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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF CALIFORNIA 

Application of Pacific Gas and Electric 
Company (U 39 E) and Pacific Generation LLC 
for Approval to Transfer Certain Generation 
Assets, for a Certificate of Public Convenience 
and Necessity, for Authorization to File Tariffs 
and to Issue Debt, and for Related 
Determinations. 

 

Application No. 22-09-_______ 
(Filed September ___, 2022) 

 
APPLICATION OF PACIFIC GAS AND ELECTRIC COMPANY (U 39 E) AND 

PACIFIC GENERATION LLC FOR APPROVAL TO TRANSFER CERTAIN 
GENERATION ASSETS, FOR A CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY, FOR AUTHORIZATION TO FILE TARIFFS AND TO ISSUE DEBT, 

AND FOR RELATED DETERMINATIONS 

REQUEST FOR EXPEDITED SCHEDULE 

PUBLIC VERSION 
(SCHEDULES I, II, III and IX-B CONFIDENTIAL) 

 
I. INTRODUCTION 

Pursuant to Public Utilities Code (“PUC”) sections 851, 816-830, 454, 492, and 701, and 

Articles 2, 3, and 7 of the Commission’s Rules of Practice and Procedure, Pacific Gas and 

Electric Company (“PG&E”) and Pacific Generation LLC (“Pacific Generation”) file this 

Application to request authorizations and determinations by the California Public Utilities 

Commission (the “Commission”) to allow PG&E to transfer substantially all of its non-nuclear 

generation assets to Pacific Generation, a new PG&E subsidiary, which will facilitate a sale of 

up to 49.9% of the equity interests in Pacific Generation (the “Minority Equity Interests”) to one 

or more third party investors (“Minority Investor(s)”) (collectively, the “Proposed Transaction”), 

and for appropriate related authorizations, determinations, and ratemaking treatment.  

The Proposed Transaction represents the best path for PG&E to raise equity capital while 

balancing a variety of objectives, including (1) meeting PG&E’s near term capital needs to 
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improve the safety and reliability of its system and to help achieve California’s decarbonization 

and electrification goals, (2) supporting the overall deleveraging plans of PG&E and PG&E 

Corporation consistent with the decision approving PG&E’s Plan of Reorganization, Decision 

20-05-053, (3) avoiding the dilutive effect of an issuance of PG&E Corporation common stock 

and its associated negative impact on the Fire Victim Trust, and (4) retaining the economic and 

operational benefits of PG&E’s generation assets for customers while continuing to provide safe, 

reliable, and affordable service.    

Subject to the Commission’s approval, Pacific Generation will become a Commission-

regulated cost-of-service public utility.  PG&E anticipates selling the Minority Equity Interests 

to Minority Investor(s), and Pacific Generation will issue debt in compliance with its authorized 

capital structure, which is requested to be 52% equity and 48% long-term debt.  PG&E personnel 

will continue to operate and maintain Pacific Generation’s assets, and PG&E will continue to 

schedule and dispatch output from generation facilities owned by Pacific Generation as part of an 

integrated resource portfolio using the same least-cost dispatch approach as at present. 

As explained in more detail below and in the accompanying prepared testimony, PG&E 

and Pacific Generation request the following principal approvals, authorizations and findings 

from the Commission: 

 Approval under PUC section 851 to transfer substantially all of PG&E’s non-nuclear 

generation assets to Pacific Generation.  Consistent with section 851, the proposed asset 

transfer should be approved because it is not adverse to the public interest.  In fact, the 

Proposed Transaction will promote the public interest.  The asset transfer and related 

relief will facilitate the sale of the Minority Equity Interests, which will enable PG&E to 

most efficiently meet its need for equity capital while balancing a number of other 
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important objectives.  Moreover, the sale of the Minority Equity Interests would generate 

taxable income to PG&E that PG&E anticipates would accelerate payment of the 

Additional Shareholder Contributions to the Customer Credit Trust, which ultimately 

redounds to the benefit of the Customer Credit Trust and PG&E’s customers. 

 Issuance of a Certificate of Public Convenience and Necessity (“CPCN”) for Pacific 

Generation to operate as a utility subject to the Commission’s jurisdiction.  Specifically, 

Pacific Generation would be certificated as an “electrical corporation” owning “electric 

plant,” i.e., property owned to facilitate generation of electricity. 

 Findings that the Proposed Transaction will not affect system reliability and is consistent 

with PUC section 362, as the assets will continue to be dedicated to the public and 

operated by PG&E in the same manner as today. 

 Approval under Chapter 4, Articles 5 and 6 of the PUC (sections 816-830 and 851) for 

Pacific Generation to issue long-term and short-term debt secured by utility property.  

 Approval for Pacific Generation to file tariffs, including joint tariffs and rate schedules 

with PG&E, other tariffs that would establish certain memorandum and balancing 

accounts for Pacific Generation similar to those maintained by PG&E today, and any 

electric rules, electric forms, and other tariffs in order to operate as a public utility, as 

outlined in the accompanying testimony Chapter 10. 

 Confirmation that the contemplated forms of agreement pursuant to which the Minority 

Investor(s) will acquire Minority Equity Interests would not involve a change in control 

under PUC section 854 because at all times PG&E will own a majority of the Pacific 

Generation equity interests and maintain day-to-day operational and managerial control 

of Pacific Generation. 
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 Confirmation that the Proposed Transaction does not trigger application of PUC section 

854.2 because it does not involve a successor employer and does not implicate any of the 

employee protection-related remedies or policy concerns addressed by that section.   

 Confirmation that Pacific Generation will be treated as a regulated subsidiary of PG&E 

for purposes of the Commission’s Affiliate Transaction Rules approved in D.06-12-029 

and that the Minority Investor(s) will not be considered “affiliates” of PG&E or Pacific 

Generation under those rules.  

 Confirmation that the Proposed Transaction does not trigger the Commission’s gain on 

sale rules because it involves the transfer of assets at book value and the assets will 

remain dedicated to public service and subject to cost-of-service regulation by the 

Commission. 

 Confirmation that the Proposed Transaction does not trigger review under the California 

Environmental Quality Act (“CEQA”).  The Proposed Transaction is not a “project” 

under CEQA because there will be no change in the operations of the assets in question 

as a result of the Proposed Transaction.  Any future change with respect to operations of 

the assets would remain subject to all relevant statutory and regulatory requirements. 

 Confirmation that the Proposed Transaction is not subject to the Commission’s Tribal 

Land Transfer Policy, or an alternative determination that it is exempted from that policy, 

because Pacific Generation will be an Investor-Owned Utility subject to the 

Commission’s jurisdiction and any future disposition of real property by Pacific 

Generation would be subject to the Tribal Land Transfer Policy. 
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II. DESCRIPTION OF THE TRANSACTION 

A. Formation of Pacific Generation 

Pacific Generation was formed on September 26, 2022, as a Delaware limited liability 

company.  Pacific Generation is currently a member-managed limited liability company 

managed by PG&E.  PG&E currently owns, and has owned since Pacific Generation’s 

formation, 100% of the equity interests of Pacific Generation (the “Pacific Generation 

Interests”).  As described further below, prior to the contemplated sale of the Minority Equity 

Interests to the Minority Investor(s), PG&E will transfer 1% of the Pacific Generation Interests 

to a new Delaware limited liability company to be formed by PG&E as its wholly owned 

subsidiary (“New Holdco”) with no assets or liabilities other than the 1% equity interest in 

Pacific Generation. 

B. Transfer of Non-Nuclear Generation Assets and Pacific Generation’s 
Assumption of Related Liabilities 

With the Commission’s approval, PG&E will transfer to Pacific Generation all of its 

right, title, and interest in and to substantially all of its non-nuclear generation assets, including 

assets that are currently in PG&E’s generation rate base and those that are recorded as 

construction work in progress.  This includes PG&E’s hydroelectric, natural gas, and solar 

generation assets, and the Elkhorn battery energy storage system (“Elkhorn”).1  The combined 

generation capacity of these assets is approximately 5.6 GW: approximately 3,848 MW of 

hydroelectric, 1,400 MW of natural gas, 152 MW of solar, and 182 MW of battery energy 

storage.  The 2023 weighted average forecasted rate base of the generation assets to be 

transferred is approximately $3.5 billion, equal to about 7 percent of PG&E’s total rate base. 

 
1 Two small hydroelectric facilities that PG&E has previously agreed to sell will be excluded, as will two small roof-
mounted solar facilities located near PG&E’s San Francisco service center.  
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The transfer of assets to Pacific Generation, and the assumption by Pacific Generation of 

liabilities and certain contracts, will be accomplished primarily through a Separation Agreement 

and the conveyance and other documents and agreements contemplated therein.  The proposed 

form of Separation Agreement between PG&E and Pacific Generation is attached hereto as 

Attachment A, and described further in Chapter 2 of the accompanying testimony.   

Key elements of the Separation Agreement include a description of the assets to be 

transferred to and liabilities to be assumed by Pacific Generation, post-closing covenants for both 

PG&E and Pacific Generation, representations and warranties made by PG&E to Pacific 

Generation, indemnification provisions, and other necessary actions by the parties to enable 

transfer of the assets.  Under the Separation Agreement, Pacific Generation also would assume 

certain liabilities associated with the transferred assets, such as environmental liabilities that are 

unknown at the time of the Proposed Transaction’s closing, and would assume certain 

contractual obligations related to the generation assets. 

The assets and real property to be transferred are described further in Chapter 2 of the 

accompanying testimony and the associated attachments. 

With this asset transfer and the intercompany agreements to be executed concurrently 

with such transfer (as discussed in Chapter 4 of the accompanying testimony) (the 

“Intercompany Agreements”), and the Commission’s issuance of a CPCN and authority to file 

tariffs, Pacific Generation would be able to operate as a public utility regulated by the 

Commission, providing the same generation benefits currently provided by PG&E but with the 

added benefits of the Proposed Transaction, as described above and further in Chapter 1 of the 

accompanying testimony. 
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C. Issuance of Long-Term and Short-Term Debt by Pacific Generation 

As part of the Proposed Transaction, Pacific Generation requests authority to issue up to 

$2.1 billion in long-term debt.  This will enable Pacific Generation to maintain a balanced capital 

structure of 52% equity and 48% debt financing rate base.  Pacific Generation anticipates using 

the proceeds from this issuance for its capitalization as part of the Proposed Transaction and 

reorganization of PG&E (as described in Section C.1. below), consistent with PUC section 

817(f) and other statutorily authorized purposes.  The amount of this authorization reflects an 

anticipated long-term debt need of approximately $1.9 billion for Pacific Generation’s initial 

capitalization based on its projected end of year 2023 rate base and Construction Work in 

Progress, accounting for the proposed regulatory capital structure.  To accommodate the 

possibility that the rate base at closing may be higher, Pacific Generation requests a total 

authorization of $2.1 billion for its initial capitalization.2  Pacific Generation would issue a total 

quantum of debt for its initial capitalization in compliance with its authorized capital structure at 

the time of the closing of the Proposed Transaction.  

In addition, Pacific Generation also seeks authority to issue up to $350 million in long-

term debt to fund its anticipated capital expenditures over the 2024-2026 period and to allow it to 

finance its ongoing capital spending requirements and to replace maturing debt.  The amount of 

this request also includes a contingency amount intended to give Pacific Generation flexibility to 

address capital needs that exceed current expectations, particularly in light of uncertainty 

regarding inflation, or to take advantage of liability management opportunities. 

 
2 To the extent there is greater variation than what Pacific Generation has accounted for in the amount of this 
requested authorization, and in the event Pacific Generation intends to issue a total quantum of debt for its initial 
capitalization in excess of $2.1 billion, Pacific Generation proposes to use a portion of the $350 million requested 
long term debt authorization, which is intended to account for potential contingencies. 
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Consistent with PG&E’s prior long-term debt authorizations (D. 20-12-025, D. 20-05-

053), and as described in greater detail in Chapter 6, Pacific Generation seeks authorization to 

issue, sell and deliver, or otherwise incur various types of long-term debt securities and 

instruments.  (Collectively, the long-term and short-term debt securities and instruments 

described below and in Chapter 6 are referred to as “Debt Securities.”)  These include first and 

refunding mortgage bonds, debentures, notes, trust preferred securities, overseas indebtedness, 

foreign currency denominated securities, medium-term notes, direct loans, accounts receivable 

financing, other floating or variable rate debt, and hybrid securities, all of which are forms of 

long-term Debt Securities authorized for use by PG&E today.  Specifically in connection with 

the request for long-term debt to fund anticipated capital expenditures over the 2024-2026 

period, Pacific Generation also seeks authorization to enter into interest rate hedges. 

Pacific Generation also requests authority to issue, sell and deliver or otherwise incur up 

to $1.2 billion in short-term debt for its working capital and other short-term liquidity needs as 

part of and following consummation of the Proposed Transaction.  The amount of this 

authorization aligns with benchmarking against the credit facilities in place at utilities 

comparable to Pacific Generation based on standard measures such as rate base and is a 

conservative approach intended to give Pacific Generation flexibility to manage liquidity needs 

and maintain a contingency for unforeseen needs.  The amount of this authorization would be 

inclusive of the amount allowed pursuant to PUC section 823(c).   

Consistent with PG&E’s prior short-term debt authorizations (see D.21-05-008; D.20-05-

053), and as described in greater detail in Chapter 6, Pacific Generation requests authorization to 

issue various types of short-term Debt Securities, including direct loans, revolving credit 

facilities, term loan facilities and letter of credit facilities, accounts receivable financing, 
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commercial paper, and extendible commercial notes, all of which are forms of short-term Debt 

Securities authorized for use by PG&E today.  Credit facilities for these purposes may be 

established through several types of structures, the most typical being bank revolving loan 

(including Letters of Credit (“LOC”)) and term loan facilities, and customer accounts receivable 

financing.  Credit facilities typically involve multi-year agreements.  Since borrowings under 

these facilities are intended to manage variations in short-term cash flow, and not as a permanent 

source of financing for long-term assets such as rate base, consistent with PG&E’s past practice3 

Pacific Generation proposes to treat all such borrowings as short-term debt for ratemaking 

purposes, which will be excluded from Pacific Generation’s ratemaking capital structure.  Any 

such short-term Debt Securities could be secured or unsecured. 

Pacific Generation also seeks authorization, in connection with the issuance of short- and 

long-term Debt Securities, to (a) guarantee the securities and other debt instruments of regulated 

direct or indirect subsidiaries or affiliates of Pacific Generation or of governmental entities that 

issue securities on behalf of Pacific Generation; (b) execute and deliver one or more indentures 

or supplemental indentures and other instruments evidencing or governing the terms of Debt 

Securities; and (c) sell, lease, assign, mortgage, or otherwise dispose of or encumber utility 

property.  

Pacific Generation requests authority under PUC section 851 to encumber utility property 

in connection with short‑ and long‑term Debt Securities.4  Specifically, Pacific Generation 

requests authority to secure the aforementioned Debt Securities by (1) a mortgage on Pacific 

Generation’s property, including by issuing collateral mortgage bonds or first mortgage bonds; 

 
3 E.g., D.04-10-037 at 12. 
4 The existing encumbrances on the subject generation assets under PG&E’s first mortgage indenture (which were 
authorized by D.20-05-053) will be released in advance of transfer of the assets to Pacific Generation.  
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(2) a pledge of Pacific Generation’s accounts receivable, including related collateral pledged 

under accounts receivable facilities, such as (a) security interests securing payment of such 

accounts receivable, (b) guarantees, LOCs, LOC rights, supporting obligations, insurance and 

other agreements or arrangements supporting the payment of such accounts receivable, (c) 

service contracts and other agreements associated with such accounts receivable, (d) records 

related to such accounts receivable, and/or (e) proceeds of any of the foregoing; and/or (3) a lien 

on Pacific Generation’s property or another credit enhancement arrangement.  With respect to 

accounts receivable financing, Debt Securities are secured by a pledge, sale, or assignment of the 

utility’s customer accounts receivable.  Pacific Generation anticipates that, if it pursues any 

transaction comprising an accounts receivable financing, it would be structured to be a true sale 

for bankruptcy purposes and debt for financial reporting and tax purposes, although other 

structures may be developed using accounts receivable as security or collateral.  In one potential 

structure of an accounts receivable financing, Pacific Generation may create a subsidiary that 

purchases accounts receivable from Pacific Generation and pledges them as collateral, and 

Pacific Generation may pledge the equity interests in this subsidiary.  Should any such 

transaction be structured whereby Pacific Generation does not act as servicer (or does not 

appoint PG&E to act as sub-servicer) of the accounts receivable facility, Pacific Generation (or 

PG&E) may be required to enter a performance guaranty of the obligations of the servicer and 

hereby requests authorization to do so.  Pacific Generation also seeks authorization to execute 

and deliver one or more indentures or supplemental indentures, mortgages, security agreements, 

pledge agreements and such other collateral documents or instruments to secure the Debt 

Securities authorized by the Commission in this proceeding. 
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In order to improve the terms and conditions of the Debt Securities and to lower Pacific 

Generation’s overall cost of financing for the benefit of customers, Pacific Generation further 

requests authorization to include at its discretion one or a combination of the following 

additional features in Pacific Generation or affiliate Debt Securities: credit enhancements such as 

letters of credit, standby bond purchase agreements, surety bonds or insurance policies, or other 

credit support arrangements; early redemption provisions; put options; sinking funds; tax-exempt 

financings; and warrants. 

1. Use of Proceeds 

Pacific Generation requests authority to use the proceeds from the issuance of long-term 

Debt Securities requested in this Application, for the purposes permitted by PUC section 817, in 

addition to the payment of accrued interest, if any, and payment or discharge of obligations 

incurred for expenses incident to their issuance and sale.  These purposes include: (1) for the 

acquisition of property; (2) for the construction, completion, extension or improvement of 

facilities; (3) for the improvement or maintenance of its service; (4) for the discharge or lawful 

refunding of its obligations; (5) for the reorganization or readjustment of its indebtedness or 

capitalization upon a merger, consolidation, or other reorganization (including the repatriation of 

funds to PG&E contemplated here, as noted below); (6) for the retirement of or in exchange for 

one or more outstanding stocks or stock certificates or other evidence of interest or ownership of 

such public utility, or bonds, notes, or other evidence of indebtedness of such public utility, with 

or without the payment of cash; and (7) for the reimbursement of moneys actually expended 

from income or from any other money in the treasury of the public utility not secured by or 

obtained from the issue of stocks or stock certificates or other evidence of interest or ownership, 

or bonds, notes, or other evidences of indebtedness of the public utility, for any of the aforesaid 



 

 12 
 

purposes except maintenance of service and replacements.  The amounts so reimbursed will 

become a part of Pacific Generation’s general treasury funds (see D.05-04-023). 

Pacific Generation anticipates that the use of the proceeds from the initial issuance of 

long-term Debt Securities will be for its capitalization as part of the Proposed Transaction and 

reorganization of PG&E, consistent with PUC section 817(f) and other statutorily authorized 

purposes.  In connection with the reorganization, these debt proceeds would be repatriated to 

PG&E to support PG&E’s capital expenditure program in 2024 and beyond and enable PG&E to 

retire existing debt that is funding rate base and is scheduled to mature5 and/or to forbear from 

issuing new incremental long-term debt to finance PG&E’s near-term rate base investments.  

Depending on the timing of the closing of the Proposed Transaction in relation to the maturity 

schedule for PG&E’s existing long-term debt, PG&E may temporarily use short-term debt to 

retire maturing long-term debt.  PG&E may then retire such short-term debt with the long-term 

debt proceeds repatriated to PG&E in connection with the reorganization of PG&E.  PG&E 

therefore requests authority pursuant to PUC section 823(d) for such a scenario. 

Pacific Generation anticipates using proceeds from the financing request for up to $350 

million in long‑term debt to fund Pacific Generation’s anticipated capital expenditures over the 

2024‑2026 period, to reimburse Pacific Generation for money it has expended for those 

purposes, or in connection with the retirement of existing long‑term debt of Pacific Generation, 

consistent with PUC sections 817(a)–(d), (g), (h). 

D. Contemplated Sale of Minority Equity Interests  

1. Structure and Terms 

Following PG&E’s contribution of the generation assets to Pacific Generation, PG&E 

 
5 Alternatively (or in addition), PG&E might retire this or other long-term debt before it matures through a tender 
offer, repurchase or redemption, or an exchange offer for new Pacific Generation long-term debt. 
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contemplates (i) contributing 1% of the Pacific Generation Interests to New Holdco,6 followed 

by (ii) a sale by PG&E of the Minority Equity Interests to Minority Investor(s) pursuant to a 

Minority Sale Agreement (the “MSA”).  If there are multiple Minority Investors, the sale to each 

Minority Investor would be made pursuant to a separate MSA, with each MSA having 

substantially similar terms and potentially coordinated closings. The governance of Pacific 

Generation, among other things, will be as set forth in an Amended and Restated Limited 

Liability Company Agreement of Pacific Generation (the “LLC Agreement,” and collectively 

with the MSA, “Investment Agreements”).  The proposed forms of these Investment Agreements 

are attached to Chapter 5 of the accompanying testimony as Attachment A (LLC Agreement) and 

Attachment B (MSA).  In the proposed post-signing Advice Letter (described in Section II.E. 

below), PG&E will identify modifications to the contemplated forms of the Investment 

Agreements made in the course of negotiations with the Minority Investor(s) during the sale 

process. 

The LLC Agreement will provide that Pacific Generation will be managed by a board of 

managers (each a “Manager,” and collectively the “Board”) and that PG&E will, at all times, 

have the authority to control the Board.  The President of Pacific Generation will be a Manager.  

Each Minority Investor owning 10% or more of the Pacific Generation Interests will be entitled 

to appoint one Manager (or two Managers, in the case of a Minority Investor owning 40% or 

more of the Pacific Generation Interests).7  The Board chairperson will be appointed by PG&E 

from among its appointed Managers and the President of Pacific Generation. 

 
6 This structure enables the sale of the Pacific Generation Minority Equity Interests to be treated as the sale of a 
partnership interest for tax purposes, which has certain tax consequences as discussed further in Chapter 8 of the 
accompanying testimony. 
7 Thus, for illustrative purposes only:  If two Minority Investor(s) each acquire 24.9% of the Pacific Generation 
Interests, the Board will initially consist of 7 managers: four appointed by PG&E, the Pacific Generation President, 
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Subject to consultation rights of Minority Investor(s) holding certain percentages of the 

Pacific Generation Interests, as discussed in Chapters 3 and 5, the affirmative vote of a majority 

of the total number of votes entitled to be voted by the Managers will control all appointments of 

Pacific Generation officers, including the President, General Counsel, and Chief Financial 

Officer.  Subject to certain consent rights of the members of Pacific Generation, as described 

below, the affirmative vote of a majority of the total number of votes entitled to be voted by the 

Managers will be required for decisions of Pacific Generation.  PG&E will also appoint a 

majority of the members of any committees of the Board, and each Minority Investor holding at 

least 20% of the outstanding Pacific Generation Interests will have the right to appoint one 

member to any Board committee. 

The LLC Agreement contains minority consent, review, and consultation rights that are 

customary and reasonable for minority sale transactions in the utility sector.  These minority 

governance rights are designed to provide the Minority Investor(s) reasonable rights to protect 

their capital investment in Pacific Generation, but would not provide the investors, individually 

or collectively, with “control” over Pacific Generation.  As an example of the rights to be 

afforded to the Minority Investor(s), any Minority Investor with at least a 5% interest in Pacific 

Generation will have a consent right regarding whether Pacific Generation enters voluntary 

bankruptcy proceedings and regarding any amendments to the LLC Agreement of Pacific 

Generation and other organizational documents of any material subsidiaries of Pacific 

Generation (unless such amendments are ministerial or would not have a material and 

disproportionate adverse impact on the Minority Investor(s)). 

 
and one appointed by each of the two Minority Investor(s).  If four Minority Investor(s) each acquire 12.475% of the 
Pacific Generation Interests, the Board will initially consist of 11 managers: six appointed by PG&E, the Pacific 
Generation President, and one appointed by each of the four Minority Investor(s).  
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Because distributions are an important component of the return expected by the type of 

infrastructure investors who seek out minority investment positions in utilities, Pacific 

Generation will adopt a distribution policy outlined in the LLC Agreement.  Pacific Generation’s 

distribution policy will be maintained as though Pacific Generation were a standalone utility 

company, in keeping with the conditions established in connection with PG&E’s reorganization 

under a holding company structure.8  The distribution policy contemplated by the LLC 

Agreement provides that Pacific Generation intends to make a quarterly operating distribution 

based on a target range of Pacific Generation’s earnings, subject to the Board’s discretion with 

respect to the target range or to not declare an operating distribution in any quarter based on any 

factors it deems relevant, including those related to the availability of capital to fund Pacific 

Generation’s operations or the ability of Pacific Generation to comply with legal and regulatory 

requirements.  Pacific Generation’s distribution policy will further provide that Pacific 

Generation intends to declare a quarterly tax distribution.  All distributions will be made to 

members pro rata in proportion to their respective percentage interests in Pacific Generation.  

Subject to the consent right of any Minority Investor with at least a 20% interest in Pacific 

Generation, the Board may change the distribution policy at any time.   

2. Proposed Transaction & Sale Process 

PG&E will market the Minority Equity Interests with the assistance of Barclays Capital 

Inc. (“Barclays”), its financial advisor for the Proposed Transaction, which will disseminate 

detailed information about the Proposed Transaction to and solicit interest from qualified 

potential investors.  Barclays anticipates that the investment is likely to be attractive to entities 

that seek a regulated revenue stream, such as pension funds, infrastructure funds, or sovereign 

 
8 See In Matter of Pacific Gas and Electric Co., 69 C.P.U.C. 2d 167 (1996). 
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wealth funds.  These types of investors would not be interested in operating Pacific Generation’s 

assets or participating in its day-to-day management or operations. 

PG&E and Barclays propose a competitive two-phase auction process for the sale of the 

Minority Equity Interests.  During Phase I, investors will perform initial due diligence and 

provide indicative bids and any proposed changes to transaction terms.  PG&E anticipates that 

these initial bids will be submitted in February or March of 2023.  During Phase II, PG&E will 

select a narrowed field of bidders to participate in a second round, which will involve more 

detailed due diligence and negotiation of the final terms of the contracts submitted herewith.  

PG&E’s goal is to execute the Investment Agreements with the winning bidder(s) in or around 

July 2023.  This two-phase marketing and auction process is designed to maximize value by 

creating and then increasing competitive tension among a group of highly qualified potential 

investors.  Following the Commission’s review of a post-signing advice letter and other 

regulatory approvals, PG&E plans to close the Proposed Transaction by the end of 2023.   

3. Contemplated Use of Proceeds 

PG&E will use the proceeds of the sale of the Minority Equity Interests as a source of 

equity funding for PG&E’s utility capital expenditure program, including investments in system 

safety and reliability upgrades, risk mitigation, and investments in electrification and related 

state-sponsored efforts to combat climate change.   

E. Relationship Between Proposed Transaction and Contemplated Regulatory 
Process 

PG&E’s goal is to close the Proposed Transaction with the Minority Investor(s) by the 

end of 2023 in order to generate equity proceeds to meet capital requirements in late 2023 and 

2024.  A later closing date would compel PG&E to take other actions with potentially negative 
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consequences (or far less support) for PG&E’s overall financial health and the interests of 

customers and other stakeholders.  

In addition, PG&E’s ability to maximize equity proceeds depends upon potential 

investors being willing to devote substantial resources to due diligence and transaction 

negotiations.  This willingness depends on the confidence of the potential investor(s) that the 

Commission is likely to approve the Proposed Transaction, and particularly that the Commission 

is likely to approve the formation of Pacific Generation as a rate-regulated utility subject to the 

Commission’s jurisdiction. 

In light of these considerations, PG&E and Pacific Generation propose a multi-stage 

regulatory approval process, similar to that used by the Commission to facilitate PG&E’s late-

1990s divestiture of natural gas-fired power plants and the recent sale of its headquarters 

building.9  The first stage, initiated by this Application, would be a formal proceeding leading up 

to a Commission decision in July 2023 approving the transfer of assets to Pacific Generation 

under section 851, issuing a CPCN (effective at closing of the Separation Agreement), 

authorizing Pacific Generation’s filing of tariffs, granting financing authority for the issuance of 

debt, determining that the Proposed Transaction would not constitute a change of control, and 

granting the related relief described above.  As part of this first stage, PG&E and Barclays would 

begin soliciting initial, Phase I bids for the Minority Equity Interests after the issuance of a 

scoping memo that lays out the issues to be decided in this proceeding.  PG&E requests that the 

Assigned Commissioner issue a ruling (the “ACR”) in March 2023 identifying any 

 
9 See D.97-09-046, 75 CPUC 2d 340 (interim decision authorizing PG&E’s auction for initial natural gas-fired 
power plant divestitures); D.98-07-092, 81 CPUC 2d 347 (interim decision authorizing PG&E’s auction for second 
round of divestitures); see also D.21-08-027 (decision authorizing sale of PG&E’s headquarters building; PG&E 
filed the application in September 2020, entered into a proposed settlement in April 2021, modified the settlement 
following ALJ comments, signed the contract to sell in May 2021, and Commission issued decision approving the 
sale in August 2021).  
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recommended changes to the Separation Agreement and related documents.  While the ACR 

would not be a decision of the full Commission, it would nevertheless provide an important 

signal to potential investors and would enable PG&E and Pacific Generation to take steps to 

respond to any identified regulatory issues at the start of Phase II bidding.   

The second stage of the regulatory approval process would commence following the 

Commission’s final decision on this Application.  Assuming the Commission grants the 

requested relief in July 2023, as proposed, PG&E expects to execute one or more MSAs with 

Minority Investor(s) that same month.  As part of the second stage of the regulatory process, 

PG&E would then file one or more Tier 2 Advice Letters as early as August 2023.10  These 

advice letter(s) would identify the Minority Investor(s), submit definitive principal transaction 

documents (including the Separation Agreement and associated schedules and exhibits), submit 

proposed tariffs and tariff revisions, and provide Pacific Generation’s initial revenue requirement 

and PG&E’s updated revenue requirement.  In light of the complexity of the Proposed 

Transaction, as well as the filing of new tariffs for Pacific Generation and the contemplated 

revisions to PG&E’s existing tariffs (as described further in Sections VII.B.5.–6. below and 

Chapter 10 of the prepared testimony), PG&E and Pacific Generation also request that the 

Commission’s decision grant authority to file additional advice letters, as needed, to fully 

implement the Proposed Transaction and the associated ratemaking and tariff changes. 

The regulatory process will also encompass approvals from other regulators, including 

the Federal Energy Regulatory Commission (“FERC”), that will be required for closing of the 

Proposed Transaction.  PG&E will pursue certain FERC approvals in parallel with the 

 
10 As with any advice letter, the Commission has the discretion to upgrade the Tier 2 Advice Letter(s) to Tier 3, 
requiring a Commission resolution, should circumstances warrant. 
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Commission’s proceedings.  One portion of FERC’s review, however, must await the 

identification of the Minority Investor(s), and that filing will occur at approximately the same 

time as the initial Tier 2 Advice Letter(s) described above.  Applicants believe that both the 

Commission’s disposition of the initial Tier 2 Advice Letter(s) and FERC’s approval of the sale 

of the Minority Equity Interests to the Minority Investor(s) can be completed in time for a 

closing by the end of 2023.11   

Following the Commission’s review of the post-signing advice letter(s) and these other 

regulatory approvals, PG&E plans to close the Proposed Transaction by the end of 2023.  A 

specific proposed schedule to accomplish this result is set forth in Section XI.A.5. below. 

III. DESCRIPTION OF PACIFIC GENERATION 

A. Overview of Pacific Generation’s Role 

Applicants request that the Commission issue a CPCN authorizing Pacific Generation to 

operate as a public utility subject to the Commission’s jurisdiction.  Specifically, Pacific 

Generation would be an “electrical corporation” under PUC section 218 because it owns 

“electric plant” as defined in PUC section 217. 

By issuing a CPCN to Pacific Generation, the Commission can retain for customers the 

full benefits of the assets to be transferred to Pacific Generation, including the benefits of cost-

of-service regulation.  The Commission would continue to regulate Pacific Generation by setting 

its authorized revenue requirement based on cost, thereby ensuring that Pacific Generation’s 

customers will pay no more than the costs of these assets.  To the extent that market revenues for 

Pacific Generation’s assets are greater or less than Pacific Generation’s authorized revenue 

requirement, departed load customers on whose behalf these assets were put into service will 

 
11 If one of the winning bidders is a foreign entity, a submission to the Committee on Foreign Investment in the 
United States (“CFIUS”) may also be required. 
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continue to receive a credit or charge, consistent with the existing Power Charge Indifference 

Adjustment (“PCIA”) methodology and processes, as further described in Chapter 9 of the 

accompanying testimony.  This approach replicates the Commission’s current regulation of the 

generation assets that would be transferred to Pacific Generation.   

In order to enable Pacific Generation to recover its full authorized revenue requirement, 

PG&E and Pacific Generation present a ratemaking proposal in Chapter 9.  Through this 

ratemaking construct, costs associated with the assets to be transferred would continue to be 

collected based on cost-of-service regulation and recovered from the same customer sets as today 

in the same proportions as under today’s methodology. 

Pacific Generation’s service territory will be coextensive with PG&E’s electric service 

territory.  Pacific Generation will file tariffs reflecting the revenue requirement approved by the 

Commission, including certain joint tariffs and electric rate schedules with PG&E, and will thus 

have the legal authority to recover from retail customers consistent with its tariffs.  PG&E will 

continue to bill customers as billing agent and servicer for Pacific Generation and include in such 

bills Pacific Generation’s charges computed in accordance with the relevant tariffs.  

Pacific Generation will engage PG&E to continue to dispatch Pacific Generation’s 

generating units and schedule the output into the California Independent System Operator 

(“CAISO”).  In its capacity as operator and servicer for Pacific Generation, PG&E will continue 

to integrate such functions with its overall energy supply portfolio and continue to adhere to a 

least-cost dispatch approach. 

B. Operations and Management 

PG&E will provide essential business services to Pacific Generation through the 

Intercompany Agreements.  These Intercompany Agreements, which are summarized below and 

more fully discussed in Chapter 4 of the accompanying testimony, will enable the ongoing 
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operation and maintenance of Pacific Generation’s facilities and ensure necessary support for its 

day-to-day management. 

PG&E and Pacific Generation will enter into one or more operations and services 

agreements, pursuant to which PG&E personnel (including represented employees) and 

contractors will continue to construct, operate, maintain, repair, and support Pacific Generation’s 

assets and operations in substantially the same manner as they do today.  PG&E will also 

perform certain administrative and corporate support functions for Pacific Generation under 

corporate services agreements.  In addition, PG&E and Pacific Generation will enter into various 

interconnection agreements that will govern the interconnection between Pacific Generation’s 

generation assets and PG&E’s electric transmission and distribution grid, a scheduling and 

dispatch agreement pursuant to which PG&E will schedule and dispatch the output from Pacific 

Generation’s assets into the CAISO market and schedule maintenance outages, and a fuel 

procurement agreement pursuant to which PG&E will procure fuel, including natural gas, and 

other necessary resource inputs (such as electricity for battery storage facilities) for Pacific 

Generation’s generation assets. 

Under a billing services agreement, PG&E will act as the billing agent and servicer for 

Pacific Generation and will calculate Pacific Generation’s charges consistent with the relevant 

tariffs, collect these charges from Pacific Generation’s customers, and remit relevant collected 

payments to Pacific Generation.  PG&E and Pacific Generation will also enter into a legal and 

regulatory matters agreement, pursuant to which PG&E will provide certain legal and 

government relations services to Pacific Generation, including acting on behalf of Pacific 

Generation in regulatory proceedings before the Commission, and a wildfire indemnification 

agreement, pursuant to which PG&E will indemnify Pacific Generation for losses arising from 
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wildfires determined to have been caused by PG&E or Pacific Generation facilities and 

equipment. 

The Board will appoint Pacific Generation’s officers, who will oversee the management 

of Pacific Generation, subject to direction by the Board.  Applicants expect that, initially, the 

President of Pacific Generation will be employed solely by Pacific Generation.  Apart from the 

President, Pacific Generation is not currently anticipated to have any employees.  Other Pacific 

Generation officers may also serve as officers of PG&E and/or PG&E Corporation.12  An officer 

services agreement will govern the relationship between Pacific Generation’s officers and 

PG&E.   

IV. THE TRANSACTION SHOULD BE AUTHORIZED (SECTION 851) 

The asset transfer to Pacific Generation should be approved under PUC section 851.  The 

transfer enables a transaction that advances the public interest by increasing the financial health 

of PG&E and the Customer Credit Trust, and has no negative impact on reliability or rates. 

A. Promotes PG&E’s Financial Health 

PG&E needs to raise equity to meet its capital expenditure program.  PG&E and its 

financial advisor, Barclays, have determined that the Proposed Transaction would be a less 

costly, more efficient way to raise equity capital than the sale of PG&E Corporation common 

stock.  In addition to failing to capitalize upon what is expected to be an attractive valuation of 

Pacific Generation’s equity, issuance of PG&E Corporation common stock would dilute existing 

shareholders, including the Fire Victim Trust.   

The Proposed Transaction is consistent with PG&E’s deleveraging goals and its path for 

returning to an investment-grade credit rating.  As described in Chapters 6 and 7 of the 

 
12 See Section VII.C.2. regarding application of the Affiliate Transaction rules and sharing of officers between 
Pacific Generation and PG&E. 



 

 23 
 

accompanying testimony, Pacific Generation should be able to issue investment grade debt, at 

rates no greater, and potentially lower, than the rates applicable to PG&E incremental debt 

issuances.  The proceeds of the Pacific Generation initial long-term debt issuance and the sale of 

equity in Pacific Generation would be important sources of capital to meet PG&E’s upcoming 

capital investment needs.  At the same time, the Proposed Transaction would maintain PG&E’s 

continued operation of the generation assets and ensure their continued use for the benefit of 

customers. 

B. Accelerated Contributions to Customer Credit Trust 

PG&E’s sale of ownership interests in Pacific Generation would generate taxable income 

to PG&E, which would accelerate payment of the Additional Shareholder Contributions to the 

Customer Credit Trust that was created as part of the $7.5 billion securitization approved by the 

Commission in D.21-04-030, as further described in the Chapter 8 of the accompanying 

testimony.  Such accelerated contributions would increase the net value of the contributions to 

the Customer Credit Trust on a present value basis, to the benefit of the Trust and ultimately to 

the benefit of PG&E’s customers, allowing greater opportunity for Trust investment returns and 

increasing the prospect for a surplus at the conclusion of the Trust for distribution to customers. 

C. Reliability Is Not Jeopardized By the Transaction (Section 362) 

Because PG&E will operate and maintain the generation assets, using the same processes 

and personnel as today, and with the same safety and risk programs and oversight, the Proposed 

Transaction will have no impact on safety and system reliability. 

D. No Harm to Customers 

The Proposed Transaction would have no adverse effect on customers or overall rates.  

As noted above, Pacific Generation’s cost of debt would be no greater than, and potentially 

lower than, the incremental costs of debt that likely would alternatively be issued by PG&E.  The 
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costs of generation operations would be the same as when held in PG&E, and would be subject 

to cost-of-service ratemaking as they are at PG&E.  Although there would be adjustments in the 

mechanics of determining rates in light of the presence of two rate-regulated utilities (as 

discussed in Section VII.B. below and Chapters 9 and 10 of the accompanying testimony), there 

would be no net increase in total rates charged to customers as a result of the assets being held at 

Pacific Generation rather than PG&E.  Although PG&E will provide operational and 

administrative services to Pacific Generation pursuant to the Intercompany Agreements, the 

methodology for charging and allocating costs to Pacific Generation by PG&E will be 

substantially identical to its current method of charging and allocating such amounts to its Power 

Generation line of business and consistent with the approach reflected in PG&E’s General Rate 

Case.13  

The Proposed Transaction increases PG&E’s financial flexibility consistent with its 

deleveraging strategy and its path to an investment-grade issuer credit rating.  Absent the 

Proposed Transaction, PG&E would need to pursue other means of raising equity, which could 

weaken PG&E’s financial position and be less supportive of the interests of the Fire Victim Trust 

and other stakeholders.   

V. NO CHANGE OF CONTROL (SECTION 854) 

Neither the transfer of generation assets to Pacific Generation nor the subsequent sale of 

the Minority Equity Interests to third party investors constitutes a change in control under PUC 

section 854, and accordingly the various review criteria under section 854 are not triggered. 

 
13 PG&E and Pacific Generation commit not to recover in customer rates third‑party advisor and legal costs 
associated with undertaking the transactions under the Separation Agreement and MSA. 
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The Commission’s decisions applying section 854 “do not establish a ‘bright line’ test for 

determining when a transfer of control subject to [its] review under Section 854 has occurred.”14 

Rather, the Commission has identified the following factors that it typically considers in the 

case-by-case factual analysis of whether a jurisdictional change in control has occurred: 

1. whether the acquiring entity’s equity interest in the utility or its parent will be at least 
50%; 

2. whether the acquiring entity has the power to appoint a majority of the utility’s board of 
directors; 

3. whether the acquiring entity has actual or working control of the day-to-day business 
operations of the utility; 

4. whether the acquiring entity has the power to direct or cause the direction of the utility’s 
management and policies; and 

5. the impact of the transaction on the public interest.15  

With respect to the first factor, following the creation of Pacific Generation and the 

transfer of PG&E’s non-nuclear generation assets to Pacific Generation, PG&E will continue to 

hold, directly or indirectly, 100% of Pacific Generation’s equity.16  A subsequent sale of the 

Minority Equity Interests to Minority Investor(s) also would not transfer control under section 

854, because PG&E will retain ownership of at least 50.1% of Pacific Generation’s equity, 

representing a majority equity interest.17   

 
14 D.08-12-021 (Warburg Pincus), 2008 WL 5201983 (Cal.P.U.C.), at *5. 

15 D.08-12-021 (Warburg Pincus), 2008 WL 5201983 (Cal.P.U.C.), at *3; D.10-11-012 (Lodi Gas Storage, L.L.C.), 
2010 WL 4912451 (Cal.P.U.C.), at *2-3. 
16 See D.95-05-021 (In re San Diego Gas & Elec. Co.), 59 CPUC 2d 697, 1995 WL 335084 (Cal.P.U.C.) (finding 
that the conversion of a utility to a subsidiary of a newly-formed holding company does not involve a change in 
control); D.96-11-017 (In Matter of Pacific Gas & Elec. Co.), 69 CPUC 2d 167, 1996 WL 752962 (Cal.P.U.C.) 
(same); D.12-04-035 (ConocoPhillips), 2012 WL 1551246 (Cal.P.U.C.). 
17 The Commission has held that “the acquisition of a 50-percent interest in a public utility constitutes ‘control either 
directly or indirectly’ for purposes of Section 854.”  Gale v. Teel, 81 CPUC 817, 1977 WL 42838 (Cal.P.U.C.), at 
*4.  See also D.13-03-007, 2013 WL 1345488 (Cal.P.U.C.), at *4 (“[T]he Commission has asserted jurisdiction to 
review the transaction under Pub. Util. Code § 854 in cases where a 50% interest has been transferred.”) 
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With respect to the second factor, PG&E will appoint and retain the power to appoint the 

Board majority and will maintain control of the Board.   

With respect to the third and fourth factors, PG&E will at all times retain the authority to 

direct Pacific Generation’s management and policies.  PG&E will select Pacific Generation’s 

initial slate of officers, and its ownership of a majority of the Pacific Generation Interests also 

gives PG&E the authority through its designated Board Members to select and replace Pacific 

Generation’s officers on a going-forward basis, subject to any applicable minority investor 

consultation rights, ensuring that there will be no transfer of control over day-to-day business 

operations or the ability to direct utility management.  Moreover, the Intercompany Agreements 

will provide that PG&E personnel will continue to perform the day-to-day operational functions 

for Pacific Generation’s generation assets and their scheduling and dispatch.  With respect to 

direction of utility policies, the LLC Agreement grants Minority Investor(s) only limited consent 

rights designed to provide reasonable protections for their economic interest—for example, the 

right to limit specified non-ordinary-course transactions, such as a merger or a dissolution—

which are customary for these types of transactions, as further discussed in Chapter 5.  The 

contemplated minority consent rights do not effectuate a transfer of control within the meaning 

of section 854.18 

Finally, the public interest is not negatively impacted by the Proposed Transaction, as 

system operations, safety, and reliability will remain unchanged and rates will not be increased.  

Indeed, the Proposed Transaction is in the public interest for the reasons discussed above, 

 
18 See e.g., D.08-12-021 (Warburg Pincus), 2008 WL 5201983 (Cal.P.U.C.), at *5 (finding there was no change in 
control within the meaning of section 854 where specified supermajority vote requirements in practical terms 
granted acquirer an ability to block various types of changes, including a sale or merger; the sale, lease or transfer of 
assets; the payment of dividends; the issuance of equity securities; material changes in the business; the replacement 
of certain senior executives; and amendment of the shareholder’s agreement). 
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including support for the financial health of PG&E, accelerated funding of the Customer Credit 

Trust, and the avoidance of a stock issuance that would dilute the value of the stock held by the 

Fire Victim Trust. 

VI. NO SECTION 854.2 CONCERNS ARE IMPLICATED 

Section 854.2 is designed to address potential concerns that a transaction might result in 

“[m]ass displacement of electrical corporation or gas corporation workers” or otherwise result in 

a new employer failing to “maintain[] a qualified and knowledgeable workforce with the ability 

to ensure safe, efficient, reliable, and continuous service.”19  The various requirements under 

section 854.2 are triggered by, inter alia, “[a]n event that triggers the application of Section 

851.”20  Because of the nature of the Proposed Transaction, however, none of those provisions of 

section 854.2 are applicable, nor are any of the concerns that motivate section 854.2 implicated. 

The operative provisions of section 854.2 all address steps related to employee protection 

in connection with certain transactions—specifically, the conduct of a “predecessor employer” or 

a “successor employer” as it relates to “covered employees.”21  Here, however, the Proposed 

Transaction will not create any “successor employer” or “covered employees,” because Pacific 

Generation will not become an employer.  Rather, the employees that currently operate, 

maintain, and otherwise service the generation facilities being transferred will remain employed 

in their current roles by PG&E.  As such, the Proposed Transaction does not give rise to any 

concern as to whether a successor employer will treat employees differently following a change 

of control that affects places of employment.  Because PG&E will continue to operate Pacific 

Generation’s generation assets following the Proposed Transaction in the same manner as today, 

 
19 PUC § 854.2(a)(4) & (5). 
20 PUC § 854.2(b)(1)(A). 
21 See PUC §§ 854.2(b)(2), (4), (6) (defining these terms). 
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by maintaining the same qualified and knowledgeable workforce, there is also no potential for 

the Proposed Transaction to create uncertainty regarding the efficient provision of safe and 

reliable electrical service, or to cause the “mass displacement” of workers or a “significant 

burden” on unemployment.22  Moreover, the collective bargaining agreements with PG&E’s 

employees will remain unaffected by the Proposed Transaction, leaving in place those 

protections for represented employees.  The Commission should therefore determine that section 

854.2 is inapplicable.   

Alternatively, Applicants request that the Commission waive application of section 854.2 

to the Proposed Transaction, given that the concerns motivating that statute are inapplicable here. 

VII. THE COMMISSION SHOULD REGULATE PACIFIC GENERATION AS A 
PUBLIC UTILITY 

A. Issuance of CPCN to Pacific Generation 

Under PUC section 1001, no electrical corporation “shall begin the construction of … a 

plant, or system, or extension thereof, without having first obtained from the commission a 

certificate that the present or future public convenience and necessity require or will require such 

construction.”  The section exempts such corporations from needing further certification for 

extensions within or to a territory already served by it, in the ordinary course of business.  Id.  In 

granting a certificate the Commission shall consider (1) community values, (2) recreation and 

park areas, (3) historical and aesthetic values, and (4) influence on the environment.23  In 

addition, Commission General Order 131-D requires that prior to any covered construction, the 

 
22 See PUC § 854.2(a)(4). 
23 PUC § 1002. 
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Commission find that the facilities “are necessary to promote the safety, health, comfort, and 

convenience of the public, and that they are required by the public convenience and necessity.”24 

As explained above, Pacific Generation will acquire substantially all of the non-nuclear 

generation facilities currently owned by PG&E, which are covered by PG&E’s CPCN.  Those 

facilities will continue to be operated and maintained by PG&E, on Pacific Generation’s behalf, 

in the same manner as they are currently operated and maintained.  Accordingly, there is no 

negative impact on any of the enumerated criteria.  And use of those assets under Pacific 

Generation’s ownership, as a public utility, will be required by the public convenience and 

necessity just as it is today under their ownership by PG&E. 

Pacific Generation requests that the Commission grant it a CPCN to operate as a cost-of-

service-regulated retail public utility, with respect to non-nuclear generation assets providing 

electricity directly or indirectly together with PG&E to customers within their electric service 

territory (including but not limited to all such facilities being transferred from PG&E to Pacific 

Generation under the Separation Agreement). 

B. Proposed Ratemaking, Rates, and Tariffs 

PG&E and Pacific Generation request a number of ratemaking determinations in 

connection with this Application and the Proposed Transaction, as described further in Chapters 

9 and 10 of the prepared testimony.  These include a proposal for certain joint PG&E/Pacific 

Generation regulatory filings and a methodology for setting Pacific Generation’s initial revenue 

requirement based on PG&E’s 2023 General Rate Case (“GRC”) request (and the resulting 

decision by the Commission) and for making corresponding changes to reduce PG&E’s 

authorized revenue requirement.  PG&E and Pacific Generation also seek authorization to file 

 
24 General Order 131-D, Section III.A. 
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certain joint tariffs and rate schedules (see PUC § 492) and for Pacific Generation to file other 

tariffs, including to establish certain memorandum and balancing accounts for Pacific Generation 

similar to those maintained by PG&E today.  

1. Joint General Rate Case and Other Regulatory Proceedings 

PG&E and Pacific Generation propose to submit joint applications on behalf of both 

utilities for their GRC Phase 1 and 2, Energy Resource Recovery Account (“ERRA”) Forecast, 

ERRA Compliance, and cost of capital, among others, as well as Annual Electric True-Up 

(“AET”) and other advice letter filings.  PG&E and Pacific Generation propose to each sponsor 

entity-specific chapters of testimony supporting the respective joint applications, as relevant, and 

PG&E and Pacific Generation may also jointly sponsor certain chapters of testimony supporting 

such applications.  This proposal is both practical and administrable and will most closely 

resemble current practice.  Particularly in light of the relationship between the two utilities and 

PG&E’s continued role in operating Pacific Generation’s assets and in managing Pacific 

Generation, joint applications by both utilities will facilitate simultaneous and coordinated 

review by the Commission and interested parties of PG&E’s and Pacific Generation’s regulatory 

filings.  It also will minimize any associated administrative burden and make efficient use of the 

Commission’s and interested parties’ resources. 

2. Pacific Generation’s Initial Revenue Requirement Request  

Pacific Generation’s assets will be regulated by the Commission based on cost of service, 

just as they are today.  In light of PG&E’s existing authorized revenue requirement for these 

assets as well as PG&E’s request in its 2023 GRC,25 which includes PG&E’s utility-owned 

generation, PG&E and Pacific Generation propose that Pacific Generation’s starting revenue 

 
25 A.21-06-021. 
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requirement upon consummation of the Proposed Transaction will be consistent with the amount 

ultimately authorized by the Commission in a final decision on PG&E’s 2023 GRC.  As 

explained further in Chapter 9 of the prepared testimony, setting Pacific Generation’s initial 

revenue requirement essentially will involve segregating the relevant portion of PG&E’s 2023 

GRC request, updated to account for the Commission’s final decision in that proceeding.  This 

necessarily will result in a corresponding reduction in PG&E’s authorized revenue requirement 

and customer rates, simultaneous with Pacific Generation’s initial revenue requirement going 

into effect. 

In connection with this Application, PG&E and Pacific Generation describe the 

methodology that will be used for determining the portion of PG&E’s GRC request that will 

move to Pacific Generation.  Because PG&E’s 2023 GRC remains ongoing and the Commission 

has not yet issued a final decision in that proceeding, the revenue requirement calculations 

presented here are based on PG&E’s request.  In so doing, PG&E and Pacific Generation do not 

intend to place the substance of PG&E’s GRC request at issue in this proceeding.  Rather, 

PG&E’s GRC request—including the portion that would ultimately move to Pacific 

Generation—will continue to be litigated in A.21-06-021 and considered by the Commission in 

its final decision in that proceeding.  The purpose of this testimony is to describe the process 

PG&E and Pacific Generation propose to use to set Pacific Generation’s initial revenue 

requirement, based on the Commission’s final decision in PG&E’s 2023 GRC.  In its decision on 

this Application, the Commission would approve the methodology to be used for setting Pacific 

Generation’s initial revenue requirement and making corresponding changes to PG&E’s revenue 

requirement.  This methodology would be implemented via the Tier 2 Advice Letter process 

following the Commission’s decision described above.  In light of the timing of a final decision 



 

 32 
 

disposing of this Application and a final decision on PG&E’s 2023 GRC, it may be that PG&E 

and Pacific Generation would apply this methodology to PG&E’s then-current authorized 

revenue requirement at the time Pacific Generation’s rates go into effect, with a memorandum 

account tracking mechanism to true-up Pacific Generation’s revenue requirement once a final 

decision on PG&E’s 2023 GRC is issued. 

 Pacific Generation’s initial base revenue requirement will be based on PG&E’s GRC, 

using the existing process and expertise of PG&E’s Power Generation organization employees 

for non-nuclear utility-owned generation assets.  In addition, Pacific Generation’s ongoing 

revenue requirement related to fuel and other variable costs will be set in joint PG&E-Pacific 

Generation annual ERRA forecast proceedings and reviewed for reasonableness, as well as with 

respect to any forced outages, in joint PG&E-Pacific Generation annual ERRA compliance 

proceedings.  Upon closing of the Proposed Transaction and implementation of Pacific 

Generation’s rates, Pacific Generation’s total revenue requirement would consist of both Pacific 

Generation’s initial base revenue requirement (consistent with PG&E’s 2023 GRC) and an 

ongoing ERRA revenue requirement (consistent with the 2024 ERRA forecast proceeding). 

The summary table below shows PG&E’s GRC electric generation RRQ request as well 

as an approximation of PG&E and Pacific Generation’s proposed division to implement the 

Proposed Transaction.  Pacific Generation would receive the electric generation RRQ associated 

with non-nuclear generation, excluding procurement and any excluded assets, and PG&E would 

keep the electric generation RRQ associated with nuclear generation and procurement. 
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 PG&E 2023 GRC Application26 
Electric Generation – Separation of PG&E and Pacific Generation 

(Thousands of Dollars) 
  Total GRC Pacific Generation Remaining PG&E 
 (Current PG&E 

Electric 
Generation) 

(Non-Nuclear 
Generation Without 

Procurement)  

(Nuclear 
Generation And 
Procurement) 

 2023 2023 2023 
Operating Expenses   979,663   365,099   614,564  
Revenue Fees and Uncollectibles less 

Other Operating Revenue  12,219   2,563   9,656  

Depreciation and Amortization  722,404   270,108   452,296  
Fossil and Hydro Decommissioning  77,195   77,195   -   
Taxes (including Income and 

Property)  195,172   90,386   104,786  

Return on Ratebase  417,861   254,969   162,892  
Ratebase 5,692,927 3,473,687  2,219,239  
Rate of Return 7.34% 7.34% 7.34% 
Total Revenue Requirement in 

Rates 2,404,514 1,060,320 1,344,194 

 

3. Method of Recovering Pacific Generation’s Revenue Requirement 

 In order to enable Pacific Generation to recover its full authorized revenue requirement, 

PG&E and Pacific Generation present a ratemaking proposal in Chapter 9.  Through this 

ratemaking construct, costs associated with the assets to be transferred would continue to be 

collected based on cost-of-service regulation and recovered from the same customer sets as today 

in the same proportions as under today’s methodology. 

Under the proposed ratemaking, Pacific Generation’s total revenue requirement would be 

recovered in full through a combination of (1) market revenues, both from the sale of output 

from Pacific Generation’s generation facilities into the CAISO marketplace and from sales of 

resource adequacy (“RA”) and renewable portfolio standard attributes (“RECs”) to third parties; 

(2) a Pacific Generation ERRA generation rate designed to charge PG&E and Pacific 

Generation’s bundled service customers for the imputed value of retained RA and REC attributes 

 
26 Note:  This table reflects the February 28, 2022 update in PG&E’s 2023 GRC (A.21 06 021). 
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of Pacific Generation’s assets; (3) a Pacific Generation New System Generation Charge 

(“NSGC”) designed to recover the revenue requirement associated with Elkhorn; and (4) a 

Pacific Generation PCIA rate, collected from (or paid to) both departed load and bundled service 

customers in a manner functionally identical to the method used today for PG&E’s PCIA-

eligible assets.  The foregoing elements essentially replicate the existing ratemaking mechanisms 

applicable to the assets that would be transferred to Pacific Generation.  PG&E and Pacific 

Generation also contemplate an additional element—a contract for differences between PG&E 

and Pacific Generation—in order to help insulate Pacific Generation from market forecast risk 

associated with its market revenues, help insulate PG&E from market forecast risk associated 

with its market purchases, and further support Pacific Generation’s valuation by decreasing 

Pacific Generation’s year-over-year revenue variability. 

The details of the ratemaking construct are described further in Chapter 9 of the 

accompanying testimony. 

4. Administration of the PCIA 

 The proposed ratemaking construct preserves existing PCIA methodologies for the 

PCIA-eligible resources that would be transferred to Pacific Generation.  Pacific Generation 

would administer the PCIA for its PCIA-eligible assets in the same manner as PG&E does today, 

and PG&E would continue to administer the PCIA for the remaining PCIA-eligible resources in 

its portfolio.  PG&E’s and Pacific Generation’s PCIA charges would be combined for 

presentation on customer bills such that the total PCIA charge would be no different as a result 

of the Proposed Transaction.  PG&E and Pacific Generation believe that this construct is 

consistent with the Commission’s PCIA’s methodology.  Ongoing application of the PCIA for 

these assets is necessary to preserve indifference between bundled service customers and 

departing load customers.   
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5. Pacific Generation’s Rates and Tariffs 

PG&E and Pacific Generation propose to bill customers for generation service in a 

similar manner as today, maintaining PG&E’s existing rate design.  To effectuate this and to 

ensure that each utility recovers its authorized revenue requirement, PG&E and Pacific 

Generation propose to have certain joint tariffs and joint rate schedules.27  In other words, the 

generation, PCIA, and NSGC rate components currently charged by PG&E would transition to 

joint PG&E and Pacific Generation rate components.  This joint-rate-schedule approach will 

facilitate the Proposed Transaction while avoiding changes to the rates shown on customer bills 

and ensure a seamless customer experience. 

Following the Proposed Transaction, PG&E and Pacific Generation’s applicable new 

revenue requirements will be added together in the process of designing rates such that the joint 

PG&E-Pacific Generation rate components can maintain PG&E’s existing rate design, including 

allocations among customer classes, time of use, and season.  Virtually all the various existing 

PG&E rate schedules that set forth rates for generation service, PCIA, and the NSGC (in light of 

the transfer of Elkhorn to Pacific Generation) will transition to joint PG&E-Pacific Generation 

rate schedules. 

In addition, separate from the tariffs setting forth the joint PG&E-Pacific Generation rate 

schedules, PG&E and Pacific Generation also intend to file a joint tariff that governs the 

allocation of the revenue stream associated with the joint rates as between Pacific Generation and 

PG&E for legal and accounting purposes.  This is similar to PG&E’s current Electric Preliminary 

Statement Part I and will enable PG&E and Pacific Generation to separately identify each 

utility’s share of billed revenues for the joint rate components.  In other words, this new joint 

 
27 See PUC § 492. 
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tariff would set forth either dollars-per-kilowatt-hour rate factors or percentage rate factors that 

would apply to billed revenues associated with joint PG&E-Pacific Generation rates.  Such rate 

factors would be set in proportion to PG&E and Pacific Generation’s respective revenue 

requirements and govern the legal and accounting disaggregation of the joint revenue stream.   

6. Authorize Certain Memorandum and Balancing Accounts For Pacific 
Generation 

As part of this Application, Pacific Generation requests authorization from the 

Commission to establish certain memorandum and balancing accounts associated with particular 

tariffs that PG&E has determined will be essential to ensure Pacific Generation’s operational 

success and longevity.  These accounts—and the precise role each will play in ensuring Pacific 

Generation can operate as a separate utility —are outlined in detail in Chapter 10 of the 

testimony accompanying this Application and generally correspond to certain memorandum and 

balancing accounts currently maintained by PG&E. 

C. Compliance 

1. Overview and General Principles 

As discussed in Chapter 11 of the accompanying testimony, Pacific Generation would be 

subject to applicable rules, orders, and decisions of the Commission.  Today, PG&E personnel 

are responsible for ensuring that PG&E complies with Commission directives applicable to the 

non-nuclear generation assets that are the subject of this Application.  The Proposed Transaction 

will not change these existing PG&E compliance processes and functions.  For example, as 

operator and servicer for Pacific Generation, PG&E’s Ethics and Compliance and Regulatory 

Affairs organizations will support Pacific Generation, as they currently support Power 

Generation within PG&E, to ensure compliance with applicable Commission requirements. 
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2. Affiliate Rules and Holding Company Conditions 

As explained more fully in Chapter 11 of the accompanying prepared testimony, Pacific 

Generation will be subject to the Commission’s Affiliate Transaction Rules (“ATR”) as a utility.  

Under those rules, in light of the fact that, upon consummation of the Proposed Transaction, 

Pacific Generation will be a subsidiary of PG&E whose revenues and expenses are subject to 

regulation by the Commission and included in PG&E’s general rate case, Pacific Generation will 

qualify as a “regulated subsidiary” of PG&E and thus will not be considered an “affiliate.”  See 

D.06-12-029, Appendix A-3, at 2 (Rule I.A.).28  While Pacific Generation and PG&E would not 

be affiliates of one another, ATR IX.A and IX.B, addressing utility financial health, would apply 

directly to Pacific Generation.  For the same reason, where the ATR refer to the utility’s “holding 

company” or “parent holding company,” those rules should be construed to apply as between 

Pacific Generation and PG&E Corporation (the ultimate holding company), and not as between 

Pacific Generation and PG&E, including with respect to Rule V.E regarding sharing of services 

and key officers. 

PG&E and Pacific Generation also expect that the Minority Investor(s) will not be 

considered “affiliates” under the Commission’s three-part test outlined in ATR I.A.  See D.06-

12-029, Appendix A-3, at 1 (Rule I.A.).  Although the identity of the Minority Investor(s) is not 

yet known, PG&E and Pacific Generation do not anticipate that (1) PG&E or Pacific Generation, 

or any of PG&E’s affiliates, will have an ownership stake in the Minority Investor(s); (2) PG&E 

 
28 While the Applicants believe it is clear that Pacific Generation would not be an “affiliate,” in the event the 
Commission concludes otherwise, Applicants request that the Commission exercise its discretion to exempt Pacific 
Generation from the definition of “affiliate” and to refrain from applying the affiliate transaction rules to the 
relationship between Pacific Generation (and any wholly-owned subsidiaries) and PG&E and PG&E Corporation.  
See ATR II.D (ATRs apply to transactions between a Commission-regulated utility and another affiliated utility, 
unless specifically modified by the Commission in addressing a separate application to merge or otherwise conduct 
joint ventures related to regulated service); D.98-03-073, 79 CPUC 2d 343, 1998 WL 211974 (Cal.P.U.C.), 
(SDG&E-SoCalGas decision). 
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or Pacific Generation, or any of PG&E’s affiliates, will exert substantial control over the 

operation of the Minority Investor(s); or (3) PG&E or Pacific Generation, or any of PG&E’s 

affiliates, will have a substantial financial interest in the Minority Investor(s). 

The Commission imposed various conditions in its decisions approving the creation of 

PG&E Corporation and corresponding reorganization of PG&E under a holding company 

structure,29 some of which should be extended to Pacific Generation.  For example, as set forth in 

the LLC Agreement, Pacific Generation’s distribution policy will be maintained as if Pacific 

Generation were a comparable stand-alone utility company.30  We also recommend that the First 

Priority Condition applicable to PG&E’s parent holding company, imposed by the Commission 

in Ordering Paragraph 17 of D.96-11-017, as modified by the Commission in Ordering 

Paragraph 8 of D.99-04-068, be further modified to state that “[t]he capital requirements of 

PG&E and Pacific Generation, as determined to be necessary and prudent to meet the obligation 

to serve or to operate the utility in a prudent and efficient manner, shall be given first priority by 

PG&E Corporation’s Board of Directors.” 

Applicants also request that, in relation to Pacific Generation, the Commission exempt 

PG&E from the obligation imposed by the decision approving its Plan of Reorganization to 

provide quarterly reports of the sale or encumbrance of any assets of its affiliates or subsidiaries 

and to obtain approval under PUC 851 for certain such sales or encumbrances.31  These 

requirements are unnecessary and burdensome as applied to Pacific Generation, which would be 

a certificated utility subject to PUC section 851 in its own right. 

 
29 See D.96-11-017 (Phase One interim approval); D.99-04-068 (Phase Two final approval). 
30 See D.96-11-017, Ordering Paragraph 15 (“The dividend policy of PG&E shall continue to be established by 
PG&E's Board of Directors as though PG&E were a comparable stand-alone utility company.”). 
31 See D.20-05-053, at 37. 
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3. Examples of Key Joint Compliance Functions 

Various compliance obligations applicable to PG&E will also apply to Pacific Generation 

following the Proposed Transaction.  For example: 

 Both PG&E and Pacific Generation will be load-serving entities.  PG&E and Pacific 

Generation will jointly achieve compliance with the various obligations of load-serving 

entities, including resource adequacy, renewable portfolio standards, and integrated 

resource planning. 

 PG&E and Pacific Generation expect that PG&E’s approved Wildfire Mitigation Plan 

also will apply to Pacific Generation, and that in the future, PG&E and Pacific 

Generation would prepare a joint submission of the Wildfire Mitigation Plan. 

4. Pacific Generation-Specific Compliance Obligations 

 Compliance obligations arising from authorizations that are obtained solely for purposes 

of the Power Generation assets, and that are tied to the operations of those assets, should be 

transferred from PG&E to Pacific Generation as part of the Proposed Transaction.  PG&E 

requests that the Commission confirm that such obligations will cease to apply to PG&E and will 

instead apply to Pacific Generation.  The current compliance processes that support Power 

Generation will remain in place with PG&E as a service to Pacific Generation pursuant to the 

Intercompany Agreements. 

5. Compliance with Land Conservation Commitment  

The Proposed Transaction complies with PG&E’s Land Conservation Commitment, as 

approved in D.03-12-035 (“LCC”).  Under the LCC, as more fully described in Chapter 11 of the 

prepared testimony, PG&E committed to conserve approximately 140,000 acres of PG&E-

owned lands, including lands that contain hydropower projects, for “beneficial public values.”  

PG&E has been operating in accordance with the LCC for nearly two decades, including through 
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the granting of dozens of conservation easements over significant portions of the lands subject to 

the LCC (“LCC Lands”).  All LCC Lands owned by PG&E at the time of the contribution of 

assets to Pacific Generation will be conveyed to Pacific Generation.  Upon that transfer, Pacific 

Generation will assume all responsibility for compliance with the LCC and attendant 

conservation easements, and will also assume all surviving obligations associated with PG&E 

donations of lands to public agencies and non-profit organizations.  Although the conservation 

easements run with title to the lands, PG&E intends to further confirm the commitment of all 

parties to continued compliance by entering into Conservation Easement Assignment and 

Assumption Agreements with Pacific Generation and all conservation easement holders as part 

of the Proposed Transaction.  The Conservation Easement Assignment and Assumption 

Agreements will be included as an exhibit to the Separation Agreement (Attachment A to 

accompanying testimony Chapter 2).  

If at the time of the proposed contribution to Pacific Generation there are LCC donation 

transactions that have been approved by the Stewardship Council Board of Directors (as 

described in testimony Chapter 11) but not yet completed, PG&E will amend or withdraw any 

applications or advice letters pending before the Commission or FERC (as appropriate), so as to 

allow Pacific Generation to modify the transaction agreements to reflect the change in ownership 

and resubmit the relevant advice letters or applications to effectuate the donation transactions.  

For contemplated donation transactions where no filings have yet been made, Pacific Generation 

will assume the responsibility to complete such transactions and submit the necessary advice 

letters or applications for their approval.  

VIII. THE PROPOSED TRANSACTION IS EXEMPT FROM CEQA 

CEQA requires any California government agency approving a discretionary project to 

consider the environmental impacts of its decisions.  A “project” is an activity that “may cause 
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either a direct physical change in the environment, or a reasonably foreseeable indirect physical 

change in the environment” and either (a) is directly undertaken by any public agency, (b) is 

supported by contracts, grants, subsidies, loans, or other forms of assistance from a public 

agency, or (c) involves the issuance of a lease, permit, license, certificate, or other entitlement for 

use by one or more public agencies.32 

The Proposed Transaction does not constitute a “project” – and thus is exempt from 

CEQA review – because it does not involve any physical change in the environment.  The 

generation assets being transferred will be managed, scheduled, and dispatched in the same 

manner as they would be in the absence of this transfer.  The Commission has repeatedly held 

that transactions transferring ownership of water utility assets with no change in operations are 

not “projects” under CEQA,33 and the Proposed Transaction falls squarely under this same logic. 

In addition, the Commission has repeatedly recognized that issuance of a CPCN that does 

not entail the construction of new facilities is exempt from CEQA under California Code of 

Regulations section 15061(b)(3), which exempts projects from CEQA when there is “no 

possibility that the activity in question may have a significant effect on the environment.”34  

 
32 Cal. Pub. Res. Code § 21065. 
33 See e.g. D. 22-04-010, 2022 WL 1223937 (Cal.P.U.C.), at *19 (“Once sold and transferred, there will be no 
change in the operation of the assets.  They will be used and operated in the same manner and for the same purposes 
for which they are currently being used.  The Commission has consistently held such a transfer of control and 
operation of existing water system facilities does not result in any changes to the environment, and thus, an 
application seeking authorization for such a transaction is not subject to CEQA.”); R.W-5136, 2017 WL 1282083 
(Cal.P.U.C.), at *3 (“Pursuant to our review, we have determined that CEQA does not apply as this advice letter 
filing involves only a transfer of ownership of the existing water facilities and no new construction or changes in the 
source of water supply are being proposed.  There is no evidence of any other changes in the operation of 
DOWCWR.  Accordingly, approval of this advice letter is not a CEQA project and there is no possibility that the 
transaction may have any significant effect on the environment.”). 
34 See D.15-12-009, 2015 WL 9257799 (Cal.P.U.C.), at *5 (approving CPCN for telecommunications) (“Since 
Dynalink states that it will not be constructing any facilities for the purpose of providing services under this CPCN, 
it can be said with certainty that there is little likelihood that granting this application will have an adverse impact 
upon the environment.  CEQA review is not required for this type of non-facilities-based project.”); D.14-04-012, 
2014 WL 1478363 (Cal.P.U.C.), at *2 (similar). 
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Here, the Pacific Generation CPCN would not entail the construction of new facilities, and any 

future Pacific Generation projects would be subject to CEQA to the same extent as they would 

be if pursued by PG&E.  Accordingly, this Application (and the Proposed Transaction) is exempt 

from CEQA. 

IX. THE TRIBAL LAND TRANSFER POLICY IS INAPPLICABLE  

The Commission’s policy relating to “Investor-Owned Utility [IOU] Real Property – 

Land Disposition – First Right of Refusal for Disposition of Real Property Within the Ancestral 

Territories of California Native American Tribes,” issued December 5, 2019 (“Tribal Land 

Transfer Policy”), creates an expectation that investor-owned utilities (“IOUs”) selling land in 

the ancestral territory of Native American tribes will offer those tribes an opportunity to purchase 

that land “before putting the property on the market.”35  That Tribal Land Transfer Policy is 

inapplicable to the Proposed Transaction, for several reasons. 

Transfer of a fee interest is a precondition for triggering the Tribal Land Transfer Policy 

requirements.36  Here, the only transfer of fee interests is to PG&E’s own newly formed 

subsidiary, and thus is in the nature of an internal corporate reorganization rather than a sale to a 

third party.  The second stage of the Proposed Transaction, the subsequent sale of Minority 

Equity Interests to Minority Investor(s), does not involve the transfer of any “fee interest” 

whatsoever.  Rather, it is merely a transfer of a minority of the equity in Pacific Generation, 

which continues to own the fee interests.  PG&E will control the decisions of the Pacific 

Generation Board, subject to the specific minority protective rights discussed above, and will 

 
35 Tribal Lands Policy at 1. 
36 “‘Disposition’ means the transfer, sale, donation, or disposition by other means of a fee interest in real property.” 
“Real Property” subject to this policy is defined as any IOU property whose disposition is subject to approval in 
accordance with PUC section 851. 
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continue to maintain financial and operational control of Pacific Generation (and thus of the fee 

interests).  As a result, the Tribal Land Transfer Policy is inapplicable to the Proposed 

Transaction.  

In the alternative to a Commission determination that the Tribal Land Transfer Policy is 

inapplicable to the Proposed Transaction, PG&E and Pacific Generation request a waiver of that 

policy with respect to this Application, on the grounds that application of the policy (a) would 

not be consistent with the intent of that policy under the circumstances, and (b) would be 

impractical and overly burdensome to implement at this scale.  Critically, the Proposed 

Transaction would not take any land out of the purview of the Tribal Land Transfer Policy with 

respect to future transfers.  Pacific Generation will be an IOU subject to the Tribal Land Transfer 

Policy,37 such that any future transfers of fee interests by Pacific Generation to third parties 

would be subject to the policy to the same extent as a current transfer by PG&E to any 

unaffiliated entity. 

X. RELATED PROCEEDINGS 

PG&E has filed two section 851 applications with the Commission to transfer two small 

hydroelectric facilities and those transactions have not yet closed.38  Those facilities would not 

be transferred to Pacific Generation, and those transactions should not be affected by this 

Application.  

PG&E’s TY 2023 GRC (A.21-06-021) is also pending before the Commission.  It is 

anticipated that Pacific Generation’s initial revenue requirements will be established based on the 

results of that rate case, as described above and further in Chapter 9 of the prepared testimony.  

 
37 Tribal Lands Policy Guidelines, § 1.3(f) & (g) (definitions of IOU and of property subject to the policy). 
38 See A.22-02-010 (Proposed Decision issued September 16, 2022); D.20-11-024 (in A.20-03-015). 
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XI. COMPLIANCE WITH THE COMMISSION’S RULES OF PRACTICE AND 
PROCEDURE 

A. Categorization, Hearings, and Issues to be Considered (Rules 2.1(c) and 7.1) 

1. Proposed Category 

PG&E proposes that this Application be categorized as a “ratesetting” proceeding. 

2. Evidentiary Hearing 

PG&E believes that hearings are likely to be desirable to further develop a sufficient 

record for the Commission to rule on this Application.  PG&E proposes a procedural schedule in 

Section XI.A.5. below. 

3. Issues to be Considered  

PG&E proposes that this proceeding consider all of the issues that are encompassed 

within the determinations and authorizations requested in Section XIV below. 

4. Relevant Safety Considerations  

In D.16-01-017, the Commission adopted an amendment to Rule 2.1(c) requiring 

utilities’ applications to clearly state the relevant safety considerations.  The Commission has 

previously explained that the “[s]afe and reliable provision of [utility services] at predictable 

rates promotes public safety.”39  Safety is PG&E’s priority, and PG&E has considered safety 

considerations in connection with this Application.  The Proposed Transaction does not have 

implications for safety, as the generation assets in question will continue to be maintained and 

operated by PG&E in the same manner as they would be in the absence of the Proposed 

Transaction. 

 
39 D.14-12-053, at 12–13. 
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5. Proposed Schedule 

In light of the important timing and value maximization considerations outlined in 

Sections II.E. and IV above, PG&E and Pacific Generation propose the following Commission 

schedule (with certain transaction-related activities, outside this proceeding, also included for 

context): 

 
September 28, 2022 File application 
October 31, 2022 Responses/Protests (assumes notice appears in Daily Calendar by 

September 30, 2022) 
November 14, 2022 Reply to Responses/Protests 
Late November 2022 Prehearing Conference 
December 2022 Scoping Memo 
January 27, 2023 Intervenor testimony 
February 10, 2023 Rebuttal testimony  
February-March, 2023 [PG&E obtains first round indicative bids from potential 

Minority Investors] 
March 1, 2023 Assigned Commissioner Ruling  
March 8, 2023 Parties to serve lists of factual issues raised by ACR that they 

intend to address in witness testimony at the evidentiary hearing, if 
any 

March-May, 2023 [Potential Minority Investors’ diligence] 
May-July, 2023 [Minority Investor(s) final bids & negotiations of agreements] 
March 20-24, 2023 Evidentiary Hearings 
April 14, 2023 Opening Briefs 
May 1, 2023 Reply Briefs 
Early June 2023 Proposed Decision 
Early July 2023 Final Decision 
July 2023 [Applicants sign Minority Sale Agreement(s) with Minority 

Investor(s)] 
September 1, 2023 Initial Tier 2 Advice Letter with definitive principal transaction 

documents 
September 21, 2023 Protests and Responses to Advice Letter filing 
September 28, 2023 Reply to any Protests or Responses 
October 2023 Approval of Initial Tier 2 Advice Letter 
October/November 
2023 

[Commission Resolution approving Advice Letter, if elevated to 
Tier 3] 

 



 

 46 
 

B. Legal Names and Locations of Applicants (Rules 2.1(a), 2.1(b) and 3.6(a)) 

Since October 10, 1905, PG&E has been an operating public utility corporation, 

organized under the laws of the State of California.  PG&E is engaged principally in the business 

of furnishing gas and electric service in California.  PG&E’s principal place of business is in 

transition from 77 Beale Street, San Francisco, California 94105 to 300 Lakeside Drive, 

Oakland, California 94612.  

Pacific Generation is a limited liability company formed under the laws of the State of 

Delaware on September 26, 2022.  Through this Application it seeks a CPCN to operate as a 

public utility engaged principally in the generation of electricity in California.  Pacific 

Generation’s principal place of business is in transition from 77 Beale Street, San Francisco, 

California 94105 to 300 Lakeside Drive, Oakland, California 94612. 

Correspondence and service to PG&E for this Application should be addressed to:  

Kimberly Ognisty 
Pacific Gas and Electric Company  
300 Lakeside Drive  
Oakland, CA 94612 
Email: kimberly.ognisty@pge.com 
Telephone: (510) 227-7060 

Correspondence and service to Pacific Generation for this Application should be 

addressed to:  

Kimberly Ognisty 
Pacific Gas and Electric Company  
300 Lakeside Drive  
Oakland, CA 94612  
Email: kimberly.ognisty@pge.com 
Telephone: (510) 227-7060 
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C. Articles of Incorporation (PG&E) and Certificate of Formation and Limited 
Liability Company Operating Agreement (Pacific Generation) (Rule 2.2) 

A certified copy of PG&E’s Amended and Restated Articles of Incorporation, effective 

June 22, 2020, was filed with the Commission on July 1, 2020, with PG&E’s Application 20-07-

002.  These articles are incorporated herein by reference. 

A copy of Pacific Generation’s Limited Liability Company Agreement currently in effect 

and a certified copy of Pacific Generation’s Certificate of Formation are Attachment B and 

Attachment C herewith.  A Certificate of Status for Pacific Generation is Attachment D herewith, 

evidencing Pacific Generation’s qualification to transact business in the State of California . 

D. Authority to Increase Rates (Rule 3.2) 

Rule 3.2(a) governs applications “for authority to increase rates, or to implement changes 

that would result in increased rates.”  This Application is not subject to Rule 3.2(a) because it 

does not seek authority to increase rates or to implement changes that would result in increased 

rates.  Following the closing of the Proposed Transaction, each of PG&E and Pacific Generation 

will file Tier 2 advice letters that divide PG&E’s rates, without increasing overall rates charged 

by PG&E and Pacific Generation combined as compared to the rates PG&E was then charging 

on a standalone basis.  This Application also is not a general rate increase application as issues 

related to PG&E’s GRC forecast and request, including as they relate to the assets proposed to be 

transferred to Pacific Generation, will continue to be litigated in A.21-06-021. 

While Rule 3.2 does not apply to this Application, PG&E and Pacific Generation 

nevertheless are providing notice consistent with Rules 3.2(b), (c) and (d) and PUC section 

454(a). 
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E. Debt Issuance (Rule 3.5) 

In support of the requested financing authorizations, Applicants attach the typical 

schedules and exhibits included with PG&E’s previous such applications.  Pacific Generation is 

a newly formed legal entity with no utility assets or operations so some of the information 

required by Rule 3.5 and typically included by PG&E is not available or would not be 

meaningful as to Pacific Generation.  Thus, to the extent it would aid the Commission’s 

consideration of the requested financing authorizations, PG&E and Pacific Generation are 

willing to supplement the record in this proceeding once they develop financial statements for 

the non-nuclear generation business that is anticipated to be transferred to Pacific Generation 

under the Proposed Transaction.40  PG&E’s most recent proxy statement, dated April 7, 2022, 

was filed with the Commission on April 20, 2022, in Application 22-04-008 and is incorporated 

herein by reference.  The remaining Rule 3.5 exhibits and schedules are listed in Section XIII 

below. 

F. Fees and Relationship to PG&E’s Financing Authorization 

PUC section 1904(b) sets forth the fees required when the Commission authorizes the 

issuance of bonds, notes, or other evidence of indebtedness.  Based on the calculation in the table 

below, Pacific Generation will remit a fee estimated to be $1,831,000 in connection with its 

requests for the authority to issue long-term and short-term debt.  Because the precise amount of 

long-term debt to be issued by Pacific Generation in connection with the Proposed Transaction is 

uncertain, Pacific Generation proposes to provide the Commission with a final calculation of the 

fees owed under section 1904(b) as part of the advice letter to implement the Proposed 

Transaction following a final decision by the Commission.  In light of the current public health 

 
40 In the alternative and to the extent required, Applicants request a waiver from complying with Rule 3.5. 
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situation, as well as modern banking practices, Pacific Generation requests that it be permitted to 

pay this amount by wire transfer.  To the extent Commission Rule of Practice 1.16 requires 

payment by check, money order or credit card, Pacific Generation requests that the Commission 

waive compliance with that rule consistent with its granting of similar such relief in the past.  See 

D.21-05-008 at 17; D.20-12-025 at 45. 

Computation of § 1904(b) Fee for  
$2.45 billion of Long-Term Debt and $1.2 billion of Short-Term Debt 

Fee on First $1 Million ($2 for every $1k) $2,000 
Fee on $1 Million - $10 Million ($1 for every 
$1k) $9,000 

Fee on $10 Million and above ($0.50 for 
every $1k) $1,820,000 

Total Fee  $1,831,000 
 

As discussed in Section II.C.1, in connection with the reorganization, the Pacific 

Generation proceeds from the initial issuance by Pacific Generation of long-term Debt Securities 

would be repatriated to PG&E to support PG&E’s capital expenditure program and enable 

PG&E to retire existing debt that is funding rate base and is scheduled to mature41 and/or to 

forbear from issuing new incremental long-term debt to finance PG&E’s near-term rate base 

investments.  PG&E accordingly requests authorization from the Commission to recoup the 

long-term debt authorizations PG&E previously used to issue the associated debt retired in 

connection with the Proposed Transaction.  Indeed, under certain capitalization scenarios 

existing PG&E long-term debt would be retired before it is scheduled to mature, so it is 

important for PG&E to maintain the ability to use the associated authorizations in the future.  

Moreover, PG&E has already paid section 1904(b) fees for debt that it retires, and Pacific 

 
41 Alternatively (or in addition), PG&E might retire this or other long-term debt before it matures through a tender 
offer, repurchase or redemption, or an exchange offer for new Pacific Generation long-term debt. 
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Generation will pay such fees on the total amount of long-term debt authorized by the 

Commission without accounting for any prior payment of fees by PG&E, so PG&E recouping 

the relevant amount of its long-term debt authorization also would preserve these fees for 

PG&E.42  In the alternative, PG&E requests that the Commission allow it to account for the fees 

paid on its long-term debt that is retired in connection with the Proposed Transaction in its next 

long-term debt application. 

G. Description of the Properties Involved, Including Book Cost and Original 
Cost (Rule 3.6(b)) 

The properties to be transferred are described above in Section II.B. and more fully in 

Chapter 2 of the accompanying testimony.  The original cost of the properties to be transferred is 

$7.3 billion, and their net book value is $3.6 billion.43 

H. Reasons of Each Applicant for Entering Into the Proposed Transaction, and 
the Facts Warranting Same (Rule 3.6(c)) 

The applicants’ reasons for entering into the Proposed Transaction are described in 

Section IV above, and more fully in Chapter 1 of the accompanying testimony. 

I. Purchase Price and the Terms for Payment (Rule 3.6(d)) 

The full proposed terms and conditions of the transfer of assets from PG&E to Pacific 

Generation are set forth in the contemplated form of Separation Agreement.  Because the 

Proposed Transaction involves a corporate reorganization—namely, the transfer of assets to a 

new generation utility subsidiary of PG&E—rather than a sale of assets, there is no purchase 

price or terms of payment.  The contemplated form of the Separation Agreement is attached 

 
42 See PUC § 1904(b) (“No fee need be paid on such portion of any such issue as may be used to guarantee, take 
over, refund, discharge, or retire any stock, bond, note, or other evidence of indebtedness on which a fee has 
theretofore been paid to the commission.”). 
43 Total recorded gross plant (original cost) and net book value, respectively, as of EOY 2021.  Both figures exclude 
the Elkhorn battery energy storage system, which did not become operational until 2022. 
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hereto as Attachment A, and is further described in Chapter 2 of the accompanying testimony.  

The final Separation Agreement would be submitted to the Commission pursuant to the proposed 

advice letter process following a Commission decision on this Application. 

J. Separation Agreement (Rule 3.6(f)) 

The final agreement is not yet available for the reasons described in Section II.E. above, 

and more fully in Chapters 1 and 5 of the accompanying testimony.  The contemplated form of 

Separation Agreement is attached hereto as Attachment A, and the final Separation Agreement 

will be submitted to the Commission by advice letter on the schedule to be specified by the 

Commission.  The Separation Agreement and the related conveyance and other documents and 

agreements contemplated thereby are discussed more fully in Chapter 2 of the accompanying 

testimony. 

XII. SERVICE 

This is a new application.  No service list has been established.  Accordingly, PG&E will 

electronically serve this Application, testimony, and related exhibits on parties to the service list 

for its 2023 GRC (A.21-06-021) and its ERRA Forecast proceeding (A.22-05-029).  Electronic 

copies and paper will also be served on Chief ALJ Anne Simon. 

XIII. EXHIBITS, SCHEDULES AND ATTACHMENTS 

In addition to the testimony supporting this Application, PG&E includes the following 

exhibits, schedules, and attachments. 

A. Exhibits 

Exhibit A:   List of governmental entities proposed to be served by PG&E and Pacific 
Generation 

Exhibit B:   PG&E’s Total Operative Plant and Depreciation Reserve 

Exhibit C:   PG&E’s End of 2021 Balance Sheet  
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Exhibit D:   PG&E’s End of 2021 Income Statement 

Exhibit E:   PG&E’s Q2 2022 Balance Sheet  

Exhibit F:   PG&E’s Q2 2022 Income Statement 

Exhibit G:   Current PG&E Rule 2.3 Financial Statement 

B. Schedules 

Schedule I:   PG&E’s Construction Expenditures (2022-2025) and Pacific Generation’s 
Capital Expenditures (2024-2026) and Long-Term Debt Request 
(CONFIDENTIAL) 

Schedule II:  PG&E’s Cash Flow Statement (2022-2025) (CONFIDENTIAL) 

Schedule III: PG&E’s Statement of Cash Requirements (2022-2026) (CONFIDENTIAL) 

Schedule IV:   PG&E’s Statement of Property  

Schedule V:  PG&E’s Operating Revenues  

Schedule VI:  PG&E’s Historical Financing 

Schedule VII:  Any additional PG&E and Pacific Generation Financing Applications in 2022 

Schedule VIII:  PG&E’s Short-Term Debt in Excess of PU Code Section 823(c)   

Schedule IX-A:  PG&E’s Pro Forma Capitalization Ratios 

Schedule IX-B:  PG&E’s Projected Capitalization Ratios (2022-2025) (CONFIDENTIAL) 

Schedule X:  Computation of Fee 

C. Attachments 

1. Proposed Form of Separation Agreement 

The proposed form of Separation Agreement is Attachment A herewith.  In addition, the 

Separation Agreement will have various schedules and exhibits, not attached hereto but 

described in the accompanying Chapter 2 of testimony, which will be part of the documentation 

submitted with PG&E’s advice letter following the Commission’s Decision. 
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2. Pacific Generation LLC Agreements 

A copy of the Limited Liability Company Agreement of Pacific Generation that is 

currently in effect (with PG&E as sole member) is Attachment B herewith. 

The contemplated form of the Amended and Restated Limited Liability Company 

Operating Agreement of Pacific Generation (which would be entered into by PG&E, New 

Holdco, and the Minority Investor(s)) is Attachment A to Chapter 5 of the accompanying 

testimony. 

3. Pacific Generation Certificate of Formation and California 
Qualification 

A copy of Pacific Generation’s Limited Liability Company Agreement currently in effect 

and a certified copy of Pacific Generation’s Certificate of Formation are Attachment B and 

Attachment C herewith.  A Certificate of Status for Pacific Generation is Attachment D herewith, 

evidencing Pacific Generation’s qualification to transact business in the State of California.   

XIV. CONCLUSION/REQUEST FOR COMMISSION DETERMINATIONS AND 
AUTHORIZATIONS 

Applicants respectfully request that the Commission issue an order authorizing PG&E to 

transfer the subject assets to Pacific Generation, granting Pacific Generation a CPCN, 

authorizing Pacific Generation to issue debt as requested, and making the other determinations 

and rulings described above. 

Applicants request that the Commission’s decision: 

1. Approve the transfer to Pacific Generation of PG&E’s right, title, and interest in all of 

PG&E’s non-nuclear generation assets—including its hydroelectric facilities (except 

facilities that are the subject of previously-filed applications under section 851), natural 

gas-fired facilities, solar facilities (except two small solar facilities near PG&E’s San 

Francisco service center), and the Elkhorn battery energy storage system.  The transfer 
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will be accomplished pursuant to the Separation Agreement, the final form of which will 

be submitted through one or more Tier 2 advice letters.  The transfer may involve fee 

interests, leases, licenses, easements, and certain contractual obligations to third parties. 

2. Authorize the transfer from PG&E to Pacific Generation and, in some cases, from Pacific 

Generation to PG&E of such leases or easements as are necessary to effectuate this 

Proposed Transaction, including a lease or easement in the PG&E-owned land that 

underlies and accesses the Humboldt Bay Generating Station.  In the event PG&E 

effectuates a separation of the Humboldt Bay land into separate parcels containing 

nuclear and non-nuclear generating assets, respectively, authorize the post-closing 

transfer from PG&E to Pacific Generation of a fee interest in the resulting non-nuclear 

generation Humboldt Bay land parcel(s). 

3. Authorize PG&E to transfer to Pacific Generation such rights as are consistent with 

Pacific Generation obtaining the benefits of PG&E common plant assets in connection 

with PG&E’s operation, maintenance, and scheduling and dispatch of Pacific 

Generation’s assets. 

4. Issue a Certificate of Public Convenience and Necessity to Pacific Generation as an 

“electrical corporation” owning “electric plant” and as a “public utility” that is subject to 

cost-of-service regulation by the Commission.  PUC §§ 216, 217, 218, 1001. 

5. Confirm that the proceeds of PG&E’s sale of the Pacific Generation Minority Interests 

can be utilized by PG&E as equity. 

6. Confirm that Pacific Generation will be subject to the Commission’s affiliate transaction 

rules (“ATR”) as a utility and that ATR IX.A and IX.B apply to Pacific Generation.  

Further confirm that Pacific Generation and PG&E will not be “affiliates” of one another 
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under the ATR, or, alternatively, exempt Pacific Generation from the definition of 

“affiliate” and refrain from applying the ATR to the relationship between Pacific 

Generation (or any wholly owned subsidiaries) and PG&E.   

7. Confirm that the Minority Investor(s) will not qualify as “affiliates” under the ATR.   

8. Confirm that Ordering Paragraphs 15-16 of D.96-11-018 apply to Pacific Generation. 

9. Modify Ordering Paragraph 8 of D.99-04-068 to read: “[t]he capital requirements of 

PG&E and Pacific Generation, as determined to be necessary and prudent to meet the 

obligation to serve or to operate the utility in a prudent and efficient manner, shall be 

given first priority by PG&E Corporation's Board of Directors.” 

10. Exempt Pacific Generation from the requirements imposed on PG&E by D.20-05-053 to 

report on the sale or encumbrance of assets by PG&E’s subsidiaries and to obtain 

Commission approval for such subsidiaries’ sale or encumbrance of assets valued over $5 

million. 

11. Confirm that the contemplated forms of agreement pursuant to which the Minority 

Investor(s) will acquire Pacific Generation Minority Interests would not involve a change 

in control under PUC section 854. 

12. Confirm that the Proposed Transaction does not trigger application of PUC section 854.2 

because it does not involve a successor employer and does not implicate any of the 

employee protection-related remedies or policy concerns addressed by that section. 

13. Confirm that the Proposed Transaction does not trigger the Commission’s gain on sale 

rules because it involves the transfer of rate base assets at book value and the assets will 

remain dedicated to public service and subject to cost-of-service regulation by the 

Commission.  
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14. Confirm that the Proposed Transaction is not a “project” within the meaning of the 

California Environmental Quality Act (“CEQA”), and thus is not subject to CEQA 

review.  See Cal. Pub. Res. Code § 21065. 

15. Determine that the Tribal Land Transfer Policy is inapplicable or conclude that the 

Proposed Transaction is subject to an exemption from said policy.  See Tribal Land 

Transfer Policy Implementation Guidelines, January 14, 2021, § 1.3(d). 

16. Confirm that the Proposed Transaction is consistent with PG&E’s Land Conservation 

Commitment (“LCC”), in light of Pacific Generation’s pledge to assume responsibility 

for those obligations when it takes title to lands subject to the LCC.  See D.03-12-035. 

17. Find that the Proposed Transaction will not affect system reliability and that Pacific 

Generation’s assets will continue to be dedicated to the public and operated by PG&E in 

the same manner as today, consistent with PUC § 362. 

18. Set Pacific Generation’s authorized capital structure at 52% equity and 48% long-term 

debt and extend the Commission’s decision in PG&E’s Test Year (TY) 2023 COC 

application (A.22‑04‑008), including with respect to the Commission’s determination 

regarding PG&E’s cost of long‑term debt, rate of return on equity, weighted and 

consolidated rate of return, and request for a Yield Spread Adjustment, to apply to Pacific 

Generation. 

19. Authorize Pacific Generation pursuant to PUC sections 817, 818, and 851 to issue, sell 

and deliver or otherwise incur at any time or times and from time to time and in one or 

more series, as applicable, long-term Debt Securities, such as first and refunding 

mortgage bonds and other secured long-term Debt Securities, debentures, notes, overseas 

indebtedness, foreign currency denominated securities, medium-term notes, trust 



 

 57 
 

preferred securities, direct loans, accounts receivable facilities, other floating or variable 

rate debt, hybrid securities, and other evidences of indebtedness (collectively, “Long-

Term Debt Securities”) in an aggregate principal amount not to exceed $2.1 billion, in 

order to capitalize Pacific Generation as part of the Proposed Transaction and 

reorganization of PG&E and to finance Pacific Generation’s rate base in line with its 

authorized capital structure, as well as for other statutorily authorized purposes. 

20. Authorize Pacific Generation pursuant to PUC sections 817, 818 and 851 to issue, sell 

and deliver or otherwise incur at any time or times and from time to time and in one or 

more series, as applicable, Long-Term Debt Securities in an aggregate principal amount 

not to exceed $350 million to fund Pacific Generation’s anticipated capital expenditures 

over the 2024-2026 period and to allow it to finance its ongoing capital spending 

requirements and to replace maturing debt. 

21. Authorize Pacific Generation pursuant to PUC sections 823 and 851 to issue, sell and 

deliver or otherwise incur various types of short-term Debt Securities, such as direct 

loans, revolving credit facilities, term loan facilities, letter of credit facilities, accounts 

receivable financing, commercial paper, and extendible commercial notes (collectively, 

“Short-Term Debt Securities”) in an aggregate principal amount not to exceed $1.2 

billion including the amount authorized by PUC section 823(c). 

22. Authorize Pacific Generation to arrange credit agreements or other credit facilities as may 

be necessary for the purpose of issuing the Debt Securities as set forth in or contemplated 

by the testimony and other documents filed with the Commission in support of this 

Application and to modify such credit facilities in the manner set forth without further 

authorization from the Commission. 
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23. Authorize Pacific Generation to guarantee the securities or other debt instruments of 

regulated direct or indirect subsidiaries or affiliates of Pacific Generation, or of 

governmental entities that issue securities on behalf of Pacific Generation and to enter a 

performance guaranty (or PG&E to enter into a performance guaranty) in connection with 

transactions involving accounts receivable facilities in which Pacific Generation does not 

act as servicer (or does not appoint PG&E to act as sub-servicer). 

24. Authorize Pacific Generation pursuant to PUC section 851 to pledge or otherwise dispose 

of or encumber utility property in order to secure the Debt Securities by (i) a mortgage on 

Pacific Generation’s property, including by issuing collateral mortgage bonds or first 

mortgage bonds, (ii) a pledge or sale of Pacific Generation’s accounts receivable, 

including related collateral pledged under accounts receivable facilities, and/or (iii) a lien 

on Pacific Generation’s property or another credit enhancement arrangement. 

25. Authorize Pacific Generation to execute and deliver one or more indentures or 

supplemental indentures and other instruments evidencing or governing the terms of the 

Debt Securities and mortgages, security agreements, pledge agreements, and such other 

collateral documents or instruments to secure the Debt Securities authorized by the 

Commission in this proceeding, and to sell, lease, assign, mortgage, or otherwise dispose 

of or encumber utility property in connection with the issuance of the Debt Securities; 

provided that any such encumbrance of utility property, to the extent undertaken as credit 

enhancement for the primary obligation, shall not be counted against the amounts 

authorized. 

26. Authorize Pacific Generation to issue, sell, and deliver Debt Securities by public offering 

or private placement. 
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27. Provide that Pacific Generation may utilize at its discretion the features to enhance Debt 

Securities as described in PG&E’s testimony, including but not limited to, credit 

enhancement features (such as letters of credit, standby bond purchase agreements, surety 

bonds or insurance policies, other credit support arrangements, mortgage security and 

debt used as credit enhancement), redemption provisions, put options, sinking funds, and 

tax-exempt financing structures and warrants, and may enter into interest rate hedges.   

28. Specifically find, as required by PUC section 818, that in the opinion of the Commission, 

the money, property, or labor to be procured or paid for by such issues is reasonably 

required for the purposes so specified, and that, except as otherwise permitted in the order 

in the case of bonds, notes, or other evidences of indebtedness, such purposes are not, in 

whole or in part, reasonably chargeable to operating expenses or to income. 

29. Authorize PG&E pursuant to PUC section 823(d) to retire any short-term debt issued in 

connection with facilitating the Proposed Transaction with the long-term debt proceeds 

repatriated to PG&E in connection with the reorganization of PG&E. 

30. Authorize PG&E to recoup the long-term debt authorizations PG&E previously used to 

issue the associated long-term debt retired in connection with the Proposed Transaction 

and upon which PG&E has already paid section 1904(b) fees44 or, in the alternative, 

authorize PG&E to account for the fees paid on its long-term debt that is retired in 

connection with the Proposed Transaction in its next long-term debt application. 

31. Approve the related ratemaking requested by PG&E and Pacific Generation.   

 
44 See PUC § 1904(b) (“No fee need be paid on such portion of any such issue as may be used to guarantee, take 
over, refund, discharge, or retire any stock, bond, note, or other evidence of indebtedness on which a fee has 
theretofore been paid to the commission.”). 
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32. Authorize Pacific Generation to file tariffs, including joint tariffs with PG&E, to establish 

rates sufficient to recovery Pacific Generation’s authorized revenue requirement, as well 

as tariffs that would establish memorandum and balancing accounts similar to those 

maintained by PG&E today, and to update its rates via an Annual Electric True-Up 

(“AET”) and other joint advice letter filings with PG&E. 

33. Authorize Pacific Generation to adopt the electric rules, electric forms, and other tariffs, 

in a manner substantially similar to PG&E’s, necessary to operate as a public utility.  

34. Authorize PG&E to revise its electric rate schedules, preliminary statements, electric 

rules, electric forms, and other tariffs as necessary to accommodate the formation of 

Pacific Generation and implement the Proposed Transaction. 

35. Authorize PG&E, concurrent with the transfer of assets to Pacific Generation, to transfer 

balances from certain memorandum and balancing accounts to newly-created equivalent 

accounts at Pacific Generation, on an as-needed basis.  

36. Authorize PG&E to continue to maintain its existing tariffs and memorandum and 

balancing accounts, notwithstanding the establishment of certain parallel tariffs and 

accounts through Pacific Generation, in order to ensure operational continuity, facilitate 

certain ongoing support and indemnification obligations, and promote a smooth 

transition.  

37. Grant authority for PG&E and Pacific Generation to file additional advice letters, as 

needed, to fully implement the Proposed Transaction and the associated ratemaking and 

tariff changes contemplated thereby. 
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38. Approve Applicants’ proposals regarding safety governance, the Independent Safety 

Monitor, and the Enhanced Oversight and Enforcement Process, and confirm that other 

governance requirements adopted in D.20-05-053 do not apply to Pacific Generation. 

39. Authorize PG&E and Pacific Generation to jointly comply with obligations applicable to 

load-serving entities, including reporting and forecasting obligations under the resource 

adequacy program, integrated resource planning requirements, and compliance with 

renewable portfolio standards.  See PUC § 380; id. §§ 399.11 et seq; id. §§ 454.51, 

454.52. 

40. Authorize PG&E and Pacific Generation to jointly submit and obtain approval of a 

Wildfire Mitigation Plan. 

41. Confirm that PG&E, not Pacific Generation, will retain its designation as provider of last 

resort and as the central procurement entity for its electric distribution service area.  

PUC §§ 216(a)(2), 387; R.21-03-011; D.20-06-002. 

42. Grant such additional authorizations or further relief to PG&E and Pacific Generation 

with respect to the authorizations sought herein as the Commission may deem 

appropriate.45 

 

 

 

 
45 This approval is in parallel to certain approvals from FERC that are required for the Proposed Transaction, 
including the transfer of relevant hydropower licenses (to be effectuated in coordination with the transfer of the 
physical assets subject to those licenses) to Pacific Generation, which PG&E will seek through separate proceedings 
before that agency. 
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 Respectfully Submitted, 
 
 
 
By:                 /s/  William Manheim      

 WILLIAM MANHEIM  
PACIFIC GAS AND ELECTRIC COMPANY 
and PACIFIC GENERATION LLC 

  
WILLIAM MANHEIM 
TYSON SMITH 
KIMBERLY OGNISTY  
 
Pacific Gas and Electric Company 
300 Lakeside Drive 
Oakland, CA  94612 
Telephone: (510) 227-7060 
Facsimile: (415) 973-5520 
E-Mail:  William.Manheim@pge.com   

 
 
 
 
Dated:  September 28, 2022 

HENRY WEISSMANN 
KEVIN ALLRED 
GIOVANNI SAARMAN GONZÁLEZ  
 
Munger, Tolles & Olson LLP 
350 South Grand Avenue 
Los Angeles, CA 90071-3426 
Telephone: (213) 683-9150 
Facsimile: (213) 683-5150 
E-Mail:  Henry.Weissmann@mto.com  
 
 
Attorneys for  
PACIFIC GAS AND ELECTRIC COMPANY 
and PACIFIC GENERATION LLC 
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VERIFICATION 

I, the undersigned, say: 

I am an officer of PACIFIC GAS AND ELECTRIC COMPANY, a California 

corporation, and of PACIFIC GENERATION LLC, a Delaware limited liability company, and 

am authorized, pursuant to Code of Civil Procedure Section 466, paragraph 3, to make this 

verification for that reason; I have read the foregoing Application and I am informed and believe 

the matters therein are true and, on that ground, I allege that the matters stated therein are true. 

I declare under penalty of perjury under the laws of the State of California that the 

foregoing is true and correct. 

Executed at Lafayette, California, on September 27, 2022. 

 

 /s/ David S. Thomason 
 David S. Thomason 

PACIFIC GAS AND ELECTRIC COMPANY 
and PACIFIC GENERATION LLC 
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REQUEST FOR EXPEDITED SCHEDULE 

Pursuant to Commission Rules of Practice, Rule 2.9, Pacific Gas and Electric Company 

(PG&E) requests that this Application be resolved on an expedited schedule, in order to avoid 

ratepayer harm.  Rule 2.9 provides for expedited schedules where there is a “need to resolve a 

financial matter expeditiously to avoid ratepayer harm.”  This is such a matter. 

PG&E faces very substantial capital needs in the coming years, including a need to pay 

off the balances on debt that will mature in 2023 and 2024.  This application proposes a set of 

transactions (the “Proposed Transaction”) that PG&E has determined to be the most efficient 

way to raise equity, which can be used to pay off that debt and to fund other critical 

infrastructure needs.  The Proposed Transaction allows PG&E to raise equity on what it 

anticipates will be more favorable terms than the available alternatives, and that will not entail 

dilution of existing shareholders.   

If the Proposed Transaction contemplated by this application does not close by the end of 

2023, then PG&E will be forced to raise capital in more expensive and detrimental ways.  In 

particular, it is anticipated that sale of additional PG&E Corporation common stock under 

current market conditions would be at prices that implicitly place less value on PG&E’s assets 

than what would be obtained under the Proposed Transaction, and would dilute existing 

shareholders—including the Fire Victim Trust (most of whose beneficiaries likely are PG&E 

ratepayers).  In addition, the Proposed Transaction will result in taxable income that will 

accelerate use of existing net operating losses (“NOLs”), which in turn will accelerate 

contributions to the Customer Credit Trust (“CCT”), to the benefit of customers (on a present 

value basis).  Ratepayers will share in any CCT surplus, and accordingly expediting this 

proceeding avoids potential harm to ratepayers through the CCT results (as compared to the 

alternative of the Proposed Transaction). 
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In addition, as the Commission has recognized, ratepayers have a general interest in 

PG&E’s return to financial health and an investment-grade issuer credit rating.  By enabling 

PG&E to raise capital in a more efficient way, the Proposed Transaction promotes PG&E’s 

financial health, to the benefit of customers. 

PG&E respectfully requests that the Assigned Commissioner determine that this 

application merits an expedited schedule and designate it as expedited, and accordingly that, 

pursuant to Rule 2.9, the Assigned Commissioner or Administrative Law Judge “notice a 

prehearing conference no later than 20 days from the date of preliminary categorization of the 

proceeding under Rule 7.1(a), and hold a prehearing conference no later than 30 days from the 

date of preliminary categorization.”   
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SEPARATION AGREEMENT 

THIS SEPARATION AGREEMENT (this “Agreement”) is made as of [DATE], 2023 by 
and between PACIFIC GAS AND ELECTRIC COMPANY, a California corporation (“PG&E”) 
and PACIFIC GENERATION LLC, a Delaware limited liability company (the “Company”). 
Unless otherwise defined herein, capitalized terms used herein are defined in Article I. 

WHEREAS, PG&E is engaged in, among other things, the business of the generation, sale 
and delivery of electricity to customers, including the generation of electricity from (among other 
sources) hydroelectric, natural gas-fired and solar generation facilities and emission of electricity 
from battery energy storage systems;  

WHEREAS, the Company is a newly formed and wholly owned subsidiary of PG&E, 
created for the purposes of the Contemplated Transactions (as defined below) and the transactions 
contemplated by the Minority Sale Agreements (as defined below);  

WHEREAS, PG&E wishes to contribute to the Company, and the Company was formed 
to accept, the Generation Assets (as defined in Section 2.2) and to assume the Generation 
Liabilities (as defined in Section 2.5);   

WHEREAS, following such contribution and assumption, PG&E will operate and maintain 
such Generation Assets in accordance with the terms and conditions of the Intercompany 
Agreements (as defined in Section 3.3) between PG&E and the Company being entered into 
concurrently with this Agreement; and  

WHEREAS, PG&E has entered into (i) a Minority Sale Agreement, dated as of [                  ], 
2023, by and among PG&E, the Company and [name of Investor Party], and (ii) a Minority Sale 
Agreement, dated as of [   ], 2023, by and among PG&E, the Company and [name of Investor 
Party] (collectively, the “Minority Sale Agreements”) pursuant to which PG&E has agreed to sell, 
and [Investor[s]] (collectively, “Investors,” and each, an “Investor”) have severally agreed to 
purchase, certain equity interests of the Company following the Closing Date.  

NOW, THEREFORE, in consideration of the foregoing, the mutual covenants and 
agreements herein contained and other good and valuable consideration, the receipt and sufficiency 
of which is hereby acknowledged, the parties hereto hereby agree as follows: 

ARTICLE I 
DEFINITIONS  

1.1 As used in this Agreement, the following terms have the meanings set forth below.  

“Action” means any notice, charge, assertion, appeal, action, demand, citation, summons, 
litigation, suit, proceeding, hearing or arbitration by or before any Governmental Authority or 
any validly constituted arbitral panel or similar body, of any nature, criminal, civil, 
administrative, regulatory, investigative or otherwise, and whether at law or in equity. 

“Advice Letter” means the process authorized by the Commission pursuant to D.23-XX-
XXX and General Order 96-B for PG&E and the Company to submit final copies of this 
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Agreement and the Minority Sale Agreements and to consummate the transactions contemplated 
by this Agreement and the Minority Sale Agreements.  

“Agreement” shall have the meaning set forth in the preamble. 

“Assumed Contract” shall have the meaning set forth in Section 2.2(f). 

“Assumed Environmental Liabilities” means any Environmental Liability relating to or 
arising out of the Generation Assets or the Generation Business, whether based on facts, 
circumstances, events, occurrences, conduct or Environmental Claims occurring prior to, on or 
following the Closing Date, other than the Known Environmental Liabilities. 

“Business Day” means any day other than a Saturday, a Sunday, or a day on which banks 
located in San Francisco, California or New York, New York are authorized or required by Law 
to be closed. 

“CEC” means the California Energy Commission. 

“CEC Application” means a petition to transfer ownership or operational control of a 
facility pursuant to 20 Cal. Code of Reg. § 1769(b). 

“CEC Approval” means, as applicable, CEC staff affirmation of the CEC Application or 
the adoption by the CEC of the CEC staff affirmation of the CEC Application. 

“CERCLA” means the Comprehensive Environmental Response, Compensation, and 
Liability Act of 1980 (42 U.S.C. §§ 9601 et seq.). 

“Closing” shall have the meaning set forth in Section 3.1. 

“Closing Date” shall have the meaning set forth in Section 3.1. 

“Code” means the Internal Revenue Code of 1986, as amended. 

“Company” shall have the meaning set forth in the preamble. 

“Company Opening Balance Sheet” means the opening balance sheet of the Company as 
of the Closing Date, prepared in accordance with generally accepted accounting principles and 
after giving effect to the transactions contemplated hereby.  

“Completed Environmental Matter” means a Known Pre-Closing Environmental Matter 
for which PG&E has achieved Completion (as such term is defined in Section 7.1(a)). 

“Consent” means any consent, approval or authorization of or designation, registration, 
declaration or filing with, any Person other than a Governmental Authority. 

“Contemplated Transactions” means the transactions contemplated by this Agreement, 
including the execution and delivery of the Intercompany Agreements. 
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“Contracts” means any agreement, contract, lease, settlement, consensual obligation, 
promissory note, evidence of indebtedness, purchase order, letter of credit, license, promise or 
undertaking of any nature (whether written or oral and whether express or implied), including 
letters of intent, executed term sheets and similar evidences of an agreement in principle, but 
excluding any Employee Benefit Plan. 

“Control” means the possession, directly or indirectly, of the power to direct or cause the 
direction of the management or policies of a Person, whether through the ownership of voting 
securities, by contract or otherwise. The term “Control” when used as a verb shall have a 
correlative meaning. 

“Conveyance Documents” has the meaning set forth in Section 3.2(a). 

“CPUC” means the California Public Utilities Commission. 

“CPUC Advice Letter Approval” means the confirmation by the CPUC that the Advice 
Letter is effective. 

“CPUC Order” means [CPUC Decision No. 23-__-___, issued ______, 2023.] 

“Data Breach” means any unauthorized Processing of Generation Business Data or IT 
Systems, or any other data security incident requiring notification to any Person or Governmental 
Authority under Privacy Laws. 

“Data Processor” means a natural or legal Person, public authority, agency or other body 
that Processes Personal Data on behalf of or with respect to the Generation Business.  

“Decommissioning Liabilities” means any and all liabilities and costs incurred in relation 
to decommissioning, removing, disposing, recovering or making safe any Generation Assets 
following the Closing (including any liabilities and costs incurred in connection with 
environmental matters or under Environmental Law, whether known or unknown by PG&E at 
the Closing). Decommissioning Liabilities shall not be impacted by any amounts that have been, 
or are expected to be, recovered by PG&E from customers in rates. 

“Delayed Generation Asset” has the meaning set forth in Section 6.1(a).  

“Delayed Generation Liability” has the meaning set forth in Section 6.1(a).  

“Disclosure Schedules” means the Disclosure Schedules attached hereto. References to 
“Schedules” or a “Schedule” herein refer to sections of the Disclosure Schedules.  

“Employee Benefit Plan” has the meaning set forth in Section 4.13(a).  

“Energy Industry Regulations” means the laws, orders, decisions, directives, and 
regulations of the CPUC, FERC, CEC and FCC. 

“Enforceability Exceptions” has the meaning set forth in Section 4.2. 
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“Environmental Claim” means any and all claims alleging potential liability, 
administrative or judicial actions, suits, orders, liens, notices alleging liability, notices of 
violation, investigations, complaints, requests for information, proceedings, or other written 
communication, whether criminal, civil or administrative based upon, alleging, asserting, or 
claiming any actual or potential Environmental Liability. 

“Environmental Law” means any Law relating to or imposing liability or standards of 
conduct with respect to the protection of human health, safety, the environment or natural 
resources (including ambient air, soil, surface water, groundwater, wetlands, land or subsurface 
strata, flora and fauna and other natural resources), including Laws relating to (a) emissions, 
discharges, releases or threatened releases of Hazardous Substances into the environment; (b) 
manufacture, generation, processing, distribution, use, treatment, storage, disposal, transport or 
handling of Hazardous Substances; and (c) exposure to Hazardous Substances or conditions. 

“Environmental Liability” means any and all liability, Loss, costs, expenses, fines, 
penalties, damages, environmental investigation, remediation or response costs, monitoring 
costs, natural resource damages, attorney’s fees and expenses, consultant’s fees and expenses 
and other costs and expenses relating to or arising from (a) the actual or alleged violation of, or 
liability under, any Environmental Law or any Environmental Permit, including fines and 
penalties, mitigation damages and costs to correct any such violations, (b) the presence in any 
environmental media (including indoor air) or building structures, Release, or threatened Release 
of any Hazardous Substances at any location, including at off-site locations used for the disposal, 
storage, recycling or reclamation of Hazardous Substances or other wastes, and (c) personal or 
bodily injury or death resulting from exposure to Hazardous Substances. 

“ERISA” means the Employee Retirement Income Security Act of 1974. 

“Excluded Assets” shall have the meaning set forth in Section 2.3. 

“Excluded Hydroelectric Facilities and Assets” means the assets to be sold pursuant to 
(1) the Purchase and Sale Agreement by and between PG&E and Tule Hydro LLC, as purchaser, 
which include the Hydroelectric Facilities relating to the Tule River Project (FERC No. 1333) 
and (2) the Purchase and Sale Agreement by and between PG&E and Nevada Irrigation District, 
as purchaser, which include the Hydroelectric Facilities relating to the Deer Creek Hydroelectric 
Project. 

“FCC” means the Federal Communications Commission or any successor agency thereto. 

“FCC Approval” means any approvals or authorizations necessary in connection with the 
Contemplated Transactions (if any).  

“FCC License” means a license or other authorization issued by the FCC to PG&E that is 
used or held for use in the Generation Business. 

“FERC” means the Federal Energy Regulatory Commission. 

“FERC Approvals” means collectively, FERC approval of the transfer of the relevant 
hydropower licenses, FERC approval pursuant to FPA section 203 for the Contemplated 
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Transactions and the transactions contemplated by the Minority Sale Agreements, and FERC 
authorization or acceptance (as applicable) pursuant to FPA section 205 for the Company’s electric 
wholesale tariffs and for certain Intercompany Agreements. 

“FERC Hydro Project Licenses” means the hydropower licenses issued to PG&E in 
connection with the Generation Business and the Generation Assets pursuant to the Federal Power 
Act.  

“Generation Assets” shall have the meaning set forth in Section 2.2. 

“Generation Balancing Account” means the balancing accounts specified in PG&E’s 
tariffs and authorized by the CPUC related to the Generation Business. 

“Generation Business” means PG&E’s business of the generation or emission of 
electricity from owned assets regulated by the CPUC on the basis of cost, including 
hydroelectric, natural gas-fired and solar generation facilities and the storage of electricity in 
battery energy storage systems, but excluding the Retained Generation Assets, as conducted 
immediately prior to the Closing.  

“Generation Business Data” means all confidential data, information, and data 
compilations contained in the IT Systems or databases of PG&E, including Personal Data, that 
are used in the Generation Business. 

“Generation Business Privacy Policies” means any (a) internal or external past or present 
data protection, data usage, data privacy and security policies of the Generation Business, (b) 
representations, obligations, promises or commitments with respect to the Generation Business, 
relating to privacy, security, or the Processing of Personal Data, and (c) policies and obligations 
applicable to the Generation Business as a result of any certification relating to privacy, security, 
or the Processing of Personal Data. 

“Generation Business R&W” means (a) in respect of this Agreement, the representations 
and warranties made by PG&E to the Company in Section 4.5 (Compliance with Law), Section 
4.6 (No Litigation), Section 4.7 (Permits), Section 4.8 (Water Rights), Section 4.9 (Real 
Property), Section 4.10 (Title and Condition; Sufficiency of Assets), Section 4.11 (Material 
Assigned Contracts), Section 4.12 (Insurance), Section 4.13 (Employees and Employee Benefit 
Plans; Labor), Section 4.14 (Environmental Matters), Section 4.15 (Data Privacy; Cybersecurity) 
and Section 4.17 (Intellectual Property) of this Agreement and (b) in respect of the Minority Sale 
Agreement[s], the representations and warranties made by PG&E to Investor[s] pursuant to 
Article V of the Minority Sale Agreement[s].  

“Generation Facilities” means the electric generation facilities that are part of the 
Generation Business, including any battery storage systems.   

“Generation Liabilities” shall have the meaning set forth in Section 2.5. 

“Generation Memorandum Account” means the memorandum accounts specified in 
PG&E’s tariffs and authorized by the CPUC related to the Generation Business.   
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“Generation Real Property” means the Owned Generation Real Property, the Leased 
Generation Real Property and the Generation Rights-of-Way.   

“Generation Real Property Leases” means each Contract to which PG&E is a party for 
the Leased Generation Real Property.   

“Generation Regulatory Assets” means deferred charges and other rights of the Company 
to potentially recover amounts from customers through rates and charges in future periods 
(together with any interest or return thereon, as applicable), including the amounts set forth in the 
Generation Memorandum Accounts or the Generation Balancing Accounts. 

“Generation Regulatory Liabilities” means, to the extent related to the Generation 
Business, liabilities to refund or credit amounts to customers through rates and charges in future 
periods (together with any interest or return thereon) that result specifically from ratemaking 
action by the CPUC, whether pursuant to a decrease or offset to Rate Base or revenue 
requirement for ratemaking purposes or pursuant to a recovery or credit mechanism that has been 
specifically authorized or approved by the CPUC. 

“Generation Rights-of-Way” means easements, licenses, rights-of-way, option, rights-of-
first refusal, rights-of-first offer or similar rights or interests in any parcel of real property, which 
rights or interest are held or used in the Generation Business.  

“Governmental Authority” means any federal, national, regional, state, municipal or local 
government or special district, any political subdivision or any governmental, judicial, public, 
administrative, Tax, regulatory, arbitral, statutory or other instrumentality, tribunal, court, agency, 
authority, body, commission, bureau or entity having jurisdiction over the matter or Person in 
question or over any of the Generation Assets, including, as applicable, FERC, the CPUC, the 
CEC, the NERC, the SWRCB and CAISO. 

“Governmental Order” means any order, writ, judgment, injunction, decree, stipulation, 
determination, penalty, or award entered by or with any Governmental Authority. 

“Hazardous Substance” means, collectively, (a) any chemical, material or substance that is 
listed or regulated under applicable Laws as a “hazardous” or “toxic” substance or waste, or as a 
“contaminant” or “pollutant” or words of similar import, (b) any petroleum or petroleum products, 
flammable materials, explosives, radioactive materials, asbestos, urea formaldehyde foam 
insulation, and transformers or other equipment that contain polychlorinated biphenyls or per- and 
polyfluoroalkyl substances, and (c) any other chemical or other material or substance, exposure to 
which is prohibited, limited or regulated by any Law. 

“Hydroelectric Facilities” means those certain hydroelectric facilities that are Generation 
Facilities, together with all improvements, additions and replacements thereto. 

“Information Security Program” means a written information security program that 
complies with Privacy Laws and that includes: (a) policies and procedures regarding the 
Processing of Personal Data; (b) administrative, technical and physical safeguards to protect the 
security, confidentiality, and integrity of any Personal Data Processed with respect to the 
Generation Business; (c) requirements for protecting the security, confidentiality, and integrity of 
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any Personal Data Processed by, and IT Systems operated by, any third party operating on behalf 
of or at the direction or for the benefit of the Generation Business; (d) disaster recovery, business 
continuity, incident response, and security plans, procedures and facilities; and (e) protections 
against Data Breaches, malicious code, and against loss, misuse or unauthorized access to and 
Processing of Generation Business Data and IT Systems used with respect to the Generation 
Business. 

“Intellectual Property Rights” means all rights in and to the following: (a) patents and 
patent applications, (b) trademarks, service marks, trade dress, logos, (c) copyrights and 
registrations and applications for registration thereof, (d) mask works and registrations and 
applications for registration thereof, (e) trade secrets, inventions (whether patentable or 
unpatentable and whether or not reduced to practice) and know-how and (f) domain names. 

“Intercompany Agreements” shall have the meaning set forth in Section 3.3.  

“Investor” shall have the meaning set forth in the recitals. 

“IT Assets” means all computers, computer software, embedded software, databases, 
firmware, middleware, servers, workstations, routers, hubs, switches, data communication lines, 
and all other information technology and computer systems, equipment, and all associated 
documentation, used or held for use in the Generation Business. 

“IT Systems” means the hardware, software, firmware, middleware, equipment, 
electronics, platforms, servers, workstations, routers, hubs, switches, interfaces, data, databases, 
data communication lines, network and telecommunications equipment, websites and internet-
related information technology infrastructure, wide area network and other data communications 
or information technology equipment, owned, leased by, used by, for the benefit of, licensed to, 
or Processed in the conduct of the Generation Business. 

“Knowledge” means, with respect to PG&E or the Company, the actual, current 
knowledge of, or the knowledge that Person has after reasonable inquiry of their respective direct 
reports, of the Persons listed in Schedule 1.1(a) for PG&E or the Company, as applicable, of any 
fact, circumstance or condition, irrespective of the group and title set forth in Schedule 1.1(a).  

“Known Environmental Liabilities” means all liabilities and Losses arising from or 
related to the Remediation of Known Pre-Closing Environmental Matters in accordance with 
Section 7.1 of this Agreement. 

“Known Pre-Closing Environmental Matters” shall have the meaning set forth in Section 
7.1(a)(i). 

“Law” means any statute, law, ordinance, treaty, rule or regulation of a Governmental 
Authority. 

“Leased Generation Real Property” means the real property leased, subleased, licensed or 
otherwise occupied by PG&E as tenant, sublessee, licensee or occupier, together with, to the 
extent leased, subleased, licensed or otherwise occupied by PG&E, all buildings and other 
structures, facilities, powerhouses, dams, reservoirs and other improvements located thereon, all 
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fixtures, systems, equipment and items of personal property that are used or held for use in the 
Generation Business affixed thereto and all easements, licenses, rights and appurtenances 
relating to the foregoing. The real property leased under the Generation Real Property Leases 
shall be Leased Generation Real Property. 

“Legal Impediment” means a legal impediment, restraint or prohibition which is in effect 
and has the effect of preventing, restricting or otherwise prohibiting the transfer of a Generation 
Asset or the assumption of a Generation Liability, as the case may be, as of the Closing Date.  

“Liens” means (a) with respect to real property, liens, pledges, mortgages, deeds of trust, 
security interests, easements, and other similar encumbrances affecting title to real property, and 
(b) with respect to personal property, liens, pledges, and security interests, in each case, whether 
imposed by law or agreement. 

“Lookback Date” means [January 1, 2022]. 

“Material Adverse Effect” means any condition, circumstance, event or change that, 
individually or in the aggregate with any other such conditions, circumstances, events or changes, 
(a) with respect to PG&E, has had or would reasonably be expected to have a material adverse 
effect on the ability of PG&E to consummate the Contemplated Transactions or to perform its 
obligations under this Agreement and (b) with respect to the Generation Business, has or would 
reasonably be expected to have a material adverse effect on the business, assets, financial condition 
or results of operations of the Generation Business; provided, however, that a Material Adverse 
Effect shall not include any such condition, circumstance, event or change specifically disclosed 
in CPUC or FERC filings or the SEC Reports filed or furnished to the CPUC, FERC or SEC, as 
applicable, prior to the Closing Date or in the schedules to this Agreement, or resulting from, 
relating to or arising out of (i) changes in economic or financial market conditions generally or in 
the industries in which the Generation Business operates, whether international, national, regional 
or local, (ii) changes in international, national, regional, state or local wholesale or retail markets 
(including market description or pricing) for, or changes in industry conventions, practices and 
structures impacting revenues for, energy, electricity, capacity, fuel supply, water, electricity 
storage, or ancillary services, including those due to actions by competitors, (iii) changes in general 
regulatory or political conditions, including any acts of war, civil unrest or terrorist activities (or 
similar activities), (iv) changes in international, national, regional or state electric transmission, 
distribution, generation or storage systems or facilities, including the operation or condition 
thereof, (v) any changes in the market price of commodities, including fuel and other consumables, 
(vi) effects of weather or meteorological events, including climate change, storms, earthquakes, 
tornados, floods, droughts, high winds or natural disasters, (vii) changes or adverse conditions in 
the securities markets, including those relating to debt financing, interest rates or currency 
exchange rates, (viii) any change in Law or generally accepted accounting principles or regulatory 
policy (or any official interpretation or enforcement thereof) adopted by or approved by any 
Governmental Authority, (ix) the announcement, execution or delivery of this Agreement or the 
Minority Sale Agreement[s] or the consummation of the Contemplated Transactions or the 
transactions under the Minority Sale Agreement[s], including (1) any action taken by PG&E or 
the Company that is required, contemplated or permitted pursuant to this Agreement, or is 
consented to by Investor (or any action not taken as a result of a failure of Investor to consent as 
requested by PG&E to an action requiring Investor’s consent), or any action taken by Investor or 
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any of its Related Persons to obtain any required consents or approvals from any Governmental 
Authority to the consummation of the Contemplated Transactions or the transactions contemplated 
by the Minority Sale Agreement[s], and, in each case, the result of any such actions, (2) any claim 
arising out of or related to this Agreement, (3) any change in supplier, employee, financing source, 
stockholder, regulatory, or similar relationships resulting therefrom or (4) any change that arises 
out of or relates to the identity of Investor or any of its Related Persons as party to the Minority 
Sale Agreement, (x) natural disasters or “acts of God” or other “force majeure” events, including 
pandemics (including the COVID-19 pandemic) or any escalation or worsening thereof, 
(xi) strikes, work stoppages or other labor disturbances or (xii) any changes that result from action 
or inaction by a Governmental Authority other than actions or inactions specifically related to the 
Contemplated Transactions, the transactions under the Minority Sale Agreement or any other 
agreements relating to investments in the Generation Business by Investor or any of its Related 
Persons; provided that the items set forth in clauses (iii), (iv), (v), (vi), (vii), (viii) or (x) above 
shall be taken into account in determining whether a Material Adverse Effect has occurred or 
would be reasonably expected to occur to the extent such items have a disproportionate effect on 
the Generation Business relative to other similarly situated participants in the industry and markets 
in which the Generation Business operates. 

“Minority Sale Agreement” shall have the meaning set forth in the recitals. 

“New Company Liens” means Liens on the Generation Assets incurred by the Company 
in connection with the [new financing entered into on the Closing Date].  

“Organizational Documents” means, with respect to any Person, any corporate, 
partnership or limited liability company organizational documents, including certificates or 
articles of incorporation, bylaws, certificates of formation, operating agreements (including 
limited liability company agreements and agreements of limited partnership), certificates of 
limited partnership, partnership agreements, shareholder agreements, certificates of existence, 
member agreements or similar Contracts relating to the ownership or governance of such Person. 

“Owned Generation Real Property” means the real property in which PG&E has fee title 
(or equivalent) interest that is used or held for use in the Generation Business, together with all 
buildings and other structures, facilities, powerhouses, dams, reservoirs and other improvements 
located thereon, all fixtures, systems, equipment and items of personal property that are used or 
held for use in the Generation Business attached or appurtenant thereto and all easements, 
licenses, rights and appurtenances relating to the foregoing, in each case, other than the Specified 
PG&E Real Property. 

“Permits” means any license, approval, exemption, variance, franchise, permit, 
authorization, consent, certification, registration, certificate of authority, certificate of occupancy 
or similar order of or from, or registration with, any Governmental Authority in connection with 
the ownership or operation of the Generation Business.  

“Permitted Liens” means (a) any easements, rights of way, licenses, leases, liens or other 
rights or encumbrances that do not, and would not reasonably be expected to, materially impair 
the operation of any material Generation Facility in substantially the manner it is currently 
operated, the operation of the Generation Assets, taken as a whole, in substantially the manner 
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they are currently operated, or the operation of the Generation Business as a whole, (b) Retained 
Land Rights, (c) New Company Liens, (d) Liens for Taxes and other governmental charges and 
assessments which are not yet delinquent, (e) statutory Liens (including mechanics’ and 
materialmen’s liens and other like Liens and inchoate liens incurred in connection with worker’s 
compensation, unemployment insurance, and social security laws) arising in the ordinary course 
of business securing payments not yet delinquent (or any such Lien for a delinquent payment that 
has been waived in writing by the holder thereof or any such Lien for a delinquent payment for 
which PG&E has obtained a waiver, bond or other security in accordance with Law to fully protect 
the Generation Assets from any and all claims that may be made on account of any such Lien), (f) 
Liens, encumbrances or title imperfections with respect to any of the Generation Assets created by 
or resulting from the acts or omissions of the Company, (g) any existing zoning, entitlement, 
conservation restriction and other land use and environmental regulations of any Governmental 
Authority and any conditions, obligations and liabilities arising under any Permit, (h) the 
conservation easements under the Land Conservation Commitment, and (i) any imperfection of 
title that does not, and would not reasonably be expected to, individually or in the aggregate with 
other such Liens, materially impair the operation of any material Generation Facility in 
substantially the manner it is currently operated, the operation of the Generation Assets, taken as 
a whole, in substantially the manner they are currently operated, or the operation of the Generation 
Business as a whole, and (j) all Liens and all exceptions set forth in relevant Preliminary Title 
Reports not otherwise addressed in (a) through (h) of this definition. 

“Person” means any individual, sole proprietorship, company, corporation, partnership, 
joint venture, limited liability partnership, limited liability company, trust, joint stock company, 
association (whether incorporated or unincorporated), institution, Governmental Authority, 
organization, district, or any other entity.  

“Personal Data” means information relating to or reasonably capable of being associated 
with an identified or identifiable person, device, or household, including: (a) a natural person’s 
name, street address or specific geolocation information, date of birth, telephone number, email 
address, online contact information, photograph, biometric data, Social Security number, driver’s 
license number, passport number, tax identification number, any government-issued 
identification number, financial account number, credit card number, any information that would 
permit access to a financial account, a user name and password that would permit access to an 
online account, health information, insurance account information, any persistent identifier such 
as customer number held in a cookie, an internet protocol address, a processor or device serial 
number, or a unique device identifier; or (b) “personal data,” “personal information,” “protected 
health information,” “nonpublic personal information,” or other similar terms as defined by 
applicable Privacy Laws. 

“PG&E” shall have the meaning set forth in the preamble. 

“PG&E Loss Amount” shall have the meaning set forth in Section 8.2(b).  

“Preliminary Title Reports” means the preliminary title reports for certain of the 
Generation Real Property listed on Schedule [  ]. 
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“Privacy Laws” means (a) each Law relating to the protection or Processing of Personal 
Data that is applicable to the Generation Business, including if and as applicable, the Federal 
Trade Commission Act, 15 U.S.C. § 45; the CAN-SPAM Act of 2003, 15 U.S.C. § 7701, et seq.; 
the Telephone Consumer Protection Act, 47 U.S.C. § 227; the Health Insurance Portability and 
Accountability Act of 1996; the Health Information Technology for Economic and Clinical 
Health Act; the Fair Credit Reporting Act, 15 U.S.C. § 1681; the Gramm-Leach-Bliley Act, 15 
U.S.C. § 6801, et seq.; the Electronic Communications Privacy Act, 18 U.S.C. §§ 2510-22; the 
Stored Communications Act, 18 U.S.C. §§ 2701-12; the California Consumer Privacy Act, Cal. 
Civ. Code § 1798.100, et seq.; California Online Privacy Protection Act, Cal. Bus. & Prof. Code 
§ 22575, et seq.; Cal. Civ. Code § 1798.82; Laws requiring notification to any Person or 
Governmental Authority in the event of a Data Breach; and all implementing regulations and 
requirements, and other similar Laws; (b) each contractual obligation relating to the Processing 
of Personal Data applicable to the Generation Business; and (c) each applicable binding rule, 
code of conduct, or other requirement of self-regulatory bodies and applicable industry 
standards, including, to the extent applicable, the Payment Card Industry Data Security Standard. 

“Processing,” “Process” or “Processed,” with respect to Personal Data, means any 
collection, access, acquisition, storage, protection, use, recording, maintenance, operation, 
dissemination, re-use, disposal, disclosure, re-disclosure, destruction, transfer, modification, or 
any other processing (as defined by Privacy Laws) of such Personal Data. 

“Property Rights Agreements” each Contract to which PG&E is a party for the 
Generation Rights-of-Way.  

“Rate Base” means the value of utility property or assets that is deemed used and useful in 
providing public utility services and upon which PG&E is permitted to earn a rate of return 
approved by the CPUC. 

“Regulatory Approvals” shall mean the CEC Approval, the FERC Approvals, the CPUC 
Advice Letter Approval and the FCC Approval.  

“Related Person” means, with respect to a Person, any other Person, that directly or 
indirectly through one or more intermediaries, Controls, is Controlled by or is under common 
Control with such first Person. With respect to PG&E, “Related Person” shall not include the 
Company. 

“Release” means any release, spill, emission, leaking, pumping, injection, deposit, 
disposal, discharge, dispersal, leaching or placing into the environment or any migration through 
the environment. “Release” when used as a verb shall have a correlative meaning. 

“Remaining Business” means the business or businesses of PG&E other than the 
Generation Business.  

“Remediation” means any or all of the following activities to the extent they relate to or 
arise from the presence of Hazardous Substances in soil or groundwater, or both, at any of the 
Generation Real Property: (a) performing any activities that are remedial or removal actions 
under CERCLA, or that result in response costs as defined under CERCLA, including 
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monitoring, investigation, cleanup, containment, remediation, removal, mitigation, response or 
restoration work; (b) obtaining any Permits or other approvals from Governmental Authorities 
necessary to conduct any such work; (c) preparing and implementing any plans or studies for 
such work; (d) obtaining a written notice from all applicable Governmental Authorities with 
jurisdiction over the Generation Real Property under Environmental Laws that no material 
additional work is required by such Governmental Authority; and (e) any other activities 
required under Environmental Laws to address the presence of Hazardous Substances at any of 
the Generation Real Property. 

“Representatives” shall have the meaning set forth in Section 7.5(a). 

“Retained Generation Assets” means any nuclear Generation Facilities and all other 
nuclear generation assets of PG&E, fuel cells, solar facilities located on Harrison and Folsom 
streets in the city of San Francisco, Excluded Hydroelectric Facilities and Assets, and the 
Delayed Generation Assets. 

“Retained Land Rights” means (a) the reservation of rights set forth in any of the Grant 
Deeds and Reservation of Rights entered into by PG&E and the Company concurrently with this 
Agreement pursuant to which PG&E reserved the rights to access and use certain Generation 
Real Property for purposes of the Remaining Business, including, as applicable, gas, switchyard, 
transmission, distribution, ground grid, control room and communication purposes and (b) any 
other easements, rights of way, licenses, leases, liens, or other rights or interests retained by, 
reserved for or granted to PG&E in any Generation Assets pursuant to this Agreement or any 
Conveyance Documents or in connection with the Contemplated Transactions. 

“Retained Personal Property” means those items of personal property used or held for use 
primarily in the operation of the Generation Business that will be used by PG&E personnel after 
the Closing to provide the services contemplated by the Intercompany Agreements and are (a) 
assigned to or under the direct possession and control of PG&E personnel that are not in the 
Power Generation operating function of PG&E, other than books and records relating to the 
Generation Business or (b) are listed on Schedule 1.1(b). 

“SEC” means the United States Securities and Exchange Commission or any successor 
agency thereto. 
 

“SEC Reports” means all forms, reports, schedules, statements and other documents 
required to be filed with or furnished to the SEC under the Exchange Act by PG&E or PG&E 
Corp since the Lookback Date 

“Specified PG&E Real Property” means (a) switchyard areas located on real property 
retained by PG&E over which the Company needs access rights, (b) co-located solar facilities in 
which PG&E retains fee title to the land on which the solar facilities are located, (c) the Moss 
Landing substation and (d) the Humboldt Bay area property. 

“Tax” or “Taxes” means all taxes, including all charges, fees, duties, levies or other 
assessments in the nature of taxes, imposed by any Governmental Authority, including income, 
gross receipts, excise, property, sales, gain, use, license, transfer, environmental, production, 
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custom duty, unemployment, corporation, capital stock, franchise, payroll, withholding, social 
security, minimum, estimated, ad valorem, profit, gift, severance, value added, disability, 
recapture, occupancy, retaliatory or reciprocal, guaranty fund assessments, credit, occupation, 
leasing, employment, stamp, goods and services, utility and other taxes, including any interest, 
penalties or additions attributable thereto.  

“Tax Return” means any Tax return, declaration, report, claim for refund, form, or 
information return or statement relating to Taxes, including any such document prepared on a 
consolidated, combined or unitary basis, and also including any schedule or attachment thereto, 
and including any amendment thereof. 

“Third Party Use Agreements” shall have the meaning set forth in Section 2.2(e).  

“Water Rights” has the meaning set forth in Section 2.2(l).  

ARTICLE II 
CONTRIBUTION; ASSUMPTION OF LIABILITIES  

2.1. Contribution of Generation Assets. Subject to the terms and conditions set forth 
herein, PG&E hereby agrees to contribute, assign, transfer, convey and deliver to the Company on 
the Closing Date, and the Company hereby agrees to accept from PG&E on the Closing Date, all 
of PG&E’s right, title and interest in and to the Generation Assets, free and clear of any Liens 
(other than Permitted Liens). 

2.2. Generation Assets. For purposes of this Agreement, “Generation Assets” shall 
mean all of the assets, properties, rights and interests of PG&E of whatever kind or nature, real or 
personal, tangible or intangible and wherever located, as such assets may exist at the time of the 
Closing (other than the Excluded Assets) that are (x) used or held for use primarily in the operation 
of the Generation Business, including the assets that comprise the non-nuclear generation Rate 
Base on the Closing Date and (y) Construction Work In Progress. Without limiting the generality 
of the foregoing, the Generation Assets shall include:  

(a) all Owned Generation Real Property, as further described in Schedule 
2.2(a);  

(b) all Generation Real Property Leases for the Leased Generation Real 
Property, as further described in Schedule 2.2(b);  

(c) all the Generation Rights-of-Way, as further described in Schedule 2.2(c);  

(d) all licenses, permits, certificates of occupancy, approvals, dedications, 
subdivision maps and entitlements now or hereafter issued, approved or granted by a 
Governmental Authority exclusively in connection with the Generation Real Property, together 
with all renewals and modifications thereof; 

(e) all of the leases, subleases, licenses, concessions and other similar 
occupancy agreements pertaining to the Generation Real Property entered into by PG&E as 
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landlord, lessor or licensor, together with all amendments, renewals, modifications, written 
waivers and guaranties thereof (the “Third Party Use Agreements”);  

(f) agreements and arrangements exclusively related to the Generation Assets, 
to which PG&E is a party including the categories of agreements listed in Schedule 2.2(f) (all such 
agreements and arrangements, collectively, the “Assumed Contracts”);  

(g) all fixtures, equipment, machinery, appliances, building supplies, tools, 
furniture, furnishings, apparatus and fittings and other items of personal property used primarily 
in connection with the operation or maintenance of the Generation Assets either (i) owned by 
PG&E or (ii) leased by PG&E, including the categories of personal property listed in Schedule 
2.2(g); excluding, however, (x) all fixtures, equipment, machinery, appliances, building supplies, 
tools, furniture, furnishings, vehicles, apparatus and fittings and other items of personal property 
owned by tenants, subtenants, guests, invitees, employees, easement holders, service contractors 
and other Persons who own any such property located on the Generation Assets and (y) the 
Retained Personal Property (the “Tangible Personal Property”);  

(h) all intangible personal property now or hereafter used primarily in 
connection with the operation, ownership, maintenance, management or occupancy of the 
Generation Assets (the “Intangible Personal Property”);  

(i) all files, books and records owned by PG&E exclusively relating to the 
ownership, operation and maintenance of the Generation Assets, in whatever form they exist, 
including those records in PG&E’s possession relating to the operation and maintenance of the 
Generation Assets that are identified in Schedule 2.2(i) (the “Generation Business Records”);  

(j) all assets related to new and ongoing projects of the Generation Business 
that are in process of construction, including the projects described in Schedule 2.2(j), and any 
other such projects to be accounted for as construction work in progress on the Company Opening 
Balance Sheet (the “Construction Work In Progress”);   

(k) all regulatory and operational Permits issued primarily in connection with 
the Generation Business, including the Permits listed on Schedule 2.2(k), but only to the extent 
such Permits may be transferred under applicable Law (including, without limitation, upon request 
or application to the applicable Governmental Authority); 

(l)  all water rights owned and utilized by PG&E in the operation of the 
Generation Business, as further described in Schedule 2.2(l) (the “Water Rights”);  

(m) [all FCC Licenses];  

(n) all the FERC Hydro Project Licenses;  

(o) [all the Generation Regulatory Assets]; 

(p) [the Generation Memorandum Accounts and the Generation Balancing 
Accounts]; and  
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(q) all existing warranties and guaranties issued to or inuring to the benefit of 
PG&E in connection with the Generation Real Property or the Tangible Personal Property.  

2.3. Excluded Assets. The Generation Assets shall not include any assets other than 
the assets described in Section 2.2 (such other assets, the “Excluded Assets”). Without limiting the 
generality of the foregoing, Excluded Assets include:  

(a) the IT Assets;  

(b) the Retained Land Rights;  

(c) the Retained Personal Property, as described on Schedule 2.3(c);  

(d) the Retained Generation Assets;  

(e) all rights to any refunds for Taxes or other costs or expenses borne by PG&E 
attributable to periods prior to the Closing Date (determined, with respect to refunds for Taxes, in 
a manner consistent with Section 8.3(c)); 

(f) all accounts receivable of PG&E with respect to the period prior to the 
Closing;  

(g) all rights and obligations of PG&E under any contracts or agreements other 
than the Assumed Contracts;  

(h) all insurance benefits, including rights and proceeds, arising from or relating 
to the Generation Assets or the Generation Liabilities with respect to the period prior to the 
Closing;  

(i) the rights to the name “Pacific Gas and Electric Company”, any logo of 
PG&E and any intellectual property of PG&E (other than the Intangible Personal Property); and 

(j) [the assets set forth on Schedule 2.3(j)]1.  

2.4. Assumption of Generation Liabilities. Subject to the terms and conditions set 
forth herein, PG&E hereby agrees to transfer and assign to the Company on the Closing Date, and 
the Company hereby agrees to assume from PG&E on the Closing Date, all the Generation 
Liabilities.  

2.5. Generation Liabilities. For purposes of this Agreement, “Generation 
Liabilities” shall mean all obligations and liabilities (other than the Retained Liabilities) related to 
the Generation Business or the Generation Assets occurring, arising or related to the period 
following the Closing, whether primary or secondary, direct or indirect, absolute or contingent, 
liquidated or unliquidated, known or unknown, and whether or not accrued, including:  

                                                 
1 NTD: Include if needed.  
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(a) all liabilities relating to the Assumed Contracts with respect to the period 
following the Closing;  

(b) all liabilities relating to the Generation Real Property Leases and the Third 
Party Use Agreements with respect to the period following the Closing;  

(c) all obligations under any licenses, franchises or permits assigned by PG&E 
to the Company with respect to the period following the Closing;  

(d) all Taxes and other obligations with respect to the Generation Assets that 
accrue on or after the Closing Date (determined, with respect to Taxes, in a manner consistent with 
Section 8.3(c));  

(e) all liabilities relating to the actual or alleged failure of any Generation 
Assets or the Generation Business to comply with any applicable Law (including Environmental 
Laws) with respect to the period following the Closing; 

(f) all Decommissioning Liabilities and all other liabilities relating to closure, 
shutdown, monitoring, investigation, cleanup, containment, remediation, removal, mitigation, 
response or restoration work at, on, beneath, to, from or in any Generation Assets following the 
Closing;  

(g) all obligations of PG&E pursuant to the FERC Project Licenses following 
the Closing;  

(h) all Assumed Environmental Liabilities;  

(i) all Generation Regulatory Liabilities; and  

(j) all other liabilities expressly allocated to the Company in this Agreement or 
any of the Intercompany Agreements.  

2.6. Retained Liabilities. PG&E shall remain responsible for the discharge and 
performance of obligations and liabilities of PG&E and its Related Persons other than the 
Generation Liabilities (the “Retained Liabilities”). Without limiting the generality of the 
foregoing, the Retained Liabilities shall include:  

(a) any liability relating to the ownership or operation of the Generation Assets 
prior to the Closing, but not including any Assumed Environmental Liabilities;  

(b) all obligations and liabilities of the Remaining Business, including (i) all 
claims, demands, violations, actions, damages, assessments, penalties, fines, costs, expenses, 
obligations, or other liabilities with respect to the ownership, operation or maintenance of assets 
and properties relating to the Remaining Business; and (ii) any Taxes related to the Remaining 
Business;  

(c)  all obligations and liabilities to the extent arising out of or relating to any 
Excluded Assets;  
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(d) all liabilities assumed by, retained by or agreed to be performed by or on 
behalf of PG&E pursuant to this Agreement or the Intercompany Agreements;   

(e) all accounts payable of PG&E with respect to the period prior to the 
Closing;  

(f) any Taxes related to the Generation Assets or the Generation Liabilities with 
respect to any taxable period (or portion thereof) ending before the Closing Date (determined, with 
respect to Taxes, in a manner consistent with Section 8.3(c)); 

(g) payroll Taxes, whether owed by the employee or employer, with respect to 
any current or past employees of PG&E (whether in connection with the Remaining Business or 
the Generation Business) or any Related Person (except to the extent allocated to the Company for 
periods (or portions thereof) beginning on or after the Closing Date pursuant to this Agreement or 
the Intercompany Agreements, or with respect to any employees directly employed by the 
Company following the Closing); 

(h) all obligations and liabilities arising out of or relating to any indebtedness 
of PG&E or any Related Person thereof; 

(i) the Known Environmental Liabilities;  

(j) all obligations and liabilities of PG&E related to assets previously used or 
held for use by PG&E in its business of the generation or emission of electricity that are not 
Generation Assets, including all such assets that have been transferred or sold prior to the Closing 
Date (including all Environmental Liabilities related to such assets); and  

(k) [all obligations and liabilities in respect of any matter listed on Schedule 
2.6(k);] 

(l) all obligations and liabilities of PG&E or any Related Person, to any current 
or past employee or independent contractor of PG&E or any Related Person or any other third 
party with respect to any accrued, unpaid or other salary, wages, benefits, expense reimbursements, 
severance or other separation payments, any sales or other commission or other compensation or 
other equity-based incentives, including any payment due to any employee for any vacation or 
other paid time off earned (but not used) by such employee (except to the extent allocated to the 
Company for periods following the Closing pursuant to the Intercompany Agreements); and  

(m) all fines, penalties or costs imposed for actions or matters prior to the 
Closing by a Governmental Authority against PG&E or its Related Persons, the Generation Assets, 
the Generation Business or any activities occurring in connection with and attributable to the 
ownership, lease or operation of the Generation Assets resulting from the violation of any statute, 
ordinance, rule or regulation promulgated by a Governmental Authority, but not including any 
Assumed Environmental Liabilities.  
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ARTICLE III 
CLOSING  

3.1. Closing. On the terms and subject to the conditions set forth in this Agreement, 
the closing of the contribution of the Generation Assets and the other transactions contemplated 
by this Agreement (the “Closing”) shall take place via the exchange of electronic documents on 
the date hereof (the “Closing Date”) and the Closing shall be deemed effective as of 12:01 a.m. 
(Pacific Standard Time) on the Closing Date. 

3.2. Closing Deliveries. 

(a) Closing Deliveries of the Company. At the Closing, on the terms and subject 
to the conditions set forth in this Agreement, the Company shall deliver to PG&E (the documents 
set forth in the following clauses (i) through (xiv), the “Conveyance Documents”):  

(i) an executed counterpart to the Bill of Sale substantially in the form 
attached hereto as Exhibit A with respect to all Tangible Personal Property and Generation 
Business Records;  

(ii) executed counterparts to the Assignment and Assumption 
Agreements substantially in the form attached hereto as Exhibit B with respect to each Assumed 
Contract;  

(iii) executed counterparts to the Grant Deed and Reservation of 
Easements for each Owned Generation Real Property substantially in the form attached hereto as 
Exhibit C;  

(iv) executed counterparts to the Assignment and Assumption 
Agreement of Leases and Occupancy Agreements substantially in the form attached hereto as 
Exhibit D with respect to each of the Generation Real Property Leases, or sublease from PG&E 
to the Company as to any Generation Real Property Lease that is not assigned to the Company, 
or sublease from the Company to PG&E as to any portion of the premises under a Generation 
Real Property Lease that is assigned to the Company and is not a Generation Asset;  

(v) executed counterparts to the Quitclaim of Prescriptive Rights 
agreement substantially in the form attached hereto as Exhibit E with respect to Generation Real 
Property for which PG&E has unwritten or prescriptive rights;  

(vi) an executed counterpart to the Assignment of Easements and 
Rights substantially in the form attached hereto as Exhibit F with respect to applicable 
Generation Rights-of-Way;  

(vii) an executed counterpart to the Assignment and Assumption of 
Third Party Use Agreements substantially in the form attached hereto as Exhibit G with respect 
to the Generation Real Property leased or licensed by PG&E to third parties;  

(viii) executed counterpart to the Easement Agreement for the Specified 
PG&E Real Property substantially in the form attached hereto as Exhibit H;  
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(ix) executed counterpart to the Remediation License substantially in 
the form attached hereto as Exhibit I;  

(x) an executed counterpart to the Assignment of Water Rights 
(including State Water Resources Control Board, Division of Water Rights change of ownership 
form) substantially in the form attached hereto as Exhibit J;  

(xi) an executed counterpart to the Conservation Easement Assignment 
and Assumption Agreement for [____] substantially in the form attached hereto as Exhibit K2;  

(xii) an executed counterpart to the documentation evidencing transfers 
of Permits;  

(xiii) all other separate assignments of any Intangible Personal Property 
necessary, proper or advisable to record the transfer of Generation Assets with any applicable 
Governmental Authority, lessor or other Person with whom such assignments must be filed;  

(xiv) such other customary instruments of transfer or assumption, 
filings, or documents, in form and substance reasonably satisfactory to PG&E, as may be 
required to give effect to the transactions contemplated by this Agreement; and  

(xv) an executed counterpart to each of the Intercompany Agreements.   

(b) Closing Deliveries of PG&E. At the Closing, on the terms and subject to 
the conditions set forth in this Agreement, PG&E shall deliver, or cause to be delivered, to the 
Company: 

(i) an executed counterpart to the Conveyance Documents;  

(ii) an executed counterpart to each of the Intercompany Agreements; 
and  

(iii) such other customary instruments of transfer or assumption, 
filings, or documents, in form and substance reasonably satisfactory to the Company, as may be 
required to give effect to the transactions contemplated by this Agreement. 

3.3. Intercompany Agreements. Concurrently with the Closing, PG&E and the 
Company shall enter into the following agreements (the “Intercompany Agreements”):  

(a) Operations and services agreements substantially in the form attached 
hereto as Exhibit L;  

(b) Corporate services agreements substantially in the form attached hereto as 
Exhibit M; 

                                                 
2 NTD: Applicable only to hydroelectric generation assets.  
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(c) Billing services agreement substantially in the form attached hereto as 
Exhibit N; 

(d) Interconnection agreements and amendments to existing interconnection 
agreements, each substantially in the forms, as applicable, attached hereto as Exhibit O.  

(e) Fuel procurement agreement substantially in the form attached hereto as 
Exhibit P; 

(f) Scheduling and dispatch agreement substantially in the form attached hereto 
as Exhibit Q; 

(g) Legal and regulatory matters agreement substantially in the form attached 
hereto as Exhibit R;  

(h) Officer services agreement substantially in the form attached hereto as 
Exhibit S;  

(i) Intercompany indemnification agreement for wildfire liabilities 
substantially in the form attached hereto as Exhibit T; and 

(j) such other agreements in form and substance reasonably satisfactory to 
PG&E and the Company as may be required for the period following the Closing.  

ARTICLE IV 
REPRESENTATIONS AND WARRANTIES OF PG&E 

PG&E represents and warrants to the Company as of the date of this Agreement that, 
except as set forth on the Disclosure Schedules: 

4.1. Organization and Existence. PG&E is a corporation duly incorporated, validly 
existing and in good standing under the laws of the State of California. PG&E has all requisite 
corporate power and authority to carry on its business as presently conducted and to own or lease 
and operate its properties and assets now owned or leased and operated by it, and to consummate 
the Contemplated Transactions to be performed by it.  

4.2. Execution, Delivery and Enforceability. PG&E has all requisite corporate 
power and authority to enter into and carry out its obligations under this Agreement and each of 
the Conveyance Documents to which it is a party. The execution, delivery and performance by 
PG&E of this Agreement and each of the Conveyance Documents, and the consummation of the 
Contemplated Transactions, have been duly authorized by all corporate action required on the part 
of PG&E. Each of this Agreement and each Conveyance Documents has been duly and validly 
executed and delivered by PG&E and constitutes the valid and legally binding obligation of PG&E, 
enforceable against PG&E in accordance with its terms, except as such enforceability may be 
limited or denied by (a) applicable bankruptcy, insolvency, reorganization, moratorium or similar 
Laws affecting creditors’ rights and the enforcement of debtors’ obligations generally and 
(b) general principles of equity, regardless of whether enforcement is pursuant to a proceeding in 
equity or at law (clauses (a) and (b), the “Enforceability Exceptions”). 
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4.3. No Violation. None of the execution and delivery of this Agreement or the 
Conveyance Documents, the performance or compliance with any provision hereof or thereof, or 
the consummation of the Contemplated Transactions will: 

(a) violate, or conflict with, or result in a breach of any provision of the 
Organizational Documents of PG&E; 

(b) subject to Section 4.4, violate any Law or require the material modification 
of any Law, presently in effect that PG&E is required to comply with to own, lease or operate the 
Generation Assets, other than where such violation or material modification would not, 
individually or in the aggregate, reasonably be expected to result in a Material Adverse Effect;  

(i) except as set forth on Schedule 4.3(b)(i) to the Knowledge of 
PG&E, violate, result in the termination of, or require the material modification of any Permit, 
other than where such violation, termination, or material modification would not, individually or 
in the aggregate, reasonably be expected to result in a Material Adverse Effect; 

(ii) except as set forth in Schedule 4.3(b)(ii), require any Consent or 
prior notice to any third party, other than where the failure to obtain such Consent or give such 
prior notice would not, individually or in the aggregate, reasonably be expected to result in a 
Material Adverse Effect; or 

(iii) result in the creation or imposition of any Lien, other than Permitted 
Liens, upon any of the Generation Assets, or a breach of, or constitute a default under, or give to 
any other Person any right of termination, amendment, acceleration or cancellation of any 
agreement to which PG&E is a party that would affect the Generation Assets or the Generation 
Business, other than where such creation or imposition of a Lien, breach or default or right of 
termination, amendment, acceleration or cancellation would not, individually or in the aggregate, 
reasonably be expected to result in a Material Adverse Effect. 

4.4. Energy Industry Regulations. 

(a)  The Contemplated Transactions are authorized by the CPUC Order and 
CPUC Advice Letter Approval, which are in full force and effect. The CPUC Order, after giving 
effect to the CPUC Advice Letter Approval, is in full force and effect. 

(b) The FERC Approvals, which are in full force and effect, have been 
obtained. 

(c) PG&E has obtained the CEC Approval. 

(d) PG&E has obtained FCC Approval.  

4.5. Compliance with Law. Since the Lookback Date and to the extent related to the 
Generation Business or the Generation Assets: (a) the Generation Business is and has been in 
compliance with all applicable Laws; (b) no notice, charge, claim, action or assertion has been 
filed, commenced or threatened in writing, or to the Knowledge of PG&E orally, against PG&E 
or the Generation Business alleging any noncompliance or violation of any applicable Law; and 
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(c) to Knowledge of PG&E, no investigation with respect to any noncompliance or violation of 
any applicable Law by PG&E or the Generation Business has been commenced and remains 
unresolved, except, in each case, as would not be reasonably likely to have, individually or in the 
aggregate, a Material Adverse Effect. 

4.6. No Litigation. There is no Action against PG&E (to the extent related to the 
Generation Business), and to PG&E’s Knowledge, there is no Action threatened in writing against 
PG&E (to the extent related to the Generation Business or the Generation Assets), which would, 
if adversely determined, reasonably be likely to have, individually or in the aggregate, a Material 
Adverse Effect, other than with respect to proceedings relating to the Regulatory Approvals prior 
to the issuance or receipt thereof. There is no unsatisfied judgment, penalty or award against PG&E 
(to the extent related to the Generation Business or the Generation Assets), except as would not be 
reasonably likely to have, individually or in the aggregate, a Material Adverse Effect. 

4.7. Permits 

(a) Schedule 4.7(a) sets forth the Permits material to the ownership, operation 
and maintenance of the Generation Assets and Generation Business.  

(b) Except as set forth on Schedule 4.7(b), PG&E has obtained and properly 
maintained all Permits necessary for the ownership or lease of the Generation Assets and operation 
of the Generation Business and all such Permits are in full force and effect, other than, in each 
case, such Permits with respect to which the failure to obtain or properly maintain such Permit 
would not, individually or in the aggregate, reasonably be expected to result in a Material Adverse 
Effect. To the Knowledge of PG&E, PG&E has not received any written notice (a) of 
noncompliance or default with respect to any Permit or (b) of the revocation, termination, or 
material modification of any Permit, in each case, that would reasonably be expected, individually 
or in the aggregate, to result in a Material Adverse Effect. 

4.8. Water Rights. PG&E has title or the ownership or regulatory rights, as 
applicable, to the Water Rights free and clear of all other interests or Liens other than Permitted 
Liens. 

4.9. Real Property.  

(a) Schedule 4.9(a) sets forth (i) for each Generation Facility (other than the 
Hydroelectric Facilities), whether such Generation Facility is located on Owned Generation Real 
Property, Leased Generation Real Property, or Generation Rights-of-Way, or combination thereof 
and (ii) for the Generation Real Property associated with any Hydroelectric Facility, a list of the 
parcel numbers and the approximate acreage of such parcel. Except as set forth on Schedule 4.9(a) 
or as would not reasonably be expected to have a Material Adverse Effect, (a) PG&E owns good 
and marketable fee title to all Owned Generation Real Property, (b) PG&E holds a valid and 
subsisting leasehold interest in the Leased Generation Real Property, and (c) PG&E’s rights with 
respect to the Generation Rights-of-Way are valid and subsisting, in each case, free and clear of 
all Liens other than Permitted Liens. PG&E has not leased or otherwise granted to any Person 
rights to use or occupy any of the Generation Real Property that impairs, or would reasonably be 
expected to impair, in any material respect the value, use or occupancy of the Generation Real 
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Property by the Company. Except as set forth on Schedule 4.9(a), PG&E has not granted any 
options or rights of first refusal to purchase any Owned Generation Real Property. 

(b) Each of the Third Party Use Agreements is a legal, valid and binding 
obligation of PG&E and, to the Knowledge of PG&E, each other party thereto, and is in full force 
and effect and enforceable in accordance with its terms, except (i) as such enforceability may be 
limited by the Enforceability Exceptions, or (ii) where such failure to be valid, binding, enforceable 
or in full force and effect would not reasonably be expected to have a Material Adverse Effect. 
PG&E is not in breach or violation of any Third Party Use Agreements, Generation Real Property 
Leases, or Property Rights Agreements and, to the Knowledge of the PG&E, no other party to any 
such Third Party Use Agreements, Generation Real Property Lease or Property Rights Agreement 
is in breach or violation of any such Third Party Use Agreements, Generation Real Property Leases 
or Property Rights Agreements, except in each case for any such breaches or violations that would 
not reasonably be expected to have a Material Adverse Effect. 

(c) Except as set forth on Schedule 4.9(c), PG&E has not received written 
notice of an existing or pending condemnation, eminent domain or similar proceeding pertaining 
to any of the Generation Real Property that would reasonably be expected to have, individually or 
in the aggregate, a Material Adverse Effect. 

(d) To the Knowledge of PG&E, local zoning ordinances, general plans and 
other applicable governmental land use regulations (in each case to the extent binding on PG&E) 
and all private covenants, conditions and restrictions, if any, pertaining to any Owned Generation 
Real Property permit the use and operation of such Owned Generation Real Property for its current 
use, except as would not reasonably be expected to have, individually or in the aggregate, a 
Material Adverse Effect. Except as set forth on Schedule 4.9(d), PG&E has not received written 
notice of any current uncured violation of any Governmental Order or pending or threatened 
proceedings for the rezoning of any Generation Real Property or any portion thereof, or the taking 
of any other action by Governmental Authority with respect to such Generation Real Property that 
would materially hinder or prevent the use thereof for its current use, except as would not have, or 
reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect. 

4.10. Title and Condition; Sufficiency of Assets.  

(a) PG&E has good and valid title to (or a valid leasehold interest in or license 
to) all of the Generation Assets (except for real property interests), free and clear of any Liens 
(except for Permitted Liens). Subject to the Consents listed on Schedule 4.10(a), PG&E has the 
ability to transfer, convey and assign to the Company good and valid title to the owned Generation 
Assets and the right to use leased or licensed Generation Assets, in each case free and clear of all 
Liens (except for Permitted Liens). The Tangible Personal Property is in good condition and repair 
(subject to normal wear and tear), is useable in the ordinary and usual course of business consistent 
with past custom and practice.  

(b) Subject to PG&E’s provision of materials and services pursuant to the 
Intercompany Agreements and its retention of equipment and property specifically delineated as 
Excluded Assets, the Generation Assets constitute all of the assets necessary to conduct the 
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Generation Business in all material respects in the manner conducted by PG&E as of the date of 
this Agreement. 

4.11. Material Assigned Contracts.  

(a) Schedule 4.11(a) contains a true, correct and complete list of all material 
Assumed Contracts (the “Material Assigned Contracts”) and amendments and supplements thereto 
to which PG&E is a party and to which the Generation Assets are subject (other than any real 
property interests). PG&E has paid, or caused to be paid, all amounts currently due and payable 
by it with respect to each Material Assigned Contract, and PG&E is not in default of any material 
obligation therein. There are no facts or circumstances which with notice, the passage of time or 
both could constitute a breach or default by PG&E or, to the Knowledge of PG&E, any 
counterparty under any of such Material Assigned Contracts that would, individually or in the 
aggregate, reasonably be expected to result in a Material Adverse Effect. 

(b) All Material Assigned Contracts listed on Schedule 4.11(b) are in full force 
and effect, are valid and binding, and enforceable by PG&E and, to the Knowledge of PG&E, the 
other parties thereto in accordance with their respective terms, except as such enforceability may 
be limited by the Enforceability Exceptions. 

(c) PG&E has not received written notice from a counterparty to any Material 
Assigned Contract (i) alleging any material breach or default by PG&E under such Material 
Assigned Contract; (ii) alleging the invalidity or unenforceability of or its right of termination or 
rescission with respect to, such Material Assigned Contract; or (iii) of any intention to exercise 
(other than in the normal course of performance) any right or remedy exercisable upon a breach or 
default under such Material Assigned Contract. 

(d) Except for any agreements or arrangements set forth on Schedule 4.11(d), 
no manager, officer, director, or employee of PG&E is a counterparty to any Material Assigned 
Contract. 

(e) All contractual agreements or arrangements material to the operation of the 
Generation Business (other than with respect to the Generation Real Property) are included, 
collectively, within the Material Assigned Contracts and the Intercompany Agreements. 

4.12. Insurance. 

(a) Schedule 4.12(a) lists and briefly describes each insurance policy 
maintained with respect to the Generation Assets or the Generation Business. All such insurance 
policies are in full force and effect and, subject to payment of annual premiums, will continue in 
full force and effect following the Closing. With respect to events and circumstances occurring on 
and prior to the Closing Date, such insurance policies allow for PG&E (and its successors, 
including the Company) to recover insurance proceeds following the Closing for covered losses 
with respect to the Generation Assets and the Generation Business. PG&E has not defaulted with 
respect to its obligations under any insurance policies or been denied insurance coverage with 
respect to the Generation Assets or the Generation Business. 
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(b) Other than as described on Schedule 4.12(b), all premiums due and payable 
under any insurance policy referred to in Schedule 4.12(a) have been paid, and PG&E has not 
received any notice regarding the cancellation, termination or discontinuance of any insurance 
policy referred to in Schedule 4.12(a) 

(c) PG&E has bound, with a reputable insurance broker insurance policies 
covering the Company in the amounts set forth on Schedule 4.12(c).  

4.13. Employees and Employee Benefit Plans; Labor. 

(a) PG&E does not maintain, does not contribute to, is not required to 
contribute to and is not a party to any “welfare” plan, fund or program (within the meaning of 
Section 3(1) of ERISA), any profit sharing, stock bonus or other “pension” plan, fund or program 
(within the meaning of Section 3(2) of ERISA) or other plan, program, policy agreement or other 
arrangement providing for retirement, compensation, severance, welfare or other employee 
benefits (an “Employee Benefit Plan”), and no circumstance exists which would be reasonably be 
expected to result in a Material Adverse Effect with respect to any Employee Benefit Plan 
maintained by PG&E. 

(b) Schedule 4.13(b) sets forth a complete and accurate list of all individuals 
who will be employed directly by PG&E as of the Closing Date, stating each such employee’s job 
title.  

4.14. Environmental Matters.  Except as set forth in Schedule 4.14 or as would not 
reasonably be likely to have, individually or in the aggregate, a Material Adverse Effect: 

(a) Since the Lookback Date, the Generation Business has been in compliance 
with all applicable Environmental Laws, which compliance includes the possession of all material 
Permits required under Environmental Laws to own the Generation Assets and operate the 
Generation Business (“Environmental Permits”), and with the terms and conditions thereof; 

(b) There is no pending or, to PG&E’s Knowledge, threatened Environmental 
Claim with respect to the Generation Business or the Generation Assets (other than in the ordinary 
course of business for the Generation Business or the Generation Assets); 

(c) There are no Governmental Orders at the Closing pursuant to 
Environmental Laws with respect to the Generation Business or the Generation Assets; and 

(d) There have been no Releases of Hazardous Substances on, at, under or 
migrating from any of the real property owned or operated by PG&E in connection with the 
Generation Business that would reasonably be expected to result in liability for the Company. 

Notwithstanding anything to the contrary in this Agreement, the representations and warranties in 
this Section 4.14 are PG&E’s sole and exclusive representations and warranties with respect to 
Environmental Laws, Environmental Permits, environmental matters and any obligations or 
liabilities arising under or with respect to any of the foregoing. 

4.15. Data Privacy; Cybersecurity.   
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(a) Solely to the extent related to the Generation Business, PG&E has and, to 
the Knowledge of PG&E, with respect to the Processing of Personal Data on PG&E’s behalf, its 
Data Processors have, since the Lookback Date, complied in all material respects with all 
applicable Generation Business Privacy Policies and Privacy Laws. To the extent required by 
Privacy Laws or Generation Business Privacy Policies and solely to the extent related to the 
Generation Business, (i) Personal Data is Processed by PG&E and its Data Processors in an 
encrypted manner, and (ii) Personal Data is securely deleted or destroyed by PG&E and its Data 
Processors. Solely to the extent related to the Generation Business, neither the execution, delivery 
or performance of this Agreement nor any of the other transaction documents contemplated by this 
Agreement, nor the consummation of the Contemplated Transactions violate any Privacy Laws or 
Generation Business Privacy Policies. Where PG&E uses a Data Processor to Process Personal 
Data used in the Generation Business, the Data Processor has provided guarantees, warranties or 
covenants in relation to Processing of Personal Data, confidentiality, security measures and has 
agreed to comply with those obligations in a manner sufficient for PG&E’s compliance with 
Privacy Laws. 

(b) PG&E has established an Information Security Program with respect to the 
Generation Business, and since the Lookback Date there have been no violations of the then-
current Information Security Program. PG&E has tested its respective Information Security 
Programs on a no less than annual basis and remediated all critical, high and medium risks and 
vulnerabilities. The IT Systems used by the Generation Business that are currently owned or 
controlled by PG&E are in good working condition, operate and perform as necessary to conduct 
the Generation Business and, to the Knowledge of PG&E, do not contain any malicious code. All 
Generation Business Data will continue to be available for Processing by the Generation Business 
immediately following the Closing on substantially the same terms and conditions as existed 
immediately before such Closing. PG&E is not in material breach or default of any contractual 
obligation relating to its IT Systems or to Generation Business Data used by or related to the 
Generation Business and PG&E does not transfer Personal Data used by the Generation Business 
internationally except where such transfers comply with Privacy Laws and Generation Business 
Privacy Policies. 

(c) Since the Lookback Date and solely to the extent related to the Generation 
Business, PG&E and, to the Knowledge of PG&E, its Data Processors, have not suffered a Data 
Breach, have not been required to notify any Person or Governmental Authority of any Data 
Breach, and have not been adversely affected by any malicious code or denial-of-service attacks 
on any IT Systems. Since the Lookback Date and solely to the extent related to the Generation 
Business, none of PG&E nor any third party acting at the direction or authorization of PG&E has 
paid any perpetrator of any actual or threatened Data Breach or cyber-attack, including a 
ransomware attack or a denial-of-service attack. Since the Lookback Date and solely to the extent 
related to the Generation Business, PG&E has not received a written notice (including any 
enforcement notice), letter, or complaint from a Governmental Authority or any Person alleging 
noncompliance or potential noncompliance with any Privacy Laws or Generation Business Privacy 
Policies and PG&E has not been subject to any proceeding relating to noncompliance or potential 
noncompliance with Privacy Laws or the Processing of Personal Data used in the Generation 
Business. 
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4.16. Taxes. Except as would not reasonably be expected to have, individually or in 
the aggregate, a Material Adverse Effect, (i) all Tax Returns required to be filed with respect to 
the Generation Assets have been timely filed (taking into account extensions), all such Tax Returns 
are correct and complete and all Taxes required to be paid with respect to the Generation Assets 
(whether or not shown as due on such Tax Returns) have been timely paid, (ii) there are no audits, 
claims or assessments regarding Taxes pending or, to PG&E’s Knowledge, threatened against the 
Generation Assets and (iii) the Generation Assets have not been subject to any claim made in 
writing by any Governmental Authority in a jurisdiction where Tax Returns with respect to the 
Generation Assets have not been filed to the effect that the Generation Assets may be subject to 
material Taxes in that jurisdiction.  

4.17. Intellectual Property. Schedule 4.17 sets forth the types of Intellectual Property 
Rights that are included in the Intangible Personal Property. No material Intellectual Property 
Rights, other than such Intellectual Property Rights set forth on Schedule 4.17, are currently used 
by PG&E to conduct the Generation Business as conducted by PG&E as of the Closing Date.   

EXCEPT AS OTHERWISE EXPRESSLY PROVIDED HEREIN, PG&E EXPRESSLY 
DISCLAIMS ANY REPRESENTATIONS OR WARRANTIES OF ANY KIND OR NATURE, 
EXPRESS OR IMPLIED, AS TO THE CONDITION, VALUE OR QUALITY OF THE 
GENERATION ASSETS OR THE PROSPECTS (FINANCIAL AND OTHERWISE), RISKS 
AND OTHER INCIDENTS OF THE GENERATION ASSETS AND PG&E SPECIFICALLY 
DISCLAIMS ANY REPRESENTATION OR WARRANTY OF MERCHANTABILITY, 
USAGE, SUITABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE WITH RESPECT 
TO THE GENERATION ASSETS, OR AS TO THE WORKMANSHIP THEREOF, OR THE 
ABSENCE OF ANY DEFECTS THEREIN, WHETHER LATENT OR PATENT, OR 
COMPLIANCE WITH ENVIRONMENTAL REQUIREMENTS, OR AS TO THE CONDITION 
OF, OR PG&E’S RIGHTS IN, OR ITS TITLE TO, THE GENERATION ASSETS, OR ANY 
PART THEREOF, OR WHETHER PG&E POSSESSES SUFFICIENT REAL PROPERTY OR 
PERSONAL PROPERTY INTERESTS TO OWN OR OPERATE THE GENERATION ASSETS 
OR TO CONVEY THE GENERATION ASSETS. EXCEPT AS OTHERWISE EXPRESSLY 
PROVIDED HEREIN, PG&E FURTHER SPECIFICALLY DISCLAIMS ANY 
REPRESENTATION OR WARRANTY REGARDING THE ABSENCE OF HAZARDOUS 
SUBSTANCES OR LIABILITY OR POTENTIAL LIABILITY ARISING UNDER 
ENVIRONMENTAL LAWS. WITHOUT LIMITING THE GENERALITY OF THE 
FOREGOING, EXCEPT AS OTHERWISE EXPRESSLY PROVIDED HEREIN, PG&E 
EXPRESSLY DISCLAIMS ANY REPRESENTATION OR WARRANTY OF ANY KIND 
REGARDING THE CONDITION OF THE GENERATION ASSETS OR THE SUITABILITY 
OF ANY FACILITY FOR OPERATION IN GENERATING ELECTRICITY AND NO 
SCHEDULE OR EXHIBIT TO THIS AGREEMENT, NOR ANY OTHER MATERIAL OR 
INFORMATION PROVIDED BY OR COMMUNICATIONS MADE BY PG&E, WILL CAUSE 
OR CREATE ANY WARRANTY, EXPRESS OR IMPLIED, AS TO THE CONDITION, 
VALUE OR QUALITY OF THE GENERATION ASSETS. 

ARTICLE V 
REPRESENTATIONS AND WARRANTIES OF THE COMPANY 

The Company hereby represents and warrants as of the date of this Agreement that: 
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5.1. Organization. The Company is a limited liability company validly existing and 
in good standing under the laws of the State of Delaware. The Company has all requisite power 
and authority to enter into this Agreement and the other agreements, documents and instruments 
contemplated hereby to be executed and delivered by the Company at Closing and to consummate 
the Contemplated Transactions to be performed by it. 

5.2. Execution, Delivery and Enforceability. The Company has all requisite power 
and authority to enter into and carry out its obligations under this Agreement and each of the 
Conveyance Documents to which it is a party. The execution, delivery and performance by the 
Company of this Agreement and each of the Conveyance Documents, and the consummation of 
the Contemplated Transactions, have been duly authorized by all action required on the part of the 
Company. Each of this Agreement and each Conveyance Documents has been duly and validly 
executed and delivered by the Company and constitutes the valid and legally binding obligation of 
the Company, enforceable against the Company in accordance with its terms, except as such 
enforceability may be limited by Enforceability Exceptions. 

5.3. No Breach. The execution and delivery by the Company of this Agreement does 
not, and the consummation by the Company of the Contemplated Transactions does not (a) subject 
to Section 4.4, violate or conflict with any applicable Law or Governmental Order or (b) result in 
a breach of any of the provisions of, or constitute a default under, any provision of the Company’s 
Organizational Documents.  

ARTICLE VI 
AGREEMENTS REGARDING GENERATION ASSETS 

6.1. Delayed Transfer of Certain Generation Assets and Generation Liabilities.  

(a) Notwithstanding anything in this Agreement to the contrary, PG&E shall 
not be obligated to contribute, assign, transfer, convey or deliver to the Company (i) any 
Generation Asset until such time as all Legal Impediments are removed or all Consents necessary 
for the legal transfer and assumption thereof are obtained or delivered in respect of such Generation 
Asset (the “Delayed Generation Assets”; all Delayed Generation Assets as of the Closing are set 
forth on Schedule 6.1(a)(i)) and (ii) any liabilities related to such Delayed Generation Assets (the 
“Delayed Generation Liabilities”; all Delayed Generation Liabilities as of the Closing are set forth 
on Schedule 6.1(a)(ii)); provided that, for all purposes of this Section 6.1, if, for any Generation 
Asset, applicable Law permits the contribution, assignment, transfer, conveyance or delivery 
without any other removal of any Legal Impediment or the obtaining or delivering of any such 
Consent, then such Generation Asset shall be deemed to be contributed, assigned, transferred 
conveyed and delivered as of the Closing Date without such separate removal of any such Legal 
Impediment or such separate obtaining or delivery of any such Consent. For all purposes hereof, 
unless otherwise waived in writing by PG&E or transferred to the Company as provided in 
this Section 6.1, “Generation Assets” shall not include any Delayed Generation Asset and 
“Generation Liabilities” shall not include any Delayed Generation Liability until all Legal 
Impediments are removed and all Consents necessary for the legal transfer or assumption thereof 
are obtained or delivered in respect of such Delayed Generation Asset or Delayed Generation 
Liability.  
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(b) To the extent there are any Delayed Generation Assets following the 
Closing, PG&E shall use commercially reasonable efforts to preserve and maintain such Delayed 
Generation Assets in all material respects, and shall be responsible for the operation and 
maintenance of the Delayed Generation Assets and the Delayed Generation Liabilities. 

(c) Following the Closing, PG&E and the Company shall, as soon as 
reasonably practicable, use commercially reasonable efforts to remove all Legal Impediments and 
obtain all Consents necessary for the transfer of any Delayed Generation Asset or the assumption 
of any Delayed Generation Liability. At such time and on each occasion after the Closing Date 
that a Legal Impediment is removed or a Consent is obtained, as applicable, with respect to each 
Delayed Generation Asset, PG&E shall promptly contribute, assign, transfer, convey or deliver to 
the Company, and the Company shall assume such Delayed Generation Asset, and the Company 
shall assume all related Delayed Generation Liabilities, and in connection therewith, shall execute 
and deliver such further documents, instruments, conveyances or assurances as necessary to give 
effect to such contribution, assignment, transfer, conveyance or delivery. 

(d) Following such transfer of such Delayed Generation Asset, or the 
assumption of such Delayed Generation Liability, such Delayed Generation Asset or Delayed 
Generation Liability shall be treated for all purposes of this Agreement as a “Generation Asset” or 
as a “Generation Liability” as of the date of transfer or assumption, as the case may be, and shall 
no longer be a “Delayed Generation Asset” or a “Delayed Generation Liability”. 

6.2. Generation Assets on PG&E Property.  

(a) Schedule 6.2(a) sets forth the types of assets that are located on real property 
owned by PG&E, real property leased by PG&E, or other real property interests held by PG&E, 
which assets may be necessary for the operation of the Generation Business after the Closing. 

(b) From and after the Closing, PG&E and the Company shall enter into 
easements, leases or other agreements providing the Company the rights necessary for the 
operation, maintenance and monitoring of the applicable Generation Assets.  

6.3. Subdivision of PG&E Retained Land.  

(a) Schedule 6.3(a) sets forth a description of certain parcels of land owned by 
PG&E on which both a Generation Facility (the “Subdivision Parcels”) and assets of a facility 
unrelated to the Generation Business (the “Retained Land”) are located, and with respect to which 
the portions that are used in connection with the Generation Business and such other line of 
business do not constitute separate legal lots. PG&E agrees that, after the Closing, PG&E shall use 
its diligent efforts to cause the Subdivision Parcels to be subdivided into separate legal lots from 
the remaining Retained Land (the “Subdivisions”). The Company agrees to cooperate with PG&E 
in obtaining the necessary approvals and PG&E will be responsible for the third party costs for 
such Subdivision, including third party surveying, engineering legal and filing fees. Upon the 
recordation of the Subdivision for each Subdivision Parcel, PG&E shall convey fee title to such 
Subdivision Parcel to the Company in accordance with the terms and provisions of this Agreement, 
subject to the reservations set forth in the Grant Deed and Reservation of Easements for such 
Subdivision Parcel and the Company will agree to the extinguishment of the easements or the 
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cancellation of the lease, at no cost, granted to the Company or entered into with the Company, as 
applicable for the use of the Subdivision Parcels on and after the Closing Date. 

(b) Until any Subdivision is recorded and the Subdivision Parcel is conveyed 
to the Company, such Subdivision Parcel shall constitute a Delayed Generation Asset pursuant to 
Section 6.1 above; provided, however, that, until such time, the Company shall have the right to 
access the Subdivision Parcel to operate, maintain and monitor any Generation Assets that are 
located on such Subdivision Parcel. 

6.4. Generation Business Records.  

(a) After the Closing Date, PG&E shall maintain the Generation Business 
Records on behalf of the Company. PG&E shall maintain the Generation Business Records in 
accordance with all applicable PG&E policies and guidelines governing the maintenance of books 
and records and in accordance with applicable Law. 

(b) After the Closing Date and until such time as may be required by applicable 
Law, upon any reasonable request from the Company or its Representatives, PG&E shall (a) 
provide to the requesting party reasonable access to such portion of the Generation Business 
Records being requested during normal business hours and (b) permit the requesting party to make 
copies of such Generation Business Records, in each case at the cost of the requesting party or its 
Representatives; provided, however, that nothing herein shall require either party to take any action 
or provide any access pursuant to this Section 6.4(b) if doing so would (i) reasonably be likely to 
jeopardize the attorney-client privilege or other legal privilege, or (ii) contravene any applicable 
Law, fiduciary duty or binding agreement (it being understood that PG&E shall cooperate in any 
reasonable efforts and requests for waivers that would enable otherwise required disclosure to the 
Company to occur without so jeopardizing privilege or contravening such Law, duty or 
agreement). The Company or its Representatives may request such Generation Business Records 
under this Section 6.4(b) for any purpose in connection with any matter relating to or affected by 
the Generation Business, including in connection with the audit, accounting, financial reporting, 
tax, litigation or other similar needs of the Company.  

(c) After the Closing, PG&E shall preserve until such time as may be required 
by applicable Law, all Generation Business Records relating to the period prior to the Closing 
possessed by PG&E to the extent relating to the Generation Business. 

(d) Following the Closing, PG&E and the Company agree to provide to each 
other and to instruct their respective Related Persons and Representatives to provide to PG&E or 
the Company, as applicable, such cooperation and assistance and such information as may be 
reasonably requested upon reasonable advance written notice in connection with the audit, 
accounting, financial reporting, tax, litigation, federal, foreign or state securities law disclosure or 
other similar needs of such requesting party; provided, that such cooperation and assistance shall 
be provided at the requesting party’s expense.  
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ARTICLE VII 
POST-CLOSING AGREEMENTS 

7.1. Environmental Matters.  

(a) PG&E’s Remediation Obligations  

(i) PG&E agrees to undertake any Remediation relating to the matters 
set forth on Schedule 7.1(a)(i) (the “Known Pre-Closing Environmental Matters”), and to 
continue such Remediation until PG&E has achieved Completion. “Completion” means, with 
respect to any Known Pre-Closing Environmental Matter:  

(A) PG&E has received written notice that no additional 
Remediation of such Known Pre-Closing Environmental Matter is required at that time from the 
Governmental Authority exercising jurisdiction under Environmental Laws over the Remediation 
of such Known Pre-Closing Environmental Matter; or 

(B) PG&E has reasonably determined that no additional 
Remediation of such Known Pre-Closing Environmental Matter is required by Environmental 
Law, and (x) if applicable, the Governmental Authority exercising jurisdiction under 
Environmental Laws over the Remediation of such Known Pre-Closing Environmental Matter has 
failed to respond within a reasonable period of time to PG&E’s request for written notice that no 
additional Remediation is required, and (y) no written notice requiring additional Remediation has 
been received from any other Governmental Authority exercising jurisdiction over the applicable 
Generation Real Property under Environmental Laws 

(ii) Notwithstanding the foregoing, if: (1) a Governmental Authority 
with jurisdiction over the applicable Generation Real Property under Environmental Laws 
requires Remediation of a Completed Environmental Matter; and (2) such Remediation is 
required solely because of a change in the Environmental Laws that existed on the date of the 
Closing, that Completed Environmental Matter will be deemed to be a Known Pre-Closing 
Environmental Matter from and after the date of such change in the Environmental Laws, until 
Completion is achieved with respect to such Known Pre-Closing Environmental Matter. 

(iii) PG&E’s agreement under this Section 7.1(a) to undertake certain 
Remediation until PG&E has achieved Completion is subject to the following: 

(A) PG&E reserves the exclusive right to negotiate and enter into 
agreements with any Person regarding the nature, technical remediation approach, scope, cleanup 
objectives or any other aspect of any Remediation undertaken by PG&E. 

(B) PG&E will avoid, to the extent reasonably practicable and 
consistent with sound remediation practices, proposing to a Governmental Authority with 
jurisdiction over the Generation Real Property under Environmental Laws a method for achieving 
Completion that will materially decrease the economic value of a Generation Asset.  

(C) The Company understands that the Remediation may 
interfere with the use of the Generation Real Property after the Closing. PG&E will, to the extent 
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reasonably practicable and consistent with sound remediation practices, undertake the 
Remediation in a manner that will not unreasonably disrupt operations on the Generation Real 
Property. 

(D) After the completion of any Remediation, PG&E will make 
commercially reasonable efforts to restore the surface to a condition substantially similar to that 
existing at the time immediately prior to any such Remediation, provided that no Person (other 
than PG&E) has taken actions at the applicable Generation Real Property so as to make such 
restoration impracticable or not commercially reasonable under the circumstances.  

(b) Company Agreements Regarding PG&E’s Remediation Obligations. 

(i) In addition to any other licenses or easements granted by the 
Company or retained by PG&E in respect of the Generation Real Property, the Company will 
grant PG&E a non-exclusive license substantially in the form of Exhibit U attached hereto (the 
“Remediation License”), as needed for the purpose of conducting Remediation of the Known 
Pre-Closing Environmental Matters, subject to the terms and conditions of this Agreement. The 
Company agrees that it will comply, and will cause other Persons (other than PG&E, its Related 
Persons or their respective representatives) at the Generation Real Property to comply, with any 
requirements, directives, instructions, or plans issued by PG&E for the purpose of protecting the 
health and safety of Persons on the applicable Generation Real Property during Remediation 
activities conducted on or in the vicinity of the Generation Real Property. 

(ii) The Company acknowledges that PG&E will have sole 
responsibility for undertaking the Remediation of the Known Pre-Closing Environmental Matters 
and therefore the Company will not initiate or permit the initiation of any Remediation of the 
Known Pre-Closing Environmental Matters, or submit, or cause to be submitted, orally or in 
writing, any information or comments to any Governmental Authority concerning the Known 
Pre-Closing Environmental Matters or Remediation thereof (other than documents or 
information routinely and customarily submitted to such Governmental Authority) without the 
prior written consent of PG&E, unless in the reasonable judgment of the Company such actions 
are required by Environmental Laws or to protect the immediate health and safety of individuals 
in the vicinity of the Generation Real Property.  

(iii) The Company will assign to PG&E any and all right, claim or 
interest which the Company may have to payment or reimbursement by any Person in connection 
with any Known Pre-Closing Environmental Matters or the Remediation thereof.  

(iv) The Company will execute any waivers, applications, consents, 
affidavits, permits, deeds and other documents, as requested by PG&E, in furtherance of 
PG&E’s Remediation of the Known Pre-Closing Environmental Matters. 

(v) The Company will accept engineering and/or institutional controls, 
including any restrictions in deeds relating to the use of the Generation Real Property, and 
execute any documents as requested by PG&E to effectuate the use of such controls, in 
furtherance of PG&E’s Remediation of the Known Pre-Closing Environmental Matters, except 
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to the extent that such institutional or engineering controls will have a material adverse impact 
on the Company’s operation of the Generation Assets at said property. 

7.2. Land Conservation Commitment.  

(a) The Company acknowledges that PG&E has informed the Company of the 
following: 

(i) PG&E is a party to that certain Settlement Agreement as modified 
and approved by the CPUC in its Opinion and Order of December 18, 2003 (Decision 03-12-
035) (the “Settlement Agreement”), pursuant to which PG&E agreed to conserve and protect 
approximately one hundred forty thousand (140,000) acres of watershed lands, all owned by 
PG&E (the “Watershed Lands”), all of which are included in the Owned Generation Real 
Property, for a broad range of beneficial public values (the “Land Conservation Commitment”). 

(ii) In furtherance of the Settlement Agreement and to provide 
additional detail regarding the implementation of the Land Conservation Commitment, the 
parties to the Settlement Agreement and other interested parties entered into that certain 
Stipulation Resolving Issues Regarding the Land Conservation Commitment dated September 
25, 2003 (the “Stipulation” and, together with the Settlement Agreement, the “LCC 
Documents”). 

(iii) The Settlement Agreement provides that the Watershed Lands will 
be (A) subject to permanent conservation easements restricting development of the lands so as to 
protect and preserve their beneficial public values, or (B) made available for fee simple donation 
to public entities or qualified non-profit conservation organizations whose ownership will ensure 
the protection of beneficial public values; provided, that PG&E is not expected to make fee 
simple donations of Watershed Lands that contain Generation Assets or assets of PG&E, or a 
joint licensee’s, hydroelectric project works. 

(iv) In accordance with the LCC Documents, PG&E created the Pacific 
Forest and Watershed Lands Stewardship Council, a California non-profit public benefit 
corporation (the “Stewardship Council”), to oversee development and implementation of the 
Land Conservation Commitment. The Stewardship Council subsequently developed a Land 
Conservation Plan (the “LCP”) establishing a set of objectives to preserve or enhance the 
beneficial public values identified on each parcel of the Watershed Lands.   

(v) The Conservation Easements were entered into in furtherance of 
the Land Conservation Commitment and PG&E’s obligations pursuant to the LCC Documents. 

(vi) PG&E desires, through this Agreement and the other agreements to 
be entered into pursuant hereto, to ensure the permanent protection of the beneficial public 
values on the Watershed Lands as identified in the LCP while allowing the ongoing use of the 
Watershed Lands for hydroelectric operations, water delivery and other related activities. 

(b) The Company acknowledges that the Conservation Easements are 
Permitted Liens that run with the title of the Watershed Lands and bind all future owners, including 
the Company. The Company agrees to comply with the Conservation Easements and the Land 
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Conservation Commitment, including all obligations associated with donations of lands to public 
agencies and non-profit organizations. On the Closing Date, if there are donation transactions that 
have been approved by the Stewardship Council that are not yet completed, PG&E shall amend or 
withdraw any advice letters or applications pending before the CPUC or FERC, and the Company 
shall modify the transaction agreements to reflect the change in ownership and resubmit such 
advice letters or applications to effectuate the donation transactions. For contemplated donation 
transactions where no filings have yet been made, the Company shall assume the responsibility to 
complete such transactions and submit the necessary advice letters or applications to effectuate the 
transactions. 

(c) The Company acknowledges that the Conservation Easements run with the 
title of the property and bind all future owners. PG&E and the Company have, in connection with 
the Closing, entered into the Conservation Easement Assignment and Assumption Agreements, in 
the form attached hereto as Exhibit K, with the Company and all holders of the Conservation 
Easements as part of this transaction to ensure full transparency, acknowledgement, and 
commitment by all parties to comply with the terms of the Conservation Easements. The 
Conservation Easement Assignment and Assumption Agreement is not legally required by the 
Conservation Easements or the Land Conservation Commitment, but is provided to demonstrate 
mutual assent by PG&E, Company, and the holders of the Conservation Easement to the ongoing 
conservation requirements. PG&E will record such Conservation Easement Assignment and 
Assumption Agreements in each applicable county on or promptly following the Closing Date 
immediately after the recording of the applicable Grant Deeds and Reservation of Rights. PG&E 
shall bear the cost of the recording fees for recordation of the Grant Deeds and Reservation of 
Rights and the Conservation Easement Assignment and Assumption Agreements. 

7.3. Wrong Pockets. 

(a) If and to the extent that it is determined after Closing that legal title to or 
beneficial or other interest in all or part of any Excluded Asset or Retained Liability has been 
transferred to the Company, Company shall, promptly upon the request of PG&E (and at PG&E’s 
expense), (x) execute all such agreements, deeds or other documents as may be necessary for the 
purposes of transferring such assets or liabilities (or part thereof) or the relevant interests in them 
back to PG&E, (y) complete all such further acts or things as PG&E may reasonably direct in order 
to transfer such assets or liabilities or the relevant interests in them back to PG&E and (z) hold the 
asset (or part thereof), or relevant interest in the asset, on trust for PG&E (to the extent permitted 
by applicable Law) until such time as the transfer is validly effected to vest the asset (or part 
thereof) or relevant interest in the asset back to PG&E.  

(b) If and to the extent that it is determined after Closing that legal title to or 
beneficial or other interest in all or part of any Generation Asset or Generation Liability has not 
been transferred to the Company, PG&E shall, promptly upon the request of the Company (and at 
PG&E’s expense), (x) execute all such agreements, deeds or other documents as may be necessary 
for the purposes of transferring such assets or liabilities (or part thereof) or the relevant interests 
in them to the Company, (y) complete all such further acts or things as Company may reasonably 
direct in order to transfer such assets or liabilities or the relevant interests in them to the Company 
and (z) hold the asset (or part thereof), or relevant interest in the asset, on trust for Company (to 
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the extent permitted by applicable Law) until such time as the transfer is validly effected to vest 
the asset (or part thereof) or relevant interest in the asset back to PG&E.  

7.4. Access to Information. From the date hereof, at the sole cost and expense of the 
Company, PG&E will (a) give the Company and its Representatives reasonable access, upon 
reasonable notice and during business hours, to the offices, properties, books and records relating 
to the Generation Assets and Generation Liabilities, (b) furnish to the Company and its 
Representatives such other information relating to the Generation Assets and Generation 
Liabilities as is reasonably requested and (c) instruct the officers, executives and senior managers 
of PG&E to reasonably cooperate with Company and its Representatives.  

7.5. Confidentiality. 

(a)  PG&E shall and shall instruct its officers, directors, employees, 
accountants, advisors, agents, attorneys and other representatives (collectively, 
“Representatives”), to hold in strict confidence and secrecy, and to not disclose any and all 
confidential, proprietary and non-public information and materials, whether in written, verbal, 
graphic or other form, in each case, to the extent concerning the Company, the Generation 
Business, the Generation Assets or the Generation Liabilities (the “Confidential Information”) to 
any Person (other than the Company or the Company’s Related Persons), in each case, except (A) 
in connection with this Agreement or the transactions contemplated hereby or in connection with 
any other written agreement between PG&E and the Company, (B) in connection with any 
Minority Sale Agreement, (C) as requested by the Company, (D) to the extent required by 
applicable Law or for financial reporting purposes, (E) PG&E may disclose such terms to its 
Representatives as necessary in connection with the ordinary conduct of its respective businesses 
(so long as such Persons agree to or are bound by contract to keep the terms of this Agreement and 
the transactions contemplated hereby confidential).  

(b) If PG&E is requested or required (by oral question or request for 
information or documents in legal proceedings, interrogatories, subpoena, civil investigation 
demand or similar process) to disclose any Confidential Information, then such disclosing Person 
shall provide the Company with written notice of such request or requirement to enable the 
Company to (i) to seek an appropriate protective order or other remedy, (ii) to consult with the 
disclosing Person with respect to steps taken by the disclosing Person to resist or narrow the scope 
of such request or requirement and/or (iii) to waive compliance, in whole or in part, with the terms 
of this Section 7.5(b). If, in the absence of a protective order or the receipt of a waiver under this 
Section 7.5(b), the disclosing Person is nonetheless, in the reasonable opinion of its counsel, 
required to disclose such Confidential Information, then the disclosing Person may disclose such 
Confidential Information without any liability. 

7.6. Use of PG&E Name and Logos. The Company shall not use, or permit any 
Related Person to use, the name “Pacific Gas and Electric”, “PG&E” or any name reasonably 
similar thereto after the Closing Date; provided, however, that (x) the Company shall be permitted 
to use any entity names that incorporate words included in such names (including, for the 
avoidance of doubt, the entity name of the Company as of the Closing) and (y) the Company may 
use such names as part of indicating association with PG&E. Without limitation of the foregoing, 
after the Closing Date, the Company agrees not to, directly or indirectly, use or authorize any other 
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person or entity to use the word “Pacific Gas and Electric”, “PG&E” or any name reasonably 
similar thereto (other than a name that is the entity name of the Company), or any Intellectual 
Property Rights of PG&E (including any variant extension domain name derived from any domain 
name of PG&E or any domain name with a variant spelling based on, derived from, or reasonably 
similar to, any such domain name of PG&E), as a corporate or business name, trade name, domain 
name, trademark or servicemark. 

ARTICLE VIII 
REMEDIES; INDEMNIFICATION  

8.1. Survival. The representations and warranties of the parties herein shall survive 
until the first anniversary of the Closing, except that the representations and warranties contained 
in (x) Section 4.1 (Organization and Existence), Section 4.2 (Execution, Delivery and 
Enforceability) and Section 4.3 (No Violation) and (y) Section 5.1 (Organization), Section 5.2 
(Execution, Delivery and Enforceability) and Section 5.3 (No Breach) shall survive until the date 
that is three (3) years following the Closing Date. Covenants of the parties shall survive until the 
period stated herein for such covenant and if no period is stated, until the earlier of (i) full 
performance of such covenant and (ii) thirty days following the date on which the covenant is 
required to be performed. Notwithstanding the preceding sentences, any covenant, agreement, 
representation or warranty in respect of which indemnity may be sought under Section 8.2 shall 
survive the time at which it would otherwise terminate, if notice of the inaccuracy or breach thereof 
giving rise to such right to indemnity shall have been given to the party against whom such 
indemnity may be sought prior to such time.  

 
8.2. Indemnification. 

(a) PG&E shall indemnify the Company and its respective officers, directors, 
employees and agents (each, including the Company, a “Company Party”) against, and shall hold 
each of them harmless from, any and all damages, claims, debts, actions, assessments, judgments, 
losses, liabilities, fines, fees, penalties and expenses (including reasonable expenses of 
investigation and reasonable attorneys’ fees and expenses in connection with any action, suit or 
proceeding) (collectively, “Losses”) incurred or suffered by a Company Party, whether as between 
a Company Party and PG&E, or a Company Party and a third party, in connection with, resulting 
from or arising out of: 

(i) any misrepresentation, inaccuracy or breach of a representation or 
warranty made by PG&E pursuant to this Agreement; 

(ii) any breach of a covenant or agreement to be performed by PG&E 
pursuant to this Agreement; 

(iii) the failure of PG&E to perform, pay and discharge when due any 
(x) Retained Liability; (y) obligation or liability of PG&E relating to the Excluded Assets or (z) 
claim or cause of action by any party against a Company Party with respect to any Retained 
Liability or Excluded Asset; or  

(iv) any Known Environmental Liabilities. 
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(b) Notwithstanding anything to the contrary herein, if a Company Party incurs 
or suffers a Loss in connection with, resulting from or arising out of a set of facts for which the 
Company Party is entitled to indemnification pursuant to Section 8.2(a), and to the extent that the 
terms of the RWI Policy (as defined in the Minority Sale Agreement) allow for recovery of a Loss 
to Investor for breach of a Generation Business R&W under the Minority Sale Agreement that is 
related to the same set of facts as the Loss incurred by the Company Party under the Separation 
Agreement, then PG&E shall only indemnify the Company Party pursuant to Section 8.2(a) for an 
amount equal to %3 of the Losses (the “PG&E Loss Amount”) incurred or suffered by such 
Company Party; provided, however, that PG&E shall not be obligated to indemnify the Company 
for any such Loss unless Investor[s] has made a claim under such RWI Policy for the Loss to 
Investor for such breach and confirms in writing to PG&E that it will comply with its obligations 
under Section 14.3(b) of the A&R LLC Agreement (as defined in the applicable Minority Sale 
Agreement) in respect of such Loss to Investor.  

(c) The Company shall indemnify PG&E and its respective officers, directors, 
employees and agents (each, including PG&E, a “PG&E Party”) against, and shall hold each of 
them harmless from, any and all Losses incurred or suffered by a PG&E Party, whether as between 
a PG&E Party and the Company, or a PG&E Party and a third party, in connection with, resulting 
from or arising out of: 

(i) any misrepresentation, inaccuracy or breach of a representation or 
warranty made by the Company pursuant to this Agreement; 

(ii) any breach of a covenant or agreement to be performed by the 
Company pursuant to this Agreement; or 

(iii) the failure of the Company to perform, pay and discharge when due 
any (x) Generation Liability or (y) claim or cause of action by any party against a Company Party 
with respect to any Generation Liability.  

(d) Determination of Losses.  

(i) If, in respect of any Loss of a Company Party subject to 
indemnification by PG&E pursuant to Section 8.2(a), the Company Party (i) recovers, or 
reasonably expects to recover, all or a portion of such Loss through the Company’s rates or (ii) 
receives, or reasonably expects to receive, insurance proceeds for all or a portion of such Loss, 
then the amount of the Loss that the Company Party may claim pursuant to Section 8.2(a) shall 
be reduced by the net amount of such amounts in recovered in rates or insurance proceeds (the 
“Recovered Losses”). 

(ii) In the event that an amount representing Recovered Losses is 
actually received by a Company Party subsequent to receipt by such Company Party of any 
indemnification payment by PG&E pursuant to this Section 8.2 in respect of the claims to which 
such Recovered Losses relate, the Company shall promptly refund PG&E an amount equal to the 
                                                 
3 NTD: To reflect PG&E’s ownership interest in the Company following the closing of the 
Minority Sale Agreement(s). 
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Recovered Losses (or, if less, in the amount of applicable indemnification payments previously 
made to the Company Party by PG&E). 

(e) Except as expressly provided herein, no party shall be liable hereunder at 
any time for consequential, exemplary, indirect, special or punitive damages or any Losses of the 
other party, whether in contract, tort (including negligence), strict liability or otherwise. 

(f) PG&E shall not be liable for any claim for indemnification pursuant to 
Section 8.2(a) unless and until the aggregate amount of indemnifiable Losses which may be 
recovered from PG&E equals or exceeds &E shall be liable only for the 
amount of Losses in excess thereof; provided, that this clause (i) shall not apply to Losses arising 
out of or relating to the inaccuracy or breach of any Fundamental Representation or in the event 
of Fraud and (ii) the maximum aggregate amount of indemnifiable Losses which may be recovered 
from PG&E for Losses arising out of or relating to indemnification claims under this Agreement 

E. 

(g) Notwithstanding anything to the contrary which may be contained herein, 
the indemnities set forth in this Article VII shall become effective as of the Closing Date.  Other 
than equitable remedies and except in the case of Fraud, from and after the Closing, the indemnities 
set forth in this Article VII shall be the exclusive remedies of the Company Parties and the PG&E 
Parties due to the breach or default of any representation, warranty, covenant, agreement or other 
matters contained in this Agreement.  The Company Parties and the PG&E Parties shall not be 
entitled to a rescission of this Agreement or to any further indemnification rights, breach or 
damages or claims of any nature whatsoever in respect thereof, all of which such parties hereby 
waive. 

(h) PG&E Cure Period. 

(i) In the event that a Company Party discovers an event that gives 
rise to a claim pursuant to Section 8.2(a), prior to bringing a claim for indemnification pursuant 
to Section 8.2(i), the Company Party shall promptly deliver to PG&E written notice of such 
event. Such notice shall describe the event and potential claim in reasonable detail. Upon receipt 
of such notice, PG&E shall proceed in a reasonably prompt manner to attempt to cure such 
underlying event, and shall have a period of one hundred twenty (120) days to cure such 
underlying event; provided, however, that if such event cannot be cured with such 120 day or 
longer period, the cure period may be extended for such reasonable period as may be required 
provided that PG&E has commenced and continued to diligently pursue such cure during the 120 
day period. 

(ii) If, following the termination of the cure period, the Company Party 
shall incur, or shall have incurred, a Loss, then the Company Party shall seek indemnification for 
such Loss against PG&E pursuant to this Section 8.2.  

(i) Procedure. All claims for indemnification by an Indemnified Party pursuant 
to this Section 8.2 shall be made in accordance with the provisions of this Section 8.2(i). Whenever 
any claim shall arise for indemnification hereunder, the party entitled to indemnification (the 
“Indemnified Party”) shall promptly provide written notice of such claim to the other party (the 
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“Indemnifying Party”). In connection with any claim giving rise to indemnity hereunder resulting 
from or arising out of any action by a Person who is not a party to this Agreement, the Indemnifying 
Party, at its sole cost and expense and upon written notice to the Indemnified Party, may assume 
the defense of any such action with counsel reasonably satisfactory to the Indemnified Party. The 
Indemnified Party shall be entitled to participate in the defense of any such action, with its counsel 
and at its own cost and expense. If the Indemnifying Party does not assume the defense of any 
such action, the Indemnified Party may, but shall not be obligated to, defend against such action 
in such manner as it may deem appropriate, including settling such action, after giving notice of it 
to the Indemnifying Party, on such terms as the Indemnified Party may deem appropriate and no 
action taken by the Indemnified Party in accordance with such defense and settlement shall relieve 
the Indemnifying Party of its indemnification obligations herein provided with respect to any 
damages resulting therefrom. The Indemnifying Party shall not settle any action without the 
Indemnified Party’s prior written consent, which consent shall not be unreasonably withheld or 
delayed, unless the settlement or the entry of a judgment (A) provides a complete release of the 
Indemnified Party for all liability with respect thereto and (B) does not impose any liability or 
obligation on the Indemnified Party.   

8.3. Certain Tax Matters. 

(a) The Company shall pay all documentary, sales, use, stamp, registration, 
value added, business, goods and services, transfer, real property transfer, recording, conveyancing 
and other such Taxes and fees (including any penalties, interests and additions to Tax with respect 
thereto) excluding any income or gains Taxes arising from or incurred in connection with the 
Contemplated Transactions (“Transfer Taxes”) when due. PG&E shall, at the Company’s expense, 
prepare and file or cause to be prepared and filed all necessary Tax Returns and other 
documentation with respect to any such Transfer Taxes, and if required by applicable Law, 
Company shall join in the execution of any such Tax Returns and other documentation. PG&E and 
the Company shall cooperate to seek to reduce the amount of any Transfer Taxes incurred, 
including by providing or obtaining (at the Company’s expense) any application exemption 
certificates with respect to any such Transfer Taxes.  

(b) The Company and PG&E shall cooperate fully, as and to the extent 
reasonably requested by the other party, in connection with the preparation and filing of Tax 
Returns and any audit, litigation or other proceeding with respect to Taxes. Such cooperation shall 
include the retention and (upon the other party’s request) the providing of records and information 
which are reasonably relevant to any such Tax Return, audit, litigation or other proceeding and 
making employees available on a mutually convenient basis to provide additional information and 
explanation of any material provided hereunder. 

(c) Subject to Section 8.3(a), to the extent it is necessary for purposes of this 
Agreement to determine the allocation of liability for, or a refund of, Taxes arising from or incurred 
in connection with the Generation Assets, the Generation Liabilities, the Generation Business and 
the Contemplated Transactions for a Tax period that begins before and ends on or after the Closing 
Date (a “Straddle Period”), such allocation shall be determined by assuming the Straddle Period 
consisted of two taxable years or periods, one which ended at the close of the day prior to the 
Closing Date, and the other which began at the beginning of the day of the Closing Date, and any 
Taxes based on or measured by income, gross or net sales, or payments or receipts shall be 
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allocated between the pre-Closing Date and post-Closing Date portion of such Straddle Period 
based on an interim closing of the books as of the close of business on the day prior to the Closing 
Date and any other Taxes shall be allocated between the pre-Closing Date and post-Closing Date 
portion of such Straddle Period on a per diem basis.  

ARTICLE IX 
MISCELLANEOUS 

9.1. Notices. All notices, requests, consents and other communications under this 
Agreement must be in writing and shall be deemed to have been duly given and effective 
(a) immediately (or, if not delivered before 5:00 p.m. San Francisco, California time on a Business 
Day, the next Business Day) if delivered by electronic mail (with confirmation of transmission) 
and if a hard copy is delivered by overnight delivery service the next Business Day, (b) on the date 
of delivery if by hand delivery (with confirmation of receipt) (or, if not delivered on a Business 
Day, the next Business Day) or (c) on the first Business Day following the date of dispatch (or, if 
not sent on a Business Day, the next Business Day after the date of dispatch) if sent by overnight 
service with a nationally recognized overnight delivery service (all fees prepaid).  All notices shall 
be delivered to the following addresses, or such other addresses as may hereafter be designated in 
writing by a party to the other party: 

 
Notices to PG&E: 
Pacific Gas and Electric Company 
300 Lakeside Drive  
Oakland, CA 94612 
Attention:  William Manheim  
E-mail: WVM3@pge.com  
 
with copies (which shall not constitute notice) to: 
 
Munger, Tolles & Olson LLP 
350 South Grand Ave, 50th Floor 
Los Angeles, California 90071 
Attention:  Judith Kitano 
E-mail:  judith.kitano@mto.com  

Skadden, Arps, Slate, Meagher & Flom LLP 
1440 New York Avenue, NW 
Washington, DC 20005 
Attention:  Pankaj Sinha 
E-mail: psinha@skadden.com  

Notices to the Company: 
Pacific Generation LLC 
c/o Pacific Gas and Electric Company 
300 Lakeside Drive  
Oakland, CA 94612 
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Attention: [President of the Company] 
E-mail:   
 
with a copy (which shall not constitute notice) to: 
 

 
Attention:  [General Counsel of the Company] 
E-mail:   

9.2. Assignment; Amendment. This Agreement and all of the provisions hereof shall 
be binding upon and inure to the benefit of the parties hereto and their respective heirs, successors 
and permitted assigns. Neither this Agreement nor any of the rights, interests or obligations 
hereunder shall be assigned (including by operation of law) without the prior written consent of 
PG&E and the Company. Any provision of this Agreement may be amended or waived if, but only 
if, such amendment or waiver is in writing and is signed, in the case of an amendment, by each 
party to this Agreement or, in the case of a waiver, by each party against whom the waiver is to be 
effective. 

9.3. Severability; Interpretation. Whenever possible, each provision of this 
Agreement shall be interpreted in such manner as to be effective and valid under applicable Law, 
but if any provision of this Agreement is held to be prohibited by or invalid under applicable Law, 
such provision shall be ineffective only to the extent of such prohibition or invalidity, without 
invalidating the remainder of such provisions or the remaining provisions of this Agreement. 
Notwithstanding the fact that this Agreement has been drafted or prepared by one of the parties, 
each of the Company and PG&E confirm that they and their respective counsel have reviewed, 
negotiated and adopted this Agreement as the joint agreement and understanding of the parties 
hereto and the language used in this Agreement shall be deemed to be the language chosen by the 
parties hereto to express their mutual intent, and no rule of strict construction shall be applied 
against any Person. The captions used in this Agreement and descriptions of the Disclosure 
Schedules are for convenience of reference only and do not constitute a part of this Agreement and 
shall not be deemed to limit, characterize or in any way affect any provision of this Agreement, 
and all provisions of this Agreement shall be enforced and construed as if no caption or description 
of the Disclosure Schedules had been used in this Agreement.  

9.4. Complete Agreement. This Agreement and the Minority Sale Agreement, 
together with and any other agreements referred to herein executed and delivered on or after the 
date hereof, contain the complete agreement among the parties hereto and supersede any prior 
understandings, agreements or representations by or between such parties, written or oral, which 
may have related to the subject matter hereof in any way. 

9.5. Governing Law. THIS AGREEMENT SHALL BE GOVERNED BY AND 
CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF CALIFORNIA 
(WITHOUT REGARD TO THE CONFLICTS OF LAWS PRINCIPLES THEREOF) AS TO 
ALL MATTERS, INCLUDING MATTERS OF VALIDITY, CONSTRUCTION, EFFECT, 
PERFORMANCE AND REMEDIES.  

9.6. Dispute Resolution. 
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(a) Intent of the Parties. Except as provided in Section 9.8, the sole procedure 
to resolve any claim arising out of or relating to this Agreement is the dispute resolution procedure 
set forth in this Section 9.6.  Either party hereto may seek injunctive relief with respect to this 
Agreement or other provisional judicial remedy in accordance with Section 9.8 if such action is 
necessary to prevent irreparable harm or preserve the status quo, in which case both parties hereto 
nonetheless shall continue to pursue resolution of the dispute by means of this procedure. 

(b) Management Negotiations.  

(i) The parties hereto shall attempt in good faith to resolve any 
controversy or claim arising out of or relating to this Agreement by prompt negotiations between 
the authorized representatives for each party hereto, or such other person designated in writing as 
a representative of the applicable party hereto (each, a “Manager”). Either Manager may request 
a meeting (such meeting to be held in person or telephonically) to initiate negotiations to be held 
within ten (10) Business Days of receipt of such request by the other party hereto, at a mutually 
agreed time and place. If the matter is not resolved within fifteen (15) Business Days of their first 
meeting (“Initial Negotiation End Date”), the Managers shall refer the matter to the designated 
senior officers of their respective companies (“Executive(s)”), who shall have authority to settle 
the dispute. Within five (5) Business Days of the Initial Negotiation End Date (“Referral Date”), 
each party hereto shall provide one another written notice confirming the referral and identifying 
the name and title of the Executive who will represent such party. 

(ii) Within five (5) Business Days of the Referral Date the Executives 
shall establish a mutually acceptable location and date, which date shall not be greater than thirty 
(30) calendar days from the Referral Date, to meet. After the initial meeting date, the Executives 
shall meet, as often as they reasonably deem necessary to exchange relevant information and to 
attempt to resolve the dispute. 

(iii) All communication and writing exchanged between the parties 
hereto in connection with these negotiations shall be confidential and shall not be used or 
referred to in any subsequent binding adjudicatory process between the parties hereto. 

(iv) If the matter is not resolved within forty-five (45) calendar days of 
the Referral Date, or if the party hereto receiving the written request to meet, pursuant to 
subsection 9.6(b)(i) above, refuses or does not meet within the ten (10) Business Day period 
specified in subsection 9.6(b)(i) above, either party hereto may initiate mediation of the 
controversy or claim according to the terms of the following subsection 9.6(c). 

(c) Mediation and Arbitration. If the dispute cannot be so resolved by 
negotiation as set forth in Section 9.6(b) above, it shall be resolved at the request of either party 
hereto through a two-step dispute resolution process administered by JAMS. As the first step the 
parties hereto agree to mediate any controversy before a mediator from the JAMS, pursuant to the 
applicable JAMS commercial mediation rules, in San Francisco, California. Either party hereto 
may begin mediation by serving a written demand for mediation. The mediator shall not have the 
authority to require, and neither party hereto may be compelled to engage in, any form of discovery 
prior to or in connection with the mediation. If within sixty (60) calendar days after service of a 
written demand for mediation, the mediation does not result in resolution of the dispute, then the 
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controversy shall be settled by arbitration conducted by a retired judge or justice from JAMS 
conducted in San Francisco, California, administered by and in accordance with the applicable 
JAMS commercial arbitration rules (“Arbitration”). The period commencing from the date of the 
written demand for mediation until the appointment of a mediator shall be included within the 
sixty (60) day mediation period. Any mediator(s) and arbitrator(s) shall have no affiliation with, 
financial or other interest in, or prior employment with either party hereto and shall be 
knowledgeable in the field of the dispute. Either party hereto may initiate arbitration by filing with 
JAMS a notice of intent to arbitrate within sixty (60) calendar days of service of the written demand 
for mediation. 

(d) Arbitration Procedures. 

(i) At the request of a party hereto, the arbitrator shall have the 
discretion to order depositions of witnesses to the extent the arbitrator deems such discovery 
relevant and appropriate. Depositions shall be limited to a maximum of three (3) per party hereto 
and shall be held within thirty (30) calendar days of the making of a request. Additional 
depositions may be scheduled only with the permission of the arbitrator, and for good cause 
shown. Each deposition shall be limited to a maximum of six (6) hours duration unless otherwise 
permitted by the arbitrator for good cause shown. All objections are reserved for the arbitration 
hearing except for objections based on privilege and proprietary and confidential information. 
The arbitrator shall also have discretion to order the parties hereto to exchange relevant 
documents. The arbitrator shall also have discretion to order the parties hereto to answer 
interrogatories, upon good cause shown.  

(ii) Each of the parties hereto shall submit to the arbitrator, in 
accordance with a schedule set by the arbitrator, offers in the form of the award it considers the 
arbitrator should make. If the arbitrator requires the parties hereto to submit more than one such 
offer, the arbitrator shall designate a deadline by which time the parties hereto shall submit their 
last and best offer. In such proceedings the arbitrator shall be limited to awarding only one of the 
two “last and best” offers submitted, and shall not determine an alternative or compromise 
remedy. 

(iii) The arbitrator shall have no authority to award punitive or 
exemplary damages or any other damages other than direct and actual damages and the other 
damages contemplated by this Agreement. 

(iv)  The arbitrator’s award shall be made within nine (9) months of the 
filing of the notice of intention to arbitrate (demand) and the arbitrator shall agree to comply with 
this schedule before accepting appointment. However, this time limit may be extended by 
agreement of the parties hereto or by the arbitrator, if necessary. The San Francisco County 
Superior Court may enter judgment upon any award rendered by the arbitrator. The parties 
hereto are aware of the decision in Advanced Micro Devices, Inc. v. Intel Corp., 9 Cal. 4th 362 
(1994), and, except as modified by this Agreement, intend to limit the power of the arbitrator to 
that of a Superior Court judge enforcing California law. The prevailing party in this dispute 
resolution process is entitled to recover its costs and reasonable attorneys’ fees.  
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(v) The arbitrator shall have the authority to grant dispositive motions 
prior to the commencement of or following the completion of discovery if the arbitrator 
concludes that there is no material issue of fact pending before him. 

(vi) Except as may be required by law, neither a party hereto nor an 
arbitrator may disclose the existence, content, or results of any arbitration hereunder without the 
prior written consent of both parties hereto.  

9.7. Third-Party Beneficiaries and Obligations. Except as otherwise expressly 
provided in this Agreement, and without limitation to the rights of the Investor[s] pursuant to the 
[applicable] Minority Sale Agreement, nothing expressed or implied in this Agreement is intended, 
or shall be construed, to confer upon or give any Person that is not a party hereto any rights or 
remedies under or by reason of this Agreement or the transactions contemplated hereby. 

9.8. Specific Performance; Cumulative Remedies. Each party hereto recognizes and 
agrees that if it should fail to perform any of its obligations under this Agreement, the remedy at 
law would be inadequate and agrees that for breach of such provisions, each party will, in addition 
to such other remedies as may be available to them at law or in equity, be entitled to injunctive 
relief with respect to this Agreement (including an injunction or injunctions to prevent breaches of 
this Agreement) and to enforce its rights under this Agreement by an action for specific 
performance; provided, that each party hereto hereby waives any requirement for the posting of 
any bond or other surety in connection with any temporary or permanent award of injunctive, 
mandatory, or other relief. All rights and remedies of the Company under this Agreement, 
including specific performance remedies, shall be cumulative and the exercise of one or more right 
or remedies shall not preclude the exercise of any other right or remedy available under this 
Agreement or applicable Law. 

9.9. Bulk Transfer Laws. The Company hereby waives compliance by PG&E with 
the provisions of any so-called bulk transfer laws (or any similar applicable Law) of any 
jurisdiction in connection with the contribution of the Generation Assets. 

9.10. Severability. If any term or provision of this Agreement is invalid, illegal, or 
unenforceable in any jurisdiction, such invalidity, illegality, or unenforceability shall not affect 
any other term or provision of this Agreement. 

9.11. Usage. Whenever the words “include,” “includes” or “including” are used in 
this Agreement, they shall be deemed to be followed by the words “without limitation.” Words 
denoting any gender shall include all genders. Where a word is defined herein, references to the 
singular shall include references to the plural and vice versa. A reference to any party to this 
Agreement or any other agreement or document shall include such party’s successors and 
permitted assigns. All references to “$” and dollars shall be deemed to refer to United States 
currency unless otherwise specifically provided. All references to a day or days shall be deemed 
to refer to a calendar day or calendar days, as applicable, unless otherwise specifically provided. 
Any reference to any agreement or contract referenced herein or in the Disclosure Schedules shall 
be a reference to such agreement or contract, as amended, modified, supplemented or waived.  
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9.12. Counterparts. This Agreement may be executed in multiple counterparts by the 
parties hereto. All counterparts so executed shall constitute one agreement binding upon all parties, 
notwithstanding that all parties are not signatories to the original or the same counterpart. Each 
counterpart shall be deemed an original to this Agreement, all of which shall constitute one 
agreement to be valid as of the date of this Agreement. Documents executed, scanned and 
transmitted electronically and electronic signatures shall be deemed original signatures for 
purposes of this Agreement and all matters related thereto, with such scanned and electronic 
signatures having the same legal effect as original signatures. 

* * * * * 



 

 

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date 
first written above. 

 

PACIFIC GAS AND ELECTRIC COMPANY 

 
 
By:  _____________________________ 
Name: 
Title: 
 
 
 
 
PACIFIC GENERATION LLC 

 
 
By:  _____________________________ 
Name: 
Title: 



 
 

ATTACHMENT B 



 

 

LIMITED LIABILITY COMPANY AGREEMENT 

OF 

PACIFIC GENERATION LLC 

This Limited Liability Company Agreement (as may be amended, modified, 
supplemented or restated from time to time, this “Agreement”) of PACIFIC GENERATION LLC, a 
Delaware limited liability company (the “Company”), is adopted by Pacific Gas and Electric 
Company, a California corporation (in its capacity as the sole member of the Company, the “PG&E 
Member”), effective as of September 26, 2022 (the “Formation Date”). 

1. Formation.  The Company was formed as a limited liability company under 
and pursuant to the provisions of the Delaware Limited Liability Company Act, 6 Del. Code § 
18-101 et seq., as amended (together with any successor to such statute, the “Act”).  The rights, 
duties and liabilities of the Members (as defined herein) shall be as provided in the Act, except as 
otherwise provided herein.  In the event of any inconsistency between any term or condition 
contained in this Agreement and any non-mandatory provision of the Act, the terms and conditions 
contained in this Agreement shall govern.  The PG&E Member hereby approves and ratifies the 
formation of the Company, including the execution and delivery of the certificate of formation of 
the Company (as amended, modified, supplemented or restated from time to time, the “Certificate 
of Formation”) and the filing thereof with the office of the Secretary of State of the State of 
Delaware. 

2. Name.  The name of the Company is “Pacific Generation LLC”.  The 
Company may conduct business under this name or any other name approved by the PG&E 
Member. 

3. Purpose.  The Company is formed for the object and purpose of, and the 
nature of the business to be conducted and promoted by the Company is, engaging in (a) any and 
all lawful acts and activities for which a limited liability company may be formed under the Act, 
and (b) any and all activities necessary, advisable, convenient or incidental to the foregoing. 

4. Registered Agent and Office.  The location of the registered office of the 
Company shall be 251 Little Falls Drive, Wilmington, Delaware 19808.  The Company’s 
registered agent at such address shall be Corporation Service Company. 

5. Principal Office.  The principal office of the Company shall be located at 
such place as the PG&E Member may determine.  The location of the Company’s principal office 
may be changed at will by the PG&E Member.  In addition, the Company may maintain offices 
and places of business at such other place or places within or outside the State of Delaware as the 
PG&E Member determines to be necessary, appropriate, advisable or convenient. 

6. Term.  The term of the Company shall be perpetual, unless sooner 
terminated and wound up in accordance with the Act. 

7. Corporate Separateness.  To ensure corporate separateness between the 
PG&E Member and the Company, the Company, together with its officers, shall take or refrain 
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from taking, as the case may be, and cause the subsidiaries of the Company (if any) to take or 
refrain from taking, as the case may be, the following actions (in each case, to the extent consistent 
with applicable law and regulation): 

(a) at all times hold itself out as a separate entity from the PG&E Member and 
conduct business in its own name;  

(b) correct any known material misunderstanding regarding its identity as an 
entity separate from the PG&E Member;  

(c) maintain one or more bank accounts separate from the PG&E Member;  

(d) not commingle the funds of the Company with funds of the PG&E Member 
or any other persons related to the PG&E Member (other than subsidiaries of the Company); 

(e) maintain separate books, accounts and financial statements from the PG&E 
Member reflecting its separate assets and liabilities; 

(f) maintain an adequate capitalization at all times;  

(g) observe appropriate organizational procedures and formalities;  

(h) not enter into any guaranty of, or otherwise become intentionally liable for, 
or pledge or encumber its assets to secure, the liability, debts or obligations of the PG&E Member 
(except for any indemnification obligations set forth in agreements with the PG&E Member related 
to a contribution of assets to the Company);  

(i) pay or bear the cost of its own liabilities, expenses and losses only from its 
own assets, including compensating all advisors and other agents from its own funds for services 
provided to it by such advisors and other agents (except for any indemnification obligations set 
forth in agreements with the PG&E Member related to a contribution of assets to the Company);  

(j) take the actions necessary to ensure the existence of the Company’s stand-
alone credit and debt ratings, as applicable;  

(k) prevent the Company from lending money to or borrowing money from the 
PG&E Member or any persons related to the PG&E Member (other than subsidiaries of the 
Company);  

(l) prevent the Company from being a borrower under a common credit facility 
with the PG&E Member or any persons related to the PG&E Member (other than subsidiaries of 
the Company);  

(m) cause its representatives to hold themselves out to third parties as being the 
representatives of the Company or such Company subsidiary, and refrain from holding themselves 
out as representatives of the PG&E Member, except where the PG&E Member is acting as the 
Company’s or such Company subsidiary’s agent for the limited purposes of the Company’s initial 
organizational matters, including making submissions to, and otherwise interacting with, the 
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CPUC, FERC and other regulatory agencies and in connection with the any contribution of assets 
to, or assumption of liabilities by, the Company (or such Company subsidiary) and the 
capitalization of the Company (or such Company subsidiary); and  

(n) pay or bear the cost of the preparation of its financial statements, and have 
such financial statements audited by an independent certified public accounting firm. 

8. Capital Structure.  The capital structure of the Company shall consist of one 
class of common units (the “Common Units”), which shall collectively represent all of the limited 
liability company interests in the Company.  All Common Units shall be identical with each other 
in every respect.   

9. Members.  The PG&E Member shall be the sole member of the Company 
until such time as one or more additional members is or are admitted to the Company (such 
additional members of the Company, together with the PG&E Member, the “Members”).  
Members may be admitted to the Company only upon the approval of the PG&E Member.   

10. Register of Members.  Ownership of Common Units may be represented by 
certificates, but ownership in the Company shall be exclusively evidenced and determined by entry 
in the register of Members of the Company, which register is conclusive as to the equity ownership 
in the Company (the “Register of Members”).  A copy of the Register of Members setting forth 
the name, address, number of Common Units owned by each Member and the percentage of issued 
and outstanding Common Units held by such Member as of the date hereof is attached as Schedule 
A hereto, and the Company shall amend the Register of Members from time to time as necessary 
to reflect accurately additional capital contributions to the Company and any direct or indirect sale, 
exchange, transfer, lease, license, foreclosure or other disposal or similar transaction with respect 
to Common Units, whether voluntary, involuntary or by operation of law, whether or not for value 
undertaken in compliance with this Agreement. 

11. Tax Treatment.  Notwithstanding anything herein to the contrary, unless 
otherwise determined by the PG&E Member, for U.S. federal income tax purposes (as well as for 
any analogous state or local tax purposes) the Company shall be (a) a disregarded entity if there is 
a single Member, and (b) a partnership if there is more than one Member.  The Company and each 
Member shall take any and all necessary actions to ensure the Company is treated in a manner 
consistent with the preceding sentence. 

12. Management of the Company. 

(a) Except as otherwise expressly provided in this Agreement, all powers to 
control and manage the business and affairs of the Company shall be exclusively vested in the 
PG&E Member, and the PG&E Member may exercise all powers of the Company and do all such 
lawful acts as are permitted by the Act and in so doing shall have the right and authority to take 
all actions which the PG&E Member determines necessary, advisable, convenient or incidental for 
the management and conduct of the Company’s business. 

(b) The PG&E Member may appoint one or more officers of the Company and 
retain and terminate employees, agents and consultants of the Company and delegate such duties 
to any such officers, employees, agents and consultants as the PG&E Member deems appropriate, 
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including the power, acting individually or jointly, to represent and bind the Company in all 
matters, in accordance with the scope of their respective duties.  Any officer of the Company may 
be removed at any time by the PG&E Member for any reason or no reason at all.  Each officer of 
the Company shall serve as such until the earliest of (i) his or her removal by the PG&E Member, 
(ii) his or her resignation as an officer, or (iii) his or her death. 

(c) In furtherance of Section 12(b), David Thomason is hereby appointed as the 
Vice President of the Company, and shall be responsible for the general and active management 
of the Company.  

13. Limited Liability.  Except as otherwise provided by the Act, the debts, 
obligations and liabilities of the Company, whether arising in contract, tort or otherwise, shall be 
solely the debts, obligations and liabilities of the Company, and neither the PG&E Member nor 
any other person shall be obligated for any such debt, obligation or liability of the Company by 
reason of being a Member. 

14. Indemnification.  Subject to the limitations and conditions set forth in this 
Section 14, each person who was or is made a party (or is threatened to be made a party) to, or is 
involved in any threatened, pending or completed action, suit or proceeding, whether a civil, 
criminal, administrative, arbitrative or investigative proceeding (hereinafter, a “Proceeding”), or 
any appeal in such a Proceeding or any inquiry or investigation that could lead to such a 
Proceeding, by reason of the fact that he, she, or it, or a person of whom he, she, or it is the legal 
representative, is or was serving as a manager, officer, or similar functionary of the Company or 
is or was serving at the request of the Company as a manager, officer, or similar functionary of 
another person (each, an “Indemnified Person”), shall be indemnified by the Company to the 
fullest extent permitted by law (including, without limitation, indemnification against negligence, 
gross negligence and breach of duty) against judgments, penalties (including excise and similar 
taxes and punitive damages), fines, settlements and reasonable expenses (including, without 
limitation, attorneys’ fees) actually incurred by such Indemnified Person in connection with such 
Proceeding, if the Indemnified Person acted in good faith and in a manner such Indemnified Person 
reasonably believed to be in, or not opposed to, the best interests of the Company, and with respect 
to any criminal Proceeding, had no reasonable cause to believe such Indemnified Person’s conduct 
was unlawful. The indemnities hereunder shall survive termination of the Company. Each 
Indemnified Person shall have a claim against the property and assets of the Company for payment 
of any indemnity amounts from time to time due hereunder, which amounts shall be paid or 
properly reserved for prior to the making of distributions by the Company to the Members. 
Indemnification under this Section 14 shall continue as to an Indemnified Person who has ceased 
to serve in the capacity which initially entitled such Indemnified Person to indemnity hereunder. 
The rights granted pursuant to this Section 14 shall be deemed contract rights, and no amendment, 
modification, or repeal of this Agreement shall have the effect of limiting or denying any such 
rights with respect to actions taken or Proceedings arising prior to any such amendment, 
modification or repeal. 

15. Amendment.  This Agreement may be modified or amended at any time by 
a writing signed by the PG&E Member. 
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16. Dissolution.  The Company shall dissolve, and its affairs shall be wound up 
upon the first to occur of the following:  (a) the determination of the PG&E Member to dissolve 
the Company; (b) any time there are no Members unless the Company is continued in accordance 
with the Act; or (c) the entry of a decree of judicial dissolution under Section 18-802 of the Act.  
The bankruptcy (within the meaning of the Act) of any Member shall not cause any of the Members 
to cease to be Members of the Company and, upon the occurrence of such a bankruptcy, the 
Company shall continue without dissolution.  In the event of dissolution, the Company shall 
conduct only such activities as are necessary to wind up its affairs (including, without limitation, 
the sale of the assets of the Company in an orderly manner), and the assets of the Company shall 
be applied in the manner, and in the order of priority, set forth in Section 18-804 of the Act. 

17. Governing Law.  This Agreement, including, without limitation, its 
existence, validity, construction and operating effect, shall be governed by and construed in 
accordance with the laws of the State of Delaware without regard to otherwise governing principles 
of conflicts of law. 
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IN WITNESS WHEREOF, the PG&E Member, being the sole member of the Company, 
has executed this Agreement as of the Formation Date. 

 
PACIFIC GAS AND ELECTRIC 
COMPANY 

 
 

 
 

By: _______________________________ 
       Name:   David Thomason 
       Title:     Vice President, Chief Financial 

Officer and Controller 
 
 



 

 

SCHEDULE A 
 

REGISTER OF MEMBERS AS OF SEPTEMBER 26, 2022 
 

Name & Address Number of Common 
Units 

Company 
Percentage 

Interest 
Pacific Gas and Electric Company 
300 Lakeside Drive 
Oakland, CA 94612 
Attention: David Thomason 
Email: David.Thomason@pge.com 

100,000,000 100% 
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Delaware
The First State

Page 1

7044945   8100 Authentication: 204475424

SR# 20223613295 Date: 09-26-22

You may verify this certificate online at corp.delaware.gov/authver.shtml

I, JEFFREY W. BULLOCK, SECRETARY OF STATE OF THE STATE OF 

DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT 

COPY OF THE CERTIFICATE OF FORMATION OF “PACIFIC GENERATION 

LLC”, FILED IN THIS OFFICE ON THE TWENTY-SIXTH DAY OF 

SEPTEMBER, A.D. 2022, AT 8:04 O`CLOCK A.M.    
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Secretary of State
Certificate of Status

I, SHIRLEY N. WEBER, PH.D., California Secretary of State, hereby certify:

Entity Name: PACIFIC GENERATION LLC
Entity No.: 202252614263
Registration Date: 09/26/2022
Entity Type: Limited Liability Company - Out of State
Formed In: DELAWARE
Status: Active

The above referenced entity is active on the Secretary of State's records and is qualified to transact
intrastate business in California.

This certificate relates to the status of the entity on the Secretary of State’s records as of the date of this
certificate and does not reflect documents that are pending review or other events that may impact status.

No information is available from this office regarding the financial condition, status of licenses, if any,
business activities or practices of the entity.

IN WITNESS WHEREOF, I execute this certificate and affix
the Great Seal of the State of California this day of
September 26, 2022.

SHIRLEY N. WEBER, PH.D.
Secretary of State

Certificate No.:

To verify the issuance of this Certificate, use the Certificate No. above with the Secretary of State
Certification Verification Search available at bbizfileOnline.sos.ca.gov.

047714231


