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1 I, Michael J. Donnelly, declare: 

2 I am the Assistant Treasurer of Pacific Gas and Electric Company, the debtor and 

3 debtor in possession in the above-captioned Chapter 11 case (the "Debtor" or "PG&E"). I 

4 make this Declaration in support of the Debtor's Motion For Order Approving Stipulation 

5 Regarding Credit Enhancement of Pollution Control Revenue Bonds (the "Motion"). I know 

6 the following of my own knowledge (except as to any matters stated on information and 

7 belief, and as to such matters, I am informed and believe they are true) and, if called upon as 

8 a witness, could and would testify competently thereto.  

9 1. By the Motion, PG&E seeks the Court's approval of a Stipulation Regarding 

10 Credit Enhancement of Pollution Control Revenue Bonds, a true and correct copy of which 

11 is attached hereto as Exhibit A (the "Stipulation"), which PG&E has entered into with the 

12 various counterparties described below subject to the Court's approval of the Motion, in 

HOV&ýD 13 order to maximize the chance that PG&E can preserve for the estate and the anticipated 
RfEMC 

CAN1 14 reorganized Debtor the benefits of favorable bond financing having tax-exempt status.  
&RAqIN 

15 Backgrmound and Mechanics of Subject Bond Issuances 

16 2. Pursuant to the terms of various separate trust indentures (each, an "Indenture") 

17 each between the California Pollution Control Financing Authority, a public instrumentality 

18 and political subdivision of the State of California (the "Issuer") and Bankers Trust 

19 Company, as trustee (the "Bond Trustee"), and various corresponding loan agreements 

20 between the Issuer and PG&E, as of the commencement of this Chapter 11 case, the Issuer 

21 had issued and outstanding 15 series of its revenue bonds in aggregate principal amount of 

22 approximately $1.69 billion. As of the filing of this Motion, 11 series of such revenue bonds 

23 in the aggregate principal amount of approximately $1.24 billion remain outstanding. Of 

24 this $1.24 billion, the revenue bonds that are the subject of this Motion consist of five series 

25 of credit-enhanced revenue bonds in the aggregate principal amount of approximately $814 

26 million, as set forth more specifically on Exhibit A attached to the Stipulation (collectively, 

27 

28 
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1 the "Credit Enhanced PC Bonds").' 

2 3. The Issuer loaned the proceeds from the sale of each series of Credit Enhanced PC 

3 Bonds (each a "Bond Loan" and collectively the "Bond Loans") to PG&E for the purpose of 

4 financing or refinancing the acquisition and/or construction of certain pollution control, 

5 sewage disposal and/or solid waste disposal facilities of PG&E located within the State of 

6 California. The Bond Loans were made pursuant to the terms of various loan agreements 

7 (each, a "Loan Agreement" and collectively the "Loan Agreements") between the Issuer and 

8 PG&E, pursuant to which PG&E agreed, among other things, to repay the Bond Loans at the 

9 times and in the amounts necessary to enable the Issuer to make full and timely payment of 

10 the principal of, premium, if any, and interest on, each series of Credit Enhanced PC Bonds 

11 when due and to pay the purchase price of any Credit Enhanced PC Bonds tendered for 

12 purchase by PG&E in accordance with the terms of the applicable Indenture.  

S13 4. Pursuant to the terms of each of the Indentures, the Issuer has assigned to the 
RICE 

14 Bond Trustee, for the benefit of the holders of the respective series of Credit Enhanced PC 
&RAMON 

15 Bonds, certain of the Issuer's rights under the various Loan Agreements, including, but not 

16 limited to, the Issuer's right under the Loan Agreements to receive payments from PG&E of 

17 the principal of, premium, if any, and interest due, on the Bond Loans. In this manner, the 

18 Issuer has acted solely as a conduit, loaning the proceeds from the sale of the Credit 

19 Enhanced PC Bonds to PG&E and assigning its right to receive repayment of such loans to 

20 the Bond Trustee as security for the Credit Enhanced PC Bonds and to provide funds for the 

21 full payment of the respective Credit Enhanced PC Bonds.  

22 5. The Credit Enhanced PC Bonds are special limited obligations of the Issuer 

23 payable exclusively out of the trust estates under each of the Indentures. None of the Credit 

24 Enhanced PC Bonds constitute a debt or liability, or a pledge of the faith, credit or taxing 

25 

26 'The six series of revenue bonds representing the difference between the $1.24 billion 
total revenue bonds outstanding and the $814 million of Credit Enhanced PC Bonds are not 27 covered by the Motion because they are not supported by letters of credit or any 
indemnity/insurance policies, and they therefore do not raise the issues leading to the 

28 Stipulation and the Motion.  
DECL. OF MICHAEL J. DONNELLY IN SUPPORT OF MOT. FOR ORDER APPROVING STIP. RE 

CREDIT ENHANCEMENT OF POLLUTION CONTROL REVENUE BONDS 
-2-



1 power of the Issuer, the State of California or any of its instrumentalities or political 

2 subdivisions. Rather, each series of Credit Enhanced PC Bonds is a limited obligation of 

3 the Issuer payable solely from the revenues derived by the Issuer from PG&E pursuant to the 

4 terms of the related Loan Agreement to the extent pledged by the Issuer to the Bond Trustee 

5 under the terms of the applicable Indenture and from certain other funds pledged and 

6 assigned as part of the trust estates under the applicable Indentures.  

7 Letter of Credit Back PC Bonds 

8 6. With respect to each series of Credit Enhanced PC Bonds other than the 96A 

9 Bonds (collectively, the "Letter of Credit Backed PC Bonds"), PG&E entered into a 

10 reimbursement agreement (each, a "Letter of Credit Reimbursement Agreement") with a 

11 bank (each, a "Letter of Credit Issuing Bank") and certain banking or other financial 

12 institutions (each, a "Bank"), pursuant to which the Letter of Credit Issuing Bank has issued 

HOMW 13 its irrevocable letter of credit (each, a "Letter of Credit") to the Bond Trustee, for the account 
PIKE 

cqm' 14 of PG&E, to provide for the payment of the principal of and interest on the related series of 

15 Letter of Credit Backed PC Bonds and to support the payment of the purchase price of any 

16 Letter of Credit Backed PC Bonds tendered for purchase in accordance with the terms of the 

17 applicable Indenture. Under the terms of each Letter of Credit Reimbursement Agreement, 

18 PG&E is obligated to reimburse the Letter of Credit Issuing Bank for all amounts drawn on 

19 the related Letter of Credit.  

20 7. Each Letter of Credit was issued in an initial stated amount (the "Stated Amount") 

21 equal to the sum of (i) the aggregate outstanding principal amount of the related series of 

22 Letter of Credit Backed PC Bonds (the "Principal Portion"), plus (ii) an amount equal to the 

23 amount of accrued interest on the outstanding principal amount of the related series of Letter 

24 of Credit Backed PC Bonds at an assumed maximum annual rate for a specified period of 

25 days as set forth in the Letter of Credit (the "Interest Portion"). The Stated Amount of each 

26 Letter of Credit is reduced by the amount of each drawing paid thereunder, subject to the 

27 provision that (a) with respect to amounts drawn for the payment of scheduled interest on the 

28 related Letter of Credit Backed PC Bonds, the Interest Portion of the Stated Amount is 
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1 automatically reinstated unless the Letter of Credit Issuing Bank gives notice to the contrary 

2 to the Bond Trustee in accordance with the terms of the applicable the Letter of Credit, and 

3 (b) with respect to amounts drawn to pay the purchase price of Letter of Credit Backed PC 

4 Bonds, the amount so drawn is subject to reinstatement upon the terms set forth in the 

5 applicable Letter of Credit.  

6 8. Under the terms of each of the indentures pursuant to which each series of Letter 

7 of Credit Backed PC Bonds were issued, each regularly scheduled payment of the principal 

8 of, or interest on, the Letter of Credit Backed PC Bonds is made from moneys drawn by the 

9 Bond Trustee under the related Letter of Credit. The obligation of PG&E to repay the loan 

10 under the Loan Agreement is deemed satisfied to the extent of any corresponding payment 

11 made by the Letter of Credit Issuing Bank under the terms of the Letter of Credit. With 

12 respect to each such drawing, PG&E is then obligated under the applicable Letter of Credit 

HOVAM 13 Reimbursement Agreement to reimburse the Letter of Credit Issuing Bank for the amount of 
RKI 

14 such drawing. Only if the Letter of Credit Issuing Bank dishonors a drawing, or there is no 

&RA.NMI 
,. 15 Letter of Credit then in effect, is the Bond Trustee authorized under the terms of the 

16 Indenture to collect Bond Loan payments under the respective Loan Agreement and apply 

17 such funds to the payment of the principal of, or interest on, the related Letter of Credit 

18 Backed PC Bonds.  

19 9. With respect to each series of Letter of Credit Backed PC Bonds for which the 

20 related Letter of Credit remains outstanding, all payments of the principal of, and interest on, 

21 the Letter of Credit Backed PC Bonds have been fully and timely made when due from 

22 draws made by the respective Bond Trustee on the respective Letter of Credit in accordance 

23 with the terms of such Letter of Credit and the related Indenture.  

24 The MBIA-Enhanced 96A Bonds 

25 10. In connection with the 96A Bonds, PG&E has entered into a reimbursement and 

26 indemnity agreement (the "MBIA Reimbursement Agreement" and, collectively with the 

27 Letter of Credit Reimbursement Agreements, the "Reimbursement Agreements") with 

28 MBIA Insurance Corporation ("MBIA") pursuant to which MBIA has issued its financial 
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1 guaranty insurance policy (the "PC Bond Insurance Policy") insuring the full payment of 

2 regularly scheduled principal of and interest (but not premium) on the 96A Bonds.  

3 11. The PC Bond Insurance Policy unconditionally and irrevocably guarantees (i) 

4 the full and complete payment to the Bond Trustee of an amount equal to the principal of 

5 and interest on the MBIA Insured PC Bonds as such payments shall become due but shall 

6 not be so paid (except that in the event of any acceleration of the due date of such principal 

7 by reason of redemption or acceleration or otherwise, other than any mandatory sinking fund 

8 payment or mandatory redemption upon the occurrence of a determination of taxability of 

9 the 96A Bonds, the payments guarantee by the PC Bond Insurance Policy shall be made in 

10 such amounts and at such times as such payments of principal would have been due had 

11 there not been any such acceleration); and (ii) the reimbursement of any such payment which 

12 is subsequently recovered from any owner of 96A Bonds pursuant to a final judgment by a 

HCVM 13 court of competent jurisdiction that such payment constitutes an avoidable preference to 
RKE 

C 14 such owner within the meaning of any applicable bankruptcy law.  

, 15 12. Under the terms of the MBIA Reimbursement Agreement, PG&E is obligated to 
16 reimburse MBIA for all payments made by MBIA to the Bond Trustee under the PC Bond 

17 Insurance Policy and to indemnify MBIA against certain liabilities, costs and expenses that it 

18 may sustain in connection with the 96A Bonds.  

19 Tax-Exempt Status of Credit Enhanced PC Bonds 

20 13. All of the Credit Enhanced PC Bonds (i.e., both the Letter of Credit Backed PC 

21 Bonds and the 96A Bonds) were sold in the capital markets on the basis that, assuming 

22 PG&E continues to comply with certain covenants contained in the Loan Agreements and 

23 certain of the documents, instruments and agreements executed in connection therewith 

24 (collectively, the "PC Bond Documents") and with certain exceptions, interest on such series 

25 of Credit Enhanced PC Bonds would not be includable in the gross income of the holders 

26 thereof for federal income tax purposes and that such interest is also exempt from California 

27 personal income taxes.  

28 The tax-exempt status of the Credit Enhanced PC Bonds has allowed such bonds to 
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I be issued at favorable interest rates, thus allowing PG&E to finance certain of its capital 

2 improvements and other qualified costs at rates substantially below comparable conventional 

3 taxable financing alternatives available to PG&E. Based on the tax-exempt status of the 

4 Credit Enhanced PC Bonds, their credit enhancement and their commensurate credit rating, 

5 the Credit Enhanced PC Bonds currently accrue interest at the average blended interest rate 

6 of only 3.66% per annum (calculated as of August 8, 2001). In the event that any of the 

7 Credit Enhanced PC Bonds were to be redeemed in accordance with the terms of their 

8 respective Indentures, it may not be possible under current law to reissue such bonds on a 

9 tax-exempt basis. Accordingly, PG&E has made the determination that the continued 

10 existence of such favorable tax-exempt financing is a valuable asset of the Debtor's estate, 

11 and that it is in the best interest of the Debtor's estate to keep the Credit Enhanced PC Bonds 

12 outstanding in order to preserve the substantial benefits of such tax-exempt financing.  

HOMPM 13 Post-Chapter 11 Filing Status of Credit Enhanced PC Bonds.  
R)ZE 

'MA 14 14. Since PG&E's Chapter 11 filing on April 6, 2001 (the "Petition Date"), all of the 

,•.,•,. 15 Credit Enhanced PC Bonds have remained outstanding, and each scheduled interest payment 

16 due thereon has been fully and timely made by the Bond Trustee through the use of draws 

17 made on the respective Letters of Credit or payments made under the PC Bond Insurance 

18 Policy. Following each such drawing, each of the Letter of Credit Issuing Banks has 

19 allowed the Interest Portion of its respective Letter of Credit to automatically reinstate in 

20 accordance with the terms thereof each month, which has resulted in automatic 

21 reinstatements in May, June, July and August 2001. The next interest draw on the Letters of 

22 Credit will be on or about September 4, 2001, and each Letter of Credit Issuing Bank 

23 thereafter has until on or about September 10, 2001 to decide whether to give notice to the 

24 Bond Trustee that such Letter of Credit Issuing Bank's Letter of Credit will not be reinstated 

25 or to stay silent and permit an automatic reinstatement.  

26 15. Since the Petition Date, consistent with its duties as a Chapter 11 debtor in 

27 possession, PG&E has not reimbursed either the Letter of Credit Issuing Banks or MBIA for 

28 any of the payments they have made pursuant to the several post-petition draws by the Bond 
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1 Trustee. As a result thereof, each of the Letter of Credit Issuing Banks and MBIA claim that 

2 they have the right upon the passage of time, the giving of notice or both, (i) to declare a 

3 default under its respective Reimbursement Agreement, (ii) to notify the Bond Trustee of 

4 such default, and (iii) to direct the Bond Trustee to call an Event of Default under the terms 

5 of the respective Indenture and, in accordance with the terms of the respective Indenture, to 

6 cause the Bond Trustee to declare the respective series of Credit Enhanced PC Bonds 

7 immediately due and payable. In such event, (i) in the case of the Letter of Credit Backed 

8 PC Bonds, the Bond Trustee would, in accordance with the terms of the respective 

9 Indentures and the respective Letters of Credit, draw upon the respective Letters of Credit, 

10 and apply such drawn funds to the full payment and cancellation of the related outstanding 

11 Letter of Credit Backed PC Bonds, with the end result that this tax-preferred financing 

12 would no longer be outstanding, and (ii) in the case of the 96A Bonds, the Bond Trustee may 

HOVO 13 make demand upon PG&E for the full outstanding amount of the 96A Bonds and, because 

CM 14 PG&E could not honor such demand as a Chapter 11 debtor in possession, may then draw on 
&RAMUN 

•..__15 the PC Bond Insurance Policy from time to time to the extent of the regularly scheduled 

16 amounts specified in the PC Bond Insurance Policy.  

17 16. While during the first several months of this Chapter 11 case the Letter of Credit 

18 Issuing Banks and MBIA (sometimes collectively referred to herein as the "Credit 

19 Enhancers") refrained from taking the actions described in the preceding paragraph, they at 

20 the same time indicated to PG&E that they required some type of comfort agreement with 

21 PG&E that would need to be approved by the Bankruptcy Court if they were to consider any 

22 further such restraint. Consistent with such position of the Credit Enhancers, PG&E during 

23 the past several weeks has engaged in discussions with certain of the Credit Enhancers 

24 and/or their representatives, culminating in the proposed Stipulation. Certain of the Credit 

25 Enhancers have indicated that unless the Stipulation is presented to and approved by the 

26 Court before September 10, 2001, they may proceed to take the actions described in the 

27 preceding paragraph. Similarly, some of the Letter of Credit Issuing Banks also have 

28 indicated that they in all likelihood will decline to allow the automatic reinstatement of their 
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1 respective Letters of Credit following the September 2001 drawing, which would result in a 

2 similar acceleration of the Letter of Credit Backed PC Bonds, unless the Stipulation is timely 

3 heard and approved by the Court.  

4 17. Because such actions by the Letterof Credit Issuing Banks and/or MBIA could 

5 result in the loss to PG&E and its estate of the significant benefits of the tax-exempt 

6 financing afforded by the respective Credit Enhanced PC Bonds, PG&E has determined that 

7 it is in the best interests of PG&E and its estate to enter into the Stipulation and to seek this 

8 Court's approval of the Stipulation on or before September 7.  

9 18. I have reviewed the summary of terms of the Stipulation as set forth in, the 

10 Motion, and such summary is accurate to the best of my knowledge, information and belief.  

11 19. In PG&E's view, the benefits of approval of the Stipulation substantially 

12 outweigh any concessions made in the Stipulation. I believe PG&E's entry into the 

13 Stipulation and this Court's approval thereof are in the best interests of PG&E and its 
RKCE 

cmx Mm14 bankruptcy estate.  
ErnK 

8RAaUN 

z;;-, ý.._ 15 I declare under penalty of perjury under the laws of the United States that the 

16 foregoing is true and correct, and this Declaration is executed on August 10, 2001 at San 

17 Francisco, California.  
18/••.  

19HA J. DONNE.-, 
19L 

WD 081001/1-1419911/108/937490/vi 
20 
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26 

27 
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In re 

PACIFIC GAS AND E 
COMPANY,

UNITED STATES BANKRUPTCY COURT 

NORTHERN DISTRICT OF CALIFORNIA 

SAN FRANCISCO DIVISION 

Case No. 01-30923 DM 

LECTRIC CHAPTER 11 

STIPULATION REGARDING CREDIT 
Debtor. ENHANCEMENT OF POLLUTION 

CONTROL REVENUE BONDS 

Date: September 7, 2001 
Time: 1:00 p.m.  
Place: 235 Pine Street, 22' Floor 

San Francisco, California

This Stipulation Regarding Credit Enhancement of Pollution Control Revenue Bonds 

(the "Stipulation") is made as of this 10' day of August, 2001, by and among Pacific Gas 

and Electric Company, debtor and debtor-in-possession (the "Debtor"), those issuers of 

letters of credit signatory hereto (collectively, the "Issuing Agents"), those banks signatory 

hereto (collectively, the "Banks") and the issuer of a financial guaranty insurance policy 

signatory hereto (the "Insurer").

Stipulation Regarding 
Credit Enhancement of 

Pollution Control Revenue 
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WHITE & CASE LLP 
Neil W. Rust, Esq.  
633 West Fifth Street, Suite 1900 
Los Angeles, California 90071-2007 
Telephone: (213) 620-7700 
Facsimile: (213) 687-0758 

WHITE & CASE LLP 
Howard S. Beltzer, Esq.  
1155 Avenue of the Americas 
New York, New York 10036 
Telephone: (212) 819-8200 
Facsimile: (212) 354-8113 

Attorneys for Issuing Agents



1 WHEREAS: 

2 A. The Insurer is the issuer of a financial guaranty insurance policy set forth on 

3 Exhibit A hereto (the "Insuranc") which provides credit support, and the Issuing Agents 

4 are issuers of those certain letters of credit set forth on Exhibit A hereto (collectively, the 

5 "Letters of Credit") which provide both credit and liquidity support, for those series of 

6 California Pollution Control Financing Authority Pollution Control Refunding Revenue 

7 Bonds (Pacific Gas and Electric) set forth on Exhibit A hereto (collectively, the "B•nI").  

8 B. The Debtor, the Issuing Agents and the Banks are party to the reimbursement 

9 agreements, as amended, set forth on Exhibit A (collectively, the "Bank Reimbursement 

10 Agreements") pursuant to which, inter alia, the Debtor has agreed to reimburse the Issuing 

11 Agents and the Banks, as applicable, for drawings under the Letters of Credit in accordance 

12 with the terms thereof.  

13 C. The Debtor and the Insurer are parties to that certain Reimbursement and 

14 Indemnity Agreement dated as of May 1, 2000 (the "Insurer Reimbursement Agreement" 

15 and together with the Bank Reimbursement Agreements, the "Reimbursement Agreements") 

16 pursuant to which, inter alia, the Debtor has agreed to reimburse the Insurer for the 

17 payment of claims on the Insurance in accordance with the terms thereof.  

18 D. On April 6, 2001 (the "~PeitiJlm • "), the Debtor filed a voluntary petition 

19 for relief with this Court under chapter 11 of title .11 of the United States Code (the 

20 "BankptcyC ") (Case No. 01-30923 DM) (the "Chapter 11 Cas"). The Debtor is 

21 authorized to continue to operate its business and manage its property as a debtor in 

22 possession pursuant to Sections 1107 and 1108 of the Bankruptcy Code.  

23 E. On or about the first business day of May 2001, June 2001, July 2001 and 

24 August 2001, each of the Issuing Agents honored drawings under, and on or about the fifth 

25 day thereafter (or, if such fifth day was not a business day, the next business day) reinstated, 

26 their respective Letters of Credit in accordance with the terms thereof, and on June 1, 2001, 

27 
-2

Stipulation Regarding 

Credit Enhancement of 
Pollution Control Revenue 

Bonds

11new yost 7807130 N7[ESTI-.l.DOC



1 the Insurer made payment on the Insurance in accordance with the terms thereof, to pay 

2 scheduled interest on the Bonds (collectively, the "Past Interest Drawings").  

3 F. Neither the Issuing Agents nor the Insurer have been reimbursed by the 

4 Debtor for the Past Interest Drawings.  

5 G. The Debtor has requested that the Issuing Agents continue to maintain the 

6 Letters of Credit and continue to reinstate the Letters of Credit after each drawing thereon in 

7 accordance with the terms thereof, to pay future scheduled interest on the Bonds (those 

8 future drawings under the Letters of Credit, together with future payments of claims on the 

9 Insurance for the payment of interest on the related series of Bonds, are herein defined as 

10 the "Future Interest Drawings" and, collectively with the Past Interest Drawings, are herein 

11 defined as the "Interest Drawings").  

12 H. The Debtor has advised the Issuing Agents and the Insurer that it does not 

13 intend to reimburse the amount of any Interest Drawings except in connection with a 

14 confirmed plan of reorganization in its Chapter 11 Case.  

15 I. The Debtor, each Issuing Agent and each Bank has determined that it is in the 

16 best interests of the parties to continue to reinstate the Letters of Credit on the terms and 

17 conditions set forth herein.  

18 NOW, THEREFORE, IT IS STIPULATED, CONSENTED AND AGREED 

19 that: 

20 1. This Stipulation shall have no force or effect unless and until it is approved by 

21 the Court.  

22 2. Any post-petition Interest Drawings under the Letters of Credit, including, but 

23 not limited to, any Interest Drawings made after any reinstatement or extension of such 

24 Letters of Credit shall result in allowed claims (as such term is defined in section 101(5) of 

25 the Bankruptcy Code) in favor of the Banks against the Debtor and its estate.  

26 

27 
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1 3. Any post-petition Interest Drawings on the Insurance shall result in allowed 

2 claims (as such term is defined in section 101(5) of the Bankruptcy Code) in favor of the 

3 Insurer against the Debtor and its estate.  

4 4. To the extent provided for under (a) the applicable Reimbursement 

5 Agreements or (b) any Agreement to Extend the Letter of Credit that is entered into 

6 pursuant to paragraphs 11 and 12 below, the fees and expenses of the Issuing Agents, the 

7 Banks and the Insurer (including, to the extent incurred in connection with the Chapter 11 

8 Case, the fees and expenses of the unrelated third party professionals retained by the Issuing 

9 Agents, the Banks and the Insurer) shall result in allowed claims in favor of the Issuing 

10 Agents, the Banks or the Insurer, as the case may be, against the Debtor and its estate; 

11 provided, however, that all parties in interest in the Chapter 11 Case shall retain the right to 

12 contest such fees and expenses on the ground of reasonableness; and provide, further, that 

13 the fees and expenses of the professionals of the Banks may only result in such allowed 

14 claims as provided in this paragraph to the extent that such costs and expenses were incurred 

15 for services that were not duplicative of the services of the third party professionals of the 

16 Issuing Agents.  

17 5. Notwithstanding anything to the contrary contained herein, entry of this 

18 Stipulation shall be without prejudice to (i) any and all rights of the Issuing Agents and/or 

19 the Banks and/or the Insurer to argue that the claims of the Issuing Agents and the Banks or 

20 the Insurer against the Debtor with respect to the amounts referred to in paragraphs 2, 3 and 

21 4, above, constitute administrative expenses under sections 503(b) and 507(a)(1) of the 

22 Bankruptcy Code of the Debtor's bankruptcy estate, and (ii) any and all rights of the Debtor 

23 and all other parties in interest to oppose any such argument by the Issuing Agents and/or 

24 the Banks and/or the Insurer.  

25 6. During the period that one or more "Events of Default" under a 

26 Reimbursement Agreement continue to exist and remain uncured, the Issuing Agent of the 

27 Letter of Credit, or the Insurer in respect of the Insurance, issued pursuant to such 

28 -4
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1 Reimbursement Agreement shall have, among other rights, the continuing fight, pursuant to 

2 such Reimbursement Agreement and the indenture pursuant to which the Bonds supported 

3 by such Letter of Credit or Insurance were issued (the "Indentur"), to notify the indenture 

4 trustee of the Bonds issued pursuant to such Indenture (the "Trustee") of the occurrence or 

5 existence of one or more "Events of Default" under the Reimbursement Agreements and to 

6 direct the Trustee to declare an "Event of Default" under such Indenture, notwithstanding 

7 the failure of the Issuing Agent or the Insurer to exercise such fight at any time.  

8 7. So long as an Issuing Agent is not reimbursed in full for drawings honored by 

9 such Issuing Agent under the Letter of Credit issued by it, such Issuing Agent shall have, 

10 among other fights, the continuing right (pursuant to the Reimbursement Agreement 

11 pursuant to which such Letter of Credit was issued, such Letter of Credit and the Indenture 

12 pursuant to which the Bonds supported by such Letter of Credit were issued) to notify the 

13 Trustee of the Bonds issued pursuant to such Indenture of such failure to be reimbursed in 

14 full and to state that the amount available to be drawn under the Letter of Credit to pay 

15 interest on the Bonds has not been reinstated, notwithstanding the failure of the Issuing 

16 Agent to exercise such fight at any time.  

17 8. The Issuing Agents and the Banks have the continuing fight to refuse to extend 

18 the terms of the Letters of Credit upon their respective maturities. In addition, upon terms 

19 mutually acceptable to the Debtor and the respective Issuing Agents and Banks, the terms of 

20 the Letters of Credit may be extended to the extent permitted under the terms of the existing 

21 bond documents.  

22 9. The Debtor will pay, on a current basis, the fees and reasonable out of pocket 

23 expenses of the remarketing agents, the credit rating agencies, the tender agents and the 

24 indenture trustees associated with the maintenance of the Bonds set forth on Schedule 1 

25 hereto to the extent such fees and reasonable out of pocket expenses are payable in 

26 accordance with the terms of the applicable underlying agreements and are incurred with 

27 respect to the post-petition period.  
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1 10. The Debtor's prior execution of the amendments to the Reimbursement 

2 Agreement among the Debtor, Deutsche Bank AG and the Banks party thereto (the "DB 

3 Reimbursement Agreement"), which prior amendments are attached as Exhibit B hereto (the 

4 "Prior Amendments"), is hereby ratified and approved. The Debtor consents to the form of 

5 future amendments of the DB Reimbursement Agreement that are in substantially the same 

6 form as the Prior Amendments and which address allocation issues among Deutsche Bank 

7 AG and such Banks; provided, however, that, with the approval of the Debtor and the other 

8 parties to the DB Reimbursement Agreement, any one or more of such future amendments 

9 to the DB Reimbursement Agreement may reflect an extension of time that is different than 

10 the extension contained in the Prior Amendments.  

11 11. The Debtor consents to the form of Agreement to Extend the Letter of Credit, 

12 and the related form of amendment to the applicable Letter of Credit, both of which are 

13 attached as Exhibit C hereto, which the Debtor, the Issuing Agents and the Banks may elect 

14 to enter into, from time to time, with respect to one or more of the Bank Reimbursement 

15 Agreements, and which serve to extend the scheduled expiration date of the related Letters 

16 of Credit.  

17 12. The Debtor is hereby authorized, but is not required, to execute any such 

18 documents referred to in paragraphs 10 and 11, above, in substantially the forms attached 

19 hereto, without further approval of the Court.  

20 13. This Stipulation may be executed in any number of counterparts, each of 

21 which shall constitute an original, but all of which when taken together Shall constitute but 

22 one instrument.  

23 14. This Stipulation shall take effect and be fully enforceable immediately upon 

24 approval thereof by the Court. Upon such approval of the Court, the terms of this 

25 Stipulation shall be valid and binding upon the Debtor, the Issuing Agents, the Banks, the 

26 Insurer, the Official Committee of Unsecured Creditors and all parties in interest in the 

27 Chapter 11 Case who received notice of the motion to approve this Stipulation.  
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1 15. No waiver, modification or amendment of any of the provisions hereof shall 

2 be effective unless and until it is set forth in writing and signed by all parties hereto.  

3 16. The Debtor shall, within five (5) business days after entry on the docket of the 

4 Court of this Stipulation, provide notice of the approval thereof to all parties entitled to 

5 notice pursuant to the Local Bankruptcy Rules for the Northern District of California.  

6 17. All notices, requests, demands or other communications provided for or 

7 required by the Stipulation shall be in writing and shall be deemed to have been given when 

8 sent by facsimile or mail to the applicable addresses set forth in the Reimbursement 

9 Agreements; provided, however, that any such notices shall also be sent: 

10 If to the Debtor to: 

11 Howard, Rice, Nemerovski, Canady, Falk & Rabkin 
Three Embarcadero Center, 7' Floor 

12 San Francisco, CA 94111 
Fax: (415) 217-5910 

13 Attn.: Jeffrey L. Schaffer, Esq.  

14 
If to the Issuing Agents or the Banks to: 

15 
White & Case LLP 

16 1155 Avenue of the Americas 
New York, NY 10036 

17 Fax: (212) 354-8113 
Attn.: Howard S. Beltzer, Esq.  18 

19 If to the Insurer to: 

20 King & Spalding 
1185 Avenue of the Americas 

21 New York, NY 10036 
Fax: (212) 556-2222 

22 Attn.: Mitchell I. Sonkin, Esq.  

23 

24 

25 

26 

27 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15

The Issuing Agents and the Banks 

1997 Series B 

DEUTSCHE BANK AG, acting through 
its New York Branch, as Administrative 
Agent, Issuing Agent and a Bank 

By: 
Name: 
Title: 

By: 
Name: 
Title: 

BANK OF AMERICA, N.A., as a Bank 

By: 
Name: 
Title: 

THE BANK OF NEW YORK, as a Bank 

By: 
Name: 
Title:

-8-
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The terms of this Stipulation and Order 
are hereby agreed and consented to by 
the following: 

The Debtor 

PACIFIC GAS AND ELECTRIC COMPANY 

By: 
Name: 
Title:

16 

17 

18 

19 

20 

21 

22 

23 

24 

25

26 1

27 

28
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BNP PARIBAS, acting through its New York 
Branch, as a Bank

1 

2 

3 

4 

5 

6 

7 

8 

9 

10

Name: 
ritle:

WESTPAC BANKING CORPORATION, 
acting through its New York Branch, as a Bank 

By: 
Name: 
Title:

1996 Series F

BNP PARIBAS, as Issuing Agent

By: 
Name: 
Title:

1996 Series C 

BANK OF AMERICA, N.A., as 
Issuing Agent

By:
Name: 
Title:

1996 Series E 

MORGAN GUARANTY TRUST COMPANY 
OF NEW YORK, as Issuing Agent

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27

Name: 
Title:
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1996 Series A 

MBIA INSURANCE CORPORATION, as Insurer 

By: 
Name: 
Title:

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 
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ScheduleI

i:\bond\pcbond\schedule1 .doc

Pollution Credit Support Annual Remarketing Agent Annual Annual Annual Indenture 
Control Fees, (per Remarketing Credit Trustee Trustee, Tender 
Bond Agreement) currently: Rating Fees Agent Out-of
Series Agency Pocket Expenses, 

Fees (per bond documents 
and reasonable) 

Bond 
1996A Insurance Not Applicable $2,000 $10,000 As invoiced 

.10% of outstanding principal 
1996C Letter of Credit balance (currently $2,000 $10,000 As invoiced 

$200,000,000) 
.10% of outstanding principal 

1996E Letter of Credit balance (currently $2,000 $10,000 As invoiced 
$165,000,000) 

.10% of outstanding principal 
1996F Letter of Credit balance (currently $2,000 $10,000 As invoiced 

$100,000,000) 
.10% of outstanding principal 

1997B Letter of Credit balance (currently $2,000 $10,000 As invoiced 
_ $148,550,000)



Exhibit A 

Issuing Agents 

1. Deutsche Bank AG New York Branch 

Issuer of irrevocable, direct pay transferable letter of credit number 839
54377 dated September 16, 1997, which provides credit and liquidity 
support for $148,550,000 aggregate principal amount of California 
Pollution Control Financing Authority Pollution Control Refunding 
Revenue Bonds (Pacific Gas and Electric Company) 1997 Series B.  

Reimbursement Agreement (Series B), dated as of September 1, 1997, 
among PG&E, Deutsche Bank, as issuing agent and administrative agent, 
and those banks party thereto, as amended.  

2. BNP Paribas (fUk/a Banque Nationale de Paris) 

Issuer of irrevocable letter of credit number SB/0189206/SF, which 
provides credit and liquidity support for $100,000,000 aggregate principal 
amount of California Pollution Control Financing Authority Pollution 
Control Refunding Revenue Bonds (Pacific Gas and Electric Company) 
1996 Series F.  

Reimbursement Agreement (Series F), dated as of May 1996, between 
PG&E and BNP Paribas, as amended.  

3. Bank of America, N.A.  

Issuer of irrevocable letter of credit which provides credit and liquidity 
support for $200,000,000 aggregate principal amount of California 
Pollution Control Financing Authority Pollution Control Refunding 
Revenue Bonds (Pacific Gas and Electric Company) 1996 Series C.  

Reimbursement Agreement (Series C), dated as of May 1, 1996, between 
PG&E and Bank of America National Trust and Savings Association.  

4. Morgan Guaranty Trust Company of New York 

Issuer of irrevocable letter of credit number S-867715 which provides 
credit and liquidity support for $165,000,000 aggregate principal amount 
of California Pollution Control Financing Authority Pollution Control 
Refunding Revenue Bonds (Pacific Gas and Electric Company) 1996 
Series E.  

Reimbursement Agreement (Series E), dated as of May 1, 1996, between 
PG&E and Morgan Guaranty Trust Company of New York, as amended.  
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Inutrer

MBIA INSURANCE CORPORATION 

Issuer of financial guaranty insurance policy number 32038 (1) dated May 

1, 2000, guaranteeing regularly scheduled principal and interest payment 

(without regard to acceleration of the time of payment) on $200,000,000 

aggregate principal amount of California Pollution Control Financing 

Authority Pollution Control Refunding Revenue Bonds (Pacific Gas and 

Electric Company) 1996 Series A.  

Reimbursement and Indemnity Agreement, dated as of May 1, 2000, 

between PG&E and MBIA Insurance Corporation.  

-2-

lew york 759915 v4 [dpgP9&Cb.DOC]



This AMENDMENT TO REIMBURSEMENT AGREEMENT (this 

"Amendrment"), is made and entered into as of May 2, 2001, among PACIFIC GAS AND 

ELECTRIC COMPANY (the "Company"), DEUTSCHE BANK AG ("Deutsche Bank"), acting 

through its New York Branch, in its capacities as Issuing Agent (as defined below) and as 

Administrative Agent (as defined below), and the other parties set forth on the signatures pages 

hereto (the "Banks').  

RECITALS 

A. The Company, Deutsche Bank, in its capacity as issuer (in such capacity, 

the "Issuing Agent") of irrevocable, direct pay transferable letter of credit number 839-5437.7 

dated September 16, 1997 (the "Letter of Credit"), Deutsche Bank, in its capacity as 

administrative agent for the Banks (in such capacity, the "Administrative Agent"), and the Banks 

have entered into a Reimbursement Agreement, dated as of September 1, 1997 (as amended, 

modified and supplemented through but excluding the date hereof, the "Reimbursement 

Agreement").  

B. The Letter of Credit provides credit and liquidity support for $148,550,000 

aggregate principal amount of California Pollution Control Financing Authority Pollution Control 

Refunding Revenue Bonds (Pacific Gas and Electric Company) 1997 Series B (the "Bonds").  

C. On or about May 1, 2001, the Issuing Agent honored a drawing under the 

Letter of Credit to pay scheduled interest on the Bonds (the "Interest Drawing") and has not been 

reimbursed therefor by the Company.  

D. The Company has advised the Issuing Agent that it does not intend to 

reimburse the amount of the Interest Drawing by the opening of business of the Issuing Agent on 

or before May 6, 2001 (the "Reinstatement Time"), the time by which the Letter of Credit will 

automatically reinstate by its terms unless, prior to that time, the Issuing Agent delivers a notice 

of non-reinstatement (the "Notice of Non-Reinstatement") to the trustee for the Bonds (the 

"Trustee").  

E. The Company, each Bank, the Issuing Agent and the Administrative Agent 

has determined that it is in the best interests of such entity to reinstate the Letter of Credit 

notwithstanding the Company's failure to reimburse the amount of the Interest Drawing.  

NOW, THEREFORE, in consideration of the foregoing, the premises and mutual 

covenants contained herein and for other valuable consideration, the receipt and sufficiency of 

which are hereby acknowledged, the parties hereto hereby agree as follows: 

1. Defined Terms. Unless otherwise defined herein, capitalized terms used 

herein shall have the meanings given thereto in the Reimbursement Agreement.  

2. Effectiveness of this Amendment. This Amendment shall become effective 

and the Reimbursement Agreement shall be amended as provided herein at the time (the 

"Effective Time") on the first date on which the Company, the Issuing Agent and each Bank shall 

have executed a copy of this Amendment (whether the same or different copies) and shall have 

delivered the same to the Administrative Agent. Notwithstanding the preceding sentence, this 

EXHiDT B 
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Amendment shall be void and the Reimbursement Agreement shall not be amended as provided 
herein if the Reinstatement Time precedes the Effective Time.  

3. Amendment. At the Effective Time, Schedule I to the Reimbursement 
Agireement shall be deleted in its entirety and Schedule I to this Amendment shall be substituted 
therefor.  

4. ,,. ' Reinstatement. Each Bank hereby instructs the Issuing Agent as of the 
Effective Time not to deliver the Notice of Non-Reinstatement to the Trustee in respect of the 
unreimbursed Interest Drawing.  

5. Representations and Warranties of the Company. The Company has all 
necessary corporate power and authority to execute and deliver this Amendment, and the 
execution and delivery by the Company of this Amendment have been duly authorized by all 
necessary corporate action on its part; and this Amendment has been duly and validly executed 
and delivered by the Company and constitutes its legal, valid and binding obligation, enforceable 
in accordance with its terms, except as enforcement may be limited by bankruptcy, insolvency, 
moratorium or other similar laws affecting the enforcement of creditors' rights in general and by 
general principles of equity, regardless of whether such enforceability is considered in a 
proceeding at law or-in equity.  

6. Bankruptcy Court Approval. The Company is the debtor and debtor in 
possession in that certain bankruptcy case styled as In re Pacific Gas and Electric Company, Case 
No. 01-30923 DM (the "Bankruptcy Case"), United States Bankruptcy Court for the Northern 
District of California, San Francisco Division (the "Bankruptcy Court") that was commenced by 
the filing of a voluntary petition under chapter 11 of title 11 of the United States Code on April 6, 
2001. The Company does not believe Bankruptcy Court approval of the Company's execution 
and delivery of this Amendment is required because the Company does not believe it is 
undertaking any new obligations or giving up any rights by entering into this Amendment, the 
effect of which is to clarify the agreement among the Banks that are party hereto. To the extent 
the Banks that are party hereto so request, the Company agrees that as soon as practicable after 
such request and in no event more than 10 days after such request, the Company will file and 
support an application or motion seeking an order from the Bankruptcy Court approving this 
Amendment. The Company makes no representation or warranty about whether such an order 
will be obtained.  

7. Miscellaneous.  

(a) Except as expressly modified by this Amendment, the Reimbursement 
Agreement shall continue to be and remain in full force and effect in accordance with its terms.  
Any future reference to the Reimbursement Agreement shall, from and after the Effective Time, 
be deemed to be a reference to the Reimbursement Agreement as amended by this Amendment.  

(b) The amendment contained in this Amendment is a one-time amendment 
only, is made only with respect to the specific provisions of the Reimbursement Agreement 
referenced above and is made only to the extent and for the limited purposes described herein.  
Such amendment shall not be construed as an amendment for any purpose other than as 
specifically set forth herein and shall not constitute an agreement or obligation on the part of the 
Administrative Agent or the Banks to consent to any other or future amendment.  
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(c) This Amendment may be executed in any number of counterparts, each of 
which shall constitute an original, but all of which when taken together shall constitute but one 
instrument.  

(d) THIS AGREEMENT AND THE RIGHTS AND OBLIGATIONS OF 
THE PARTIES HEREUNDER SHALL BE GOVERNED BY AND CONSTRUED IN 
ACCORDANCE WITH THE LAWS OF THE STATE OF CALIFORNIA WITHOUT 
REFERENCE TO'CONFLICTS OF LAW RULES.  

(e) This Amendment may be executed by facsimile signature and each such 
signature shall be treated in all respects as having the same effect as an original signature.  

(f) The rules of construction set forth in Section 1(c) of the Reimbursement 
Agreement are, by this reference, incorporated herein as if set forth in their entirety, provided that 
references to "this Agreement" in such section shall mean references to this Amendment.  

[intentionally left blank] 
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IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be 
duly executed as of the date first above written.  

PACIFIC GAS AND ELECTRIC COMPANY 
t..-

By 
Name: KenL ki.- Harve.j 
Title:,S-n;-- .iLe. fresi el-L - Aba,.  

o~r~~ee 4 q rea (-cfVk

-Signature Page
Amendment to Reimbursement AgreementIcigples 550098 Y3



DEUTSCHE BANK AG, acting through its 
New York Branch, as Administrative Agent, 

Issuing Agent and a Bank

By 
Name: 
Title:

Hans C. Narberhaur 
Vice President

los~ar.gele 5so9s ý3 CnT-dcul)

By [,•t tC.L•--4' 
Name: Michael E. Keating 
Title: Managing Director 
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BANK OF AMERICA, N.A., as a Bank 

"By
Name: 
Title: Mlara Yang StDrae 

Mana 'ging DirectT.

-Signature Page
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THE BANK OF NEW YORK, as a Bank

Ak
Name: STEVEN KALACHMAN 
Title: • Vice President

Iosngles 58098 v3 [nwr..ut]
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BNP PARIB S, a Bank 

N am e- ' 9 N U U I P 

Title:' Managing Director 

By 
Name: 
Title: GINA CLEMENTE 

Director 

-Signature Page
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WESTPAC BANKING CORPORATION, 
acting through its New York Branch, as a Bank 

Bv
Name: 
Title:

Tony Smith 
Vice President

1os,,gc! 59098 03 [-0047413]
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SCHEDULE I

Name and.  
AddresS of Bank Commitment

Deutsche Bank AG 
New York Branch ,-" 
31 West 52 nd Street 
New York, NY 10019 
Attention: John Quinn 
Telephone: (212) 469-4103 
Facsimile: (212) 469-4139 

Bank of America, N.A.  
901 Main Street, 64tb Floor 
Dallas, TX 75202 
Attention: Curtis L. Anderson 
Telephone: (214) 508-1290 
Facsimile: (214) 508-3943 

The Bank of New York 
One Wall Street, 19'h Floor 
New York, NY 10286 
Attention: Felicia LaForgia 
Telephone: (212) 635-7861 
Facsimile: (212) 635-7923 

Paribas 
New York Branch 
787 Seventh Avenue 
New York, NY 10019 
Attention: Timothy Vincent 
Telephone: (212) 841-2545 
Facsimile: (212) 841-2555 

Westpac Banking Corporation 
New York Branch 
575 Fifth Avenue 
New York, NY 10017 
Attention: Tony Smith 
Telephone: (212) 551-1814 
Facsimile: (212) 551-1995

Total

$ 40,372,411.90

$ 35,169,403.89

26.7536%

23.3057%

16.6469%$ 25,121,002.58 

$ 25,121,002.58 

$ 25,121,002.58 

$150,904,823.53

16.6469%

16.6469% 

100.0000%

Schedule I to Reimbursement Agreement
t4*38 5M9S

Pro Rata 
Percentage



This SECOND AMENDMENT TO REIMBURSEMENT AGREEMENT (this 
"Amendment"), is made and entered into as of June 1, 2001, among PACIFIC GAS AND 
ELECTRIC COMPANY (the "Company"), DEUTSCHE BANK AG ("Deutsche Bank"), acting 
throtigh its New York Branch, in its capacities as Issuing Agent (as defined below) and as 
Administrative Agent (as defined below), and the other parties set forth on the signatures pages 
hereto (the "Banks").  

RECITALS 

A. The Company, Deutsche Bank, in its capacity as issuer (in such capacity, 
the "Issuing Agent") of irrevocable, direct pay transferable letter of credit number 839-54377 
dated September 16, 1997 (the "Letter of Credit"), Deutsche Bank, in its capacity as 
administrative agent for the Banks (in such capacity, the "Administrative Agent"), and the Banks 
have entered into a Reimbursement Agreement, dated as of September 1, 1997 (as amended, 
modified and supplemented through but excluding the date hereof, the "Reimbursement 
Agreement").  

B. The Letter of Credit provides credit and liquidity support for $148,550,000 
aggregate principal amount of California Pollution Control Financing Authority Pollution Control 
Refunding Revenue Bonds (Pacific Gas and Electric Company) 1997 Series B (the "Bonds").  

C. On or about June 1, 2001, the Issuing Agent honored a drawing under the 
Letter of Credit to pay scheduled interest on the Bonds (the "Interest Drawing") and has not been 
reimbursed therefor by the Company.  

D. The Company has advised the Issuing Agent that it does not intend to 
reimburse the amount of the Interest Drawing by the opening of business of the Issuing Agent on 
or before June 6, 2001 (the "Reinstatement Time"), the time by which the Letter of Credit will 
automatically reinstate by its terms unless, prior to that time, the Issuing Agent delivers a notice 
of non-reinstatement (the "Notice of Non-Reinstatement") to the trustee for the Bonds (the 
"Trustee").  

E. The Company, each Bank, the Issuing Agent and the Administrative Agent 
has determined that it is in the best interests of such entity to reinstate the Letter of Credit 
notwithstanding the Company's failure to reimburse the amount of the Interest Drawing.  

NOW, THEREFORE, in consideration of the foregoing, the premises and mutual 
covenants contained herein and for other valuable consideration, the receipt and sufficiency of 
which are hereby acknowledged, the parties hereto hereby agree as follows: 

1. Defined Terms. Unless otherwise defined herein, capitalized terms used 
herein shall have the meanings given thereto in the Reimbursement Agreement.  

2. Effectiveness of this Amendment. This Amendment shall become effective 
and the Reimbursement Agreement shall be amended as provided herein at the time (the 
"Effective Time") on the first date on which the Company, the Issuing Agent and each Bank shall 
have executed a copy of this Amendment (whether the same or different copies) and shall have 
delivered the same to the Administrative Agent. Notwithstanding the preceding sentence, this



Amendment shall be void and the Reimbursement Agreement shall not be amended as provided 
herein if the Reinstatement Time precedes the Effective Time.  

3. Amendment. At the Effective Time, Schedule I to the Reimbursement 
Agreement shall be deleted in its entirety and Schedule I to this Amendment shall be substituted 
therefor.  

4. Reinstatement. Each Bank hereby instructs the Issuing Agent as of the 
Effective Time not io deliver the Notice of Non-Reinstatement to the Trustee in respect of the 
unreimbursed Interest Drawing.  

5. Representations and Warranties of the Company. The Company has all 
necessary corporate power and authority to execute and deliver this Amendment, and the 
execution and delivery by the Company of this Amendment have been duly authorized by all 
necessary corporate action on its part; and this Amendment has been duly and validly executed 
and delivered by the Company and constitutes its legal, valid and binding obligation, enforceable 
in accordance with its terms, except as enforcement may be limited by bankruptcy, insolvency, 
moratorium or other similar laws affecting the enforcement of creditors' -rights in general and by 
general principles of equity, regardless of whether such enforceability is considered in a 
proceeding at law or in equity.  

6. Bankruptcy Court Approval. The Company is the debtor and debtor in 
possession in that certain bankruptcy case styled as In re Pacific Gas and Electric Company, Case 
No. 01-30923 DM (the "Bankruptcy Case"), United States Bankruptcy Court for the Northern 
District of California, San Francisco Division (the "Bankruptcy Court") that was commenced by 
the filing of a voluntary petition under chapter 11 of title 11 of the United States Code on April 6, 
2001. The Company does not believe Bankruptcy Court approval of the Company's execution 
and delivery of this Amendment is required because the Company does not believe it is 
undertaking any new obligations or giving up any rights by entering into this Amendment, the 
effect of which is to clarify the agreement among the Banks that are party hereto. To the extent 
the Banks that are party hereto so request, the Company agrees that as soon as practicable after 
such request and in no event more than 10 days after such request, the Company will file and 
support an application or motion seeking an order from the Bankruptcy Court approving this 
Amendment. The Company makes no representation or warranty about whether such an order 
will be obtained.  

7. Miscellaneous.  

(a) Except as expressly modified by this Amendment, the Reimbursement 
Agreement shall continue to be and remain in full force and effect in accordance with its terms.  
Any future reference to the Reimbursement Agreement shall, from and after the Effective Time, 
be deemed to be a reference to the Reimbursement Agreement as amended by this Amendment.  

(b) The amendment contained in this Amendment is a one-time amendment 
only, is made only with respect to the specific provisions of the Reimbursement Agreement 
referenced above and is made only to the extent and for the limited purposes described herein.  
Such amendment shall not be construed as an amendment for any purpose other than as 
specifically set forth herein and shall not constitute an agreement or obligation on the part of the 
Administrative Agent or the Banks to consent to any other or future amendment.  
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(c) This Amendment may be executed in any number of counterparts, each of 
which shall constitute an original, but all of which when taken together shall constitute but one 
instrument.  

(d) THIS AGREEMENT AND THE RIGHTS AND OBLIGATIONS OF 
THE PARTIES HEREUNDER SHALL BE GOVERNED BY AND CONSTRUED IN 
ACCORDANCE WITH THE LAWS OF THE STATE OF CALIFORNIA WITHOUT 
REFERENCE TO CONFLICTS OF LAW RULES.  

(e) This Amendment may be executed by facsimile signature and each such 
signature shall be treated in all respects as having the same effect as an original signature.  

(f) The rules of construction set forth in Section l(c) of the Reimbursement 
Agreement are, by this reference, incorporated herein as if set forth in their entirety, provided that 
references to "this Agreement" in such section shall mean references to this Amendment.  

[intentionally left blank] 
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IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be duly 
executed as of the date first above written.  

"- PACIFIC GAS AND ELECTRIC COMPANY

By 
Name: 
Title:

16
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Second Amendment to Reimbursement Agreement
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DEUTSCHE BANK AG, acting through its New 
York Branch, as Administrative Agent, Issuing 
Agent and a Bank 

B y 
Name:v-. Steven A. Cohen 
Title: Nm./ 4,

By
IName: 
Title:

Mark B. Cohen, Managing u,.  
Head of Workout

IeQanCIe5 944.4 y5 (i9v801!.doci
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BANK OF 
By
Name: 
Title:

Qlara Yang Strand 
Managing Director

-Signature Page
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PARIBAS, acting through its New York Branch, 
as a Bank

f..

By 
Name: 
Tide..

lo03da46ZP44+4 v LlvIO1l.Gocl

MARK A. RENAUD 
Director 
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WESTPAC BANKING CORPORATION, 
acting through its New York Branch, as a Bank 

By Ik

Name: 
Tidle: Tony Smith 

Vice President

losangele59444 01 [194O3.dcI
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SCHEDULE I

Name and 
Address of Bank 

I...

Pro Rata 
PercentageCommitment

Deutsche Bank AG 
New York Branch 
31 West 5 2nd Stre&'t 
New York, NY 10019 
Attention: John Quinn 
Telephone: (212) 469-4103 
Facsimile: (212) 469-4139 

Bank of America, N.A.  
901 Main Street, 64h Floor 
Dallas, TX 75202 
Attention: Curtis L. Anderson 
Telephone: (214) 508-1290 
Facsimile: (214) 508-3943 

The Bank of New York 
One Wall Street, 19t Floor 
New York, NY 10286 
Attention: Felicia LaForgia 
Telephone: (212) 635-7861 
Facsimile: (212) 635-7923 

Paribas 
New York Branch 
787 Seventh Avenue 
New York, NY 10019 
Attention: Timothy Vincent 
Telephone: (212) 841-2545 
Facsimile: (212) 841-2555 

Westpac Banking Corporation 
New York Branch 
575 Fifth Avenue 
New York, NY 10017 
Attention: Tony Smith 
Telephone: (212) 551-1814 
Facsimile: (212) 551-1995

Total

$ 40,511,565.65

$ 35,290,624.05

26.7536%

23.3057%

16.6469%$ 25,207,588.26 

$ 25,207,588.26

$ 25,207,588.26 

$151,424,954.48

16.6469%

16.6469% 

100.0000%

Schedule I to Reimbursement Agreement
3NW492 -494,



This THIRD AMENDMENT TO REIMBURSEMENT AGREEMENT (this 

"Amendment"), is made and entered into as of July 1, 2001, among PACIFIC GAS AND 

ELECTRIC COMPANY (the "Company"), DEUTSCHE BANK AG ("Deutsche Bank"), acting 

through its New York Branch, in its capacities as Issuing Agent (as defined below) and as 

Administrative Agent (as defined below), and the other parties set forth on the signatures pages 

hereto (the "Banks").  

RECITALS 

A. The Company, Deutsche Bank, in its capacity as issuer (in such capacity, 

the "Issuing Agent") of irrevocable, direct pay transferable letter of credit number 839-54377 

dated September 16, 1997 (the "Letter of Credit"), Deutsche Bank, in its capacity as 

administrative agent for the Banks (in such capacity, the "Administrative Agent"), and the Banks 

have entered into a Reimbursement Agreement, dated as of September 1, 1997 (as amended, 

modified and supplemented through but excluding the date hereof, the "Reimbursement 

Agreement").  

B. The Letter of Credit provides credit and liquidity support for $148,550,000 

aggregate principal amount of California Pollution Control Financing Authority Pollution Control 

Refunding Revenue Bonds (Pacific Gas and Electric Company) 1997 Series B (the "Bonds").  

C. On or about July 2, 2001, the Issuing Agent honored a drawing under the 

Letter of Credit to pay scheduled interest on the Bonds (the "Interest Drawing") and has not been 

reimbursed therefor by the Company.  

D. The Company has advised the Issuing Agent that it does not intend to 

reimburse the amount of the Interest Drawing by the opening of business of the Issuing Agent on 

or before July 9, 2001 (the "Reinstatement Time"), the time by which the Letter of Credit will 

automatically reinstate by its terms unless, prior to that time, the Issuing Agent delivers a notice 

of non-reinstatement (the "Notice of Non-Reinstatement') to the trustee for the Bonds (the 

"Trustee").  

E. The Company, each Bank, the Issuing Agent and the Administrative Agent 

has determined that it is in the best interests of such entity to reinstate the Letter of Credit 

notwithstanding the Company's failure to reimburse the amount of the Interest Drawing.  

NOW, THEREFORE, in consideration of the foregoing, the premises and mutual 

covenants contained herein and for other valuable consideration, the receipt and sufficiency of 

which are hereby acknowledged, the parties hereto hereby agree as follows: 

1. Defined Terms. Unless otherwise defined herein, capitalized terms used 

herein shall have the meanings given thereto in the Reimbursement Agreement.  

2. Effectiveness of this Amendment. This Amendment shall become effective 

and the Reimbursement Agreement shall be amended as provided herein at the time (the 

"Effective Time") on the first date on which the Company, the Issuing Agent and each Bank shall 

have executed a copy of this Amendment (whether the same or different copies) and shall have 

delivered the same to the Administrative Agent. Notwithstanding the preceding sentence, this

losangks 61032



Amendment shall be void and the Reimbursement Agreement shall not be amended as provided 
herein if the Reinstatement Time precedes the Effective Time.  

. 3. Amendment. At the Effective Time, Schedule I to the Reimbursement 

Agreement shall be deleted in its entirety and Schedule I to this Amendment shall be substituted 
therefor.  

4. Reinstatement. Each Bank hereby instructs the Issuing Agent as of the 

Effective Time not to deliver the Notice of Non-Reinstatement to the Trustee in respect of the 
unreimbursed Interest Drawing.  

5. Representations and Warranties of the Company. The Company has all 

necessary corporate power and authority to execute and deliver this Amendment, and the 
execution and delivery by the Company of this Amendment have been duly authorized by all 

necessary corporate action on its part; and this Amendment has been duly and validly executed 
and delivered by the Company and constitutes its legal, valid and binding obligation, enforceable 
in accordance with its terms, except as enforcement may be limited by bankruptcy, insolvency, 
moratorium or other similar laws affecting the enforcement of creditors' rights in general and by 
general principles of equity, regardless of whether such enforceability is considered in a 
proceeding at law or in equity.  

6. Bankruptcy Court Approval. The Company is the debtor and debtor in 

possession in that certain bankruptcy case styled as In re Pacific Gas and Electric Company, Case 

No. 01-30923 DM (the "Bankruptcy Case"), United States Bankruptcy Court for the Northern 

District of California, San Francisco Division (the "Bankruptcy Court") that was commenced by 

the filing of a voluntary petition under chapter 11 of title 11 of the United States Code on April 6, 

2001. The Company does not believe Bankruptcy Court approval of the Company's execution 
and delivery of this Amendment is required because the Company does not believe it is 

undertaking any new obligations or giving up any rights by entering into this Amendment, the 

effect of which is to clarify the agreement among the Banks that are party hereto. To the extent 

the Banks that are party hereto so request, the Company agrees that as soon as practicable after 

such request and in no event more than 10 days after such request, the Company will file and 

support an application or motion seeking an order from the Bankruptcy Court approving this 

Amendment. The Company makes no representation or warranty about whether such an order 

will be obtained.  

7. Miscellaneous.  

(a) Except as expressly modified by this Amendment, the Reimbursement 

Agreement shall continue to be and remain in full force and effect in accordance with its terms.  

Any future reference to the Reimbursement Agreement shall, from and after the Effective Time, 

be deemed to be a reference to the Reimbursement Agreement as amended by this Amendment.  

(b) The amendment contained in this Amendment is a one-time amendment 

only, is made only with respect to the specific provisions of the Reimbursement Agreement 

referenced above and is made only to the extent and for the limited purposes described herein.  

Such amendment shall not be construed as an amendment for any purpose other than as 

specifically set forth herein and shall not constitute an agreement or obligation on the part of the 

Administrative Agent or the Banks to consent to any other or future amendment.  

-2
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(c) This Amendment may be executed in any number of counterparts, each of 

which shall constitute an original, but all of which when taken together shall constitute but one 

instrument.  

(d) THIS AGREEMENT AND THE RIGHTS AND OBLIGATIONS OF 

THE PARTIES HEREUNDER SHALL BE GOVERNED BY AND CONSTRUED IN 

ACCORDANCE WITH THE LAWS OF THE STATE OF CALIFORNIA WITHOUT 

REFERENCE fo CONFLICTS OF LAW RULES.  

(e) This Amendment may be executed by facsimile signature and each such 

signature shall be treated in all respects as having the same effect as an original signature.  

(f) The rules of construction set forth in Section 1(c) of the Reimbursement 

Agreement are, by this reference, incorporated herein as if set forth in their entirety, provided that 

references to "this Agreement" in such section shall mean references to this Amendment.  

[intentionally left blank] 
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IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be 
duly executed as of the date first above written.  

'•' PACIFI(I (,AffA EI• C COMPANY 

"" Name: G~rdon R. Smithý 
Title: Prtsident 

-Signature Page
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DEUTSCHE BANK AG, acting through its New 
York Branch, as Administrative Agent, Issuing 

Agent and a Bank
I..

ByL
Name: 
Title:

Clark G. Petesn Vice President

loangeles 61032 1Pb3cOl!.doc]
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BANK OF AMERICA, N.A., as a Bank

1.:.

By -.  
Name:

Clara Yang Strand 
Managing Dlrecor

ungqlcv 6103; [COl !.'J"?
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THE BANK OF NEW YORK, as a Bank

I.

Byy__ 
Name: STEVEN KALAC HMAN 
Tile: " Vi.C president 

-Signature Page
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PARIBAS, acting through its New York Branch, 
as a Bank 

By____________ 
Name: DEANE 
Tide: Director 

MARK A. RENAUD 
Director 

-Signature Page

Third Amendment to Reimbursement Agreement
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WESTPAC BANKING CORPORATION, 
acting through its New Yprk Branch, as a Bank 

By 
Name: Tony Smith 
Title: Vice President 

-Signature Page

Third Amendment to Reimbursement Agreement



SCHEDULE I

Namn and 
Address of Bank Commitment

Deutsche Bank AG" 
New York Branch 
31 West 5 2nd Street 
New York, NY 10019 
Attention: John Quinn 
Telephone: (212) 469-4103 
Facsimile: (212) 469-4139 

Bank of America, N.A.  
901 Main Street, 64th Floor 
Dallas, TX 75202 
Attention: Curtis L. Anderson 
Telephone: (214) 508-1290 
Facsimile: (214) 508-3943 

The Bank of New York 
One Wall Street, 19' Floor 
New York, NY 10286 
Attention: Felicia LaForgia 
Telephone: (212) 635-7861 
Facsimile: (212) 635-7923 

Paribas 
New York Branch 
787 Seventh Avenue 
New York, NY 10019 
Attention: Barbara Eppolito 
Telephone: (212) 841-3607 
Facsimile: (212) 841-3565 

Westpac Banking Corporation 
New York Branch 
575 Fifth Avenue 
New York, NY 10017 
Attention: Tony Smith 
Telephone: (212) 551-1814 
Facsimile: (212) 551-1995

Total

$ 40,638,469.34 

$ 35,401,172.90 

$ 25,286,551.59 

$ 25,286,551.59 

$ 25.286,551.59 

$151,899,297.01

26.7536% 

23.3057% 

16.6469% 

16.6469% 

16.6469% 

100.0000%

Schedule I to Reimbursement Agreement
61032
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This FOURTH AMENDMENT TO REIMBURSEMENT AGREEMENT (this 
"Amendment"), is made and entered into as of August 1, 2001, among PACIFIC GAS AND 
ELECTRIC COMPANY (the "Company"), DEUTSCHE BANK AG ("Deutsche Bank"), acting 
throt~gh its New York Branch, in its capacities as Issuing Agent (as defined below) and as 
Administrative Agent (as defined below), and the other parties set forth on the signatures pages 
hereto (the "Banks").  

RECITALS 

A. The Company, Deutsche Bank, in its capacity as issuer (in such capacity, 
the "Issuing Agent") of irrevocable, direct pay transferable letter of credit number 839-54377 
dated September 16, 1997 (the "Letter of Credit"), Deutsche Bank, in its capacity as 
administrative agent for the Banks (in such capacity, the "Administrative Agent"), and the Banks 
have entered into a Reimbursement Agreement, dated as of September 1, 1997 (as amended, 
modified and supplemented through but excluding the date hereof, the "Reimbursement 
Agreement").  

B. The Letter of Credit provides credit and liquidity support for $148,550,000 
aggregate principal amount of California Pollution Control Financing Authority Pollution Control 
Refunding Revenue Bonds (Pacific Gas and Electric Company) 1997 Series B (the "Bonds").  

C. On or about August 1, 2001, the Issuing Agent honored a drawing under 
the Letter of Credit to pay scheduled interest on the Bonds (the "Interest Drawing") and has not 
been reimbursed therefor by the Company.  

D. The Company has advised the Issuing Agent that it does not intend to 
reimburse the amount of the Interest Drawing by the opening of business of the Issuing Agent on 
or before August 6, 2001 (the "Reinstatement Time"), the time by which the Letter of Credit will 
automatically reinstate by its terms unless, prior to that time, the Issuing Agent delivers a notice 
of non-reinstatement (the "Notice of Non-Reinstatement") to the trustee for the Bonds (the 
"Trustee").  

E. The Company, each Bank, the Issuing Agent and the Administrative Agent 
has determined that it is in the best interests of such entity to reinstate the Letter of Credit 
notwithstanding the Company's failure to reimburse the amount of the Interest Drawing.  

NOW, THEREFORE, in consideration of the foregoing, the premises and mutual 
covenants contained herein and for other valuable consideration, the receipt and sufficiency of 
which are hereby acknowledged, the parties hereto hereby agree as follows: 

1. Defined Terms. Unless otherwise defined herein, capitalized terms used 
herein shall have the meanings given thereto in the Reimbursement Agreement.  

2. Effectiveness of this Amendment. This Amendment shall become effective 
and the Reimbursement Agreement shall be amended as provided herein at the time (the 
"Effective Time") on the first date on which the Company, the Issuing Agent and each Bank shall 
have executed a copy of this Amendment (whether the same or different copies) and shall have 
delivered the same to the Administrative Agent. Notwithstanding the preceding sentence, this



Amendment shall be void and the Reimbursement Agreement shall not be amended as provided 

herein if the Reinstatement Time precedes the Effective Time.  

3. Amendment. At the Effective Time, Schedule I to the Reimbursement 

Agreement shall be deleted in its entirety and Schedule I to this Amendment shall be substituted 

therefor.  

4. [Intentionally Deleted.] 

5. Representations and Warranties of the Company. The Company has all 

necessary corporate power and authority to execute and deliver this Amendment, and the 

execution and delivery by the Company of this Amendment have been duly authorized by all 

necessary corporate action on its part; and this Amendment has been duly and validly executed 

and delivered by the Company and constitutes its legal, valid and binding obligation, enforceable 

in accordance with its terms, except as enforcement may be limited by bankruptcy, insolvency, 

moratorium or other similar laws affecting the enforcement of creditors' rights in general and by 

general principles of equity, regardless of whether such enforceability is considered in a 

proceeding at law or in equity.  

6. Bankruptcy Court Approval. The Company is'the debtor and debtor in 

possession in that certain bankruptcy case styled as In re Pacific Gas and Electric Company, Case 

No. 01-30923 DM (the "Bankruptcy Case"), United States Bankruptcy Court for the Northern 

District of California, San Francisco Division (the "Bankruptcy Court") that was commenced by 

the filing of a voluntary petition under chapter 11 of title 11 of the United States Code on April 6, 

2001. The Company does not believe Bankruptcy Court approval of the Company's execution 

and delivery of this Amendment is required because the Company does not believe it is 

undertaking any new obligations or giving up any rights by entering into this Amendment, the 

effect of which is to clarify the agreement among the Banks that are party hereto. To the extent 

the Banks that are party hereto so request, the Company agrees that as soon as practicable after 

such request and in no event more than 10 days after such request, the Company will file and 

support an application or motion seeking an order from the Bankruptcy Court approving this 

Amendment. The Company makes no representation or warranty about whether such an order 

will be obtained.  

7. Miscellaneous.  

(a) Except as expressly modified by this Amendment, the Reimbursement 

Agreement shall continue to be and remain in full force and effect in accordance with its terms.  

Any future reference to the Reimbursement Agreement shall, from and after the Effective Time, 

be deemed to be a reference to the Reimbursement Agreement as amended by this Amendment.  

(b) The amendment contained in this Amendment is a one-time amendment 

only, is made only with respect to the specific provisions of the Reimbursement Agreement 

referenced above and is made only to the extent and for the limited purposes described herein.  

Such amendment shall not be construed as an -amendment for any purpose other than as 

specifically set forth herein and shall not constitute an agreement or obligation on the part of the 

Administrative Agent or the Banks to consent to any other or future amendment.  
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(c) This Amendment may be executed in any number of counterparts, each of 
which shall constitute an original, but all of which when taken together shall constitute but one 
instrument.  

(d) THIS AGREEMENT AND THE RIGHTS AND OBLIGATIONS OF 
THE PARTIES HEREUNDER SHALL BE GOVERNED BY AND CONSTRUED IN 
ACCORDANCE WITH THE LAWS OF THE STATE OF CALIFORNIA WITHOUT 
REFERENCE TO CONFLICTS OF LAW RULES.  

(e) This Amendment may be executed by facsimile signature and each such 
signature shall be treated in all respects as having the same effect as an original signature.  

(f) The rules of construction set forth in Section 1(c) of the Reimbursement 
Agreement are, by this reference, incorporated herein as if set forth in their entirety, provided that 
references to "this Agreement" in such section shall mean references to this Amendment.  

[intentionally left blank] 
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rNWITNESSWHERF-OF.theparrieshererobavecausedrIusAmencbnenrwbeduly 
cxecutedmfthed.,itefustabovewrincn.  

PACIFICGASANDELECTRICCOMPANY 

Bv
Name.  

TWO. 5e n', Or V I O-e- Pre-,st en+ 

-SignarurePageFciurdLkmendrnmrtofýL-=bursemenEAg=meni



FROMYfluTE &CASELLP(THU) 8. 91 01 13:29/ST. 13:28/NO. 4871023461 P 2

DEUTCHE BANK AG, acting itrough its New 
York Brid as Adnminstave Aseo L,Iskmzn 
Agent and a Bank

]BY 

Titi,:

By.  

7N16

D*Wrec

ne. I. . -. -x 
U. L�WW�, &�De�r

-wAM~w6xkVouib

Founh Amendment to Merm ursmneI Agrel

FROM WHITE & CASE LLP



r-u t r-c.L LJ. -wr rim ~mriIri LJ1 m~Irikcri %UJJ ,n'~tt

ORIGINAL
BANK OF AMýERICA, N.A.. as z Bank 

Name: Claa Yang Straad 
Title: Managig Director

Post-It"o brand fax transmittal memo 767n

-Signature Page
Foiurth Ainendment to Rciinbwement Agreement
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PARIBAS, acting throuigh its New York Branch, 
as a Bank

Bv 
Name: 
7ide-,

EDWARD V. CANALE 
menegIng Direcor

3cA.,.sIa62612 [Ic68I41AM)

-Sipwure Page
Fourth Amendmet to Reimbursment Ag~rnent
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08/07/01 TUE 16:55 FAX .2125511995 
i '

WESTPAC BANKING CORP - .. 0oo3

WESTPAC BANKING CORPORATION, 
actig through its New York Bmnch, as a Bank 

Namne: _LAIJ(6 &-tASSApamT 
Title: V(< jpp ep 

-Signature Page,o 6,•,6,2 (Imb, oI.d] Fourth Amendment to Reimbursement A•reement



SCHEDULE I

Name and 
Address of Bank 

Deutsche Bank AG 
New York Branch 
31 West 5 2 nd Street 
New York, NY 10019 
Attention: John Quinn 
Telephone: (212) 469-4103 
Facsimile: (212) 469-4139 

Bank of America, N.A.  
901 Main Street, 64th Floor 
Dallas, TX 75202 
Attention: Curtis L. Anderson 
Telephone: (214) 508-1290 
Facsimile: (214) 508-3943 

The Bank of New York 
One Wall Street, 19'h Floor 
New York, NY 10286 
Attention: Felicia LaForgia 
Telephone: (212) 635-7861 
Facsimile: (212) 635-7923 

Paribas 
New York Branch 
787 Seventh Avenue 
New York, NY 10019 
Attention: Barbara Eppolito 
Telephone: (212) 841-3607 
Facsimile: (212) 841-3565 

Westpac Banking Corporation 
New York Branch 
575 Fifth Avenue 
New York, NY 10017 
Attention: Tony Smith 
Telephone: (212) 551-1814 
Facsimile: (212) 551-1995

Total

Pro Rata 
Commitment Percentage

$ 40,750,020.47 

$ 35,498,347.76 

$ 25,355,962.08 

$ 25,355,962.08

$ 25,355,962.08 

$152,316,254.47

26.7536% 

23.3057% 

16.6469% 

16.6469%

16.6469% 

100.0000%

Schedule I to Reimbursement Agreement



This AGREEMENT TO EXTEND THE LETTER OF CREDIT (this 

"Agueement"), is made and entered into as of WK I 

Insert the following for syndicated reimbursement agreements: 

[among PACIFIC GAS AND ELECTRIC COMPANY (the "Company"), 

[IN R O•tf I OF ], in its capacities as Issuing Agent (as 
defined below) and as Administrative Agent (as defined below), and the other parties set forth on 
the signatures pages hereto (the "Banks").] 

Insert the following for non-syndicated reimbursement agreements: 

[between PACIFIC GAS AND ELECTRIC COMPANY (the "Company") and 

SEkfNLE -0BEr E F cSS ] (the "Bank").] 

RECITALS 

Insert the following for syndicated reimbursement agreements: 

[A. The Company, • Lt.f, in its capacity as 

issuer (in such capacity, the "Issuing Agent") of irrevocable, direct pay transferable letter of 

credit number t h e] dated [ffý (the "L ofCrediI"), and in its capacity as 

administrative agent for the Banks (in such capacity, the "Administrative Agent"), and the Banks 

have entered into a Reimbursement Agreement, dated as of [ri•e ] (as amended, modified 
and supplemented through but excluding the date hereof, the "Reimbursement Aeement").] 

Insert the following for non-syndicated reimbursement agreements: 

[A. The Company and the Bank have entered into a Reimbursement 
Agreement, dated as of fi (as amended, modified and supplemented through but 

excluding the date hereof, the "ReimbursementAgreement") pursuant to which the Bank has 

issued its irrevocable, direct pay transferable letter of credit number [i4ýeibý dated [ 
t(the " 

B. The Letter of Credit provides credit and liquidity support for $[ 
axi•] aggregate principal amount of California Pollution Control Financing Authority 
Pollution Control Refunding Revenue Bonds (Pacific Gas and Electric Company) 

~i~i~hn](the "fl~nW).  

C. The Letter of Credit is presently scheduled to expire on 
eitofe1(the "Scheduled Termination Date").  

D. The Company is the debtor and debtor in possession in that certain 

bankruptcy case styled as In re Pacific Gas and Electric Company, Case No. 01-30923 DM, 

United States Bankruptcy Court for the Northern District of California, San Francisco Division 

(the "Bankruptcy Cou") that was commenced by the filing of a voluntary petition under chapter 

11 of title 11 of the United States Code on April 6, 2001.  

Insert the following for syndicated reimbursement agreements: 

S62635 v4  EXHIBIT C 
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[E. The Company, each Bank, the Issuing Agent and the Administrative 
Agent desire to extend the Scheduled Termination Date to 

Insert the following for nonsyndicated reimbursement agreements: 

[E. The Company and the Bank desire to extend the Scheduled Termination 
Date to 

NOW, THEREFORE, in consideration of the foregoing, the premises and mutual 
covenants contained herein and for other valuable consideration, the receipt and sufficiency of 
which are hereby acknowledged, the parties hereto hereby agree as follows: 

1. Defined Ternn. Unless otherwise defined herein, capitalized terms used 
herein shall have the meanings given thereto in the Reimbursement Agreement.  

2. Effectiveness of this Areement. This Agreement shall become effective 
and the Reimbursement Agreement shall be amended as provided herein at the time (the 
"Effective Time") the following conditions are satisfied: 

Insert the following for syndicated reimbursement agreements: 

[(a) The Administrative Agent shall have received an executed copy of this 
Agreement (whether the same or different copies) from the Company, the Issuing Agent 
and each Bank; and] 

Insert the following for nonsyndicated reimbursement agreements: 

[(a) The Bank shall have received an executed copy of this Agreement 
(whether the same or different copies) from the Company; and] 

(b) The Bankruptcy Court shall have issued an order approving the form of 
this Agreement and the form of Amendment to Letter of Credit attached hereto as Exhibit 
A (the "LOC Amendment").  

3. Amendments.  

Insert the following for syndicated reimbursement agreements: 

[(a) Promptly following the Effective Time, the Issuing Agent shall date the 
LOC Amendment, execute the LOC Amendment and deliver the executed LOC Amendment to 
the beneficiary of the Letter of Credit. The LOC Amendment shall become effective, and the 
Scheduled Termination Date shall be extended to upon the written acceptance of the 
LOC Amendment by the beneficiary of the Letter of Credit.] 

Insert the following for nonsyndicated reimbursement agreements: 

[(a) Promptly following the Effective Time, the Bank shall date the LOC 
Amendment, execute the LOC Amendment and deliver the executed LOC Amendment to the 
beneficiary of the Letter of Credit. The LOC Amendment shall become effective, and the 
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Scheduled Termination Date shall be extended to tfiittdatej, upon the written acceptance of the 
LOC Amendment by the beneficiary of the Letter of Credit.] 

(b) At the Effective Time, and with respect to each quarterly period (or 
portion thereof) from and after the Effective Time, Section 1(a) of the Reimbursement 
Agreement shall be amended by deleting the definition of "Applicable Rating Level 
Commitment Fee Percentage" in its entirety and replacing it with the following: 

"".Applicable Rating Level Commitment Fee Percentage": 

Level I 6q'_jr Basis Points 
Level II d mb.r) Basis Points 
Level III tiiinii'i&j Basis Points 
Level IV [fia iihý beJ Basis Points 
Level V f R •! Basis Points" 

4. Representations and Warranties of the Company. The Company has all 
necessary corporate power and authority to execute and deliver this Agreement, and the 
execution and delivery by the Company of this Agreement have been duly authorized by all 
necessary corporate action on its part; and this Agreement has been duly and validly executed 
and delivered by the Company and constitutes its legal, valid and binding obligation, enforceable 
in accordance with its terms, except as enforcement may be limited by bankruptcy, insolvency, 
moratorium or other similar laws affecting the enforcement of creditors' rights in general and by 
general principles of equity, regardless of whether such enforceability is considered in a 
proceeding at law or in equity.  

5. Miscellaneous.  

Insert the following for syndicated reimbursement agreements: 

[(a) The agreement contained in this Agreement is a one-time agreement only.  
Such agreement shall not be construed as an agreement for any purpose other than as specifically 
set forth herein and shall not constitute an agreement or obligation on the part of the 
Administrative Agent or the Banks to consent to any other or future agreement.] 

Insert the following for nonsyndicated reimbursement agreements: 

[(a) The agreement contained in this Agreement is a one-time agreement only.  
Such agreement shall not be construed as an agreement for any purpose other than as specifically 
set forth herein and shall not constitute an agreement or obligation on the part of the Bank to 
consent to any other or future agreement.] 

(b) This Agreement may be executed in any number of counterparts, each of 
which shall constitute an original, but all of which when taken together shall constitute but one 
instrument.  

(c) THIS AGREEMENT AND THE RIGHTS AND OBLIGATIONS OF 
THE PARTIES HEREUNDER SHALL BE GOVERNED BY AND CONSTRUED IN 
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ACCORDANCE WITH THE LAWS OF THE STATE OF CALIFORNIA WITHOUT 
REFERENCE TO CONFLICTS OF LAW RULES.  

(d) This Agreement may be executed by facsimile signature and each such 
signature shall be treated in all respects as having the same effect as an original signature.  

(e) The rules of construction set forth in Section 1(c) of the Reimbursement 
Agreement are, by this reference, incorporated herein as if set forth in their entirety, provided 
that references to "this Agreement" in such section shall mean references to this Agreement.  

[intentionally left blank] 
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 

duly executed as of the date first above written.  

PACIFIC GAS AND ELECTRIC COMPANY 

By 
Name: 
Title:

-Signature Page
Agreement to Extend the Letter of Credit
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By 
Name: 
Title:
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EXHIBIT A 

[FORM OF] 
[NE h E AMENDMENT TO LETTER OF CREDIT 

IRREVOCABLE, DIRECT PAY TRANSFERABLE LETTER OF CREDIT 
No.  

[Bankers Trust Company], 
as Trustee 

4 Albany Street, 4t' Floor 
New York, New York 10006 

Attention: Corporate Trust 

Ladies and Gentlemen: 

Reference is made to our Irrevocable, Direct Pay Transferable Letter of Credit No.  
[ i issued to you, as beneficiary, on • (the "Letter.ofCredi ') for the 
account of Pacific Gas and Electric Company (the "Company"). Unless otherwise defined 
herein, capitalized terms used herein shall have the meanings given thereto in the Letter of 
Credit.  

The Company has requested, and we have agreed, to extend the Scheduled 
Termination Date from • to td . Accordingly, upon your acceptance 
of this • 1•P Amendment to Letter of Credit, the first paragraph of the Letter of Credit 
shall be amended to delete the reference to and to replace it with "[i -iqp 

Except as expressly modified by this j Amendment to Letter of 
Credit, the Letter of Credit shall continue to be and remain in full force and effect in accordance 
with its terms. Any future reference to the Letter of Credit shall, from and after your acceptance 
of this [te b] Amendment to Letter of Credit, be deemed to be a reference to the Letter 
of Credit as amended by this Amendment to Letter of Credit.  

The amendment contained in this t Amendment to Letter of Credit 
is a one-time amendment only, is made only with respect to the specific provision of the Letter of 
Credit referenced above and is made only to the extent and for the limited purposes described 
herein. Such amendment shall not be construed as an amendment for any purpose other than as 
specifically set forth herein and shall not constitute an agreement or obligation on our part to 
consent to any other or future amendment.  

This [jin- 'ert 3!j Amendment to Letter of Credit and your acceptance thereof 
may be executed in any number of counterparts, each of which shall constitute an original, but all 
of which when taken together shall constitute but one instrument.  

"To 626-/ pEu /hi A-- P 
Iwang,,e 6265 v, Exhibit A Page 1

__ - - __ , -I-



This r] Amendment to Letter of Credit shall be governed by and is 
subject to the Uniform Customs and Practices for Documentary Credits (1993 Revision, 
International Chamber of Commerce, Publication No. 500, as amended and restated from time to 
time). As to matters not governed thereby, this •eriin• i Amendment to Letter of Credit 
shall be governed by the laws of the State of New York, including without limitation the 
Uniform Commercial Code as in effect in such State.  

Please indicate your acceptance of this - Amendment to Letter of 
Credit by signing in the space provided below and delivering a copy of your executed acceptance 
to us at [insert address and contact information].  

Very truly yours, 

By: 
Name: 
Title: 

By: 
Name: 
Title: 

Accepted and Agreed this 
day of 

[BANKERS TRUST COMPANY], 
as Trustee 

By: 
Name:_ 
Title:
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This redlined draft, generated by CompareRite (TM) - The Instant Redliner, shows the 
differences between 
original document : C:\TEMP\IE\ICBV03!.DOC 
and revised document: J:\MAINLIB\LA\1411779\0008\lCBV04!.DOC 

CompareRite found 12 change(s) in the text 

Deletions appear as Overstrike text surrounded by <> 
Additions appear as Bold+Dbl Underline text

losangees 62635 v4 [PG&E Anmadment (mwked).DOCE Exhibit A Page 3


