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Plaintiff Andrew S. Bushkin (“Plaintiff”), individual defendants C. Lee Cox, Peter

Darbee, Anthony Earley, Kent Harvey, Christopher Johns, William Hayes, Geisha Williams

Nick Stavropoulos, Dinyar Mistry, Barbara Rambo, Lewis Chew, Fred Fowler, Maryellen
Herringer, Richard Kelly, Roger Kimmel, David Lawrence, Richard Meserve, Forrest Miller
Rosendo Parra, Anne Shen Smith and Barry Williams (“Individual Defendants”), and nomi
defendants PG&E Corporation and Pacific Gas & Electric Company (“PG&E” and collectiv
with Plaintiff and the Individual Defendants, the “Parties”), through their respective counse
record, submit this stipulation and [proposed] order.

WHEREAS, on February 27, 2016, Plaintiff filed a shareholder derivative complai
behalf of PG&E, commencing this action against the Individual Defendants;

WHEREAS, this action has been stayed pending resolution oS#me Bruno Fire
Derivative CasesJCCP No. 4648-C (the “State Derivative Actions”) being litigated in
Superior Court of California, County of San Mateo (the “State Court”);

WHEREAS, on March 10, 2017, the parties to the State Derivative Actions entered
Stipulation of Settlement (the “Stipulation” or “Settlement”) (attached hereto as Exhibit A);

WHEREAS, the Settlement is expressly conditioned on the dismissal with prejud
all other related derivative actions, including this action;

WHEREAS, on April 26, 2017, the State Court entered an order preliminarily appr
the Settlement;

WHEREAS, on July 18, 2017, after notice and hearing as set forth in the Stipulatig
State Court entered an order and judgment finally approving the Settlement (attached h
Exhibit B);

WHEREAS, the Parties have met and conferred and agree this action should be dij
with prejudice in accordance with the Settlement, with all Parties waiving all rights to g

from or with respect to any aspect of this action;
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NOW THEREFORE, IT IS HEREBY STIPULATED AND AGREED, by the Parties

hereto, through their undersigned counsel, pursuant to Rules 23.1(c) and 41(a)(1)(A)(i)

Federal Rules of Civil Procedure and subject to the Court’s approval, that:
-1-

STIPULATION AND [PROPOSED] ORDER CASE NO. 3:16-CV-00973-$
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1. This action shall be dismissed in #atirety with prejudice, with all Partie
waiving all rights to appeal from or with respect to any aspect of this action; and

2. Except as otherwise provided in the Settlement, each Party shall bear his,
its own costs, fees, and expenses, including attorneys’ fees.

IT 1S SO STIPULATED.

Dated: July 18, 2017 BOTTINI & BOTTINI, INC.

/s/ Francis A. Bottini, Jr.
Francis A. Bottini, Jr.

Albert Y. Chang

Yury A. Kolesnikov

7817 Ivanhoe Avenue, Suite 102
La Jolla, CA 92037
Telephone: (858) 914-2001
Facsimile: (858) 914-2002
fbottini@bottinilaw.com
achang@bottinilaw.com
ykolesnikov@bottinilaw.com

Attorneys for Plaintiff Andrew S. Bushkin
Dated: July 18, 2017 LATHAM & WATKINS LLP

/sl James K. ynch

James K. Lynch

Gavin M. Masuda

505 Montgomery Street, Suite 2000
San Francisco, CA 94111
Telephone: (415) 391-0600
Facsimile:(415 395-8095
jim.lynch@Iw.com
gavin.masuda@Iw.com

James E. Brandt

885 Third Avenue

New York, NY 10022
Telephone: (212) 906-1200
Facsimile: (212) 751-4864
james.brandt@Iw.com

Attorneys for Nominal Defendants PG&E
Corporation and Pacific Gas & Electric
Company
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Dated: July 18, 2017

Dated: July 18, 2017

SKADDEN, ARPS, SLATE,
MEAGHER & FLOM LLP

/s/ Any S. Park

Amy S. Park

Richard S. Horvath, Jr.

525 University Avenue, Suite 1400
Palo Alto, CA 94301

Telephone: (650) 470-4500
Facsimile:(650) 470-4570
amy.park@skadden.com
richard.horvath@skadden.com

Attorneys for Defendants Barry Lawson
Williams, Barbara L. Rambo, Maryellen C.
Herringer, Richard A. Meserve, Roger H.
Kimmel, Lewis Chew, David M. Lawrence,
Fred J. Fowler, Richard C. Kelly, Forrest E.
Miller, Rosendo Parra, and Anne Shen Smitl

McDERMOTT WILL & EMERY LLP

/s/ A. Marisa Chun

-3-

A. Marisa Chun

275 Middlefield Road, Suite 100
Menlo Park, CA 94025
Telephone: (650) 815-7400
Facsimile: (650) 815-7401
mchun@mwe.com

Steven S. Scholegro hac vice
227 West Monroe Street
Chicago, IL 60606
Telephone: (312) 372-2000
Facsimile: (312) 984-7700
sscholes@mwe.com

Charles E. Weir (SBN 211091)
2049 Century Park East, 38th Floor
Los Angeles, CA 90067
Telephone: (310) 277-4110
Facsimile: (310) 277-4730
cweir@mwe.com

Attorneys for Defendants Christopher P.
Johns, Kent M. Harvey, Dinyar B. Mistry, C.
Lee Cox, Peter A. Darbee, Anthony F. Earley

Jr., William D. Hayes, Geisha J. Williams, and

Nick Stavrgoulos
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I, Francis A. Bottini, Jr., am the ECF User whose ID and password are being used fo file
this Stipulation and [Proposed] Order of Voluntary Dismissal With Prejudice. In compliange

with Civil L.R. 5-1(i), | hereby attest that concurrence in the filing of this document has begn
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obtained from each of the other signatories.

/s/ Francis A. Bottini, Jr.

Francis A. Bottini, Jr.

[PROPOSED] ORDER

PURSUANT TO THE STIPULATION, IT IS SO ORDERED.

Dated: 7/19/17

Suaan. Mt

HONORABLESUSANILLSTON
WNITED STATES DISTRICT JUDGE

STIPULATION AND [PROPOSED] ORDER
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LATHAM & WATKINS LLP
James E. Brandpfo hac vicg
james.brandt@Iw.com
James K. Lynch (Bar No. 178600)
jim.lynch@Iw.com
505 Montgomery Street, Suite 2000
San Francisco, California 94111-6538
Telephone: +1.415.391.0600
Facsimile: +1.415.395.8095

LATHAM & WATKINS LLP
Robert W. Perrin (Bar No. 194485)
robert.perrin@Ilw.com
355 S. Grand Avenue
Los Angeles, California 90071-1560

Telephone: +1.213.485.1234
Facsimile: +1.213.891.8763

Attorneys for Nominal Defendants

PG&E Corporation anddeific Gas and Electric

Company

SUPERIOR COURT OF TH STATE OF CALIFORNIA
COUNTY OF SAN MATEO

PG&E SAN BRUNO FIRE
DERIVATIVE CASES

CASE NO. JCCP 4648-C
Stipulation of Settlement

Assigned to: Hon. Steven L. Dylina
Department: 7

Complaint Filed: October 18, 2010
Trial Date: None set

STIPULATION OF SETTLEMENT
CASE NO. JCCP 4648-C



© 00 N oo o b~ w N P

N N N N N N NN R P P R R R R R R
N~ o 0N WON P O © o N o 00NN wWw N PRk oo

28

LATHAMsWATKINSw

ATTORNEYS AT LAW
SAN FRANCISCO

r & "™ m o o W »

TABLE OF CONTENTS
Page

BACKGROUND ...cuiiiiii et e e e e et e e e et e e e e e e eaaneaees L1
TheSan Bruno FIr€ CaSES......ccouiiiiiiie ettt .1
Shareholder Demand by Grace MCGArVeY ...........ooouuuuuuuiiiiiiiiieeeeeeeeeeeeeeeeiiiiihs ]
TheSan Bruno Fire DerivatiVe CaseS........coooeiiiiiiiiiiiiiiiiiiiiieee e e e eeeeeeneeens 2
The Criminal ACHON .....oeeeeeee e w4
The Various Regulatory Aans and INvestigations ...........cccoeeevvvvieveeeiiiiiiininnnnnn. 5
Thelron WorkersFederal Derivative ACHON .........ooooveiiiiiiiiiiiiii e 7
TheTellardin State Derivative ACHION...........ooiviiiiiiiiiiiiee e .8
TheBushkinFederal Derivative ACLION.............uuuuiiiiiiiiiieee e .8
TheBushkinState Court Writ Proceeding ..........coovvvviiiiiiiiiiiinieeeeeeeeeeeeeeeeiiiiinens .9
The Litigation Progress and Extensive Settlement Negotiations......................| e 9
THE SLC'S POSITION REGARING THE SETTLEMENT..........cccvviiivnnnnnn. 10
PLAINTIFFS’ CLAIMS AND THE BENEFITS OF
SET T LEMENT L. r e et e e e e eaannd 11
DEFENDANTS’ DENIALS OF WRONGDOING AND
N ] | PP 13
TERMS OF STIPULATION AND AGREEMENT OF
SET T LEMENT L. r e et e e e e eaannd .13
1. DEfINITIONS. .. eeaeee .14
2 Settlement CoNSIAEratioN .........coooiiiiiiiiiiiiii e .. 19
3 Procedure for Implementing the Settlement ...........ccccoooiiiiiiiiiiiiiinn, .26
4 Dismissal of the Additional Derivative Cases ............ccoovvvveeeeviivvennnnnnnn. 27
5. Right to Withdraw fom the Settlement................ccoooiiiiiiiii 27
6 FEES aNd EXPENSES ....ccoviiiiiiiiiiiiie ettt e e e e e e e e e e e eaneeee e 2
7 REICASES. ... s v 3(
8 Effective Date of Settlement; Effect of Disapproval,

Cancellation, or Termination ...........cceuuuuiuuiiiiiir e 30
9. ATOINEYS  FEES ... e .31

STIPULATION OF SETTLEMENT

CASE NO. JCCP 4648-C



© 00 N o o -~ wWw N Pk

N NN N N N NN R B P R R R R R R
N~ o 0B W N B O © 0O N o 00 W N LB O

28

LATHAMsWATKINSw

ATTORNEYS AT LAW
SAN FRANCISCO

10.

Miscellaneous Provisions

STIPULATION OF SETTLEMENT
CASE NO. JCCP 4648-C

.32



STIPULATION OF SETTLEMENT

The parties to the consolidated shareholder derivative litigation currently pending in the
Superior Court of California, Saviateo County (the “Court”), captione&gan Bruno Fire
DerivativeCases, No. JCCP 4648-C, by and througlr tigorneys, have entered into the
following Stipulation of Settlement (“Settleméntsubject to the approval of the Court:

l. BACKGROUND
A. The San Bruno Fire Cases

Following the September 9, 2010 pipeline wrptin San Bruno, California, nearly 500

© 00 N oo o b~ w N P

individual plaintiffs filed persnal injury tort cases, which tl@&ourt consolidated therein as the

=
o

San Bruno Fire CaseSCCP No. 4648 (theSan Bruno Fire Cas&s In connection with these

[
[ERN

tort cases, PG&E Corporation (“PG&E Corpooati or the “Corporation”) and Pacific Gas and

=
N

Electric Company (the “Utility” and togetharnth PG&E Corporation, “PG&E”) admitted in

=
w

(1%}

December 2011 that “its use of transmission pipd.ine 132 beginning in 1956 with a defectiv

H
N

weld was negligent and this negligence was a proximate cause of the rupture of the pipe on

=
a1

September 9, 2010.” This admission helped facilgatdements, and PG&&ettled with nearly

=
(o]

all of the tort plaintiffs by September 2013. Th&n Bruno Fire Casdsave now been resolved.

[
\]

B. Shareholder Demand by Grace McGarvey

=
(0]

On October 4, 2010, PG&E Corporation received a letter from counsel to Grace

=
(o]

McGarvey, as Executrix for the EstateFsancis McGarvey, demanding, among other things,

N
o

that the Corporation’s Board Bfirectors conduct an investigien into alleged breaches of

N
=

fiduciary duty by PG&E’s directors and officardated to the San Bruno rupture. In response,

N
N

PG&E Corporation’s Board of Directors formad Evaluation Committee, which ultimately

N
w

recommended that the Board reject the dedriaut reserve the right to commence further

N
S

investigation or litigdon regarding the San Bruno ruptureadater point, if it deemed such

N
)]

investigation or litigdon appropriate. The Board unanimously adopted the recommendation of

N
»

the Evaluation Committee on February 16, 2011.

N
~

L All capitalized terms not othervasdefined earlier in this Stipation shall have the meanings
28 | ascribed in the Definitions Section hereof.
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C. The San Bruno Fire Derivative Cases

On October 18, 2010, former PG&E Corpton shareholder Saul Wollman filed a
shareholder derivative complaint in the Court captiovedlman v. Andrews, et aNo. CIV
499832 (Super. Ct. San MategyCfiled Oct. 18, 2010). Th&/ollmancomplaint generally
alleged that certain then-current and former P@ificers and directors bached their fiduciary
duties and that those breaclesasised the San Bruno rupture.

On May 26, 2011, the Court stay@éblimanuntil substantial completion of tHgan

Bruno Fire Cases While this stay was in effect, bamore plaintiffs, Hind Bou-Salman and

© 00 N o o -~ wWw N Pk

Martha Potiriades— both represented by cound®l had representedrt plaintiffs—filed

[ERN
o

separate shareholder derivative complaintp@uedly on behalf dPG&E, instituting cases

=
=

captioned as follows: (Bou-Salman v. Darbeet al., No. Civ-524283 (Super. Ct. San Mateo

[ERN
N

Cty. filed Sept. 23, 2013); and (Rptiriades v. Darbeget al., No. Civ-524281 (Super. Ct. San

[ERN
w

Mateo Cty. filed Sept. 23, 2013). These plaigtifike Wollman, alleged that certain then-

[ERN
N

current and former PG&E officers and directbreached their fiduciary duties, and that those

[ERN
(63}

breaches caused the San Bruno rupture. On September 23, 2013, the Court consolidated thes

[ERN
»

derivative actions as tl&an Bruno Fire Derivativ€ases, JCCP No. 4648-C (tHggh Bruno

[ERN
\l

Fire Derivative Cas€$ and temporarily stayed the constated action except for the purposes

[ERN
[o0]

of filing a consolidated complaint and engagin settlement discussions. A Consolidated

[ERN
(o]

Derivative Complaint was filed in th®an Bruno Fire Derivative Cases November 16, 2013.

N
o

On April 22, 2014, another shareholder, Lad&rini, filed a derivative complaint in a

N
[y

case captioneMarini v. Darbee, et aJ.No. Civ-528140 (Super. Ct. San Mateo Cty. filed

N
N

Apr. 22, 2014), which essentially mirrors the Colidated Derivative Complaint. Marini was

N
w

added as a named plaintiff to t8an Bruno Fire Derivative Cases May 7, 2014. On June 10,

N N
(62 B N

2 Because Mr. Wollman sold his PG&E Corpiwatshares and abandoned his complaint, the
Amended Consolidated Complaint dropped Wollraara plaintiff and named as plaintiffs Bou-
Salman, Potiriades, and Gary Sender odgeOrder After Hearing of December 18, 2014, at §
(finding that “theWollmanComplaint was abandoned priorthe filing of the November 2013
28 | Amended Consolidated Complaint . . . .").

N DN
N O
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2014, plaintiffs filed the Amended Consolidatedrivative Complaity adding allegations
related to the pending federal indictment against the Uti#ige infrag I.D.

On May 19, 2014, PG&E, joined by the individadfendants, filed a motion to continue
the stay of th&an Bruno Fire Derivative Casasd plaintiffs filed a motion to lift the stay. This
Court lifted the stay on August 4, 2014, for timeited purposes of allowing PG&E and the
individual defendants to demur to the Amen@mhsolidated Derivative Complaint. PG&E,
joined by the individual defendants, promptiked a Petition for Writ of Mandate (“Petition”) in

the California Court of Appeal kg the appellate coutd overturn this Court’s order lifting the

© 00 N o o -~ wWw N Pk

stay. The Court of Appeal did not rule on thé&itien at the time but requested to be informed

=
o

when this Court ruled on PG&E's atitk individual defendants’ demurrers.

-
=

PG&E and the individual defendants demurn@the Amended Consolidated Derivative

[ERY
N

Complaint on September 15, 2014. On Jan%aB015, following motion practice regarding the

=
w

appropriate board against which to assess demahty fuhis Court ordered plaintiffs to amend

=
SN

their complaint to attempt to plead demand futility as of November 2013, the date of the

[ERY
ol

Amended Consolidated Derivatié@mplaint. On February 2015, plaintiffs filed their Second

[ERY
(o)}

Amended Consolidated Derivative ComplairG&E and the individual defendants demurred on

-
\l

March 11, 2015. The Court overruled thosendeers in an order issued on August 28, 2015.

[ERY
oo

On September 3, 2015, in response to theiéle the Court ofAppeal temporarily

[ERY
©

stayed all proceedings in tls&an Bruno Fire Derivative Casegnding consideration of the

N
o

Petition. On December 8, 2015, the Court of Aplpgranted the Petition, commanding the Court

N
=

to set aside and vacate its August 4, 2014raadd to enter a new order staying 8an Bruno

N
N

Fire Derivative Case$pending conclusion of the federal criminal proceedings.” This Court

N
w

ordered the required stay on December 22, 2015.

N
N

On November 17, 2015, PG&E Corporation’saBa of Directors adopted a resolution

N
(6]

appointing a special litigation committee of Beard (the “Special Litigation Committee” or

N
»

“SLC”) to “(1) review, investigate, analyzené evaluate the matters raised in the Shareholder

N
~

Derivative Claims, (2) reach its own concluss, (3) determine what actions, if any, the

28 || Company should take, and (4) commence, prosetautainate, and/or compmise, or take any

LATTAMawiTEUNS-u STIPULATION OF SETTLEMENT

SAN FRANCISCO 3 CASE NO JCCP 4648'C
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steps the Board could takedause the Utility to commenger,osecute, terminate, and/or
compromise, any pending or future litigatiothatang to the Shareholder Derivative Claims and
all related matters[.]” The Special Litigation Corntit@e consists of directors Fred J. Fowler,
Richard C. Kelly, and Anne Shen Smith.

D. The Criminal Action

On April 1, 2014, the United States Attorne@$fice for the Norhern District of

California filed a criminal indictment against thiility in the United States District Court for
the Northern Districof California (the “Fedral Court”) captionetUnited States v. Pacific Gas
and Electric CompanyNo. 3:14-cv-00175 (N.D. Cal.) (tH€riminal Action”), followed by a
superseding indictment on July 30, 2014. Tiygesseding indictment alleges twenty-seven
counts of knowing and willful violations of éhNatural Gas Pipeline Safety Act (49 U.S.C.
8§ 60123), as well as one count for obstructioarfnvestigation by theational Transportation
Safety Board (18 U.S.C. § 1505). The Federal Cdismissed fifteen of these counts prior to
trial. The Federal Court also dismissed the rli¢ive Fines Act allegations related to alleged
losses prior to trial. No Settling Defendanbr was a party to the Criminal Action.

Trial in the Criminal Action began afune 17, 2016. On July 26, 2016, just before
closing arguments, the Government dismissedn@natount, leaving twelveounts for the jury.
The jury began deliberating on July 27, 2016. Betbegjury returned itgerdict, the Federal
Court dismissed the Alternative Fines Act gereing allegations related to alleged gains on
August 2, 2016 on the Government’s motion. QrgAst 9, 2016, the jury returned its verdict,
finding the Utility guilty as to st counts and not guilty as to sieunts. Specifically, the jury
found the Utility guilty of five counts of viotang the federal Pipeline Safety Act related to
integrity management and one count of obsingca National Transportation Safety Board
proceeding. The jury acquitted the Utility of soumts related to recordkeeping under the
Pipeline Safety Act. The Utilitfiled a motion for a judgment @fcquittal pursuant to Rule 29 of
the Federal Rules of Criminal Procedure argAst 16, 2016 (the “Rule 29 Motion”), requesting
that the Federal Court overtutme jury’s verdict as to thexsguilty counts. The Government

filed an opposition to that motion on Septen13, 2016, and the Utility filed its reply on

STIPULATION OF SETTLEMENT
CASE NO. JCCP 4648-C



September 27, 2016. The Federal Court detiiedRule 29 Motion in an Order dated
November 17, 2016. On November 18, 2016, PG&E announced that the Utility did not intend tc
appeal the conviction on the five Pipeline $afct counts. A sentencing hearing began on
January 23, 2017 and was continued to January 26, 2017. During the January 26, 2017
sentencing hearing, the Federalu@t sentenced the Utility tofeve year probation term and
ordered the Utility to pay a statutory fimethe amount of three million dollars ($3,000,000.00)
or five hundred thousand dollars ($500,000) per count of conviction, as well as a special

assessment of two thousand four hundred dol&#200.00). The Federal Court also imposed

© 00 N o o -~ wWw N Pk

additional conditions, including tHellowing: (i) the establishmerof a third party monitor and

=
o

development of an effective compliance and ethics program consistent with the goals outlined i

-
=

United States Sentencing GuidelinSection 8B2.1; (ii) a reqement that the Utility publicize

[ERY
N

its criminal conviction in newspapers and tetawn advertisements; and (iii) the performance of

=
w

10,000 hours of community servigaecluding 2,000 hours by high-leMpersonnel, as defined in

=
SN

the commentary of United States Sentencingl@ines Section 8A1.2. Judgment has not yet

=
(6]

been entered in the Criminal Action.

[ERY
(o)}

E. The Various Regulatory Actions and Investigations

-
\l

Various regulatory actions have also begtated against PG&E since the San Bruno

[ERY
oo

rupture. These actions include, lawé not limited to, the following:

[ERY
©

e Order Instituting Investigation on the Commission’s Own Motion into the

N
o

Operations and Practices of Pacific &and Electric Company to Determine

N
=

Violations of Pub. Util. Code § 45General Order 112, and Other Applicable

N
N

Standards, Laws, Rules and Regulations in Connection with the San Bruno

N
w

Explosion and Fire on September 9, 20l@estigation No. 12-01-007 [San

N
N

Bruno Oll];

N
(6]
°

Order Instituting Investigation on the Commission’s Own Maotion into the

N
»

Operations and Practices of Pacific Gasd Electric Company with Respect to

N
~

Facilities Records for its Naturgbas Transmission System Pipelines

28 Investigation No. 11-02-016 [Gasdnsmission Recordkeeping Oll];

LATHAMsWATKINSw STIPULATION OF SETTLEMENT
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Order Instituting Investigation on ¢hCommission’s Own Motion into the
Operations and Practices of Pacific &and Electric Company’s Natural Gas
Transmission Pipeline System inclations with High Population Densijty
Investigation No. 11-10809 [Class Location Oll];

Order Instituting Investigation and Ordeg Pacific Gas & Electric Company to
Appear and Show Cause Why It Should Bk Sanctioned for Violations of
Article 8 and Rule 1.1 of the RulesRyhctice and Procedure and Public Utilities
Code Sections 1701.2 and 17Q1r8/estigation No. 15-11-015 [Ex Parte Oll];
Order Instituting Investigation And Ord& Show Cause on the Commission’s
Own Motion into the Operations and Practices of Pacific Gas and Electric
Company with Respect to Facilitieed®rds for its Natural Gas Distribution
System Pipelingsnvestigation No. 1.14-11-008 & Distribution Recordkeeping
oIy,

Order Instituting Rulemaking on the Commission’s Own Motion to Adopt New
Safety and Reliability Reaatlons for Natural Gas Transmission and Distribution
Pipelines and Related Ratemaking MechanjsRutemaking No. 11-02-019
[Pipeline Safety Enhancement Plan];

Application of Pacific Gas and Electri@ompany Proposing Cost of Service and
Rates for Gas Transmission and Storage Services for the Period of 2015-2017
and Related MatterApplication No. 13-12-012mal Investigation No. 14-06-016
[2015 GT&S Rate Case (ALJ Assignment Fines and Disallowances)];

Order Instituting Investigation on the Commission’s Own Motion to Determine
Whether Pacific Gas & ElectriCompany and PG&E Corporation’s
Organizational Culture and Governance Prioritize Safétyestigation No. 15-
08-019 [Safety Culture Oll];

Citation No. ALJ-274 2012-01-001 IssuedRacific Gas and Electric Company
for Violations of General Order 112-E [Citation for Failure to Conduct Leak

Surveys on Distribution Mains];

STIPULATION OF SETTLEMENT
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e Citation No. ALJ-274 2014-11-001 Issued by the Safety and Enforcement
Division [Carmel-By-The-8a Explosion Citation];
e Application of Pacific Gas and EleatriCompany for Authority, Among Other
Things, to Increase Rates and Charge$Hilectric and Gas Service Effective on
January 1, 2014 (U39MApplication 12-11-009 [Genal Rate Case (GRC), filed
November 15, 2012];
e Application of Pacific Gas and Electric Company to Update Pipeline Safety
Enhancement Plan (U39CGApplication 13-10-017 [BEP Update Case, filed
October 29, 2013]; and
e any other regulatory action, omgénvestigation or citatin related to gas pipeline
safety following the San Bruno ruptureciading those referenced in (i) the
pleadings filed by the Settling Plaintiffs, the plaintiffs in the Additional Derivative
Cases, former PG&E shareholder.Mfollman, and (ii) any shareholder
investigation or books and records demaselved on the Board of Directors of
the PG&E Corporation, inatling the McGarvey demandge supr& 1.B.) and
the Bushkin demandée infra8 1.1,).
(the “Regulatory Proceedings”).
F. The Iron Workers Federal Derivative Action
On February 7, 2013, PG&E Corporation gherider Iron Workers Mid-South Pension
Fund (“Iron Workers”) filed a shaholder derivative complainth@g “Iron Workers Complaint”)
in Federal Court, instituting the action captiotexh Workers Mid-South Pension Fund v.

Johns No. C 13-00550 SC (N.D. Cal.) (th#én WorkersFederal Derivative Action”). The

—F

Iron Workers Complaint asserts breach of fidociduty claims against Christopher Johns, Ken
Harvey, Dinyar Mistry, C. Lee Cox, Peter Darbee, Barry Williams, David Andrews, Barbara
Rambo, Maryellen Herringer, Richard MesgriRoger Kimmel, Lewis Chew and David
Lawrence. Iron Workers did not make a deman®@&E’s Board of Directors and alleges in
its complaint that such a demand would haventfatile. On April 15, 2013, the Federal Court

stayed thdéron WorkersFederal Derivative Actiopending resolution of th®an Bruno Fire

STIPULATION OF SETTLEMENT
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Casesand theSan Bruno Fire Derivative Casess of September 30, 2016, that stay remains in
place pending conclusion of the Criminal Action.

G. The Tellardin State Derivative Action

On June 5, 2015, PG&E Corporation shardanlBruce Tellardin, filed a shareholder
derivative complaint (the “Tellardin Complainit) the Superior Court of California, San Mateog
County, instituting the action caption@dllardin v. Earley, et al.No. CIV-534119 (Super. Ct.
San Mateo Cty.) (theTellardin State Derivative Action”). The Tellardin Complaint asserts
breach of fiduciary duty claims against Anthdegrley, Christopher Johns, Dinyar Mistry, Kent
Harvey, Peter Darbee, C. Lee Cox, Richsleserve, Rosendo Parra, Maryellen Herringer,
Roger Kimmel, Forrest Miller, Barbara Rambo, Barry Williams, Lewis Chew, Fred Fowler and
Richard Kelly. Unlike plaintiffs in th&an Bruno Fire Derivative CaseBellardin made a pre-
suit litigation demand on PG&E’s Board of Daters. Tellardin alleges that his demand was
wrongfully refused. Thé&ellardin State Derivative Action is not consolidated with Sen
Bruno Fire Derivative Case®ut is before the same Department of this Court for all purposes.
The parties to th&ellardin State Derivative Action have agreediiwthe approval of the Court,
to extend the deadline for defendants’ response to the complaint until 30 days after entry of an
order lifting the stay in th8an Bruno Fire Derivative Cases

H. The Bushkin Federal Derivative Action

On February 27, 2016, PG&E Corporatgirareholder Andrew Bushkin, filed a
shareholder derivative complaint (the “Bushkinn@uaint”) in Federal Court, instituting the
action captioned®ushkin v. Rambo, et.aNo. 3:16-cv-00973-SI (N.D. Cal.) (th&tishkin
Federal Derivative Action”). The Bushkin complaasserts breach of fiduciary duty claims
against C. Lee Cox, Peter Darbee, Anthony Earley, Kent Harvey, Christopher Johns, William
Hayes, Geisha Williams, Nick Stavropoulos, Dinyar Mistry, Barbara Rambo, Lewis Chew, Fred
Fowler, Maryellen Herringer, Richard Kelly, Rogéimmel, David Lawrence, Richard Meserve,
Forrest Miller, Rosendo Parra, Anne Shen SmithBaaty Williams. Bushkin’s core allegations

are similar to allegations in ttf&an Bruno Fire Derivative Case8ushkin also failed to make a

pre-suit litigation demandn PG&E’s Board of Directors and alleges that such a demand would

STIPULATION OF SETTLEMENT
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have been futile. The parties to BeashkinFederal Derivative Action have agreed with the
approval of the Federal Court to stay the actidra“eminimum, pending conclusion of the trial in
the Criminal Action.”

l. The Bushkin State Court Writ Proceeding

On May 23, 2016, Bushkin sent a letter to PG&&rporation requesting an inspection of
books and records pursuant to Section 1&fthe California Corporations Code
(“Section 1601"). The stated purpose of BustkiSection 1601 demand was to investigate
potential mismanagement and breaches of fidudaties at PG&E, inciding related to the San
Bruno rupture.

On June 20, 2016, Bushkin filed a Verifiediien for Writ of Mandate seeking to
enforce his alleged Section 1601 right to inspleetaccounting books and records of PG&E in
the Superior Court of California, San Francisco County (the “Bushkin Petition”). PG&E
Corporation simultaneously demurred and movestdg the Bushkin Pi&bn and the Superior
Court of California, San Frarsgo County, stayed the matter pergdresolution of the Criminal
Action in an order dated August 29, 2016.

J. The Litigation Progress and Extensive Settlement Negotiations

Although this matter has not progressed intonfal discovery, Settling Plaintiffs have
access to all documents angbdsitions generated in tf8an Bruno Fire Casedn addition,
PG&E has voluntarily produced additional documéatthe Settling Plaintiffs in connection
with the below-described mediation efforfBhese documents included documents such as
minutes, agendas and other materials oPG&E boards of directors and their various
committees, and other materials respom$o Settling Plaintiffs’ requests.

As to the legal merits of Settling Plaintiffslaims, the parties hawexpended significant
time and resources litigating two rounds ofrderers, briefing the Court on complex related
issues arising under California law, and briefingtions to stay the litigation. Indeed, although
the first demurrers were filed on September2(8.4, because of the extensive briefing this
Court received and careful considtion it gave, the demurresgere not finally resolved until

August 28, 2015.

STIPULATION OF SETTLEMENT
CASE NO. JCCP 4648-C



Counsel for the Settling Parties engaged tem@sive efforts to resolve the shareholder
derivative actions, including three separate ol sessions. The first mediation was held in
May 2014 before the Honorable Zerne P. HaningREt.) and the Honorable Edward A. Panelli
(Ret.) in San Francisco, Califua. The second mediation wiasld in September 2015 before
Justices Haning and Panelli. Neither medratvas successful. barly fall 2016, the parties
discussed efforts to reach a global resolution of the shareholder derivative actions, and ultimate
agreed to participate in a maton in San Francisco, Californiagfore the Honorable Daniel R.

Weinstein (Ret.), with Justices Haning and Hlaae advisors. The Settling Parties scheduled

© 00 N o o -~ wWw N Pk

the mediation before Judge Weinstein and Jestitaning and Panelli for December 8 and 9,

=
o

2016. Prior to the mediation, the Settling Parégchanged mediation briefs on December 1,

-
=

2016.

[ERY
N

On December 8 and 9, 2016, the SettlingiPsuparticipated in a two-day mediation

=
w

session in San Francisco. Substantial nagohs took place tlmughout the two days, and

=
SN

numerous settlement offers and counteroffeese exchanged. Although the Settling Parties

=
(6]

made substantial progress towards reaching agreement on a number of settlement terms,

[ERY
(o)}

including a settlement amount to be prdPG&E Corporation and corporate governance

-
\l

reforms, no settlement was reached at that tifriee Settling Parties continued their negotiations

[ERY
oo

in the days and weeks following the mediatiod after extensive, arm’s-length negotiations

[ERY
©

reached agreement in principle on material efon a settlement amount funded by insurers to

N
o

be paid to PG&E Corporation andrporate governance therapeutics.

N
=

At the time the Settling Parties executh Stipulation for Settlement of ti8an Bruno

N
N

Fire Derivative Casedhe Settling Parties had not yet disatthe amount ottarneys’ fees to

N
w

be paid to Settling Plaintiffs’ Counselrfthe benefit conferred upon PG&E through the

N
N

Settlement.

N
(6]

I. THE SLC’S POSITION REGARDING THE SETTLEMENT

N
»

The SLC and its Independent Counsel haweo way endorsed any of the Settling

N
~

Parties’ claims or defenses in t8an Bruno Fire Derivative Casesnd have not participated in

28 || or assisted pursuit of the claimsdefenses asserted thereirt, the SLC has carefully reviewed
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the merits of such claims and defenses inhigggits decision to unaniously approve the terms
of the Settlement as being fair and reasonabtkin the best interests of PG&E and its
shareholders. In reaching this determioatithe SLC and the SLC’s Independent Counsel
(1) reviewed and analyzed the filings in than Bruno Fire CasetheSan Bruno Fire
Derivative Caseghe Criminal Action, the Regulatory Proceedings, and the Additional
Derivative Cases; (2) prepared for and condluiateltiple meetings to review the facts and
evidence underlying th®an Bruno Fire CasesheSan Bruno Fire Derivative Casebe

Criminal Action, the Regulatory Proceedings, arel Aldditional Derivative Cases; (3) reviewed

© 00 N o o -~ wWw N Pk

presentations made by counsehlicof the named parties in tis&an Bruno Fire Derivative

[ERN
o

Cases(4) researched the applicable law with respecthe claims asserted (or which could be

=
=

asserted) in the shareholder derivative actaotsthe potential defenstteereto and considered

[ERN
N

the costs and risks associated with the puddistich claims; (5) researched corporate

[ERN
w

governance issues; (6) attended the December 8 argtliation session; (7) analyzed the cost

[ERN
N

benefit of a possible settlementtbé claims asserted in t&an Bruno Fire Derivative Cases

[ERN
(63}

and the Additional Derivative Cases; and (8) conferred with Judge Weinstein and Justices

[ERN
»

Haning and Panelli, the Settling Plaintiffs’ Coehghe Settling Defendants’ Counsel, PG&E’s

[ERN
\l

Counsel, and the Settling Defendants’ insurance carriers in connection with the mediation.

[ERN
[o0]

.  PLAINTIFFS’ CLAIMS AND TH E BENEFITS OF SETTLEMENT

[ERN
(o]

As discussed above, Settling Plaintiffs’ Counsel has access to all documents produced k

N
o

PG&E and all depositions generated in & Bruno Fire Casedn addition, PG&E has

N
[y

voluntarily produced additional documents to 8wdtling Plaintiffs in connection with the

N
N
=

above-described mediation efforts. These documents included minutes, agendas and othe

N
w

materials of the PG&E boards of directors and their various committees, and other material

[72)

N
N

responsive to Settling Plaintiffs’ requests.

N
(6]

In addition to benefiting from discovery datly from PG&E, Settling Plaintiffs’ Counsel

N
»

have analyzed data from manyet sources specific this matter, including, but not limited to:

N
~

(1) reviewing and analyzing PG&E’s public figs with the U.S. Securities and Exchange

28 | Commission (“SEC”), press releases, announcemeatsscripts of investor conference calls,
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and news articles; (2) reviewing extensive publings by the California Public Utilities
Commission on issues relatedth@ San Bruno rupture; (3)viewing securities analyst,
business, and financial media reports about P@8&dEthe industry; (4) veewing and analyzing
filings in theSan Bruno Fire Caseand the Criminal Action; (5) researching the applicable law
with respect to the claims asserted (or whighld be asserted) in the shareholder derivative
actions and the potential defenses ther@presearching corporate governance issues;

(7) researching, drafting, and filing complaintelaopposition to demurrers and motions to stay;

(8) preparing settlement demands and mediatatements; (9) attending the above-described

mediation sessions; and (10) engaging in mediatiscussions with counsel for the SLC, PG&L

and the Settling Defendants.

Settling Plaintiffs’ Counsel beliewhat the claims asserted in tBan Bruno Fire
Derivative Casebave merit and that thamvestigation supports thredaims asserted. Without
conceding the merit of any of the Settling Deferdamefenses, and in liglaf the benefits of
the Settlement as well as to avoid the po#diytprotracted time, expense, and uncertainty
associated with continued litigan, including potential trial(SAnd appeal(s), Settling Plaintiffs
have concluded thatig desirable that th®an Bruno Fire Derivative Caséeg fully and finally
settled in the manner and upon the terms and condisiet forth in this Stipulation. Settling
Plaintiffs and Settling PlaintiffsCounsel recognize the signifidamsk, expense, and length of
continued proceedings necessary to prosecut8ahaéBruno Fire Derivative Casagainst the
Settling Defendants through trial(s) and through fssppeal(s). Settlg Plaintiffs’ Counsel
have also taken into accounethncertain outcome and the rigkany litigation, especially
complex litigation such as ti&an Bruno Fire Derivative Casess well as the difficulties and
delays inherent in such litigation. Basedteair evaluation, and ilght of what Settling
Plaintiffs’ Counsel believe tbe the significant benefits carfed upon PG&E and the Current
PG&E Shareholders as a resuflthe Settlement, Settling Ptaiffs and Settling Plaintiffs’
Counsel have determined that the Settlementtisarbest interests of Settling Plaintiffs, PG&E,
and the Current PG&E Shareholders, and have agreed to seflaniBruno Fire Derivative

Caseaupon the terms and subject te ttonditions set forth herein.

STIPULATION OF SETTLEMENT
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In addition, the three mediators who presidedr the partieextensive mediation
efforts—the Honorable Zerne P. Haning Il (Reth)e Honorable Edward A. Panelli (Ret.), and
the Honorable Daniel Weinstein (Ret.)—each hawecluded that the proposed Settlement is
fair and reasonable. Each of these mediatorgngi&a with the claims at issue in this case, as
well as the risks to all parties obntinuing to litigate the claims.

V. DEFENDANTS’ DENIALS OF WRONGDOING AND LIABILITY

Settling Defendants have denied and curgito deny that they have committed or
attempted to commit any violations of law, angdrhes of fiduciary duty owed to PG&E, or any
wrongdoing whatsoever and exprgssiaintain that they diligely and scrupulously complied
with any and all fiduciary and le¢r legal duties. However, &void the costs, disruption and
distraction of further litigatiorand without admitting that Settly Plaintiffs have standing to
bring any claims in th&an Bruno Fire Derivative Casebe validity of anyallegation made in
the San Bruno Fire Derivative Casesr any liability with respect thereto, Settling Defendants
have concluded that it is dedita that the claims against thdra settled and dismissed on the
terms reflected in this Stipulation.

Neither this Stipulation, nomg of its terms or provisions, nor entry of the Judgment, nor
any document or exhibit attached to or refeteedh this Stipulabn, nor any action taken to
carry out this Stipulation, is or may be constroe used as evidence of the validity or merit of
any of the Released Claims, or as an admissiar hgainst any Settling Bendant of any fault,
wrongdoing, or concession of liability whatsoever.

TERMS OF STIPULATION AND AGREEMENT OF SETTLEMENT

NOW, THEREFORE, IT IS HEREBY SPULATED AND AGREED, by and among
the undersigned counsel for the Settling Partiespisideration of the benefits flowing to the
parties from the Settlement, and subjedthe approval of the Court, that t8Ban Bruno Fire
Derivative Caseand the Released Claims shall belfjnand fully compromised, settled, and
released, and that ti8an Bruno Fire Derivative Casehall be dismissed with prejudice, with
full preclusive effect, as to all Settling Partiappn and subject to the terms and conditions of

the Stipulation, as set forth below.

STIPULATION OF SETTLEMENT
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1. Definitions
As used in this Stipulation, the following terms have the meanings specified below:

1.1  “Action” or the ‘San Bruno Fire Derivative Caseshall mean the actions
consolidated as th®an Bruno Fire Derivative Case¥CCP No. 4648-C (Super Ct. San Mateo
Cty.).

1.2  “Additional Derivative Cas® means, collectively, thieon-Workers
Federal Derivative Action, thBushkinFederal Derivative Action, théellardin State Derivative
Action, and théBushkinPetition.

1.3 “Board” means the PG&E Corporation Board of Directors.

1.4  “Court” means the Superior Court of California, San Mateo County.

1.5 “Criminal Action” meandJnited States v. Pacific Gas and Electric
CompanyNo. 3:14-cv-00175 (N.D. Cal.).

1.6  “Current PG&E Shareholders” means, parposes of this Stipulation, any
Persons who owned PG&E Corporation common sgsc&f the date of this Stipulation and who
continue to hold their PG&E Corporation cormmstock as of the date of the Settlement
Hearing.

1.7  “Effective Date” means the date byiatall of the events and conditions
specified in paragraph 8.1 herdiave been met and have occurred.

1.8 “Fee and Expense Award” means any sum paid to Settling Plaintiffs’
Counsel for attorneys’ fees and expenses asnamnd by this Court fathe benefits conferred
upon PG&E by the Settlement.

1.9 “Final” means the time when a judgment that has not been reversed,
vacated, or modified in any way is no longeljsat to appellate review, either because of
disposition on appeal and cdunsion of the appellate peess (including potential writ
proceedings) or because of passagthout action, of time for se&lg appellate or writ review.
More specifically, it is that siition when (1) either no appealpetition for review by writ has
been filed and the time has pasfmtany notice of appeal or writ figon to be timely filed from

the Judgment; or (2) if an appéwls been filed, the court appeal has either affirmed the

STIPULATION OF SETTLEMENT
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Judgment or dismissed that appeal and the time for any reconsidenaturther appellate
review has passed; or (3) a higleeurt has granted further appétiaeview and that court has
either affirmed the underlying Judgment or affirntled court of appeal’s decision affirming the
Judgment or dismissing the appeal or writ pegting, and the time for any reconsideration or
further appellate review has passed.

1.10 “Judgment” means the final orderd judgment to be rendered by the
Court, substantially in the form attached hereto as Exhibit B.

1.11 “Notice” means the Notice of Pendency and Proposed Settlement of

© 00 N o o -~ wWw N Pk

Shareholder Derivative Actionubstantially in the form oExhibit A-1 attached hereto.

[ERN
o

1.12 *“Order Concerning the Proposed Settlement” means the Order to be entere

=
=

by this Court, substantially in the foraf Exhibit A attached hereto, includinigter alia,

[ERN
N

preliminarily approving the termsd conditions of the Settlementset forth in this Stipulation,

[ERN
w

directing that Notice be provided to Current PG&E Sharehqgldexs scheduling a Settlement

[ERN
N

Hearing to consider whether the Settlemédrtidd be finally approved, whether the Fee and

[ERN
(63}

Expense Award should be finally approved arether the Judgment should be entered.

[ERN
»

1.13 *“Person” or “Persons” means adiindual, corporation, limited liability

[ERN
\l

corporation, professional corgtion, partnership, limitegartnership, limited liability

[ERN
[o0]

partnership, association, joint skooompany, estate, legal repretsgive, trust, unincorporated

[ERN
(o]

association, government or any pati subdivision or agency thereof, and any business or legal

N
o

entity, and their spouses, heirs, predecessors, successors, representatives, or assignees.

N
[y

1.14 *“PG&E” or “Nominal Defendants” means, collectively, PG&E

N
N

Corporation and the Utility, andatudes all of their subsidiaries, predecessors, successors and

N
w

affiliates.

N
N

1.15 “PG&E Corporation” or the “Corpation” means PG&E Corporation, a

N
(6]

publicly traded California corporation headquartere8an Francisco, California.

N
»

1.16 “PG&E’s Counsel” means Latham & Watkins LLP.

N
~

1.17 “Plaintiffs in the Additional Deriveave Cases” means PG&E Corporation

28 || shareholders Andrew Buslmkilron Workers Mid-South Peiost Fund, and Bruce Tellardin.
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Mo Faarscn. 15 CASE NO. JCCP 4648-C



© 00 N o o -~ wWw N Pk

N NN N N N NN R B P R R R R R R
N~ o 0B W N B O © 0O N o 00 W N LB O

28

LATHAM=WATKINSw
ATTORNEYS AT LAW
SAN FRANCISCO

1.18 “Related Persons” means each Beason’s immediate family members
and current, former, or future parents, subsidiaassociates, affiliates, partners, joint venturers,
officers, directors, principals, shareholdengmbers, agents, representatives, employees,
attorneys, financial or investment advisarsnsultants, accountants, investment bankers,
commercial bankers, trustees, engineers, insurersisurers, reinsurg, heirs, assigns,
executors, general or limited pants®r partnerships, personallegal representatives, estates,
administrators, predecessors, si$soes, advisors, and/or any otiedividual or entity in which
a Person has or had a controlling interest or wisicn was related to or affiliated with a Person.

1.19 “Released Claims” means any ancckims, rights, demands, obligations,
controversies, debts, damages, losses, causesiah and liabilitie®f any kind or nature
whatsoever, whether in law or equity, iding both known claims and Unknown Claims,
suspected or unsuspected, accrued or unaccruedgthaig point from the beginning of time to
the Effective Date of the Settlement, whiclvéd®een or could have been asserted by any
Releasing Person, or any PG&E Corporatioarsholder on PG&E’s behalf, against any
Released Person, arising out of or relatingnig manner to any facts, matters, transactions,
conduct, omissions or circumstances that (1) wemuld have been alleged, in the San Bruno
Fire Derivative Cases or the Additial Derivative Cases, or (2) meeor are the subject of any of
the actions or proceedings idergdiin Section | of this Stipuf@n or are based in whole or in
part on any matter (including without limitatiodl, @actions and proceedings identified in Section
| of this Stipulation and any other action or proceeding bygawgrnmental or regulatory body)
that has been publicly disded by any means, including, imat limited to, by press report,

regulatory body or company disclosure, on dolethe entry of Judgment in the Action.

1.20 “Released Persons” means each and all of: (i) the Settling Defendants ant

their Related Persons; (ii) the current and forofécers, directors and employees of PG&E, and
each and all of their Related Persand (iii) PG&E and its Related Persons.
1.21 “Releasing Persons” means each andfal(i) the Settling Plaintiffs, the

Plaintiffs in the Additional Derivative Cas@nd each and all dfeir Related Persons;

STIPULATION OF SETTLEMENT
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(i) PG&E; (iii) each and all of th past and present shareholdd#rBG&E in their capacity as
shareholders of PG&E or arising fraheir share ownership; and (iv) the SLC.

1.22 *“Settling Defendants” means, cotigely, the Settling Outside Director
Defendants and the Settling Officer Defendants.

1.23 *“Settling Officer Defendants” means C. Lee Cox, Peter Darbee, Anthony
Earley, Kent Harvey, William Hayes, Cktopher Johns, Thomas King, Dinyar Mistry, Bill
Morrow, Nick Stavropoulos, and Geisha Williams.

1.24 *“Settling Officer Defendants’ Counsel” means McDermott, Will & Emery
LLP.

1.25 *“Settling Outside Director Defendants” means David Andrews, Leslie
Biller, Lewis Chew, David Coulter, Fred Faav] Maryellen Herringer, Richard Kelly, Roger
Kimmel, David Lawrence, RichdrMeserve, Mary Metz, ForreBtiller, Rosendo Parra, Barbara
Rambo, Anne Shen Smith and Barry Williams.

1.26 *“Settling Outside Directors’dlinsel” means Skadden, Arps, Slate,
Meagher & Flom LLP.

1.27 *“Settling Parties” means, collectiyeeach of the Settling Plaintiffs (on
behalf of themselves and derivatively on belbdPG&E), the SLC, PG&E, and the Settling
Defendants.

1.28 *“Settling Plaintiffs” means, collectively, Hind Bou-Salman, Gary Sender
Martha Potiriades and Louis Marini.

1.29 *“Settling Plaintiffs’ Counsel” means: (i) Cotchett, Pitre & McCarthy,
LLP; and (ii) Hagens Berman Sobol, Shapiro LLP.

1.30 “Settlement” means the settlement documented in this Stipulation.

1.31 “Settlement Hearing” means a hearing by this Court to review this
Stipulation and determine whethée Settlement should be flyaapproved, whether the Fee
and Expense Award should badily approved and whetherelJudgment should be entered.

1.32 *“Special Litigation Committee” or “SLC” means the Special Litigation

Committee appointed by November 17, 2@d&ard resolution, empowering the SLC to
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“(1) review, investigate, analyze, and evalusiee matters raised in the Shareholder Derivative
Claims, (2) reach its own conclusions, (3) deteemwhat actions, if any, the Company [defined
as PG&E Corporation] should take, anfl ¢dmmence, prosecute, terminate, and/or

compromise, or take any steps tBoard could take to cause the Utility [defined as Pacific Gas

U

and Electric Company] to commence, prosecutejiteate, and/or compromise, any pending or
future litigation relating to the Shareholder Derivative Claims and all related matters[.]” The
SLC consists of directors Fred J. FowlRrichard C. Kelly, and Anne Shen Smith.

1.33 “SLC’s Independent Counsel” means Gibson, Dunn & Crutcher LLP.

1.34 “Summary Notice” means the Summary Notice of Pendency and Proposec

Settlement of Shareholder Deriie Action, substantially in thiarm of Exhibit A-2 attached
hereto.

1.35 “Utility” means Pacific Gas and &dtric Company, a wholly-owned
subsidiary of PG&E Corp. and an electric and gas utility servicing Northern and Central
California.

1.36 “Unknown Claims” means any and akichs that were alleged or could
have been alleged in the Action or in the Adbghal Derivative Casesy Settling Plaintiffs or
that could potentially have been alledgsdthe SLC, PG&E, or any PG&E shareholder
derivatively on behalf of PG&E, imading claims which he, she, @rdoes not know or suspect
to exist in his, her, or its favat the time of the release oktReleased Persons, including claims
which, if known by him, her, or it, might have affedthis, her, or its decision to settle or the
terms of his, her or its settlement with ani@ase of the Released Persons, or might have
affected his, her, or its deasi not to object to this Settlement. With respect to any and all
Released Claims, the Settling Parties stigudatd agree that, upon the Effective Date, the
Settling Plaintiffs, PG&E and the SLC shall eagsly waive, and all other Releasing Persons by
operation of the Judgment shall have expresslyadathe provisions, rights, and benefits of

California Civil Code 81542, which provides:

A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS
WHICH THE CREDITOR DOESNOT KNOW OR SUSPECT
TO EXIST IN HIS OR HER FAVOR AT THE TIME OF

STIPULATION OF SETTLEMENT
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EXECUTING THE RELEASE, WHICH IF KNOWN BY HIM
OR HER MUST HAVE MATERIALLY AFFECTED HIS OR
HER SETTLEMENT WI'H THE DEBTOR.

The Settling Parties acknowledge that they magalier facts in additioto or different from
those now known or believed to be true by theith wespect to the Released Claims, but it is the
intention of the Settling Parties to complgteLllly, finally, and forever compromise, settle,
release, discharge, and extinguish anyalhdf the Released Claims known or unknown,
suspected or unsuspected, contingent or absaloteued or unaccrued, apparent or unapparent,

which now exist, or heretofore existed, onnmeereafter exist, angithout regard to the

© 00 N o o -~ wWw N Pk

subsequent discovery additional or different facts.

[ERN
o

2. Settlement Consideration

=
=

2.1  Settlement Amount. In considerationtioé¢ Settlement, and subject to the

[ERN
N

terms and conditions of this Stipulation, the Settling Defendants shall cause to be paid by their

[ERN
w

insurance carriers ninety million dollars ($90,000,000i0@)nrestricted funds (the “Settlement

[ERN
N

Amount”) to PG&E Corporation whtin eleven (11) business daystbé entry of the Judgment in

[ERN
(63}

all material respects in the forset forth as Exhibit B attached hereto. Such payment shall be due

[ERN
»

regardless of the existence of appeals or objections to any aspef the Settlement, including

[ERN
\l

without limitation any appeals a@bjections to the Settlementat§ the Court’s approval of any

[ERN
[o0]

Fee and Expense Award or the Court’s appro¥ahny allocation of any Fee and Expenses

[ERN
(o]

Award among counsel for Plaintiffs in the Action and the Additional Derivative Cases.

N
o

2.2 Corporate Governance Therapeuticscdnsideration of the Settlement,

N
[y

PG&E Corporation and the Utility will implemenertain corporate governance therapeutics,

N
N

which the parties agree will provide substantidligao both companies and their shareholders|

N
w

Both companies will work with diligence to ptement these therapeutics after the Effective

N
N

Date through the adoption or amendmeretévant Board committee charters, and the

N
(6]

amendment of corporate governance guidelisiesreholder communicati policies, codes of

N
»

conduct and ethics, and management compengafios, programs, and policies, as necessary

N
~

and appropriate. The companies’ progresmplementing and completing the therapeutics
28
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outlined in this Stipulation shall be disclosed annually in PG&E Corporation’s Corporate
Responsibility and Sustainability Report or anothétable report. The obligations set forth in

this Stipulation shall be in effect for five years after the Effective Date.

a. Establishment of Safety Oversight Committees on the Boards of

both companies. Pacific Gas and Electric Camypzhall create a Safety and Nuclear Oversight
Committee. PG&E Corporation shall renamecitsrent Nuclear, Operations, and Safety
Committee as the Safety and Nuclear Oversight Committee, and revise that committee’s
responsibilities as necessarihe primary function of both copanies’ Safety and Nuclear
Oversight Committees (each an “SNO Committaed together, the “SNO Committees”) shall
be to oversee and review policies, practiges|s, issues, risks and compliance relating to
safety. Both SNO Committees diraeet the following conditions:

I. Each SNO Committee shall be solely comprised of
Independent Directors, as defined by tppleable company’s Corporate Governance
Guidelines and applicable NYSE or N¥ESKT independence standards and rules.

il. The SNO Committees shall be empowered to act
independently of other Board committees and, pixttethe extent limited by applicable legal
restrictions and applicabMYSE or NYSE MKT standards amdles (such as NYSE corporate
governance listing standards relating to audit catemnduties and responsibilities with respect
to risk assessment and risk management)l, isbiabe subject to any direction or limitation by
any other committee. The SNO Committees shall tlaability to retain or utilize whatever

independent counsel and/or advssthey choose to hire, and the Boards of both companies s

hall

provide reasonable resources requested by the SNO Committees. Any request for resources s

be documented in the SNO Commés’ minutes, and any failure to provide requested resoure
shall be documented and explained in the nesof both the SNO Committee/s and Board/s o
Directors involved.

ii. The SNO Committees shall meet a minimum of six times
per year, including semiannual joint meetinggwhe PG&E Corporation and Pacific Gas and

Electric Company Audit Committees and the PG&&rporation Compliance and Public Policy

CesS

f

STIPULATION OF SETTLEMENT
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Committee.

2 The SNO Committees shall receive regular reports from
appropriate members of senior management SO Committees shall have the authority to
request reports from any member of sem@anagement, and, when requested, such manager
shall provide the requested report within as@nable period of time. Any dispute or
unreasonable delay regarding such a recghedt be documented in the relevant SNO
Committee’s minutes.

V. Each SNO Committee shallquide a report semiannually

© 00 N o o -~ wWw N Pk

to both companies’ full Boardsf Directors detailing actionskan, and issues considered and

[ERN
o

addressed as part of @gersight responsibilities.

=
=

b. Enhanced transparency reporting through annual public disclosure

[ERN
N

of the results of API 1173 (or its successor dgéad) certification inspeion by Lloyd’s Register

[ERN
w

(or its replacement).

[ERN
N

C. Commitment to shareholder invement through regular dialogue,

[ERN
(63}

PG&E Corporation shall provide opportunities thalogue with its 10 largest shareholders

[ERN
»

regarding corporate governarssues through in-person tephonic meetings at least

[ERN
\l

annually. Such meetings shall be hosted, wiwssible, by the Chair of the PG&E Corporation

[ERN
[o0]

Board and/or the Lead Director of the PG&Brporation Board, with senior management

[ERN
(o]

present to provide their input. Such meetings shall be subject to PGBIijations to avoid

N
o

selective disclosure of material information unter federal securitieswss, but will be intended

N
[y

to promote an exchange of ideas regayangoing enhancement of PG&E’s corporate

N
N

governance practices.

N
w

d. Restatement and update of Employee and Outside Contractor

N
N

Codes of Conduct to incorporate various ioy@ments and updates, including to more fully

N
(6]

promote and ensure safety culture and reporting. In creating these restated Codes of Conduct,

N
»

PG&E Corporation and PadaifiGas and Electric Companylhconsider codes of conduct

N
~

adopted in the industgnd in other industries.

28 e. PG&E Corporation and Pacifigas and Electric Company shall
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develop a joint statement, consistent vadth company’s Board-approved Corporate
Governance Guidelines and Board committee ciredg well as the governance requirements
included herein, that describes (i) the respeatésponsibilities of th€hief Safety Officer
("“CSQO”), the Chief Ethics and Compliance @#r (“CECQ”), and the SNOs with respect to
creation and instillation of safetulture, and (ii) these entiereporting and communications

among each other and to the Boards and othardBoommittees regarding such matters. This

statement shall acknowledge tliathe CECO and the CSO each have access to any information

needed from employees or senior managemegmetiorm such responsilities; (ii) the CECO

and the CSO provide reports directly to the SM&mrding such matters; (iii) the SNOs have

authority to request from senior managementrapprts necessary for the SNOs to perform thei

functions; and (iv) the SNOs provide communicas and reports to tHell Boards and certain
other Board committees regarding safatg aelated compliance and ethics matters.

f. Incorporation of safety, complige, and ethics into officer
compensation, for example by permitting theaBis or the Compensation Committee of the
PG&E Corporation Board to adjust officesmpensation for performance on safety and
compliance.

g. Providing for regular attendanaad reporting by the Chief Ethics
and Compliance Officer (“CECQ”) and the Chi&sfety Officer (*CSQ”) at Board and Board

committee meetings, and for access by the CECO and the CSO to senior management and

employees. The CSO shall have access topeance metrics for safety programs, and the

CECO shall have access to performance meticsompliance and ethics programs. The CSQ

=

and the CECO will have access to any records necessary to fully evaluate performance metrics

for safety programs in the case of the CSO and compliance and ethics programs in the case of

CECO. The CSO and the CECO will provide mepalirectly to the SNO Committees, and will
provide regular reports at Board and Board catte meetings demonstrating establishment o
and performance on safety, compliance, andgtmetrics. The CSO and the CECO shall
include in their reports any siditant delays or lack of co@pation by managers in obtaining

information necessary for tipgeparation of their reports.

f
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h. Enhancement of PG&E’s “speak” program, to include anti-
retaliation provisions for employe@so participateas well as special recognition for those
whose reports result in changes to policy or pdoce (employees may choose not to receive the
recognition). The “speak up for safety” program will encourage employees to report safety
concerns or violations and a repog culture that reinforces thavery opportunity to identify
and control hazards, reduce risk, and pretianinful incidents that must be acted on.

I. Providing recurrent safetyaming for PG&E employees and

Board members appropriately taildre their organizational role include (i) information on

© 00 N o o -~ wWw N Pk

applicable safety and regulatory standards as well as information on compliance performance

=
o

and (ii) proper recordkeeping for such sate@ning. PG&E shall repordn these safety training

-
=

efforts and develop and maintain perfamie measures for its safety efforts.

[ERY
N

2.3 Gas Operations Therapeutics. In ¢cdasation of the Settlement, Pacific

=
w

Gas and Electric Company (the “Utilityshall implement the following gas operations

=
SN

therapeutics, at the estimated cosapbroximately $32,050,000 (the “Gas Operations

=
(6]

Therapeutics Reform Cost”). In no event shalluhiéty be required by vite of this settlement

[ERY
(o)}

to spend more than the Gas Operations djeutics Reform Cost or the amount of any

-
\l

individual line-item cost for which an estineas provided below in this paragraph 2.3. The

[ERY
oo

Utility will work with diligence to implemat these therapeutics upon the Effective Date.

[ERY
©

a. API1 1173 — Recommended Praetfor Pipeline Safety

N
o

Management Systems ($90,000)

N
=

I The Utility commits to maintaining compliance with the

N
N

requirements contained in API 1173 (or its sgsoe standard) for thrgears (2017-2019). The

N
w

Utility will engage Lloyd’s Register (or its regptement) to perform third-party reassessments.

N
D
—

The Utility will address any recomendations identified in the reassessments, with the goal 0

N
(6]

continuing to maintain compliance withe requirements contained in AP1 1173.

N
»

b. Pipeline Construction Inspeec Certification per APl 1169

N
~

($210,000)
28 I Over the period of 2017 to 2019, the Utility commits to
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implementing the requirement for its inspectdustly Utility employees and its contractors) to
obtain the Pipeline Constructionsimector certificatiopursuant to API 189 (or its successor
standard) for performing inspeatis of construction work on thdtility’s gas transmission and
distribution pipelines. The Uiiy will require its inspection cordctors to beertified. The
certification training for Utility employees will bgrovided by a third party and the certification
itself will be administered by API.

C. Technology Research, Development, and Deployment
($6,500,000):

I The Utility will suppot the development and

commercialization of new applications of laser-based leak detection technology that is a
thousand times more sensitive than traditiooalst The Utility will do so by actively
supporting technology providerdferts to commercialize #nnew technology by funding and
participating in pre-commercialization testingtbé technology in order to accelerate its market
availability. ($1,500,000)

il. The Utility will support the development of technology
that will enhance gas transmission pipe datessibility and tracealty. Specifically, the
Utility will invest in a NYSEARCH project involving techrlogy that will provide bar
code/RFID embedded in pipe data, which erndesato make that data available for those
particular sections of pipe without havingexxcavate or access mobile information systems.
($1,000,000)

ii. The Utility will implement through a pilot program the
GTl/Locus View Distribution Material Trace#ity technology. The technology provides gas
pipeline data recording capabylittonnection to information systemand retrieval systems. The
Utility will acquire the tablets and GPS and bade readers as part of the pilot program.
Assuming the pilot program is successful, theitytivill initiate deployment of the program
system-wide, initially dedicating an estimated $1,000,000 to the effort. ($2,500,000)

2 The Utility will support tlre commercialization of the

technology necessary for an effective Tee Cafoement program. That program is intended

STIPULATION OF SETTLEMENT
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to improve the sealing of replacement caps on gashiition pipeline systesa Specifically, the
Utility will invest in the devéopment of materials and methodgles that would significantly
improve the ability to permanently seal leakige Caps in an effective and cost efficient
manner. ($1,500,000)

d. Enhanced Training ($8,000,000 over 2017 and 2018)

I Expand and enhance training curriculum that is available
for new and existing gas operations personneluding engineers, estimators, mappers,
operators, corrosion mechanics, and othersjshaimed at improving the qualifications of the
Utility’s gas operations personnelhe Utility will invest inincremental curriculum and
examination development beyond current capabiiocusing on Lines of Progression and
Apprentice Programs, and incorpting industry best practices.

e. Training for externdirst responders ($1,500,000)

I The Utility will work with the National Association of Fire
Marshalls to develop comprehersistandardized first responaenriculum that will address
industry-leading first respondegsponse to gas-related fires.

il. Specifically, the Utility wil fund the construction of a
natural gas fire training facilitieveraging existing community trang locations in the Winters,
California area, and the trainingdth the instructor’s trainingnd that of the first responders)
for three years (2017-2019).

f. Enhancement of integrity managent programs relating to data
collection for threatssessments ($15,000,000)

I Develop program to collect anerify data in the field to
validate conservative assumptions primaiallygas transmission pipeline conditions. The

program will include performing excavations to validate pipeline features such as internal

A\Y%4

corrosion, coatings, and stress corrosion cragland will, among other things, complement the
Utility’s threat assessment function through thikembion and maintenance of the data collected.

g. Enhance the Utility’'s Method$ Procedures Lab Facility in
Dublin, CA ($750,000)

STIPULATION OF SETTLEMENT
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i The Utility will fund an improved and secured outdoor
covered storage area in order to better sequgeotect large samples such as transmission pipe
that are to be analyzeddtested at the facility.

3. Procedure for Implementing the Settlement
3.1 Promptly after the execution oigtStipulation, Settling Plaintiffs’
Counsel shall submit the Stipulation together wighexhibits to the Court and file a Motion for
Order Concerning the Proposed Settlement, satislig in the form of Exhibit A attached

hereto, requestingnter alia: (i) preliminary approval of # Settlement set forth in this

© 00 N o o -~ wWw N Pk

Stipulation; (ii) approval othe method of providing notice pendency and proposed Settlement

=
o

to Current PG&E Shareholders; (iii) approeéthe forms of Notice attached hereto as

-
=

Exhibit A-1 and Exhibit A-2; (iv) a date for theettlement Hearing; and (v) leave to file an

[ERY
N

amended complaint, which shall be brougbainst all Settling Defendants (including all

=
w

defendants named in the Additiofixdrivative Cases) and shall inde all claims made in each

=
SN

pending shareholder derivative lawsuit broug behalf of PG&E, including: (a) tf&an

=
(6]

Bruno Fire Derivative Casegb) thelron WorkersFederal Derivative Action; (c) theellardin

[ERY
(o)}

State Shareholder Deritwge Action; and (d) th&ushkinFederal Derivative Action (the

-
\l

“Amended Complaint.”). This Settlement is cargent on the occurrence of the Effective Date.

[ERY
oo

3.2 Within ten (10) days of the Cowgtntry of the Order Concerning the

[ERY
©

Proposed Settlement, Sietty Plaintiffs shall subma draft of the Ameded Complaitito Settling

N
o

Defendants’ Counsel, PG&EGounsel and the SLC’s Coungal comment. Assuming the

N
=

Settling Parties agree on the form of the Amen@emplaint, it shall be filed with the Court

N
N

within twenty (20) days of the Court’s entofthe Order Concerning the Proposed Settlement,

N
w

3.3  Within twenty (20) days of the Cagrentry of the Order Concerning the

N
N

Proposed Settlement, PG&E shdll) cause a copy of the Summaigtice, substantially in the

N
(6]

form attached hereto as Exhibit A-2, tofeblished twice in the mianal edition of the

N
»

Investors’ Business Dailynd (2) post the Notice, substantially in the form attached hereto as

12)

N
~

Exhibit A-1, and this Stipulation on the Irster Relations page of the PG&E website

28 || http://investor.pgecorp.com/, whigwosting shall be maintained tugh the date of the Settlement
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Hearing. PG&E shall cause to be paidcalsts of such publishing and posting. Settling
Plaintiffs’ Counsel will also poghe Notice on their firm’s websites.

3.4  The Settling Parties lpeve the content and manmaf such procedures
constitute adequate anehsonable notice to CurrdPG&E Shareholders puant to applicable
law.

3.5 Pending the Court’s deteination as tavhether the Settlement should be
finally approved and Judgmenttered, Releasing Persons va# barred and enjoined from

commencing, prosecuting, instigating, or ity aray participating inhe commencement or

© 00 N o o -~ wWw N Pk

prosecution of all claims arising ooft, relating to, or in any wagonnected with the institution,

=
o

prosecution, assertion, settlement, or resolufdhe Action, the Additional Derivative Cases or

-
=

the Release@laims.

[ERY
N

4. Dismissal of the Additonal Derivative Cases

=
w

4.1  This Settlement is expressly condigdon the AdditionieDerivative Cases

=
SN

being dismissed witprejudice. Settling Rintiffs agree it is theiobligation to obtain dismissal

=
(6]

with prejudice of the AdditiondDerivative Cases. Tlaismissal with prejudie of the Additional

[ERY
(o)}

Derivative Cases ia material conditin to the effectiveness ofdlsettlement, waable only by

-
\l

PG&E and a majority ahe Settling Defendants.

[ERY
oo

4.2  Settling Plaintiffs shall k&, or cause to be takeall actions, ad to do, or

[ERY
©

cause to be done, all things nesaeg, proper, and appropriate towe dismissal with prejudice of

N
o

the Additional Derivative Cases in their entirety as to all parties. In themtie Settling Parties

N
=

shall cooperate to, at a minimusecure a postponement of any egor trial datés) while this

N
N

Settlement is under consideration by the Court.

N
w

5. Right to Withdraw from the Settlement

N
N

5.1  The Settling Parties shall have the option to terminate the Settlement in the

N
(6]

event that either (i) the Judgmeeferred to above and attached hereto as Exhibit B is not

N
»

entered substantially in the form specified heremas modified by ordef the Court with the

N
~

consent of the Settling Parties, (ii) the Setéat does not receive Final approval by the Court,

28 || or the Court approves the Settlement but suchoapprs reversed or ated or substantially
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modified on appeal, reconsideration or otheewii the event that the Additional Derivative
Cases are not dismissed with prejudice, thdedreent shall be terminated unless both PG&E
and a majority of the Settling Defendaptect to proceed with the Settlement.

5.2 In the event that the Judgemdaes not become Final, or the Court

approves the Settlement but such approval igsedeor vacated on agal, reconsideration or

otherwise, and such order revagsor vacating the Judgement becomes Final by lapse of time or

otherwise, then the Settlement proposed hereih Isa of no further frce or effect, and this
Settlement and all negotiations, proceedingssaatgments relating thereto and any amendment
thereof shall be null and voiahd without prejudice to any parhereto, and each Settling Party
shall be restored to his, her or its respectivatipnsas it existed prior to the execution of this
Stipulation.

6. Fees and Expenses

6.1 PG&E agrees that the Settlement Amount, the corporate governance
therapeutics and the gas operations therapeutiset &wth in paragraphs 2.1, 2.2 and 2.3 above,
represent a valuable benefit to PG&E and its shareholders. Setaimgjffs intend to seek a Fee
and Expense Award from the Court in an anmawet to exceed twenty-five million dollars
($25,000,000.00) for fees and five hundredusand dollars ($500,000.00) in costs. PG&E
Corporation agrees that it will pao Settling Plaintiffs’ Counsel Fee and Expense Award in an
amount up to twenty-five million dollars ($25,000,000.00) for fees, and up to five hundred
thousand dollars ($500,000.00) in costs, to hd fram the Settlement Amount, if and as
ordered by and subject toetlapproval of the Court.

6.2  Approval by the Court of the Feaad Expense Award shall not be a
precondition to approval of the Bement or dismissal of thean Bruno Fire Derivative Cases
or the Additional Derivative Cases in accordand this Settlement. The Settling Plaintiffs
may not cancel or terminate this Settlement tasethe Court’s or any appellate court’s ruling
with respect to attorneys’ feasd/or expenses. Any appeal tiglg to an award of attorneys’
fees or expenses will not affect the finaltythe Settlement, the Judgment or the releases

provided herein. The application for a Fee Brgense Award may be considered separately
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from the proposed Settlement.

—

6.3 PG&E Corporation shall pay any fessd expenses awarded by the Cour
to Settling Plaintiffs’ Counsel ithin fifteen (15) business daystarf entry of the Judgment in all
material respects in the form settfoas Exhibit B attached hereto.

6.4 Payment of the Fee and ExpeAsard by PG&E Corpration in the
amount approved by the @ shall constitute fiy complete and fingbayment for: (i) all of
Settling Plaintiffs’ Counal’s services in th&an Bruno Fire Derivative Casdacluding fees and

expenses that habeen incurred or ilv be incurred in connection i the filing and prosecution of

© 00 N o o -~ wWw N Pk

theSan Bruno Fire Derivative Casasd the resolution of the clairaleged therein; and (ii) all

=
o

legal fees and expenses for counsel for Plaintiftee Additional Derivative Cases. No separate

-
=

payment shall be made to courfeelPlaintiffs in the AdditionaDerivative Cases and counsel for

[ERY
N

Plaintiffs in the Additional Deviative Cases shall hamwe claim to any suchayment. In the event

=
w

that counsel for Plaintg in the Additional Derivative Cases® not voluntarily pdicipate in this

=
SN

Settlement, Settling Bintiffs’ Counsel shall bebligated to ppany fees and expenses ultimately

[ERY
ol

due to counsel for Rintiffs in the Addtional Derivative Cases.

[ERY
(o)}

6.5 Upon payment of the Fee daxpense Award bG&E Corporation,

-
\l

PG&E, the Settling Defendtmand their insurer(shall be dischargedom any liability for

[ERY
oo

payment of Settling Plaintiffs’ attorney&es, costs or expenses in 8an Bruno Fire Derivative

[ERY
©

Casesr the Additional Derivative Cases.

N
o

6.6 Neither PG&E, Settling Defendants nor their respeciounsel shall have

N
=

any responsibility for the allocation of thed=and Expense Award amg Settling Plaintiffs’

N
N

Counsel and counsel to Plaintiffstime Additional Devative Cases.

N
w

6.7 In the event that the Judgment failbégome Final, or, as the result of any

N
N

proceeding or successfulllederal attack, the Fee and Expense Ala reduced or reversed, if the

N
(6]

Settlement itself igoided by any paytas provided hereior by the terms ahe Settlement, or if

N
»

the Settlement is laterversed by any court of ogpetent and valid jurisdion, then it shall be

N
~

Settling Plaintiffs’ Counsel’s sexa obligation to make appropriatefunds to P&E Corporation

28 | or any Settling Defendants’ insurancarriers that mageyments of any pton of the Fee and
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Expense Award within fiien (15) business days.

6.8 Except as otherwise provided herein or except as provided pursuant to
indemnification or isurance rights, each of tBettling Parties shdtlear his, her, ats own costs,
expenses, and attorneys’ fees.

7. Releases

7.1  As of the Effective Date, the Releasing Persons will, and hereby do,
release any and all Released Claims.

7.2 Nothing herein shall in any way impairrestrict the rights of any Released
Person to enforce the terms of the $ettnt as set forth in this Stipulation.

7.3 Notwithstanding anything to the contrary in paragraph 7.1 above or
otherwise, nothing herein shall be deemed invaay to impair or restricthe rights of PG&E or
any Settling Defendant or theirgiessors or representatives iagsunder any policy or contract
of insurance.

8. Effective Date of Settlement; Effet of Disapproval, Cancellation, or

Termination

8.1  The Effective Date of thSettlement shall be thetdan which all of the
following events have occurred:

a. filing of the Amendd Complaint in th&an Bruno Fire Derivative
Casesas set forth in paragraph 3.2;

b. approval of the Settlementatafter the Stlement Hearing
following notice to CurrenPG&E Shareholders astderth in paragraph 3.3;

C. entry of the Judgment, in all mateniaspects in the form set forth as
Exhibit B annexed hereto, approvitige Settlement without awardiegsts to any party, except as
provided herein, dismissing ti&an Bruno Fire Derivative Casesth prejudice, and releasing the
Released Persons from the Released Claims;

d. payment of the Settinent Amount ($90,@000) by the Settling
Defendants’ insurance carriecsPG&E Corporation, aset forth in paragraph 2.1;

e. the passing of the date uponieftthe Judgment becomes Final,

STIPULATION OF SETTLEMENT
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f. dismissal with prejudice of éhAdditional Derivative Cases; and
g. the passing of the dates upon wareach of the dismissal orders in
the Additional Derivative Cases become Final.

8.2 If any of the conditions specified@le in paragraph 8.1 are not met, then
the Stipulation shall be cancelled and termedaunless all of the Sbhg Parties agree in
writing to proceed with the Stipation; provided however thattiie Additional Derivative Cases
are not dismissed with prejudice, the Settlenmeay proceed if, but only if, both PG&E and a

majority of the Settling Defendants elect to do Hdor any reason the $illation is in any way

© 00 N o o -~ wWw N Pk

canceled, terminated or the Judgment fails to become Final in accovd#ndee Stipulation’s

[ERN
o

terms: (a) all Settling Parties and Released Pesguaikbe restored to their respective positions

=
=

prior to execution of this Stipation; (b) all releases deliver@dconnection with the Stipulation

[ERN
N

shall be null and void, except as otherwise preditbr in the Stipulation; (c) the Fee and

[ERN
w

Expense Award shall not be paid; and (d) afjat@tions, proceedings, documents prepared, and

[ERN
N

statements made in connection herewith shallitleout prejudice to th&ettling Parties, shall

[ERN
(63}

not be deemed or construed to be an admissi@npyf the Settling Parties of any act, matter,

[ERN
»

or proposition, and shall not be used in amnner for any purpose in any subsequent

[ERN
\l

proceeding in th&an Bruno Fire Derivative Cases the Additional Derivative Cases or in any

[ERN
[o0]

other action or proceeding. If the Effective Dases not occurred hjanuary 1, 2019, the

[ERN
(o]

Stipulation may be caetied and terminated kihhe majority of the&Settling Defendants.

N
o

9. Attorneys’ Fees

N
[y

9.1 The Settling Parties have agreed pracress pursuant to which counsel to

N
N

Plaintiffs in the Additional Derivative Casasay receive funds from this Fee and Expense

N
w

Award; specifically, counsel to Plaintiffs in the Additional Derivate Cases may either come to

N
N

agreement with Settling Plaintiffs’ Counsel oe timount of their distribution, or may make an

N
(6]

application for an award of feesd costs to Judge Weinsteamd Justices Haning and Panelli

N
»

(“the Panel”), at a time and in a format deemed appropriate by the Panel. The Panel will issue

N
~

decision on the allocation of the Fee and Expense Award that will be subject to Final approval &

28 || Court. The Court’s determinati@m allocation shall be final and ngealable. In either event,
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funds may not be disbursed from the Fee axyjpkBse Award to counsel for Plaintiffs in the
Additional Derivative Cases untihe applicable matter(s) are dismissed with prejudice, and any
time to appeal has run.
10. Miscellaneous Provisions
10.1 The Settling Parties (i) acknowledge tih# their intent to consummate
the Settlement; and (b) agree to act in godt fand cooperate toke all reasonable and
necessary steps to expeditiously implement tirag@nd conditions of the Settlement set forth

in this Stipulation.

© 00 N o o -~ wWw N Pk

10.2 The Settling Parties intend this Satient to be a final and complete

=
o

resolution of all disputes between them with respect t&#meBruno Fire Derivative Casdbe

-
=

Additional Derivative Cases arible Released Claims. The Settlement compromises claims that

[ERY
N

are contested and shall not be deemed an admission by any Settling Party as to the merits of a

=
w

claim, allegation, or defense. The Settling Paréied their respective cosel agree that at all

=
SN

times during the course of the litigation, each has complied with the requirements of the

=
(6]

applicable laws and rules of the Court.

[ERY
(o)}

10.3 The Stling Parties agree thtte terms of the Settlemiewere negotiated in

-
\l

good faith by the SettlgnParties, and refleet settlement thatas reached vohtarily after

[ERY
oo

consultation with competent legadunsel. The $#ing Parties will requeghat the Jdgment will

[ERY
©

contain a finding that ding the course of thBan Bruno Fire Derivative Casasd the Additional

N
o

Derivative Cases, the Settling Parties and thepeetive counsel at dlimes complied with the

N
=

requirements of Federal Rule of Civil ProceduteQalifornia Code of @il Procedure 8§ 128.7,

N
N

and all other similar rulesf professional conduct. The SettliRgrties reserve their right to rebut,

N
w

in a manner that the parties determine to beagpjate, any contention rda in any public forum

N
N

that theSan Bruno Fire Derivative Casasd the Additional Derivative Cases were brought or

N
(6]

defended in bad faith or without a reasonable basis.

N
»

10.4 Each of the $Sting Defendants exgssly denies and conties to deny all

N
~

allegations of wrongdoing or lidiby against himselor herself arising outf or relating to any

28 || conduct, statements, acts, or omissions allegedhioh could have been alleged, in the Action and
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the Additional Derivative Cases. Neither thg&iation (including any dxbits attached hereto)
nor the Settlement, nor any act penied or document executed purduaror in furtherance of the
Stipulation or the Settlemen(a) is or may be deerd to be or mabe offered, iempted to be
offered, or used in anyay by the Settling Parties a presumption, a coss@n, an admission, or
evidence of any fault, wrongdoingy, liability of anyof the Settling Parties @f the validity of any
Released Claims; or (b) is or ylae deemed to be or may bedss a presurtipn, concession,
admission, or evidence of anglhility, fault, or omission of gnof the ReleaseRersons in any
civil, criminal, or administrativ@roceeding in any court, administrative agency, or other tribunal.

Neither this Stipulationor the Settlement, nor any act perfodhee document executed pursuant t

O

or in furtherance of this Stipulation or the Settletnshall be admissible in any proceeding for any
purpose, except to enfarthe terms of the Settlenmteand except thatéhReleased Persons may
file the Stipulation and/or thitudgment in any action or proceeding that may be brought against
them to support a defense or carolaim based oprinciples ofres judicata collateral estoppel,
full faith and credit, release, st#ing, good faith ddement, judgment bar ordaction, or any other
theory of claim preclusioar issue preclusion or similar defense or counterclaim.

10.5 Sdling Plaintiffs’ Counsel agge that within thirty 30) days of the Effective
Date, they will return to the pducing party all doauents and other discery material obtained
from such producing party in any matter, includatigdocuments producdxy PG&E or any of the
Released Persons, whetf@mally or informally in connectiowith the mediation described herein
(herein “Discovery Material”), or destroy all subiiscovery Material andertify to that fact;
provided, however th&ettling Plaintiffs’ Counsel siil be entitled to retaiall filings, court papers,
deposition and trial transcripts, and attormeyk product containing or reflecting Discovery
Materials, subject to the requirement thatlBettPlaintiffs’ Counsekhall not disclose any
information contained or referenced in the Disgery Material to any person except pursuant to
court order or agreemenith PG&E. The Settling Parties agrieesubmit to Jdge Weinstein any
dispute concerning the return or destructioBistovery Material, to be resolved by expedited

binding mediation.
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33 CASE NO. JCCP 4648-C



© 00 N o o -~ wWw N Pk

N NN N N N NN R B P R R R R R R
N~ o 0B W N B O © 0O N o 00 W N LB O

28

LATHAMsWATKINSw

ATTORNEYS AT LAW
SAN FRANCISCO

10.6 The Suling Parties agree thatdi will release a joirgtatement to the public
concerning the settieent, to be mutually aged upon. The Settling Parti@agree not tmake any
other out-of-court statements abthis Settlement. Nbing in this clausshall prevent PG&E or
any of the Settling Defendant®in complying with dllegal, regulatoryand/or judicial
requirements, including the rules and regulationsicgipe to filing repaots with the SEC.
Additionally, nothing in this clause shallgwent the Settling Parties from making public
statements that are (a) consistent with timg gtatement and (b) are deemed necessary by any
Settling Party to support th@aroval of the settlement.

10.7 Any disputes arising out of the finalization of thidesment docmentation,
the implementation and ené@ment of the tens of this Stipulion, or the Settlemertself shall be
resolved by Judge Weinstein bypedited binding mediation.

10.8 The Stipulation and the exhibits attached hereto cdedtitel entire
agreement amortge Settling Parties with respeotthe Settlement, andsrsede any and all prior
negotiations, discussions, agreements, or undegskivhether oral or written, with respect to such
matters.

10.9 The exhibits to the Stipulation are material and integréd pereof and are
fully incorporated heiia by this reference.

10.10 The Stipulation may be amended or modified only by a witgtrument
signed by or on behalf of all the Settling Partietheir respective suessors-in-interest.

10.11 The Stipulation and thet8ement shall be bindgqupon, and inure to the
benefit of, the successand assigns of the SettyjiParties and the Releadeersons.The Settling
Parties agree that this Stipulatiavill run to their respective sucsess-in-interest, and they further
agree that any planneatoposed, or actual sale, mergerclmeinge-in-control of PG&E shall not
void this Stipulation, and that in the event of anpled, proposed, or actisale, merger, or change-
in-control of PG&E they will continueto seek final approval of it Stipulationexpeditiously,
including but not limited to th8ettlement terms reflected in this Stipulation and any Fee and

Expense Award.
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10.12 The Stipulation and the exhibits attached hereto shalhiselered to have
been negotiated, executed, and delivered, andwinbky performed, in th&tate of California, and
the rights and obligeons of the Settling FPaes to the Stipulain shall be constraeand enforced in
accordance with, and governiegl the internal, substantive laws@dlifornia without giving effect
to that State’s choice-of-law principles.

10.13 No representations, warranties, or inducements haveraelento any party
concerning the Stipulation or gxhibits other than the represations, warranties, and covenants
contained and memoriaéd in such documents.

10.14 All agreements made and orders entered during the cotinsefation
relating to the confidentiality ohformation and documentsahsurvive this Stipulation.

10.15 The waiver by any Settling Party of any breach of this Stipalby any
other Settling Party shall nbe deemed a waiver thfat or any other prior @ubsequent breach of
any provision of this Stiputeon by any otheSettling Party.

10.16 In the event that any part of thetleenent is found to be unlawful, void,
unconscionable, or against public policy by a court of competent jurisdiction, the remaining
terms and conditions of the Settlement shall remain intact.

10.17 Inthe event that there exists a conflict or inconsistegteyeln the terms of
this Stipulation and the terms of any exhibitest@ the terms of this Stipulation shall prevail.

10.18 Each counsel or other Person executing the Stipulatitsnesthibits on
behalf of any of the Settlingarties hereby warrantsattsuch Person kadhe full authaty to do so.

10.19 The Stipulation may lexecuted in one or more counterparts, including by
signature transmitted dgcsimile or emaile .pdf files. Each countesit, when so executed, shall
be deemed to be an original, alldsuch counterparts totper shall constitute the same instrument.

A complete set of executed countetpahall be filed with this Court.

IN WITNESS WHEREOF, the Settling Parties¢i® have caused the Stipulation to be

executed, by their duly authorizeticaneys, dated as of March 10, 2017.
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DATED: /’//44!9%1/42017 COTCHETT, PITRE & McCARTHY, LLP
4 / / Joseph W. Cotchett
Frank M. Pitre
> Mark C. Molumphy
6
7 Ll
Frank I\Z’.\Biue\/
8
840 Malcolm Road, Suite 200
9 Burlingame, California 94010
10 Telephone: 650-697-6000
Facsimile: 650-697-0577
11
12 | DATED: ,2017 HAGENS BERMAN SOBOL SHAPRIO LLP
13 Steve W. Berman
14
15 Steve W. Berman
Sean R. Matt
16

1918 Eighth Avenue, Suite 3300

17 Seattle, Washington 98101
18 Telephone: 206-623-7292
Facsimile: 206-623-0594
19
Co-Lead Counsel for Plaintiffs derivatively on
20 behalf of Pacific Gas and Electric Company and
21 PG&E Corporation
22
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24
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26
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DATED:

, 2017

DATED: ﬂﬂﬂ-(—fi (S 2017

COTCHETT, PITRE & McCARTHY, LLP
Joseph W. Cotchett

Frank M. Pitre

Mark C. Molumphy

Frank M. Pitre

840 Malcolm Road, Suite 200
Burlingame, California 94010
Telephone: 650-697-6000
Facsimile: 650-697-0577

HAGENS BERMAN SOBOL SHAPRIO LLP
Steve W. Berman

e

ve W. Berman
Sean R. Matt

1918 Eighth Avenue, Suite 3300
Seattle, Washington 98101
Telephone: 206-623-7292
Facsimile: 206-623-0594

Co-Lead Counsel for Plaintiffs derivatively on
behalf of Pacific Gas and Electric Company and
PG&E Corporation
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DATED: 3/JO 2017

SKADDEN, ARPS, SLATE, MEAGHER &
FLOM LLP

Jay B. Kasner

Jack P. DiCanio _,

Amy S. Park /7

Afny S./P%( 4

525 University Avenue, Suite 1400
Palo Alto, California 94301
Telephone: 650-470-4500
Facsimile: 650-470-4570

Attorneys for the Director Defendants
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DATED: "’ Vi W.Z. 12, 2017

DATED: , 2017

DATED//M % /0 2017

MCDERMOTT, WILL & EMERY LLP
Steven Scholes
A. Marisa Chun

Al

LA Maridh-Ciimr SRLEAD 5. Sctfote)

275 Middlefield Road, Suite 100
Menlo Park, CA 94025
Telephone: 650-815-7668
Facsimile: 650-240-4308

Attorneys for the Officer Defendants

LATHAM & WATKINS LLP
James E. Brandt

James E. Brandt

505 Montgomery Street, Suite 2000
San Francisco, California 94111-6538
Telephone: 415-391-0600

Facsimile: 415-395-8095

Attorneys for Nominal Defendants Pacific Gas

and Llectric Company and PG&E
Corporation

GIBSON, DUNN & CRUTCHER LLP

Jonathan C. Dickey;
ﬂ% ¢ Def,

Jonathan C. Dickey

1881 Page Mill Road

Palo Alto, California 94304-1211
Telephone: 212-351.2399
Facsimile: 212-351-6399

Attorneys for the Special Litigation Committee
of the PG&E Corporation Board of Directors
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DATED: , 2017

DATED: é ))5 ,2017

DATED: , 2017

MCDERMOTT, WILL & EMERY LLP
Steven Scholes
A. Marisa Chun

A. Marisa Chun

275 Middlefield Road, Suite 100
Menlo Park, CA 94025
Telephone: 650-815-7668
Facsimile: 650-240-4308

Attorneys for the Officer Defendants

JamésE.Brandt

505 Montgomery Street, Suite 2000
San Francisco, California 94111-6538
Telephone: 415-391-0600

Facsimile: 415-395-8095

Attorneys for Nominal Defendants Pacific Gas
and Electric Company and PG&E
Corporation

GIBSON, DUNN & CRUTCHER LLP
Jonathan C. Dickey

Jonathan C. Dickey

1881 Page Mill Road

Palo Alto, California 94304-1211
Telephone: 212-351-2399
Facsimile: 212-351-6399

Attorneys for the Special Litigation Committee
of the PG&E Corporation Board of Directors
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DATED: , 2017

DATED: , 2017

paTED/ M C% /0 2017

MCDERMOTT, WILL & EMERY LLP
Steven Scholes
A. Marisa Chun

A. Marisa Chun

275 Middlefield Road, Suite 100
Menlo Park, CA 94025
Telephone: 650-815-7668
Facsimile: 650-240-4308

Attorneys for the Officer Defendants

LATHAM & WATKINS LLP
James E. Brandt

James E. Brandt

505 Montgomery Street, Suite 2000
San Francisco, California 94111-6538
Telephone: 415-391-0600

Facsimile: 415-395-8095

Attorneys for Nominal Defendants Pacific Gas

and Electric Company and PG&E
Corporation

GIBSON, DUNN & CRUTCHER LLP

Jonathan C. Dickey
4%% ¢ Difl,

Jonathan C. Dickey

1881 Page Mill Road

Palo Alto, California 94304-1211
Telephone: 212-351-2399
Facsimile: 212-351-6399

Attorneys for the Special Litigation Commitlee
of the PG&E Corporation Board of Directors
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Clerk of the Superior Court
J. Obagb
DEPUTY CLERK

SUPERIOR COURT FOR THE STATE OF CALIFORNIA
IN AND FOR THE COUNTY OF SAN MATEO

Coordination Proceeding Special Title JCCP 4648-C (Derivative Actions)
(Rule 3.550) SLO

[PROPOSED]| JUDGMENT
PG&E SAN BRUNO FIRE CASES

Date: July 18, 2017
Time: 10:00 a.m.

Dept: 7

Judge: Steven L. Dylina
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1 This matter came before the Court for hearing pursuant to the Order Concerning Proposed
2 | Settlement of this Court dated April 26, 2017 (the “Preliminary Approval Order”), on the
3 | application of the parties for approval of the settlement set forth in the Stipulation of Settlement
4 | dated as of March 10, 2017 as modified by the Preliminary Approval Order (collectively, the

5 || “Stipulation™) (the “Stipulation™). Due and adequate notice having been given as required in said

6 || Preliminary Approval Order, and the Court having considered all papers filed and proceedings had

7 | herein and otherwise being fully informed in the premises and good cause appearing therefore, IT

8 |[ IS HEREBY ORDERED, ADJUDGED, AND DECREED that:

9 This Judgment incorporates by reference the definitions in the Stipulation, and all terms
10 || used herein shall have the same meanings as set forth in the Stipulation, unless otherwise set forth
11 | herein.

12 This Court has jurisdiction over the subject matter of the Action and over all parties thereto,
13 | including Settling Plaintiffs, the current stockholders of PG&E Corporation, PG&E Corporation
14 | and Pacific Gas and Electric Company (the “Utility” and together with PG&E Corporation
15 || “PG&E”), and the Settling Defendants.

16 The Court hereby approves the Settlement set forth in the Stipulation as fair, reasonable,
17 || adequate, and in the best interests of PG&E and the shareholders of PG&E Corporation, and directs
18 | that the Settlement be consummated in accordance with the terms and conditions set forth in the
19 | Stipulation.

20 The Court hereby dismisses on the merits and with prejudice the Action and all Released
21 || Claims. Except as otherwise provided in the Stipulation, each party shall bear their own costs.
22 Upon the Effective Date, all Releasing Persons shall have and by operation of this
23 |[ Judgment shall be deemed to have, fully, finally, and forever waived, released, relinquished,
24 | discharged, and dismissed any and all Released Claims against the Released Persons.

25 Upon the Effective Date, all Releasing Persons shall have and by operation of this
26 || Judgment shall be deemed to have covenanted not to sue the Released Persons with respect to the
27 || Released Claims, and shall be forever barred and enjoined from commencing, prosecuting,

28 | instigating or in any way participating in the commencement or prosecution, in any court of law
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1 || or equity, arbitration tribunal, or administrative or other forum, of any Released Claims against
2 || any of the Released Persons and of all claims arising out of, relating to, or in any way connected
3 || with the institution, prosecution, assertion, settlement, or resolution of the Action, the Additional
4 (| Derivative Cases or the Released Claims.
5 The Court finds that the notice given to current PG&E shareholders of the Settlement and
6 || the Settlement Hearing was the best notice practicable under the circumstances, and that said notice
7 || fully satisfied the requirements of due process and applicable law.

8 The Court hereby approves an aggregate Fee and Expense Award in the amount of twenty-

9 | five million five hundred thousand dollars ($25,500,000.00) in accordance with the terms of the
10 | Stipulation, finds that such Fee and Expense Award is fair and reasonable, and directs said amount
11 |l to be paid to Settling Plaintiffs’ Counsel as provided in the Stipulation, such amounts to cover all
12 | fees and expenses of Plaintiffs’ Counsel in the Additional Derivative Claims as well.
13 Neither the Stipulation (including any exhibits attached thereto) nor the Settlement
14 | contained therein, nor any act performed or document executed pursuant to or in furtherance of
15 | the Stipulation or the Settlement: (a) is or may be deemed to be or may be offered, attempted to
16 | be offered, or used in any way as a presumption, a concession, an admission, or evidence of any
17 || fault, wrongdoing, or liability of any of the Settling Parties or of the validity of any Released
18 || Claims; or (b) is or may be deemed to be or may be used as a presumption, concession, admission,
19 | orevidence of any liability, fault, or omission of any of the Released Persons in any civil, criminal,
20 || or administrative proceeding in any court, administrative agency, or other tribunal. Neither the
21 | Stipulation nor the Settlement contained therein, nor any act performed or document executed
22 || pursuant to or in furtherance of the Stipulation or the Settlement, shall be admissible in any
23 | proceeding for any purpose, except to enforce the terms of the Settlement, and except that the
24 || Released Persons may file the Stipulation and/or Judgment in any action or proceeding that may
25 | be brought against them to support a defense or counterclaim based on principles of res judicata,
26 | collateral estoppel, full faith and credit, release, standing, good faith settlement, judgment bar or
27 | reduction, or any other theory of claim preclusion or issue preclusion or similar defense or

28 || counterclaim.
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1 The Court hereby retains jurisdiction pursuant to CCP section 664.6 to enforce the terms
2 | of the settlement, including but not limited to, the implementation of extensive corporate
3 | governance therapeutics as set forth in paragraph 2.2 of the Stipulation, and certain gas operations
4 | therapeutics, as set forth in paragraph 2.3 of the Stipulation. The Court orders that PG&E
5 || Corporation provide at least quarterly reports to the Court and to the city of San Bruno
6 || summarizing the progress of the implementation of these measures.

7 The Court finds that during the course of the Action, the Settling Parties and their respective
8 || counsel at all times complied with the requirements of California Code of Civil Procedure § 128.7,
9 | and all other similar laws.

10 In the event that the Settlement does not become effective in accordance with the terms of

11 | the Stipulation, or the Effective Date does not occur, then this Judgment shall be rendered null and

12 | void and shall be vacated to the extent provided by and in accordance with the Stipulation and, in

13 || such event, all orders entered and releases delivered in connection herewith shall be null and void

14 | to the extent provided by and in accordance with the Stipulation.

15 Without further order of the Court, the Settling Parties may agree to reasonable extensions

16 || of time to carry out any of the provisions of the Stipulation.

17 Judgment shall be, and hereby is, entered dismissing the Action with prejudice and on the

18 || merits. The Court finds that this Judgment is a final, appealable judgment and should be entered

19 || in accordance with applicable law.

20 IT IS SO ORDERED.

21

55, oy JUL 182017 STEVEN L. DYLMA

THE HONORABLE STEVEN L. DYLINA

£ SUPERIOR COURT JUDGE

24

25

26

27

28
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