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Financial Highlights of 1978 
(Dollars in thousands except per share amounts) 1978 1977 %Change 

Total operating revenues..................................... $ 614,431 $ 508,039 +20.9 

Total operating expenses..................................... $ 523,022 $ 424,966 +23.1 

Net income (before preferred dividend requirements)............... .$ 66,802 $ 60,248 +10.9 

Earnings per share of common stock............................ $ 2.02 $ 2.32 -12.9 

Common stock dividend rate for the year ........................ $ 1.40 $ 1.28 + 9.4 

Utility plant additions and replacements .......................... $ 221,877 $ 226,136 - 1.9 

Total investment in utility plant at year-end ....................... $1,579,657 $1,504,805 + 5.0 

Number of customers at year-end 
Electric department ....................................... 716,927 682,946 + 5.0 

Gas department.......................................... 477,383 461,956 + 3.3 

Total energy sales 
Electric (1,000 Mwhr)...................................... 9,463 8,931 + 6.0 

Gas(1,000Therms)....................................... 485,918 479,869 + 1.3 
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Ralph L. Meyer real estate, and insurance firm) 
Senior Vice President-Finance Bruce R. Hazard 
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Vice President-Governmental Affairs Vice President and General Counsel of the Company 
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Vice President-Customer ServicesSievert* 
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President's Message 

To SDG&E Shareholders: meeting anticipated load growth through the mid

SDG&'s 178 rowt incustmer, enrgy1980s with lower capital cost and without a reduction SDG&E's 1978 growth in customers, energy i h ai fsrie 
sales and revenues was not reflected in common q o r 
stock earnings. The company earned $2.02 per share, We intend to move the company toward the 
a 13 percent decline from the $2.32 earned the following objectives: 
previous year. -improved quality of earnings 

The principal factor penalizing earnings per share -greater percentage of internal cash generation 
was the need to finance a large construction program, -less need for outside financing 
required because of continuing rapid growth in the -improved equity ratio in the capital structure 
company's service area. Earnings applicable to -control of the increase in the embedded 
common shares actually were $3 million higher than cost of debt 
in 1977, but since the average number of common -improved interest coverage 
shares outstanding increased 23 percent, per share SDG&E pledges its cooperation with state and 
results were lower. The impact of the construction national regulatory agencies to fight inflation and its 3 
program also was reflected in a 25 percent rise in effects. As regulation evolved over the years, it did not 
preferred dividend requirements and a 13 percent develop along lines that would have equipped it to 
increase in interest charges. deal with the rapid cost increases experienced by 

The California Public Utilities Commission utilities. Thus, it was difficult for the PUC to respond 
recognized the company's financial need by granting a quickly and at the same time protect the public 
partial rate increase of $33.7 million in the pending interest when the 1973 oil embargo fueled the 
general rate case, effective in January 1979. It now inflationary spiral. Since then, however, the 
appears that a final decision in our general rate case commission has adapted to some of the stresses 
will be reached by May 1979. Resolution of this case imposed on it.  
should have a favorable effect on future earnings. Specifically, the PUG has expedited its handling 
Please see pages 15-17 for more detail on how we are of rate cases and has devised new mechanisms to 
working with the PUC to improve the regulatory track electric fuel and purchased gas costs, which are 
response to the company's financial requirements. the main uncontrollable components of operating 

In the meantime, management has taken several expenses. These actions are intended to bring greater 
steps to strengthen the company's financial position. financial stability to the regulated companies. At the 
One such step, in May 1978, was the decision to same time, the PUC has strived to increase public 
suspend work on the Sundesert nuclear project when confidence in its concern for the consumer.  
regulatory constraints made it imprudent to continue. What is happening, in my estimation, is a 
Toward the end of the year, the company announced continuing improvement in regulation that will benefit 
that the 1979 construction budget had been cut to a ratepayer and shareholder alike.  
level $24 million below that of 1978.  

This lowering of capital expenditures was 
evidence of a new course for SDG&E. Part of this 
course involves plans for a major transmission tie and 
long-term purchased power agreements with utilities 
in Arizona. We also have continued negotiations with 
the Comisi6n Federal de Electricidad for purchase of R. E. Morris 
electricity from Mexico. These steps are aimed at February 20, 1979
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baseload generating site in the Southwest, and expects 
to be a party to whatever generating facility ultimately is 
built on the site. The company, with the encour
agement of the PUC, continues to take steps needed to 
preserve the site and water supply for future use.  

The most recent on-system capacity addition is 
Encina Unit 5, a highly efficient, 320-megawatt, oil-fired 
unit brought on line in October 1978. Its completion 
came after the project had survived lengthy delays in
volved in the licensing process. Encina 5 represented 
an opportunity for building on-system capacity that is 
not likely to come again for a long time. The process of 
licensing a new power plant in California is extremely 
difficult at the present.  

SDG&E has considered repowering some exist
ing units on its system. This approach teams a steam
electric generating unit with a gas turbine-generator 

At MiS-. Contirn Cnrt and a waste heat boiler in an efficient combined cycle.  
Cainipbell is, coat pa < Plans to repower an oil-fired unit at Silver Gate 
(I ans, qrapim)hs, tPower Plant in South San Diego were cancelled in De

cember 1978, after the company decided the project 
cpia x cu nwould conflict with emerging federal policies against 
much ac u sa nnew oil-fired electric generation. Repowering would 

much c ra nhave increased the capacity of one generating unit 
from 64 to 162 megawatts.  

Management believed that repowering Silver Gate 
was a sound idea. However, the decreasing probability 
of gaining public support and governmental approval 

10 Gcorge nfor a new oil-fired plant made it difficult to justify con
tinuing the project. Technological advances might 

enough capaj c p fmake repowering more attractive, especially if the 
Energy Commission obtains special federal regulations 
for oil-fired plants in California.  

The only major generating project in which the 
company is currently involved is the expansion of San 
Onofre Nuclear Generating Station, south of San Cle
mente, California. SDG&E owns 20 percent of the ex

Si ma n rtisting 436-megawatt unit, and will own a similar 
percentage of two, 1.100-megawatt units, now about 

ii, Vi an, 1 on ttwo-thirds completed. San Onofre Unit 2 is scheduled 
the has. Of p t rn Ith for service in 1981 and Unit 3 early in 1983. Southern 
George coi tsCalifornia Edison Company owns 80 percent of the 
ruatacicln an tplant and is project manager.  
m411 intuit ion nn I sac ihhWith Encina 5 in service and the two nuclear units close to capao, I ha ascoming on line, capacity is expected to be adequate for 

loads in the early 1980s. Beyond that, in the mid and tarn energy control clate 1980s, when the Sundesert units would have gone such uncartaittas0i ni aha.auntwolhvege 
ptar. Acdvancei eicrnm into service, resource planning takes a new direction.  
provide nora conpia ino on Permit- The problem is to replace Sundesert within the 
tir ission Cot roi to ract racicki to same time frame and yet minimize capital commit
urLIpMtac ants. 1 V .uompaniv's rasourc ments. By not building the plant, the company avoids 
cArItr I coIitri the flow, of itrcspending some $500 million in the next four years.  
taut i tc pute oInstead, SDG&E plans to purchase and inter

change much more power with other utilities. Cen
tral to such interchange is the construction of a high
capacity interconnection with utilities east of the 
company's service area. Agreement was reached in De-



cember 1978 to interconnect with Arizona Public Serv- contemplates owning 5.2 percent of the two 1,270
ice Company (APS). The proposed 500-kilovolt line megawatt units, scheduled for service in 1988 and 
would permit SDG&E to purchase energy from Ari- 1990,respectively.  
zona and New Mexico utilities, and would enhance reli- As 1978 ended, SDG&E announced that it is 
ability of service for the interconnected companies. working with the Mexican utility, Comisi6n Federal de 
Two transmission routes through California's Imperial Electricidad (CFE), on an interconnection and power 
Valley, now under study, will be reviewed by valley exchange agreement. The announcement followed 
residents before a final selection is made in April completion of a six-month joint study to determine fea
1979. Completion of the transmission line is expected sibility, costs and benefits both nations would gain from 
in 1984. connecting the two systems. If agreement is reached, 

In a parallel development, the company hopes to an interconnection could be in place by 1981 and 
purchase electricity from Tucson Gas & Electric Com- SDG&E could start receiving surplus electricity from 
pany (TGE) during the next 10 years. The purchased Baja California by 1983. Rates for the imported energy 
energy would come from TGE's present resources and are expected to be competitive with purchases from 
from coal-fired units now under construction. Besides Tucson Gas & Electric.  
providing SDG&E with a means of meeting increased SDG&E and Southern California Edison would 
capacity demands in the 1980s, the purchased energy propose to purchase 300 megawatts of electricity each 
would reduce reliance on costly fuel oil and broaden from Mexico over a 10-year period. Greater reliability 
the company's resource base. would result from tying the systems together by permit

Another Arizona project, the Palo Verde Nuclear ting them to share reserves and to make beneficial 
Generating Station being constructed by APS, has at- exchanges of electricity.  
tracted the company's interest as a possible power 
source. In February 1978, SDG&E agreed to partici
pate in a study evaluating the feasibility of constructing 
Units 4 and 5 at Palo Verde. Three units already are un

der construction at the plant, 40 miles east of Phoenix. Tryintt rr rin 

SDG&E is one of 11 utilities investigating the potential pi (o;ed row . hruperiinpet 
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of the additional plant expansion. The company k t tnina.  
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Geothermal 
The company sees geothermal energy as possibly 

a significant contributor to electric generation, starting 
in the mid- 1980s. SDG&E has pursued development of 
Imperial Valley geothermal resources for eight years, 
and the events of 1978 moved this program forward.  

In July 1978, the company signed two letters of un 
derstanding, one with Magma Power and one with Re
public Geothermal, Inc., for construction of two 50
megawatt power plants. Terms of the understanding 
with Republic are for that firm to design and build a 

cplant at a geothermal reservoir at East Mesa, Califor
nia. SDG&E will purchase energy from Republic, oper

Customer questions or probl s that ate the plant and provide transmission lines for the 
can't be answered by telephone reoure aer- power. A similar arrangement is contemplated with 
sonal assistance. SDG&e's is Magma for a plant to be located at Niland, south of the 
through custorer service represe-avcs-- Salton Sea. Both plants are targeted for operation in 
peoplm like Judy emper. Emplorsta in how 

bills ~ ~ ~ ~ ~ ~ h arel f1ued"sh8a0s.W ryt hl 

section handle about 100 face-to-far cus 
tomer contacts daily in the San Diego earo The facilities at East Mesa and Niland are in
politan area alone tended to be commercial power plants, using the 

Frequent calls involve inspection of ap proven steam "flash" process. This technology has 
pliances, computing and explaining hillsd tar been well advanced at facilities in New Zealand, Mexico 
furnishing information about gas and edec and Japan, where there are reservoirs generally similar 
tric service. The work also involves counseling to those in the Imperial Valley.  
custoers on energy conservation, For the last four years, SDG&E has operated a Judy and others in her section were es- geothermal loop experimental facility at Niland. Much 
pecially busy during the winter br oake 
when rising rates ard colder than J rud explns 

12 weather delivered a double jolt to svimre techniques for handling the mineral-laden geothermal 
residlents. Her approach in dealing with thY brine, which leaves heavy deposits on plant equipment 
sulting high bill complaints conrteined tact th and has in the past caused operating problems. The Ni
an effort to inform. land facility, funded 50 percent by the U.S. Department 

"Some people don't understand how of Energy (DOE), has achieved real progress in resolv
bills are figured," she says. Wetyt 1ep ing these difficulties.  
them see what they're paying for Arid if A setback occurred for one aspect of the comthey're interested, we show them wa y to save pans geothermal program in July, when the DOE degas and electricity." ined to participate in funding the company's Ofen this involves analyzing household proposed commercial-scale binary cycle demonstraenergy usage. With electric heating, for ex- tion plant at Heber, Califoia. Subsequent to the 

faret kins f epl andto tryin tra 

amJ~e, anyresdenial ustmer doA ral-DOE's announcement, SDG&E and its partners deise that some systems continue ise enrg cie it, warooeaiio;rce wtotfeea s 
at the lowest setting, when or is cand.  
"With such sstents, you throw tre bier sistance. Cancellation of the plant was announced in 
switch to Cit off the current," Judy explans. January 1979.  
"Another source of waste is an) imprope rly The company does, however, remain interested in 
calibrated therstat causing the systei to the binary cycle. SDG&E will purchase the output of a 
operate when ig iseot necessary.r orces reig fer 

Judy left the relative predictability of sc- 1-maan the e in of 197m This Poerais rwaing fr 
retanal work in 197J to train for the job ofu
custrmmer service representative. "There's a sold to the Imperial Irrigation District. SDG&E has an 
challenge in having the freeeon to work on option to purchase the plant.  
your own Initiative, and plan out your calls, When planned transmission lines through the Im
she says. "But what I like best is meeting dif- perial Valley are constructed to bring purchased power 
ferent kinds of people and trying to create a from Arizona and New Mexico, the same 
better understanding of how our copany lines could be used for transmitting geothermal energy.  
operates When the see that you're sinThe l t tass n e i
trtying to help, mostpeople are apilnts g the 

perial Valley will be a crucial determinant in how rapidly 
geothermal resources become commercially practical.



Geothermal power generation may provide a sig
nificant new resource option that will broaden 
SDG&E's generation mix and ease dependence on 
fuel oil. By the 1980s, the cost of geothermal power 
from the Imperial Valley is expected to match that of 
oil-fired generation. Projections are for it to become 
less expensive than oil in subsequent years.  

Solar Energy 
Research, development and marketing of solar 

energy also moved ahead during 1978, as the company 
monitored residential solar heating systems, gathered 
data on the solar energy received at various locations 
in the service area, and conducted a pilot program of 
selling solar water heating systems. In addition, 
SDG&E made available a variety of information on 
solar energy for its customers. As SDG&Es consumer affairs coun

selor. Joanne Reel must balance the require
The company's 1979 program will be aimed prin- ments of company operations with the 

cipally at three areas: 1. Researching applications for desires of its customers. ier assignment is to 
eight passive solar systems, and evaluating how these evaluate consumer attitudes toward the com
will work in conjunction with gas and electric backup. pany and to assist in resolving ronflicts.  
2. An assessment of the impact solar energy is likely to Joanne joined SDG&E 11 years ago.  
have on gas and electric consumption patterns, and She had extensive experience demonstrating 
how solar equipment might be part of load manage- homemaking skills at company-sponsored 
ment efforts. 3. Making a determination of whether to programs, and served as an energy advisor 
expand the marketing of solar water heaters. until taking her present post a year ago.  

SDG&E believes it important to determine what I spend about a quarter of my time talk
measures, such as time-of-use rates, might shape solar t csmers she aysgThenbalan 
energy usage, so that the load curve-and energy o myndutes inolvs halg complane 
costs-are not adversely affected. Properly integrated lated to bills and other service problems.  
with other forms of energy, solar will be a valuable 
resource for the nation.  

working with SDG&E's consumer advisory 
Energy Control Center panel-representatives from diverse ethnic, 

civic and special interest groups. For the past 
Early in 1978, management decided on a major two years. the panel has examined company 

replacement and updating of equipment that controls operations from the consumers point of view 
the company's bulk power electric system. A new and has made recommendations to manage
energy control center will be constructed in the Mission ment on procedural changes that will better 
Valley section of San Diego next to the present facility, reflect the needs of customers.  
and during the next four years, advanced monitoring The 12 panel members serve without 
and control equipment will be installed. It will assure - compensation as a community service. They 
more efficient and reliable operation of the electric sys- bete the cnsuer an iDge 
tem. The new facilities will result in: 

Joanne says of the panel's work: "It's 
-opportunities for cost reduction been a valuable experience for all concerned.  
-improved operating capabilities Management has had the benefit of direct n
-accommodations for growth in generation and put from representatives of the people we 

transmission serve. Panel members, on the other hand.  
have developed more awareness of the limnita

When completed, the system will use computers tions on what we can do, the relationship of 
to monitor demand and adjust power plant generation. costs to benefits, and the regulatory require 
Company resource coordinators will have contin- ments that govern operations." 
uously updated information available, improving their Joanne sees continuing changes for the 
operational control. A considerable saving is expected utility industry. "The increasing cost of energy 
because of increased efficiency in interchanging power and the rising expectations of customers 
with other utilities. This should bring increasing ben- make it necessary for us to regularly evaluate 
efits as the company moves into an era in which pur- what we do and to remain flexible enough to 
chased power will have a larger role. adapt to new circumstances."
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Regulatory Developments 
The regulatory process in California continued to 

improve during 1978. It was not enough to save 
SDG&E from an earnings decline, but there were rea
sons for expecting PUC rate decisions to be more re
sponsive to the company's needs. In recent years, the 
commission has instituted the following procedures 
designed to bring about better regulation.  

Regulatory Lag Improvement Plan-The Califor
nia Commission, one of the first in the nation to use a 
future test year, has gone a step further. Procedural 
changes and a shorter timetable for general rate cases, 
adopted in mid-1977, are aimed at reaching a decision 
within 12 months of filing the application. Provision is 
made for granting partial rate increases earlier, if need 
can be justified.  

Energy Cost Adjustment Clause (ECAC)-This 
procedure, established in 1976, succeeds the old fuel dromh rate 
clause and more accurately reflects company expenses 1978,Each 
for fuel and purchased energy. Based on actual rather rid electric 
than projected fuel costs, ECAC takes into account all 
energy sources for electric requirements, including nu
clear and purchased energy. Electric rates are raised or 
lowered at six-month intervals to track changes in 
energy costs. When differences occur between energy- uc a toer ex 
related revenues and energy costs, the amounts are t 23 
recorded in a balancing account. Thus, they do not p 
significantly affect net income. Each time an ECAC ailte 

adjustment is made, the amount in the balancing ac- 15 
count is incorporated into the rate adjustment.  

Energy Exploration and Development Adjust- hecking J-1 
ment (EEDA)-The EEDA procedure came into exist- r a planner 
ence late in 1977. It allows the company to recover 
costs of developing new sources of fuel for electric gen- nusiress 

erating plants. Current programs under EEDA are ex- trk for 
ploration and development of geothermal resources in e t o ohrough the 

California and development of coal deposits in Utah. C i t l n a pr 

Purchased Gas Adjustment (PGA)-This proce- r o a rk wirh their carnter 
dure was instituted in 1975. SDG&E seeks offsetting I 
rate changes whenever its supplier raises or lowers cears of 
rates. Under the PGA, a balancing account much like I a fully 
that of ECAC accumulates variations between actual rf clas 
costs and costs reflected in rates. Differences between 
gas-related revenues and gas costs are recorded in this 
account, so that operations are charged with gas costs S 
equivalent to those reflected in current rates.  

Gas Supply Adjustment Mechanism (SAM)-Im
plemented on October 15, 1978, SAM guarantees the 
availability of the "margin," which is defined as gas rev- s at a time 
enues less the cost of purchased gas, as determined in completed 
the most recent rate case decision. SAM is designed to 
protect the company and ratepayers from revenue vari
ations due to changes in gas supply, or sales variations 

Companiy meterreadr trdge thoi sano ona Moun L am 
in eastern Sun tDieg County. where a s d r the 
usual corn cei of Su)the i o



due to weather effects. The procedure makes use of a 
balancing account, which matches revenues actually 
received to the authorized margin.  

Adjustment Mechanism for Electric Sales 
(AMES)-If the commission puts AMES into effect, it 
will affect electric revenues in much the same way as 
SAM affects gas revenues. AMES was first proposed 
late in 1978, and the PUC has scheduled hearings on 
the proposal in March 1979. The company favors 
adoption of this new procedure.  

PGA and ECAC have brought about three signifi
cant improvements in utility regulation: 

1. The wide swings in earnings formerly caused 
by fuel cost changes are moderated.  

2. Roughly two-thirds of operating expenses are 
removed from contention in general rate case 
proceedings.  

3. There is essentially a complete recovery of fuel 
cost increases, which makes earnings more 
predictable.  

SDG&E's 1978 rate developments led off with a 
revision of the ECAC factor on April 12, amounting to 
an annualized $27.8 million in additional revenues. On 
April 17, the PUC put into effect $15.2 million in gas 
and electric rate increases in connection with the 
rehearing of the company's 1977 general rate case.  

16 On May 15, 1978, the company again applied for 
general rate relief, based on a 1979 test year. Public 
hearings on this application were held through the 
summer and fall of the year. On October 31, after it be
came apparent that the case would not be decided 
much before May 1979, the company requested a 
$59.9 million partial rate increase out of the currently 
pending $95.5 million. The PUC granted a $33.7 mil
lion increase effective January 21, 1979.  

As relates to the suspended Sundesert nuclear 
project, this partial increase dealt only with uncon
tested matters. SDG&E now estimates its total expen
ditures and commitments to the project at about $90 
million. The PUC decision permitted the company to 
amortize and recover in rates certain non-site related 
development and engineering costs for the project 
(approximately $34.8 million) over a 10-year period.  
Still pending is SDG&E's request to include the declin
ing unamortized balance of non-site related costs in 
the rate base; to put the site and related costs (totaling 
about $47.7 million) in rate base as plant held for 
future use; and to recover in rates the non-site costs 
not covered in the January decision. (See Footnote 8.) 

Among the undecided issues is the company's 
rate of return. The most recently adjudicated overall 

When guy wires are required on difficult-to-reach poles, concrete 
is delivered by helicopter. This job site is located on Mount 
Soledad in La Jolla.



rate of return (January 1979) was 9.95 percent, with a The 1979 outlook is for more uncertainty, with 
13 percent return on common equity. substantial amounts of natural gas expected to be 

Two rate reductions were made in 1978. One was available for power plant fuel. Fuel oil also should be in 
$9.4 million in August for tax savings the company was ample supply, but more costly.  
expected to realize with the Proposition 13 tax reduc- Gas Supply 
tion. The other was a $4.2 million ECAC reduction that 
became effective in November. Events during 1978 greatly improved SDG&E's 

Preparations have begun for filing a new general short-term gas supply prospects. One of these was the 
rate case toward the end of 1979, using a 1981 test PUG's conditional approval of Point Conception as the 
year. The intention is to assist the PUC in getting rate mie er California gas CmNy 
decisions in effect closer to the start of the test year. (al), tDG&E's or splier, pas tomun 

Fuel Resources LNG purchased from Alaska and Indonesia at Point 

There were abundant challenges for the com- Conception beginning in the mid-1980s.  
pany's fuel resource planners in 1978. Customer con- Canadian gas assumed a larger role in SDG&E's 
servation skewed normal natural gas consumption gas supply picture. So Cal has contracted for gas from 
patterns. In addition, warmer than usual weather and the Province of Alberta, with deliveries starting as early 
unexpected gas supplies made still more gas available as 1979 and continuing into the 1980s. This is part of 
for power plant fuel. A further complication was heavy a growing supply of Canadian gas resulting from 
precipitation in the Pacific Northwest, resulting in large increased drilling in recent years.  
amounts of inexpensive hydroelectric power becoming Pacific Gas and Electric (PG&E) also has more 
available for SDG&E to purchase. gas, largely due to the improved Canadian picture. As a 

The foregoing factors meant considerable quan- result. So Cal plans to purchase gas from PG&E begin
tities of the fuel oil under contract would not be needed ning in 1979 and continuing into the 1980s.  
in 1978 for electric generation. Despite an oversupply Longer term, substantial gas reserves from 
of fuel oil on the West Coast, the company was able to Alaska's North Slope and from Mexico might possibly 
sell part of its excess oil-though at a loss-and ex- be brought to market by pipeline in the mid to late 
change the rest of it for delivery in 1979 and 1980. 1980s. Other long-term prospects include Algerian 
(See Footnote 9.) The PUC staff has questioned the LNG and gas manufactured from Southwestern coal.  
inclusion of fuel oil losses ($5.9 million) in the com- The 1978 California Gas Report and the com
pany's energy cost adjustment clause. In prior years, 
company profits from oil sales were flowed through to pany's own as dae tha i erects ar 
customers.SDG&E's highest priority customers will be met 

Ernestthrough the 1980s. Gas also will be available for a large 

explains replica of early Thomas Edison light bulb to Chris 
Uelman and Jane Robbins. sixth grade students at Dailard ducing their dependence on alternate fuels.  
Elementary School in San Diego. SDG&E has a comprehensive Conseation 
energy education program for San Diego area schools.  

Conservation is a resource as essential as the 
development of alternative energy sources. SDG&E 
conservation efforts defer the need for new generating 
capacity and help keep growth within financial con
straints management imposes on resource planning.  

The 40 conservation programs SDG&E conducts 
were placed under a newly created marketing systems 
department in December 1978. This department is re
sponsible for carrying out the company's commitment 
to the wise use of energy.  

For 1979, the company's residential marketing 
programs will be directed toward conservation product 
sales, the swimming pool efficiency audit program, the 
use of energy-efficient appliances, solar energy. in
home energy audits and conservation education.  
Educational programs will consist of shows and exhib
its, and community outreach, emphasizing contact with 
elderly and low-income consumers, building con
tractors. trade groups and high-volume users.



Programs for commercial and industrial users of- service. Because these offices are located in existing 
fer individual counseling of the largest accounts, bank and savings and loan association buildings, the 
streetlight conservation, agricultural pump testing and company's capital costs are minimized.  
greenhouse insulation. One major effort is PACE, the Faster response to customer telephone inquiries 
program to achieve the conservation of energy. PACE was made possible with the installation in July 1978 of 
has as its objective the reduction of energy use among more advanced equipment. The new system ensures 
commercial customers using more than 200,000 kilo- maximum use of telephone lines, and monitors traffic 
watts or 50,000 therms a year. to indicate when more or less manpower will be 

Applied Energy, Inc. needed during the day.  

Co-generation continued as an effective and ac- A revised policy was put into effect, permitting new 
cepted energy saving technique. On both the federal residential customers to establish credit by mailing in 
and state levels, co-generation received favorable back- meter deposits. The step eliminated transactions at 
ing and higher fuel priorities than other generating sys- company offices, reducing traffic and waiting time.  
tems. The company's subsidiary, Applied Energy, Inc. The company continued to seek customers' opin
(AEI), has added customers whose steam needs justify ions about SDG&E. In a survey, 87 percent of the re
the process. At present, 58,000 kilowatts of electricity spondents rated the company's service as good or 
are produced in AEI co-generation plants. better than good. This was slightly above the number 

During 1978, the 21,000-kilowatt co-generation expressing favorable opinions the previous year.  
facility at the North Island Central Steam Plant be- Management Changes 
came operational, and the plant was dedicated in June.  

In co-generation, a heat recovery boiler produces In May 1978, Thomas A. Page was elected execu
steam from the hot exhaust of a gas turbine. At North tive vice president and chief operating officer. A civil en
Island, this gives the plant an efficiency high enough to gineer with a background in industrial and financial 
save 80,000 barrels of fuel oil annually, compared to administration, Page was executive vice president of 
separate production of steam and electricity. Gulf States Utilities Company in Beaumont, Texas 

At Rohr Industries in Chula Vista, a co-generation 
facility became operational in February 1979. Total Richard Korpan, formerly manager of financial 
output is 800 kilowatts of electricity for SDG&E and services at Public Service Company of Colorado, 

18 7,000 pounds of steam per hour for Rohr. joined the company as treasurer and head of the fi
nance division. He is responsible for financial services, 

Load Management financial planning, credit and cash control, and the 

SDG&E and four other utilities in the nation are operating budget.  
participating in a two-year research project to reduce 
customer use of electricity during peak periods. This J/oWs A. [oge. e:wie mct' 
project is managed by the U.S. Department of Energy 
and the Electric Power Research Institute.  

Equipment is being installed on the premises of 
740 volunteer SDG&E customers to test the effective
ness of a two-way power line carrier. The equipment 
will have the capability of reading the customers' 
meters, recording usage and automatically cycling 
some electric appliances during peak demand periods.  

The program also will determine how effective 
time-of-usage rates are. Lower off-peak rates will be in 
effect for a test group as an inducement to use elec
tricity at those times.  

If load management efforts prove cost effective, 
systemwide application might delay the need for addi
tional capacity.  

Customer Service Improvement 
A program of expanding customer service contin

ued as a seventh, one-person satellite office was read
ied for opening in February 1979. The satellites, which 
supplement district offices, are tied into the company's 
computer system and can offer complete, one-stop



Summary of Operations (In thousands except for per share amounts) 

For the years ended December 31 1978 1977 1976 1975 1974 

Operating Revenues ................ $614,431 $508,039 $447,653 $374,252 $289,758 
Operating Expenses................ .. 523,022 424,966 376,437 326,990 233,321 
Operating Income ................ .. 91,409 83,073 71,216 47,262 56,437 
Other Income Credits............... .. 24,544 20,773 19,525 12,513 9,820 
Interest Charges................... .. 49,151 43,598 40,284 34,055 28,401 

Net Income (before preferred 
dividend requirements) ............ 66,802 60,248 50,457 25,720 37,856 

Preferred Dividend Requirements ..... 17,230 13,761 11,863 9,751 9,212 
Earnings Applicable to Common Shares $ 49,572 $ 46,487 $ 38,594 $ 15,969 $ 28,644 

Average Common Shares Outstanding 24,588 20,033 18,035 16,458 13,697 
Earnings Per Common Share....... ... $ 2.02 $ 2.32 $ 2.14 $ 0.97 $ 2.09 
Dividends Declared Per Common Share $ 1.40 $ 1.28 $ 1.20 $ 1.20 $ 1.20 

The above summary of operations and the following management's discussion and analysis of the summary of operations 
should be read in conjunction with the financial statements, notes to financial statements and statistical data contained 
elsewhere in this report.  

Management's Discussion and Analysis of the Summary of Operations 
Operating Revenues such cost increases are expected to be offset by increased 

(Millions of Dollars) revenue through the purchased gas adjustment clause.  
For the years ended Other operating expenses increased both in 1978 and 
December 31 1978 1977 1976 1975 1974 1977 as a result of generally rising costs and an increased 
Electric Revenues: 

Fuel cost rate increases $58.6 $ 0.6 $43.7 $28.2 $55.5 numberflctmr. Alson 17 ter oert in 
Net revenue deferred: 

Energy cost adjustment 5 (see Note 7 of Notes to Financial Statements).  
clause 12.5 (12.5) See Notes 1 and 4 of Notes to Financial Statements for 19 

Property taxes (0.8) details regarding income taxes.  
General rate increases 10.9 4.2 24.8 15.3 5.9 
Sales volume change 21.9 16.9 13.5 18.8 (39) Prperty tax ee decrease in 1978fasa rs 

Net increase $90.6 $34.2 $69.5 $62.3 $575 
Gas Revenues: 

Purchased gas rate 
increases $ 6.5 $17.4 $ 5.2 $ 9.9 $ 9.0 Other Income Credits 

General rate increases 0.4 6.1 2.7 0.7 
Net revenue deferred: Effective January 1977, the Federal Power Commission 

Interdepartmental sales 3.1 (3.1) adopted certain revisions to the Uniform System of 
Purchased gas and supply Accounts relating to allowance for funds used during 

adjustment clauses 1.3 (0.7) construction (AFUDC). The revisions, among other things, 
Property taxes (0.3) 

Interdepartmental sales specify a procedure for the determination of the borrowed 
(net of cost) 5.9 13.0 2.3 funds and other funds components of the AFUDC rate and 

Sales volume change 1.5 (6.6) (6.7) 9.4 (5.3) the maximum rate for computing AFUDC.  
Net increase $15.3 $26.2 $ 3.8 $22.0 $ 4.4 The AFUDC (borrowed funds component included in =--- --Interest Charges and other funds component included in 

The table above sets forth the amount of increases in theand 
company's electric and gas revenues, together with the rela t r ow e l ns 
approximate amounts of increases and decreases Iitated to other income 
attributable to certain factors.  

have increased due to more interest expense applicable to 
OpertingExpesesproperty not included in rate base (see Note 4 of Notes to 

OperatingFinancial Statements).  

Significant increases in the cost of electric fuel have 
occurred in recent years, primarily because of increasing Interest Charges and Preferred Dividends 
prices of fuel oil and natural gas. The company expects 
these costs to continue to rise, although such cost Interest charges and preferred dividend requirements 
increases are expected to be offset by additional revenue increased in 1978 and 1977 as a result of increases in debt 
through the energy cost adjustment clause. and preference stock issued for expansion of the 

The cost of gas purchased for resale increased primarily company's operating system and higher average interest 
due to rising costs from the company's supplier. The rates on the company's borrowings. Interest charges for 
company expects these costs to continue to rise, although 1978 and 1977 include reductions of $7.9 and $5.8 million,



respectively, for allowance for borrowed funds used during (approximately $3.1 million) combined with the recognition 
construction, which are not included in interest charges for of such revenues earned in 1977 (approximately $15.3 
prior years. million).  

Net Income The California Public Utilities Commission adopted a 
gas supply mechanism, implemented by the company on 

Net income in 1978 increased as compared to 1977 October 15, 1978, to ensure that gas utilities recover the 
primarily due to a $5.9 million increase in same gas margin (gas sales revenues less gas purchase 
interdepartmental gas sales (net of cost). In addition, costs), but not more, found reasonable in the last general 
general rate increases raised revenues by $11.3 million, rate case. Implementation of the gas supply mechanism will 
which were partially offset by increased expenses (other reduce revenues from interdepartmental gas sales. The 
than fuel cost). impact of this reduction on net income depends on the 

Net income in 1977 increased when compared to 1976 amount and timing of general rate relief. The company 
due to the recognition in the second quarter of 1977 of received a partial general rate increase of $33.7 million on 
revenues applicable to the interdepartmental sales of January 16. 1979, and expects a final decision on its 
natural gas deferred from July through December 1976 general rate case in the second quarter of 1979.  

Auditors' Opinion 

Deloitte Haskins & Sells 
Certified Public Accountants 
1010 Second Avenue 
San Diego, California 92101 

To The Shareholders And Board Of Directors Of San Diego Gas & Electric Company: 

20 We have examined the financial statements of San Diego Gas & Electric Company (pages 21 to 29) for 
the years ended December 31,1978 and 1977 Our examinations were made in accordance with generally 
accepted auditing standards and, accordingly, included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circumstances.  

As more fully described in Note 8, on May 3,1978 the Company suspended its proposed Sundesert 
nuclear project and terminated certain contracts relating thereto. The Company estimates its 
expenditures and commitments for the project to be approximately $90 million. The Company has been 
seeking appropriate rate relief to the extent project expenditures are not otherwise recoverable. On 
January 16, 1979, in an interim rate decision, the California Public Utilities Commission allowed recovery 
over a 10-year period of $34.8 million of such costs and deferred its decision regarding the remaining 
amounts. There can be no assurances that the remaining amounts will be fully recovered in rates; 
accordingly, the ultimate eff ect of this matter on the financial position and the results of operations of the 
Company is not presently determinable.  

In our opinion, subject to the effects, if any, of the ultimate resolution of the matter discussed in the 
preceding paragraph, such financial statements present fairly the financial position of the Company at 
December 31, 1978 and 1977, and the results of its operations and changes in its financial position for the 
years then ended, in conformity with generally accepted accounting principles applied on a 
consistent basis.  

DELOIFFE HASKINS & SELLS 

San Diego, California 
February 9, 1979



Statement of Income 
(In thousands except per share amounts) 

For the Years Ended December 31 1978 1977 
OPERATING REVENUES (Note 1): 

Electric ........................................................... $479,068 $388,424 
G as............................................................. 134,204 118,875 
Steam ........................................................... 1,159 740 

Total Operating Revenues......................................... 614,431 508,039 

OPERATING EXPENSES (Note 1): 

Fuel and Purchased Energy: 
Electric ........... ............................................ 272,680 207,980 
Gas ......................................................... 68,637 61,521 

Transmission, Distribution and Storage .................................. 17,158 15,275 
Other Operating ................................................... 58,583 50,272 
Maintenance ..................................................... 23,839 20,169 
Franchise Payments ................................................ 11,936 10,049 
Depreciation ..................................................... 37,980 33,740 
Taxes: 

Property ....... ............................................... 16,551 19,497 
Federal Income (Note 4) ............................................ 10,010 2,936 
State Franchise (Note 4) ...... ................................. 3,300 1,375 
Other.................................................. ..... 2,348 2,152 

Total Operating Expenses......................................... 523,022 424,966 

OPERATING INCOME................................................ 91,409 83,073 
OTHER INCOME CREDITS: 

Allowance for Other Funds Used During Construction ...................... .. . 13,900 14,828 
Other-Net....................................................... 10,644 5,945 

Total Other Income Credits........................................ 24,544 20,773 21 
INCOME BEFORE INTEREST CHARGES ........ ................... .... 115,953 103,846 
INTEREST CHARGES: 

Long-Term Debt.................................................... 47,390 42,458 
Short-Term Debt and Other............................................ 9,624 6,959 
Allowance for Borrowed Funds Used During Construction ...... . .. (7,863) (5,819) 

Total Interest Charges............................................ 49,151 43,598 
NET INCOME (before preferred dividend requirements).......... ............ 66,802 60,248 
PREFERRED DIVIDEND REQUIREMENTS ... 17,230 13,761 
EARNINGS APPLICABLE TO COMMON SHARES . $ 49,572 $ 46,487 

AVERAGE COMMON SHARES OUTSTANDING ..... 24,588 20,033 

EARNINGS PER COMMON SHARE ...... $ 2.02 $ 2.32 

DIVDENDS DECLARED PER COMMON SHARE ...... ..... $ 1.40 $ 1.28 

See notes to financial statements.  

Certain 1977 amounts have been reclassified for comparability.



Balance Sheet 
(In thousands of dollars) 

Balance at December 31 1978 1977 

ASSETS 
UTILITY PLANT-At Original Cost: 

In Service: 
Electric................................................... $ 955,937 $ 860,631 
G as ....................... ..................... 11,804 199,969 
Common and Steam ............................... 23,113 21,612 

Total Plant in Service..........................................1,190,854 1,082,212 
Plant Held for Future Use (Note 8) ...................................... 63,573 36,725 
Construction in Progress ............................................ 325,230 385,868 

Total Utility Plant............................................1,579,657 1,504,805 
Less Accumulated Depreciation ....................................... 344945 315,625 

Net Utility Plant (Notes 1 and 3)...................................1,234,712 1,189,180 
NON UTILITY PLANT-At Cost (Less Accumulated Depreciation: 

1978, $77; 1977, $230). 5,529 5,830 
INVESTMENTS IN AND ADVANCES TO SUBSIDIARIES (Note 1)............... 26,275 24,063 
CURRENT ASSETS: 

Cash (Including U.S. Treasury Notes: 1978, $3,500; 1977, $1,000) 4,268 1,917 
Receivables (Less Allowance for Doubtful Accounts: 

1978, $370; 1977, $465): 
Customer (Note 3)............................................... 49,731 39,272 
Other (Note 9).................................................. 32,728 12,886 

Materials and Supplies-At Average Cost: 
Plant Materials and Operating Supplies................................. 22,555 20,337 
Fuel Inventory (Note 2)........................................... 44,638 70,353 

Deferred Energy Costs (Note 1)........................................ 25,898 25,236 
Other ............................................................ 957 1,232 

22 Total Current Assets 180,775 171,233 
DEFERRED CHARGES AND OTHER ASSETS (Notes 1, 8 and 9) 93,522 23,163 
TOTAL .. ... $1,540,813 $1,413,469 

HLABIIES AND STOCKHOLDERS' EQUITY 
CAPITALIZATION (See Statement of Capitalization): 

Common Equity...............................................$ 480,454 $ 393,151 
Preferred Stock (Note 5)............................................ 213,500 188,500 

Total Stockholders' Equity. . ...................................... 693,954 581,651 
Long-Term Debt (Note 3)................... ... ....................... 573,065 572,599 

Total Capitalization...........................................1,267,019 1,154,250 

CURRENT LIABILITIES: 
Commercial Paper (Note 2) ........................................... 21,295 66,760 
Bankers' Acceptances (Note 2) ......................................... 23,600 46,200 
Accounts Payable................................................... 55,252 54,312 
Dividends Payable .................................................. 14,344 11,493 
Taxes Accrued (Note 4) .............................................. 12,311 8,226 
Interest Accrued.................................................... 13,808 13,190 
Current Portion of Long-Term Debt...................................... 53,037 12,224 
Other.......................................................... 23,324 12,599 

Total Current Liabilities......................................... 216,971 225,004 

CUSTOMER ADVANCES FOR CONSTRUCTION .21,291 19,206 
RESERVES AND DEFERRED CREDITS (Note 7)............................. 35,532 15,009 
COMMITMENTS AND CONTINGENCIES (Notes 6 and 8) 
TOTAL.. $1,540,813 $1,413,469 

See notes to financial statements.  
Certain 1977 amounts have been reclassified for comparability.



Statement of Changes in Financial Position 
(In thousands of dollars) 

For the Years Ended December 31 1978 1977 

FUNDS PROVIDED: 
OPERATIONS: 

Net Income (before preferred dividend requirements) ...................... $ 66,802 $ 60,248 
Charges (Credits) to Income Not Affecting Funds: 

Depreciation ................................................... 37,980 33,740 
Allowance for Funds Used During Construction ........................ (21,763) (20,647) 
Fuel Collection Adjustments-Net................................... (1,350) (32,436) 
Other-Net ................................................... 2,033 (2,434) 

Funds Provided From Operations ............ .................... 83,702 38,471 

LONG-TERM FINANCING: 
Proceeds from: 

Sale of Common Stock........................................... 71,829 50,498 
Sale of Preference Stock.......................................... 26,359 29,808 
Sale of First Mortgage Bonds...................................... 49,377 48,826 
Sale of Encina 5 ................................................ 13 1,620 
Other Long-Term Debt ........................................... 4,741 45,214 

Retirement of Long-Term Debt....................................... (13,033) (2,015) 

Funds Provided From Long-Term Financing ......................... .. 270,893 172,331 

OTHER SOURCES: 
Customer Advances for Construction.................................. 2,085 4,824 
Decrease in Working Capital......................................... - 26,348 
O the r. . .. . . . .. . . . . . . .. . . . .. . . . . . . . .. . .. . . . . .. .. .. .. . . . .. . . . . . .. . 6 8 8 1,4 28 

Funds Provided from Other Sources............................... 2,773 32,600 

Total . .................................................... $35 7,368 $243,402 

FUNDS APPLIED: 23 
Additions to Utility Plant (Excluding Allowance for 

Funds Used During Construction) ................................ $200,114 $205,489 
Net Increase (Decrease) in Deferred Charges and Other Assets ................ 44,093* (5,575) 
Dividends on Preferred Stock .......................................... 17,230 13,875 
Dividends on Common Stock .......................................... 35,457 25,994 
Investments in and Advances to Subsidiaries .............................. 3,435 3,619 
Increase in Working Capital ............................................ 57,039 

Total .............. ....................................... $357,368 $243,402 

WORKING CAPITAL CHANGES 
(Other Than Current Portion of Long-Term 

Debt and Fuel Collection Adjustments): 
Receivables ................ ................................... $ 30,301 $ (23,514) 
Materials and Supplies .............................................. 2,218 7,609 
Fuel Inventory .................................................... (25,715) 33,112 
Short-Term Debt ........................ ......................... 68,065 (10,995) 
Accounts Payable ................................................. (940) (24,984) 
Taxes, Interest Accrued and Other ..................................... (16,890) (7,576) 

Increase (Decrease) in Working Capital ................................. $ 57,039 $ (26,348) 

*Excludes prior years' expenditures on Sundesert project transferred from Construction Work in Progress to Deferred Charges.  
See notes to financial statements.  
Certain 1977 amounts have been reclassified for comparability.



Statement of Capitalization 
(In thousands of dollars) 

Balance at December 31 1978 1977 
COMMON EQUITY: 

Common Stock, $5 Par Value, Authorized 40,000,000 Shares, 
Outstanding: 1978, 27,592,809 Shares; 1977, 22,648,992 Shares $ 137,964 $ 113,245 

Premium on Capital Stock (Less Expense) ... ....... ................... . 184,562 136,093 
Retained Earnings....... ........................................... 157,928 143,813 

Total Common Equity .......................... ............. 480,454 393,151 
PREFERRED STOCK (Note 5): 

CUMULATIVE PREFERRED STOCK, $20 PAR VALUE, 
AUTHORIZED 1,375,000 SHARES: 
5% Series, 375,000 Shares Outstanding ....... ........................ 7,500 7,500 
42% Series, 300,000 Shares Outstanding .............................. 6,000 6,000 
4.40% Series, 325,000 Shares Outstanding ............................. 6,500 6,500 
4.60% Series, 375,000 Shares Outstanding 7,500 7,500 

PREFERENCE STOCK (CUMULATIVE) WITHOUT PAR VALUE, 
AUTHORIZED 5,000,000 SHARES: 
$9.84 Series, 160,000 Shares Outstanding ................. ........... 16,000 16,000 
$7.80 Series, 200,000 Shares Outstanding .............................. 20,000 20,000 
$7.20 Series, 150,000 Shares Outstanding .............................. .15,000 15,000 
$7.325 Series, 300,000 Shares Outstanding ............................. 30,000 30,000 
$8.25 Series, 250,000 Shares Outstanding ......... .................... 25,000 25,000 
$2.68 Series, 1,000,000 Shares Outstanding ........................ .... 25,000 25,000 
$9.125 Series, 300,000 Shares Outstanding ............................. 30,000 30,000 
$2.475 Series, 1,000,000 Shares Outstanding ....... ................... 25,000 

Total Preferred Stock........................................ 213,500 188,500 
LONG-TERM DEBT (Note 3): 

FIRST MORTGAGE BONDS: 
24 3% Series C, Due March 1,1978 .................................. - 10,000 

3/% Series D, Due April 1,1982..................................... 12,000 12,000 
23/8% Series E, Due April 1, 1984 ..................................... 17,000 17,000 
3'/% Series F, Due October 1, 1985................................... 18,000 18,000 
478% Series G, Due October 1, 1987 .................................. 12,000 12,000 
4%% Series H, Due October 1,1990 .................................. 30,000 30,000 
5/2% Series I, Due March 1,1997..................................... 25,000 25,000 
7% Series J, Due December 1, 1998................................... 35,000 35,000 
83/% Series K, Due February 1, 2000.................................. 40,000 40,000 
8% Series L, Due September 1, 2001.................................. 45,000 45,000 
8%% Series M, Due January 15, 2004.................................. 75,000 75,000 
9.30% Series N, Due December 15,1979............................... 50,000 50,000 
10.7% Series 0, Due May 1,1982..................................... 40,000 40,000 
10% Series P, Due July 15, 2006...................................... 45,000 45,000 
83/% Series Q, Due March 15, 2007................................... 50,000 50,000 
934% Series R, Due May 1,2008 ..................................... 50,000 

Total ............................... ...................... 544,000 504,000 

SINKING FUND DEBENTURES: 
45/8%, Due January 15, 1984............ ............. ............. 9,375 9,750 
4/2%, Due September 1, 1994 ....................................... 16,000 16,400 

Total ............. ........................................ 25,375 26,150 

OTHER LONG-TERM DEBT: 
Term Loan, 83/%, Due May 1, 1983-1985 .............................. 40,000 40,000 
Pollution Control Bonds, 6%% 1977 Series A, Due April 1, 2007. . . . 9,575 5,944 
Other ..................... .................................. 10,560 11,985 

Total ...................................................... 60,135 57,929 
UNAMORTIZED DISCOUNT ON LONG-TERM DEBT ..................... (3,408) (3,256) 
CURRENT PORTION OF LONG-TERM DEBT.......... (................. (53,037) (12,224) 

Total Long-Term Debt . 573,065 572,599 
TOTAL....... ................................................ $1,267,019 $1,154,250 
See notes to financial statements.



Schedule of Financial Information by Segments of Business 
(In thousands of dollars) 

The company is a public utility operating company engaged in the generation, distribution and sale of electric and steam 
energy and the purchase, distribution and sale of natural gas. Income taxes and corporate expenses are allocated to 
departments in accordance with regulatory accounting requirements.  

Adjustments 
For the Year Ended December 31, 1978 Electric Gas Other And 

Operations Operations Operations Eliminations Total 
Operating Revenues: 

Unaffiliated Customers ................ $479,068 $109,886 $1,159 $ 590,113 
Intersegment Sales ................... 55,688 $(31,370) 24,318* 

Total Operating Revenues ............... ... 479,068 165,574 1,159 (31,370) 614,431 

Operating Income ...................... ... 68,026 23,412 (29) 91,409 

Depreciation .......................... 30,923 7,023 34 37,980 

Capital Expenditures .................... 192,929 12,898 1,587 207,414 

Identifiable Assets: 
Net Utility Plant ................... ... . 1,084,669 135,169 14,874 1,234,712 
Materials and Supplies ................ 19,386 1,739 1,430 22,555 
Fuel Inventory....................... 41,981 2,657 44,638 

Other Corporate Assets ................. 238,908 
Total Assets........................... $1,540,813 

For the Year Ended December 31, 1977 

Operating Revenues: 
Unaffiliated Customers ................ $388,424 $100,498 $ 740 $ 489,662 
Intersegment Sales ............... .... 41,678 $(23,301) 18,377 25 

Total Operating Revenues ............... ... 388,424 142,176 740 (23,301) 508,039 

Operating Income...................... ... 67,778 15,328 (33) 83,073 

Depreciation ........................ .. . .27,116 6,593 31 33,740 

Capital Expenditures .................... 185,160 12,402 1,326 198,888 

Identifiable Assets: 
Net Utility Plant ........................ 1,046,576 129,187 13,417 1,189,180 
Materials and Supplies ................ 17,483 1,556 1,298 20,337 
Fuel Inventory ..................... .. .. . 67,765 2,523 65 70,353 

Other Corporate Assets ................. 133,599 
Total Assets........................... $1,413,469 
*Revenue from interdepartmental sales of gas allowed by the CPUC in tariff rates. See Note 1 of Notes to Financial 
Statements and Management's Discussion and Analysis of the Summary of Operations.



Statement of Stockholders' Equity 
(In thousands of dollars) 

Preferred Common Premium Retained 
For the Years Ended December 31, 1978 and 1977 Stock Stock (Less Expense) Earnings 

Balance, January 1, 1977 ...... .......... .... $158,500 $ 96,406 $102,626 $123,434 
Net Income-for year...................... 60,248 
Preference Stock Sold (300,000 Shares) ....... 30,000 (192) 
Common Stock Sold (3,367,684 Shares) ....... 16,839 33,659 
Dividends Declared: 

Preferred Stock ........................ (13,875) 
Common Stock .... ................... (25,994) 

Balance, December 31, 1977.................. ... 188,500 113,245 136,093 143,813 
Net Income-for year..................... 66,802 
Preference Stock Sold (1,000,000 Shares) ...... 25,000 1,359 
Common Stock Sold (4,943,817 Shares) ....... 24,719 47,110 
Dividends Declared: 

Preferred Stock ........................ (17,230) 
Common Stock ...... .................. (35,457) 

Balance, December 31, 1978.......... ... .... $213,500 $137,964 $184,562 $157,928 

See notes to financial statements.  

NOTES TO FINANCIAL STATEMENTS 
December 31, 1978 and 1977 

1. SUMMARY OF ACCOUNTING POLICIES Depreciation 
26 System of Accounts Provisions for depreciation of property, plant and 

The accounting records of the company are maintained equipment for financial statement purposes are generally 
in accordance with the Uniform System of Accounts based on the estimated service lives of the respective 
prescribed by the Federal Energy Regulatory Commission properties using the straightine remaining life method of 
(FERC) and adopted by the California Public Utilities computation. The provisions for depreciation for 1978 and 
Commission (CPUC). 1977 were 3.27% and 3.30%, respectively, of the related 

aggregate depreciable asset balances for these periods.  

Utility Plant For federal income tax purposes, the company computes 
depreciation using the most liberal methods and lives 

The cost of additions to utility plant and of replacements permitted by the Treasury Department. Service lives for 
of retirement units of property is capitalized. The cost of federal income tax purposes are generally shorter than the 
utility plant includes labor, material and similar items as service lives used for financial statement purposes.  
well as indirect charges for engineering, supervision, 
transportation and other related items. The company Income Taxes 
capitalizes an allowance for funds used during construction The company, in accordance with the requirements of 
(AFUDC) based on the cost of capital devoted to plant the CPUC, includes in net income the current tax 
under construction. Costs of depreciable units of plant reductions that result from timing differences and certain 
retired are eliminated from utility plant accounts and such investment tax credits, summarized in Note 4 below. No 
costs, plus removal expenses less salvage value, are provision is made for deferred taxes relating to these 
charged to accumulated depreciation. timing differences, except for deferred energy costs and 

Research, Development and Demonstration certain plant sales and abandonments. In addition, the 
company files consolidated federal and state tax returns 

Research, development and demonstration costs related with its subsidiaries in which certain items (a portion of 
to specific construction projects and a portion of general which are capitalized in the accounts of the subsidiaries) 
engineering research costs are capitalized. Other such costs are deducted for tax purposes. The resultant tax reductions 
are either charged to expense as incurred or deferred and are applied to benefit the parent companys income.  
amortized in accordance with requirements of the CPUC. The company elected to amortize the additional 
The company incurred research, development and investment tax credits, made available to the company 
demonstration costs of approximately $6.0 million and $7.4 under the Tax Reduction Act of 1975, to income ratably 
million during 1978 and 1977, of which amounts over the book lives of the respective properties.  
approximately $2.8 million and $4.9 million were deferred Federal and state taxes on income are allocated 
as of the end of the respective years. between operating income and other income credits.



Pension and Savings Plans borrowings were 9.1% and 7.2%, respectively, and the 

The company provides a noncontributory pension plan approximate average short-term borrowings outstanding 
and sainqst~ln fr sustatialy al eployes.Thewere $99.0 million and $80.7 million, respectively. As of 

and a savings plan for substantially all employees. The$21.3 million 
savings plan provides for a company contribution equal to and $66.8 million of commercial paper outstanding at daily 
50% of the amount a participant elects to set aside. The average interest rates of 11.2% and 7.2%, respectively.  
company's contribution cannot, within specified limits, Additionally, at December 31,1978 and 1977 there were 
exceed 3% of the participant's basic compensation. The $23.6 million and $46.2 million of bankers' acceptances 
company's contribution to the plans charged to expense outstanding at daily average interest rates of 12.2% and 
and utility plant for the years 1978 and 1977 were $9.2 and 7.9%, respectively.  
$8.0 million, respectively. It is the policy of the company to 
fund pension costs accrued; there is no liability for past or 
prior services under the actuarial method in use. 3. LONG-TERM DEBT 
Subsidiaries Additional first mortgage bonds may be issued under the 

The company accounts for investments in subsidiaries by terms of the bond indenture upon compliance with the 
the equity method. The assets and revenues of the provisions thereof and subject to the provisions of the 
subsidiaries are not significant in relation to those of the indentures for sinking fund debentures. Substantially all 
company. utility plant is subject to the lien of the bond indenture.  

The company has $4.0 million of promissory notes, 
Revenues payable in pounds sterling, with an English lending 

Revenues are recognized on the basis of cycle billings syndicate which are collateralized by substantially all of the 
rendered monthly. The company does not record unbilled companys customer accounts receivable. Pursuant to a 
revenues. As required by the CPUC, the company has been CPUC decision in July 1978, construction work in progress 
instructed to defer any over or undercollections as a result was credited for a $2.8 million foreign exchange gain 
of (1) total fuel costs experienced differing from those used realized on such notes.  
to set rates and (2) total gas revenues experienced differing The mandatory payments to retire the company's long
from the gas margin allowed in the last general rate case. term debt during the next five years are $53.0 million for 
As of December 31, 1978 and 1977, net undercollections 1979,$3.0 million for 1980, $2.8 million for 1981, $54.2 
of approximately $25.8 million and $24.5 million were million for 1982 and $15.0 million for 1983.  
deferred, which the company expects to recover through 
future rate adjustments.  

In a July 1977 decision, the CPUC reaffirmed the use of 
full tariff rates applicable to interdepartmental sales of Total income tax expense was less than the amount 27 
natural gas. Accordingly, revenues deferred since July 1, computed by applying the federal and state statutory rates 
1976, were recognized in June 1977. This deferral and to income before income tax. The reasons for this 
subsequent recognition of gas revenues had the effect of difference are as follows: 
increasing net income for 1977 by $3.1 million ($0.16 per 
share). 1978 1977 

_________________ ___Tax expense at statutory rates ..... ... $37,636 $31,429 

Reductions in taxes resulting from: 
2. SHORT-TERM BORROWINGS Excess of tax over book depreciation 11,099 8,195 

Deferred energy costs ..................... 7,439 11,854 
The company maintains lines of credit with various banks Allowance for funds used 

in addition to issuing commercial paper. Borrowings under during construction....... .... 11,465 10877 
the line of credit bear interest at 108% of the prevailing Gain on sale of Encina Unit 5 .. (22,407) Sundesert suspension .......... 19,925 
prime rate and a commitment fee of 1/2 of 1% per annum is Other-net 10,751 1,656 
payable on the unused portion of the line. There are no Total tax reductions...................38272 32,582 
requirements for compensating balances. Commercial Current tax credit (636) (1,153) 
paper is issued at various discount rates and usually Deferred taxes 5,276 306 
matures within 7 to 120 days. Effective November 1978, the Total income tax expense (credit) $ 4,640 $ (847) 
company has a line of credit of $100 million, all of which is Aloato oi m a e n 
available to support commercial paper.Aloainficmetxxps: avalabe o spprt omercalpapr.Operating expenses-federal and state .... $13,310 $ 4,311 

During 1978, the company renewed its credit agreement Other income credits-other-net . (8,670) (5,158) 
for the use of up to $60 million of bankers' acceptances to 
finance the purchase of fuel inventory. The bankers' T o p d .4 

acceptances are issued at the prevailing acceptance rate As of December 31,1978, the companys unused 
plus a 1.25% broker's commission and must be repaid investment tax credit, which may be carried forward and 
when the fuel is used, usually within 60 to 125 days. applied against future years' federal income taxes, is 
Substantially all fuel inventory is pledged as collateral for estimated at $31.9 million (expiring 1980 through 1985).  
this credit. Also, the company has an operating loss carryforward of 

The maximum amounts of aggregate short-term approximately $17.5 million which expires in 1984. The 
borrowings outstanding at any month-end during the years federal tax effect of the operating loss and $3.9 million of 
1978 and 1977 were $161.1 million and $113.0 million, the investment tax credit carryforwards has been reflected 
respectively. During the years 1978 and 1977, the in the accompanying financial statements as a reduction of 
approximate weighted average interest rates for short-term deferred taxes.



5. PREFERRED STOCK the dates for redemption, the redemption prices range 
from $113.50 to $100 per share for the $9.84, $7.80, 

The company, at its option, may redeem the whole or $7.20, $7.325, $8.25 and $9125 series, and from $30 to 
any part of its cumulative preferred stock outstanding upon $27.75 for the $2.68 and $2.475 series.  
payment of the redemption price together with accrued Beginning in 1983, the company is required to set aside 
dividends. At December 31, 1978, the redemption annually $2.0 million as a sinking fund for redemption of 
premiums per share ranged up to $4, depending upon the 20,000 shares of the $9.125 series preference stock 
series and the dates for redemption. (cumulative) at $100 per share plus accrued dividends.  

TheBeginning in 1984, an additional $1.2 million annually is 

redeemable upon payment of the redemptionv)is required as a sinking fund for redemption of 12,000 shares 
redemabe upn pymet oftheredmptin piceof the $7.325 series preference stock (cumulative) at $100 

together with accrued dividends, provided that prior to per share plus accrued dividends. Beginning in 1985. an 
certain specified dates through June 15, 1984, no additional $1.0 million annually is required as a sinking 
redemption may be made through refunding at an effective fund for redemption of 10,000 shares of the $8.25 series 
cost of money to the company per annum at less than the preference stock (cumulative) at $100 per share plus 
respective dividend rates. Depending upon the series and accrued dividends.  

6. COMMITMENTS AND CONTINGENCIES At December 31, 1978, the minimum rental payments of 
the company under all noncancellable leases are $15.6 

The company is engaged in a construction program million, $15.2 million, $14.9 million, $17.2 million and 
under which expenditures of $186 million are planned for $17.0 million for the years 1979, 1980, 1981, 1982 and 
1979, excluding AFUDC and other non-cash items. 1983, respectively. The aggregate amount of 

The company is committed under certain leases which noncancellable rental commitments at December 31, 1978 
are accounted for as operating leases in accordance with is $337.3 million. The company has no subleases.  
the Addendum to Accounting Principles Board Opinion The company has entered into contracts with suppliers 
No. 2 but which meet the criteria of Statement of Financial for the purchase of a minimum of 57.2 million barrels of 
Accounting Standards No. 13 for capital leases. The low-sulfur residual and diesel fuel oil through December of 
aggregate amount of assets and liabilities that would have 1982. The company estimates that commitments under 
been included in the accompanying balance sheet for such these contracts aggregate $1.0 billion at current contract 
capital leases approximated $174 million as of December prices. In addition, the company has contracted to 
2 31, 1978, including the lease discussed in Note 7, and $34 purchase a minimum of 15.7 million barrels of residual and 

emillion as of December 31, 1977. The effect on expenses, diesel fuel oil from January 1983 through June 1984 at 
had such leases been capitalized, would not be material, prices to be negotiated in the future.  

7. SALE AND LEASEBACK determined at the time of renewal. The company will pay all 
normal operating, maintenance and property tax expenses.  

In August 1978, the company consummated a sale and Until the start of the lease on January 1, the company paid 
leaseback of Unit 5 of its Encina generating facility at an interim rent of $1.0 million per month. The company 
Carlsbad, California. Terms of the lease provide for estimates a $23.2 million gain on the sale, the final amount 
minimum annual rentals of $10.2 million for a period of 25 to be determined when costs to complete the project are 
years commencing January 1,1979, and include renewal finalized. The gain has been deferred and will be amortized 
options of up to 15 years at fair market value rentals to be as a reduction of rental expense over the term of the lease.  

8. SUSPENSION OF SUNDESERT PROJECT additional $3.0 million for site-related costs. The company 
has been seeking appropriate rate relief to the extent 

On May 3,1978, the company suspended its proposed project expenditures are not otherwise recoverable. On 

Sundesert nuclear project and terminated certain contracts January 16, 1979, in an interim rate decision, the CPUC 
relating thereto as a result of regulatory and legislative allowed recovery over a 10-year period of $34.8 million of 
developments. The company estimates its expenditures the non-site related costs and deferred its decision 
and commitments for the project to be approximately regarding the remaining site and non-site costs. There can 
$90.0 million. As of December 31,m1978, the company has be no assurances that the remaining amounts will be fully 
recorded the site-related costs of $44.7 million in plant held recovered in rates; accordingly, the ultimate effect of this 
for future use and non-site costs of $42.3 million in matter on the financial position and the results of 
deferred charges. The company expects to incur an operations of the company is not presently determinable.



9. FUEL OIL EXCHANGES remaining $26 million of oil is not due until 1980 and is 
included in deferred charges and other assets. All of the 

At December 31, 1978 and 1977, the company had 3.5 1977 oil on exchange was included in accounts receivable.  
million barrels (cost, $56 million) and 0.6 million barrels Of the total on exchange at December 31,1978,2.4 
(cost, $10 million), respectively, on exchange with its million barrels (cost, $38 million) are due from a closely
suppliers and other companies. Oil to be received within held distributor not previously used by the company.  
one year is recorded in accounts receivable while oil due Because of the magnitude of the transactions relative to the 
after one year is included in deferred charges and other size of the distributor, the company has obtained the rights 
assets. The oil is to be returned to the company on a to certain assets which partially collateralize its receivable.  
barrel-for-barrel basis. Thus, no gain or loss is recognized Delivery of the fuel oil from this party will begin in 1979 
on the exchanges. when the first 742,000 barrels will be returned to the 

Of the oil on exchange at December 31, 1978, $30 company. The remaining 1,609,000 barrels are scheduled 
million is recorded in accounts receivable while the to be returned during 1980.  

10. REPLACEMENT COSTS (UNAUDITED) higher depreciation expense is recoverable under 

The company is subject to the jurisdiction of the CPC established regulatory practice.  
which authorizes rates of return on the companyms The impact of the rate of inflation experienced in recent 
investment in utility plant. Under current ratemaking policy, years has resulted in replacement costs of productive 
the company recovers, through future depreciation capacity that are significantly greater than the historical 
charges, the historical investment in productive capacity. costs of such assets reported in the company's financial 
The ratemaking process does not allow the company to statements. An analysis of the replacement cost 
recover the excess of replacement cost over historical cost information is disclosed in the company's annual report to 
which may be incurred in the future. However, when actual the Securities and Exchange Commission on Form 10-K, a 
replacements of productive capacity are made, the related copy of which is available from the company upon request.  

10. QUARTERLY FINANCIAL DATA (UNAUDITED) 

Earnings 
Thousands of Dollars Per d 

Operating Operating Net Common2 
Revenues Income Income Share 

Quarter Ended.  
1977 

March 31 ......................... . $129,588 $18,005 $12,567 $0.49 
June 30 ... ............................ 119,482 20,606 15,000 0.61 
September 30 ..................... 126,003 21,519 15,702 0.61 
December 31 ...................... 132,966 22,943 16,979 0.60 

1978 
March31 may be 149,859 24,244 17,964 0.61 
June 30 .. ........... 145,162 21,227 16,142 0.49 
September 30 ........... 156,254 25,508 20,390 0.63 
December 31......................... 163,156 20,430 12,306 0.30 

These amounts are unaudited but, in the opinion of the second paragraph under "Revenues" in Note 1, which had 
company, reflect all adjustments necessary for a fair the effect of reducing net income by $1.2 million ($0.06 per 
presentation. Such adjustments comprise only normal share) for the quarter ended March 31, 1977, and 
recurring accruals except for the recognition in June 1977 increasing net income by $4.3 million ($0.22 per share) for 
of previously deferred revenues more fully discussed in the the quarter ended June 30, 1977.  

Based on average common shares outstanding during each quarter.



Financial Data 
(Dollars in Millions Except Per Share Numbers) 1978 1977 1976 1975 1974 1973 

COMMON STOCK DATA 
Weighted Average Shares 

Outstanding (thousands) .......... . 24,588 20,033 18,035 16,458 13,697 11,615 
Shares Outstanding 

End of Year (thousands) .......... . 27,593 22,649 19,281 17,000 15,500 13,500 
Earnings Per Weighted Average Share . $ 2.02 $ 2.32 $ 2.14 $ 0.97 $ 2.09 $ 1.78 
Dividends Declared Per Share ........ $ 1.40 $ 1.28 $ 1.20 $ 1.20 $ 1.20 $ 1.20 

Book Value Per Share at Year End .... $ 17.41 $ 17.36 $ 16.72 $ 16.17 $ 16.99 $ 17.05 

Payout Ratio (%) .................. 71.5 55.9 56.5 124.9 58.7 69.6 
Return on Average Invested Capital (%) 7.5 7.7 7.7 5.7 7.8 7.0 
Return on Weighted Average 

Common Equity (%).............. .. 11.4 13.4 12.7 5.9 11.8 10.1 

CAPITALIZATION 
Common Equity ...... ............ $ 480.4 $ 393.2 $ 322.5 $ 274.8 $ 263.4 $ 230.3 

Preferred Stock ...... ............ .. 213.5 188.5 158.5 133.5 133.5 108.5 

Long-Term Debt 
First Mortgage Bonds ............ . 490.9 491.1 451.8 407.1 367.3 243.5 

Debentures .................... 24.5 25.3 26.0 26.8 27.6 28.4 

Other Long-Term Debt. . . ......... -57.7 56.2 13.2 6.6 3.7 56.8 

Total Long-Term Debt ............ 573.1 572.6 491.0 440.5 398.6 328.7 

Total Capitalization ................ $ 1,267.0 $1,154.3 $ 972.0 $ 848.8 $ 795.5 $ 667.5 

Capitalization Ratios 
Common Equity................. . 37.9 % 34.1% 33.2% 32.4% 33.1% 34.5% 

Preferred Stock ............... .. . 16.9 16.3 16.3 15.7 16.8 16.3 

30 Long-Term Debt 
First Mortgage Bonds ......... ... 38.7 42.5 46.5 48.0 46.2 36.5 

Debentures .... ............. 1.9 2.2 2.7 3.2 3.5 42 

Other Long-Term Debt ......... 4.6 4.9 1.3 0.7 0.4 8.5 

Total Long-Term Debt .... ..... . 45.2 49.6 50.5 51.9 50.1 49.2 

Total Capitalization ................ 100.0 % 100.0% 100.0% 100.0% 100.0% 100.0% 

Times Earned 
Interest on Debt 

Before Income Taxes ........... .. 2.12 2.08 2.39 1.66 2.52 2.10 

Interest and Preferred Dividends 
After Income Taxes ............ .. 1.56 1.64 1.74 1.37 1.76 1.67 

PLANT 
Utility Plant 

Electric ........................ $ 1,343.3 $1,281.7 $1,076.9 $ 918.0 $ 803.3 $ 695.7 

Gas .......................... 212.9 201.2 188.3 179.7 169.8 158.4 

Common and Steam .......... 23.4 21.9 26.2 27.0 40.3 40.2 

Total....... ...... ....... .. 1,579.6 1,504.8 1,291.4 1,124.7 1,013.4 894.3 

Accumulated Depreciation ..... ... 344.9 315.6 283.8 257.0 235.3 213.8 

Net Utility Plant..............$ 1,234.7 $1,189.2 $1,007.6 $ 867.7 $ 778.1 $ 680.5 

Plant Expenditures. . . .............. $ 217.7 $ 226.1 $ 189.5 $ 130.5 $ 125.4 $ 99.1 

Ratio of Bonds to 
Gross Utility Plant (%) ............ 31.1 32.6 35.0 36.2 36.2 27.2 

Net Utility Plant (%) ..... ....... .. 39.8 41.3 44.8 46.9 47.2 35.8 

Accumulated Depreciation to 
Gross Utility Plant (%) ..... ...... .. 21.8 21.0 22.0 22.9 23.2 23.9 

Averae Rate Base ...... ......... $ 944.7 $ 833.5 $ 794.4 $ 747.7 $ 690.2 $ 581.5



1972 1971 1970 1969 1968 Earnings Per Share (in dollars) 

10,078 10,000 10,000 10,000 10,000 2.oo- Zo9- W14 - $2.32 

11,500 10,000 10,000 10,000 10,000 
$ 1.90 $ 1.89 $ 1.82 $ 1.85 $ 1.64 100 

$ 1.14 $ 1.08 $ 1.08 $ 1.02 $ 0.96 50 $ 97 

$ 17.26 $ 16.18 $ 15.40 $ 14.69 $ 13.85 
61.9 57.0 59.3 55.1 58.4 

7.3 7.4 7.5 7.6 7.3 
1978 Revenue Dollar 

11.4 11.8 12.0 12.9 12.1 Source 
Electric Sales 

$ 198.5 $ 161.8 $ 154.0 $ 146.9 $ 138.5 
78.5 63.5 43.5 27.5 27.5 

77-979 
243.5 243.5 198.8 174.8 174.8 

29.1 29.9 30.6 31.4 32.2 
57.0 2.0 0.1 -

329.6 275.4 229.5 206.2 207.0 
$ 606.6 $ 500.7 $ 427.0 $ 380.6 $ 373.0 

32.7% 32.3% 36.1% 38.6% 37.1% 

13.0 12.7 10.2 7.2 7.4 L 
.1 93 

Stearn Sales 3 
40.1 48.6 46.5 45.9 46.9 
4.8 6.0 7.2 8.3 8.6 Disposition Dividends to 

Shareholders 
9.4 0.4 - - -_ _ Salaries& Benefits 

54.3 55.0 53.7 54.2 55.5 Depreciation/ 
Wear and Tear 

100.0% 100.0% 100.0% 100.0% 100.0% Fuel and 
Purchased Energy 

10.06" 
2.20 2.85 3.29 4.18 4.41 

8.620 

1.77 2.01 2.23 2.64 2.72 

$ 613.3 $ 529.1 $ 450.9 $ 409.2 $ 372.6 s5s.e 
147.9 136.1 126.7 114.4 105.8 

39.4 38.5 36.0 32.4 30.2 

800.6 703.7 613.6 556.0 508.6 
193.5 175.3 158.9 144.6 132.6 

$ 607.1 $ 528.4 $ 454.7 $ 411.4 $ 376.0 
Total Taxes 3.849 

$ 103.2 $ 94.3 $ 62.1 $ 51.5 $ 40.1 Reinvested in 
Business 2.300 

30.4 34.6 32.4 31.4 34.4 Other Expenses 

40.1 46.1 43.7 42.5 46.5 Cost of Money 

24.2 24.9 25.9 26.0 26.1 
$ 532.4 $ 454.9 $ 415.3 $ 383.9 $ 358.0



Electric Department Revenues and Expenses 
(Dollars in Millions) 

1978 1977 1976 1975 1974 1973 

OPERATING REVENUES 
Residential .................... $ 183.4 $ 153.0 $ 145.0 $ 117.7 $ 93.5 $ 70.4 
Commercial and Industrial........... .. 281.7 216.9 210.8 156.9 120.5 88.1 
Agricultural ...................... 7.3 6.3 5.9 4.3 3.5 2.5 
Street and Highway Lighting ......... 5.8 4.9 4.6 3.8 3.2 2.5 
Other Sales...................... 0.7 6.3 1.9 0.6 0.4 04 
Miscellaneous Revenues ..... ...... 1.0 1.0 (1.5) 1.4 1.3 1.0 
Revenue Adjustments .... ......... .. (0.8) - (12.5) - -

Total Operating Revenues ........... .. 479.1 388.4 354.2 284.7 222.4 164.9 

OPERATING EXPENSES 
Fuel............................ 247.8 199.9 171.2 148.8 87.8 55.6 
Purchased Energy ..... ........... .. 24.9 8.1 11.8 11.5 5.5 62 
Other Production............. ..... . 13.9 10.0 7.6 5.8 6.0 4.0 
Transmission..................... 3.5 3.5 3.1 3.7 2.9 2.7 
Distribution ...................... 6.4 5.1 5.0 5.0 4.7 4.3 
Customer Accounts & Sales ......... 9.8 8.8 8.1 7.1 6.1 5.6 
Franchise Payments....... ........ ... 9.3 7.6 7.1 5.5 4.3 3.3 
Administrative & General ........... 21.1 18.7 14.6 11.6 8.9 8.2 
Maintenance .................... .. . 20.9 17.6 15.1 14.0 11.8 10.3 
Depreciation ... ...... .......... ... 30.9 27.1 24.0 22.9 19.9 18.4 
Taxes 

Property ...................... ... 13.3 15.6 14.5 12.2 11.0 10.4 
Income ....................... 7.6 (2.9) 9.8 (1.1) 4.9 (1.0) 
Other......................... 1.7 1.5 1.3 1.1 1.1 0.9 

Total Operating Expenses ....... 411.1 320.6 293.2 248.1 174.9 128.9 

Operating Income....... ..... $ 68.0 $ 67.8 $ 61.0 $ 36.6 $ 47.5 $ 36.0 

32 

Gas Department Revenues and Expenses 
(Dollars in Millions) 

1978 1977 1976 1975 1974 1973 

OPERATING REVENUES 
Residential....................... $ 56.5 $ 51.9 $ 52.2 $ 55.8 $ 43.5 $ 42.0 
Commercial...................... 32.7 30.5 24.9 23.2 16.8 14.9 
Industrial-Firm .......... ........ . . 2.7 2.5 1.8 1.4 1.0 0.8 
Interruptible .................... .. . 17.0 15.8 11.1 8.0 5.2 4.5 
Interdepartment Sales Net of Cost .... 24.3 18.4 2.3 - -

Miscellaneous Revenues ....... .... 0.7 0.5 0.4 0.5 0.3 0.3 
Revenue Adjustments .............. 0.3 (0.7) - - -

Total Operating Revenues ......... 134.2 118.9 92.7 88.9 66.8 62.5 

OPERATING EXPENSES 
PurchasedGas.................... 68.6 61.5 48.2 47.1 33.2 27.1 
Storage & Other Supply ............ 0.7 0.6 0.5 0.4 0.5 0.4 
Transmission..................... 0.7 0.6 0.5 0.6 0.6 0.5 
Distribution ... ................. .. 5.8 5.5 5.6 5.0 4.6 4.4 
Customer Accounts & Sales ......... 5.8 5.3 5.0 4.3 3.8 3.5 
Franchise Payments. . . ... ........ 2.6 2.5 2.0 2.1 1.6 1.5 
Administrative & General ........... 7.1 6.7 5.7 5.0 4.4 4.1 
Maintenance ..... ............... 2.9 2.5 2.6 2.6 2.5 2.4 
Depreciation ................. .. .. . 7.0 6.6 6.2 6.0 5.2 4.9 
Taxes 

Property....................... 3.3 3.9 3.5 2.8 2.6 2.9 
Income........................ 5.7 7.3 2.0 1.8 (1.6) 1.2 
Other.................. ..... 0.6 0.6 0.7 0.5 0.5 0.6 

Total Operating Expenses . . . .... 110.8 103.6 82.5 78.2 57.9 53.5 

Operating Income $ 23.4 $ 15.3 $ 10.2 $ 10.7 $ 8.9 $ 9.0



Lines of Business 

1972 1971 1970 1969 1968 
The approximate percentages of 

$ 59.1 $ 50.7 $ 45.1 $ 41.2 $ 36.7 Operating Revenues and Operating Income 
75.5 64.4 58.4 52.5 46.5 (exclusive of taxes on income, other income 
2.2 2.0 2.0 1.7 1.8 credits and interest charges) attributable to 
2.2 1.9 1.7 1.5 1.4 each principal line of business were as 
0.7 0.2 0.3 0.2 0.2 follows: 
1.0 0.8 0.7 0.6 0.5 
_ _- - _ Operating Revenues 

140.7 120.0 108.2 97.7 87.1 Electric Gas 
1978......... 78.0% 21.8% 
1977 ......... . 76.5% 23.4% 

45.6 32.6 23.6 19.0 17.9 1976 ......... .79.1% 20.7% 
3.0 3.2 2.8 2.3 0.7 1975 ......... . 76.1% 23.7% 
3.4 2.8 2.5 2.3 2.2 1974 ...... ... 76.7% 23.1% 
2.5 2.4 2.0 2.0 0.9 
3.8 3.5 3.1 2.9 2.7 Operating Income 
5.0 4.5 4.0 3.8 3.5 Electric Gas 
2.9 2.4 1.2 1.1 0.9 1978 ......... 72.2% 27.8% 7.4 6.4 5.3 4.5 4.3 1977 ......... .74.1% 25.9% 8.6 7.6 6.9 6.4 5.3 1976 ......... 85.3% 14.7% 16.3 14.4 12.8 11.9 10.9 1975 ......... 74.0% 26.0% 

9.9 9.5 10.7 9.4 8.8 1974 ......... . 87.7% 12.3% 
0.5 4.2 7.6 9.5 8.6 
0.7 0.6 0.4 0.3 0.4 

109.6 94.1 82.9 75.4 67.1 
$ 31.1 $ 25.9 $ 25.3 $ 22.3 $ 20.0 
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1972 1971 1970 1969 1968 

$ 38.4 $ 38.3 $ 31.5 $ 30.2 $ 27.8 
12.8 12.2 9.6 8.7 7.7 San Diego Gas & Electric 0.7 0.6 0.6 0.5 0.5 
3.8 3.4 3.0 2.8 2.5 Company Service Territory 
0.3 0.3 0.2 0.2 0.2 San Diego Gas & Electric Company is an 

. 5operating public utility, principally engaged in 56.0 54.8 44.9 42.4 38.7 generating and distributing electricity and in 
distributing natural gas. The service territory 

23.5 22.8 17.8 15.3 13.8 includes 90 communities located in San Diego 
0.4 0.5 0.1 0.1 0.2 County, an adjoining portion of Orange 
0.6 0.5 0.4 0.4 0.3 County to the north, and a small section of 
4.0 3.8 3.4 3.3 3.0 Imperial County to the east.  
3.2 3.0 2.7 2.5 2.3 
1.4 1.3 0.9 0.8 0.8 
3.8 3.3 2.9 2.6 2.3 
2.4 2.2 2.1 2.1 1.8 
4.7 4.3 3.9 3.6 3.4 

2.9 2.9 3.3 3.0 3.0 
0.6 1.9 0.9 2.4 2.0 
0.3 0.3 0.3 0.2 0.2 

47.8 46.8 38.7 36.3 33.1 
$ 8.2 $ 8.0 $ 6.2 $ 6.1 $ 5.6



Steam Department Revenues and Expenses 
(Dollars in Millions) 1978 1977 1976 1975 1974 1973 

Total Operating Revenues ........... . $ 1.2 $ 0.7 $ 0.8 $ 0.7 $ 0.5 $ 0.4 

Total Operating Expenses ........... 1.2 0.7 0.8 0.7 0.5 0.4 

Operating Income................ . . $ .$. $ - $ _ - -

Total Company 
(Dollars in Millions) 1978 1977 1976 1975 1974 1973 

Operating Income ................ $ 91.4 $ 83.1 $ 71.2 $ 47.3 $ 56.4 $ 45.0 

OTHER INCOME 
AND DEDUCTIONS 
Other Income Credits 

Allowance for Funds Used 
During Construction............ ... - - 13.7 8.2 4.2 4.0 

Allowance for Other Funds 
Used During Construction ....... 13.9 14.8 - - -

Gain on Sales of Surplus Fuel Oil, 
Before Income Taxes ........... - - - - 9.4 0.7 

Other (Net)..................... 10.6 6.0 5.8 4.3 (3.8) 1.8 

Total Other Income Credits ........ 24.5 20.8 19.5 12.5 9.8 6.5 

INCOME BEFORE 
INTEREST CHARGES ............ 115.9 103.9 90.7 59.8 66.2 51.5 

Interest Charges 
Long-Term Debt................. .. 47.4 42.4 33.7 29.8 22.5 20.8 

Short-Term Debt and Other ........ 9.6 7.0 6.5 4.3 5.9 3.0 

Allowance for Borrowed Funds 
Used During Construction ....... (7.9) (5.8) - - -

Net Interest Charges ............... ... 49.1 43.6 40.2 34.1 28.4 23.8 

NET INCOME 
(Before Preferred Dividend 

Requirements) .................. 66.8 60.3 50.5 25.7 37.8 27.7 

Preferred Dividend Requirements ..... 17.2 13.8 11.9 9.7 9.2 7.0 

EARNINGS APPLICABLE 
TO COMMON SHARES ........... 49.6 46.5 38.6 16.0 28.6 20.7 

Common Stock Dividends Declared ... 35.5 26.0 21.8 19.9 16.8 14.4 

EARNINGS 
REINVESTED (DEFICI) . $ 14.1 $ 20.5 $ 16.8 $ (3.9) $ 11.8 $ 6.3



Revenues (in millions) 
1972 1971 1970 1969 1968 

700 

$ 0.4 $ 0.4 $ 0.3 $ 0.4 $ 0.3 600 $614 
0.5 0.5 0.3 0.5 0.4 500 

$ (0.1) $ (0.1) $ - $ (0.1) $ (0.1) 400 $ 508 

300 $374 

200 $290 

1972 1971 1970 1969 1968 

$ 39.2 $ 33.8 $ 31.5 $ 28.3 $ 25.5 0 1974 1975 1976 1977 1978 

Net 1In0o19 (in millions) 

2.2 2.3 0.9 0.7 0.4 70 

- 60 $60.3- 6.  

50 

- - - - - 40$0.  

2.6 1.6 0.6 0.8 0.1 30 $37.8 
4.8 3.9 1.5 1.5 0.5 

20 -$25.7 

44.0 37.7 33.0 29.8 26.0 1o 

17.8 13.4 12.3 9.5 7.3 35 
1.8 1.5 0.4 0.5 1.0 

19.6 14.9 12.7 10.0 8.3 

24.4 22.8 20.3 19.8 17.7 
5.3 3.9 2.1 1.3 1.3 

19.1 18.9 18.2 18.5 16.4 
11.8 10.8 10.8 10.2 9.6 

$ 7.3 $ 8.1 $ 7.4 $ 8.3 $ 6.8



Electric Operations 1978 1977 1976 1975 1974 1973 

NET SYSTEM-Mw 
Generating Capability .............. 2,425 2,105 2,105 2,074 2,036 1,944 

Firm Contracts. . . . ................ 155 168 173 175 168 172 

Total.......................... 2,580 2,273 2,278 2,249 2,204 2,116 

Peak Load ......... ............ ... 1,981 1,746 1,716 1,672 1,551 1,600 

GENERATION BY 
FUEL TYPES 
Kilowatt-hour Output 

Residual Fuel Oil ....... ..... ..... 54.4% 69.3% 65.7% 62.9% 45.6% 53.2% 

Natural Gas ................... . . 17.6 14.2 11.8 14.4 30.1 28.9 

Distillate Fuel Oil ................ 3.6 4.1 1.8 0.5 1.3 0.3 

Nuclear Fuel.................... 4.9 4.6 5.2 7.1 7.2 5.2 

Total Generation .............. ... 80.5 92.2 84.5 84.9 84.2 87.6 

Purchased Energy ............... .. 19.5 7.8 15.5 15.1 15.8 12.4 

Total. ........................ 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 

Annual System Load Factor % ....... 57.9 61.0 60.5 62.0 63.8 63.4 

Average Fuel Cost per Kwhr ......... 2.7t 2.5( 2.2c 1.9c 1.2C 0.74 

Average Heat Rate (BTU per Kwhr-net) 10,662 10,524 10,506 10,649 10,945 11,206 

SALES-KWHR 
(Millions) 

Residential...................... . 3,728 3,437 3,295 3,102 2,913 2,880 

36 Commercial and Industrial........... .. 5,341 5,023 4,940 4,842 4,545 4,720 

Agricultural ...................... 133 145 135 124 125 118 

Street and Highway Lighting ......... 76 71 70 67 64 60 

Other Sales........................ 185 255 206 183 118 125 

Total Sales ... ................ .. 9,463 8,931 8,646 8,318 7,765 7,903 

CUSTOMERS (END OF YEAR) 
Residential...................... . 645,137 613,886 579,968 553,045 532,800 508,914 

Commercial and Industrial .... ...... 67,802 65,018 61,514 60,973 58,873 56,657 

Agricultural ..... ................ .. 3,142 3,213 3,175 3,138 3,133 3,114 

Street and Highway Lighting ......... 840 824 755 725 651 612 

OtherSales ...................... 6 5 5 5 5 5 

Total Customers................. 716,927 682,946 645,417 617,886 595,462 569,302 

OTHER STATISTICS 
Average Residential Usage

Kilowatt-hours .................. 5,594 5,428 5,566 5,721 5,592 5,831 

Average Residential 
Rate Per Kwhr ................. .. . 4.96 4.48C 4.41C 3.79C 3.20C 2.43C 

Plant Investment per Customer ....... . $ 1,896 $ 1,898 $ 1,695 $ 1,515 $ 1,395 $ 1,270 

Plant Investment per Thousand 
Kilowatt-hours Sold .............. $ 144 $ 145 $ 127 $ 113 $ 107 $ 91 

Plant Investment per Revenue Dollar $ 2.84 $ 3.34 $ 3.09 $ 3.29 $ 3.73 $ 4.38



1972 1971 1970 1969 1968 Electric Sales (in billions of KWHR) 

10.00 

1,836 1,721 1,519 1,517 1,355 9.00 
129 118 121 125 61 0. 93 

1,965 1,839 1,640 1,642 1,416 
- - -7.00 7-77 

1,649 1,533 1,388 1,260 1,212 
6.00 

5.00 

4.00 

36.3% 27.4% 21.1% 17.9% 15.4% 3.00 

46.8 52.7 58.8 63.6 76.2 2.00 
0.5 0.5 0.2 0.1 
6.8 9.0 9.1 8.7 4.71.0 

90.4 89.6 89.2 90.3 9.3 0 1974 1975 1976 1977 

9.6 10.4 10.8 9.7 3.7 
100.0% 100.0% 100.0% 100.0% 100.0% 

Electric Customers (in thousands) 

57.4 57.2 56.7 56.2 53.2 800 
0.6C 0.5c 0.44 0.4 0.3 

11,158 11,012 10,762 10,428 10,358 700 
600 -65 683 

500 595 

2,661 2,429 2,113 1,933 1,706 400 
4,413 4,043 3,683 3,347 2,997 37 

123 112 114 94 106 
55 49 45 40 37 200 

150 27 28 40 42 100 
7,402 6,660 5,983 5,454 4,888 0 1974 1975 1976 1977 19 

478,579 448,258 421,946 399,682 380,897 
54,078 51,471 48,978 46,978 44,991 

3,141 3,144 3,176 3,175 3,249 
560 492 461 429 366 

9 9 9 10 11 
536,367 503,374 474,570 450,274 429,514 

5,738 5,590 5,137 4,936 4,560 

2.21C 2.09C 2.134 2.164 2.234 
$ 1,191 $ 1,101 $ 999 $ 956 $ 910 

$ 86 $ 83 $ 79 $ 79 $ 80 
$ 4.54 $ 4.62 $ 4.37 $ 4.33 $ 4.32



Gas Operations 
1978 1977 1976 1975 1974 1973 

NATURAL GAS SUPPLY-THERMS 
(Thousands) 

Capacity per Day .................. 3,809 3,780 3,794 3,809 3,812 3,812 
Maximum Daily Firm Sendout ........ 3,615 2,620 3,121 3,379 2,924 3,065 
Total Gas Purchased ..... ......... .. 734,356 645,217 650,556 749,642 846,546 903,473 
Average Cost of Gas Purchased ...... $ 150.31 $ 130.52 $ 98.89 $ 83.47 $ 62.19 $ 47.90 
Gas Sold to Electric Department ...... 220,734 164,932 127,485 155,505 307,032 317,122 

SALES-THERMS 
(Thousands) 

Residential ..................... 255,635 248,284 270,600 318,958 283,682 312,343 
Commercial...................... 148,212 148,364 156,788 169,883 149,590 153,824 
Industrial-Firm .................. .. 11,736 11,619 11,610 11,960 10,787 9,975 
Interruptible ... ................. .. 70,335 71,602 72,478 79,964 74,910 84,097 
Other Sales ..................... - - - 85 69 260 

Total Sales ..................... 485,918 479,869 511,476 580,850 519,038 560,499 

CUSTOMERS (END OF YEAR) 
Residential....................... 439,716 424,958 408,757 397,406 387,105 375,380 
Commercial...................... 37,448 36,780 36,091 35,311 34,568 33,769 
Industrial-Firm ................. .. .. . 86 87 87 85 85 79 
Interruptible ..................... ..133 131 133 149 144 164 
OtherSales ...................... - - - - - 1 

Total Customers................. 477,383 461,956 445,068 432,951 421,902 409,393 

OTHER STATISTICS 
Average Residential Usage-Therms. .. 591 596 672 814 744 847 
Average Residential Rate 

per Therm ..... ............... .. 22.09t 20.89C 19.30C 17.494 15.35C 13.454 

Plant Investment per Customer. ...... $ 458 $ 448 $ 439 $ 432 $ 430 $ 415 
Plant Investment per Thousand 

Therms Sold .............. ..... $ 450 $ 431 $ 382 $ 322 $ 349 $ 303 
Plant Investment per Revenue Dollar .. $ 1.63 $ 1.74 $ 2.11 $ 2.11 $ 2.71 $ 2.72 

Steam Operations 
Sales-millions of 

pounds Commercial ............ 203.4 202.5 241.4 272.5 255.5 331.3 
Customers (end of year) Commercial . . 64 63 66 67 67 71 

Other Statistics 
Population Served (Thousands) ...... 1,861 1,806 1,736 1,689 1,675 1,625 
Regular Employees ................ 4,384 4,130 3,885 3,615 4,019 4,007



1972 1971 1970 1969 1968 
600 

500 
3,801 3,823 3,841 3,856 3,888 
2,992 3,097 2,462 2,418 2,698 400 

995,181 1,018,784 922,107 879,361 865,365 300 
$ 42.86 $ 40.11 $ 38.14 $ 34.90 $ 33.21 
444,541 436,854 430,382 403,071 429,107 200 

100 

0 194 195 17 977 V7 

299,391 309,962 262,552 259,993 236,181 
139,860 136,682 115,729 107,866 95,863 

9,607 9,122 9,052 9,031 8,149 Gas Customers (in thousands) 
80,437 77,168 75,658 69,888 63,394 

132 161 3 71 91 soo 

529,427 533,095 462,994 446,849 403,678 400 

300 

362,470 349,299 337,140 326,648 316,150 2 

32,337 30,865 29,541 28,500 27,338 100 
80 72 70 67 64 o 1974 1975 1976 1977 1978 

164 163 166 170 175 
1 1 - 1 1 

395,052 380,400 366,917 355,386 343,728 

39 

841 905 792 810 761 

12.82C 12.34C 11.99C 11.61X 11.754 
$ 405 $ 389 $ 375 $ 351 $ 341 

$ 302 $ 278 $ 298 $ 279 $ 290 
$ 2.86 $ 2.70 $ 3.07 $ 2.94 $ 3.03 

349.3 366.8 332.9 349.0 335.3 
74 72 71 69 74 

1,575 1,507 1,465 1,445 1,398 
3,874 3,660 3,525 3,333 3,137



Stock Prices 1977-1978 
4.40% 41/2% 5% $9.84 $7.80 $7.20 $2.68 

1977 Common Preferred Preferred Preferred Preference Preference Preference Preference 
Qtrs. High Low High Low High Low High Low High Low High Low High Low High Low 

1st 1514 134 103/8 934 11 10 12 11 110 101 90 84 84 76 29% 28% 

2nd 15 134 103/s 934 11 10 12 11 107% 102 90 84 86 76 294 28/8 
3rd 154 14 1/8 11 9% 11% 10 12 11% 111 102 91 86 86 76/s 304 284 

4th 16 151/s 10% 9% 10/8 10 12 11 109 102 894 84 83 76 30/8 28 

4.40% 4 % 5% $9.84 $7.80 $7.20 $2.68 $2.475 
1978 Common Preferred Preferred Preferred Preference Preference Preference Preference Preference 
Qtrs. High Low High Low High Low High Low High Low High Low High Low High Low High Low 

1st 16% 14/8 10/8 9% 10 934 11'/2 104 107 101 89 811/2 841/2 76 29 274 -

2nd 154 144 104 9 101/4 934 12/ 11 106 97 85 74 80 73 28% 26% 26 24 

3rd 16 14N 10 914 104 9 117 10% 105 97 86 75 81 71 29% 26/8 26N 24% 

4th 154 1414 934 8 10 84 11/8 9% 103 914 82 71 80 67 27 25 25 22 

Quarterly Dividends Paid in 1977-1978 

4.40% 4 % 5% $9.84 $7.80 $7.20 $2.68 $2.475 
Common Preferred Preferred Preferred Preference Preference Preference Preference Preference 

36C' 22C 221C 25C $2.46 $1.95 $1.80 67C 613C 

Rate paid since October 15, 1978. Prior rates were 30C, paid from October 15, 1972, and 34(, paid from October 15, 
40 1977. The company has paid dividends on its common stock in each year since 1909.  

4th Quarter Results 
Statement of Income 
(In thousands except for per share amounts) 

Three Months Ended Year Ended 
December 31 December 31 

1978 1977 1978 1977 

Operating Revenues ....... .................... .$ 163,156 $ 132,966 $ 614,431 $ 508,039 
Operating Expenses ............................ . 142,726 110,023 523,022 424,966 

Operating Income .............................. 20,430 22,943 91,409 83,073 
Other Income Credits ......................... 3,920 5,701 24,544 20,773 
Interest Charges ........................... 12,044 11,665 49,151 43,598 

Net Income (before preferred dividend requirements) . . 12,306 16,979 66,802 60,248 
Preferred Dividend Requirements.................. 4,410 3,794 17,230 13,761 

Earnings Applicable to Common Shares ....... $ 7,896 $ 13,185 $ 49,572 $ 46,487 

Average Common Shares Outstanding .............. 26,137 21,834 24,588 20,033 
Earnings Per Common Share ......... .......... $ 0.30 $ 0.60 $ 2.02 $ 2.32 
Dividends Declared Per Common Share............. $ 0.36 $ 0.34 $ 1.40 $ 1.28 
See Management's Discussion and Analysis of the Summary of Operations.



San Diego Gas & Electric Company Distribution of 
(Incorporated in California) 
P.O. Address: Box 1831, San Diego, California 92112 S ehombers 
Principal Office: 101 Ash Street, San Diego, 

California 92101 Preferred Common 
Telephone (714) 232-4252 Total Shareholders 14,196 71.153 

Annual Meeting of Shareholders Class of Investor 
In accordance with the bylaws of the company, the annual Women 4,402 21,978 
meeting of shareholders is held on the fourth Tuesday in Men 2,594 15,807 
April at 11 a.m. at the principal office of the company. Joint Accounts 5,013 24,982 

ListingFiduciaries 
1,174 6,798 

The common stock is listed on the New York and Pacific Nominees 398 609 
Stock Exchanges (Symbol: SDO) ohees 517 748 

The preferred stocks (except 4.60% series and $7.325, 
$8.25 and $9.125 preference series) are listed on the Foreign 32 188 
American and Pacific Stock Exchanges (Symbol: SDO) Amounts Owned 

i to 99 Shares 4,700 12,729 
Stock Transfer Agents and Registrars 100-300 Shares 7,678 42,494 
California First Bank 301-500 Shares 1,027 8,472 
8155 Mercury Court 501-1000 Shares 494 5,362 
P.O. Box 2529 Over 1000 Shares 297 2,096 
San Diego, California 92112 Location 

Transfer agent for common Service Area 4,203 15,110 
Transfer agent and registrar for all preferred Rest of California 4,837 22,758 

United California Bank Other States 
c/o Schroder Trust Company & Foreign 5,156 33,285 
One State Street 
New York, New York 10015 

Transfer agent and registrar for common 
Transfer agent and registrar for preference only (except 

$7.325, $8.25 and $9.125 preference) 

Bank of America 
625 Broadway 
San Diego, California 92101 

Registrar for Common 

Shareholders' Agent for Dividend Reinvestment Plan 
United California Bank, 
Dividend Reinvestment Service, 
P.O. Box 60975 
Los Angeles, California 90060 

TotalSharholdrs 14196 1 T15 

Class ofInvesto
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