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BEFORE THE UNXTED STATES ATOMXC ENERGY COMMXSSXON

In the Matter of PACIFXC GAS )
)

AND ELECTRIC COMPANY )
)

Units 1 and 2 )
Diablo Canyon Site )

)

Docket Nos. 50-275
50-323

In accordance with the Atomic Energy Act of 1954,

as amended, and the rules and regulations issued thereunder,

PACXFIC GAS AND ELECTRIC COMPANY (hereinafter called "PGandE")

herein seeks from the UNITED STATES ATOMXC ENERGY COMMXSSXON

(hereinafter called "AEC") (i) a 40-year Class 104 b. license

to operate Units 1 and 2 at. its Diablo Canyon Site, San Luis

Obispo County, California (hereinafter called "the Units"),
and (ii) appropriate source, byproduct, and special nuclear

material licenses for the Units. In support of this applica-
tion PGandE alleges as follows:

1. PGandE, a California corporation, 77 Beale Street,

San Francisco, California 94106, is an operating public utility
engaged principally in the 'business of furnishing electric and

natural gas service throughout most of northern and central
California. PGandE is not owned, controlled, or dominated by

an alien, a foreign corporation, or a foreign government. All
of PGandE's directors and principal officers are citizens of
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the United States. The names of PGandE's principal officers,
all but one of whom* are located at 77 Beale Street, San

,Francisco, California 94106, are as follows:.

Name Title
S. L. Sibley

John P. Bonner
Richard H. Peterson
Robert H. Gerdes
J. D. Worthington
D. L. Bell

. H. P. Braun
Joseph Y. De Young
Robert, R. Gros
Ellis B. Langley
F. F. Mautz
F. W. Mielke, Jr.
R. K. Miller
F. A. Peter
John P. 'Roberts, Jr.
F. T. Searls
C. H. Sedam
B. W. Shackelford
E. F. Sibley
John A. Sproul
J. F. Taylor
T. M. Welp

Chairman of the Board and Chief Executive
Officer

President
Vice Chairman, of the Board
Chairman of the Executive Committee
Senior Vice President
Vice President — Finance
Vice President - Electric Operations
Vice President — Commercial Operations
Vice President - Public Relations
Vice President — Division Operations
Vice President — Engineering
Vice President and Assistant. to the

Chairman of the Board
Vice President — Personnel and General

Services
Vice President and Comptroller
Vice President — Rates and 'Valuation
Vice President and General Counsel
Vice President — General Construction
Vice President — Planning and Research
Vice President: — Gas Operations
Vice President — Gas Supply
Secretary
Treasurer

*Mr. Sproul's office is located at 245 Mar'ket Street
San Francisco, California 94106.

The names and addresses of PGandE's direct:ors are as follows:
Name Address

John F. Bonner

Ransom M. Cook

C. Raymond Dahl

Charles de Bretteville
Rudolph J. Drews

77 Beale Street,
San Francisco, California 94106
464 California Street,
San Francisco, California 94120
1 Bush Street,
San Francisco, California 94119
400 California Street,
San Francisco, California 94120
Crocker Plaza, 1 Post Street,
San Francisco,. California 94104
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Name Address

Alfred W. Eames, Jr.
Robert H. Gerdes

Walter A. Haas

James M. Hait

Leon S. Peters

Richard H. Peterson

Porter Sesnon

S. L. Sibley

Emmett G. Solomon

215 Fremont Street,
San Francisco, California 94119
77 Beale Street,
San Francisco, California 94106
98 Battery Street,
San Francisco, California 94104
P. O. Box 760,
San Jose, California 95106
2510 Southeast Avenue,
Fresno, California 93706
77 Beale Street,
San Francisco, California 94106
2 Pine Street,
San Francisco, California 94105
77 Beale Street,
San Francisco, California 94106
1 Montgomery Street,
San Francisco, California 94120

2. The thermal power ratings of the Units are

3338 MWt and 3411 MWt, respectively. The corresponding net

electrical outputs are 1084 MWe .and 1106 MWe, respectively.
The. scheduled completion date for Unit 1 is August 1, 1974,

and the anticipated commercial operation date is March 1,

1975. The corresponding dates for Unit 2 are August 1,

1975-and March 1, 1976, respectively.
3. The Units are to be used for the generation of

electric energy. Other licenses, except operators'icenses,
herewith applied for include whatever source, byproduct, and

special nuclear material licenses are required to operate

the Units.
4. The estimated annual operating cost of the Units,

exclusive of fixed charges on capital investment, is $ 34 million.
The estimated cost of permanently shutting, down the Units and
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maintaining them in a safe condition, based upon present costs

and assuming a minimum of equipment removal, is $ 20 million.
Attached hereto as Exhibit, A is a copy of PGandE's 1972 Annual

Report. PGandE believes that the financial information contained

therein indicates that PGandE possesses or has reasonable assur-

ance of obtaining the funds necessary to pay the above costs.

5. The technical information required by 10 CFR

50.34 is set forth in eight. volumes entitled

"Final Safety Analysis Report
Units 1 and 2

Diablo Canyon Site
Pacific Gas and Electric Company"

forwarded separately as Exhibit B and made a part hereof.

6. This application does not contain *any Restricted

Data. PGandE will not permit any individual to have access to
Restricted Data until the Civil Service Commission shall have

made an investigation and report to the.AEC on the character,

associations, and loyalty of such individual, and the AEC shall
have determined that permitting such person to have access to
Restricted Data will not endanger the common defense and security.

7. An environmental report covering the Units was

filed August 9, 1971, and three supplements thereto were filed
November 9, 1971, July 28, 1972, and August 25, 1972 to comply

with Appendix D to 10 CFR 50. Appendix X to the Environmental

Report was filed June 13, 1973. The matters described in para-

graphs A. 1-5 of Appendix D to 10 CFR 50 were included in the
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Environmental Report as supplemented. No significant change

requiring additional coverage of such matters has since occurred,

and the Environmental Report as supplemented is hereby incorpo-

rated by reference.

8. Xt is requested that, all orders, notices, papers,

or other communications issued by the AEC in connection with
this application be mailed or delivered to:

Frederick T. Searls
Vice President and General Counsel
Pacific Gas and Electric Company
77 Beale Street
San Francisco, California 94106

WHEREFORE, PGandE prays that the AEC issue (i) a

license authorizing PGandE to operate Units 1 and 2 at its
Diablo Canyon Site and (ii) such byproduct, source, and

special nuclear material licenses as may be necessary to
operate the Units.

Subscribed in San Francisco, California, this



0



day of 1973.

Respectfully submitted,

PACIFIC GAS AND ELECTRIC COMPANY

By
J. D. Worthington

Senior Vice President

FREDERICK T. SEARLS
JOHN C. MORRISSEY
PHILIP A. CRANE, JR.
Attorneys for Pacific Gas
and Electric Company

By
Philip A. Crane, Jr.

Subscribed and sworn to before me
this day of 1973

SEAL)
Theodora Cooke, Notary Public in
and for the City and County of
San Francisco, State of California

My Commission expires January 28, 1977
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~ Earnings per share of common stock for 1972 were

recognition of the increased earnings and the higher investment per share on the part of the common

stockholders, the common stock dividend was increased in January to 44~ia cents per share, effective

with the April 16, 1973 payment. This was an increase of 1~/a cents per share over the quarterly r

effect since the first quarter of last year, bringing the annual rate to $ 1.78 per share.

The Board of Directors on January 17, 1973 authorized the issuance, on a rights basis, of 4,072,409

shares of common stock in the ratio of one share for each 15 held as of March 6.

In February 1972 the Company applied to the California Public Utilities Commission for authority

to increase its gas rates in order to meet increased operating expenses and provide a reasonable return

on the Company's investment in gas facilities. In December 1972 the Commission authorized the Com-

pany to increase its gas rates by $48.2 million annually. The new rates became effective January 3, 1973.

In February 1973 the Commission authorized the Company to incorporate in its electric rate

schedules a provision permitting adjustments to reflect changes in the cost of fuel.

A new electric system peak demand of 10.5 million kilowatts occurred on July 14, 1972, and during
the year the total system output reached a record total of 59.1 billion kilowatt hours. The daily sendout

of natural gas reached a record 3.9 billion cubic feet, and the total gas sendout for the year was about

one trillion cubic feet.
The Company continued to meet its growing electric power demands with adequate reserves.

At the time of the peak last summer, the Company had approximately 1,600,000 kilowatts of generating

capacity in reserve. In the latter half of the year, the Company completed a 735,000 kilowatt fossil-

fueled addition to its Pittsburg plant and two units totaling 106,000 kilowatts of geothermal generating

capacity. The Company has about 3 million kilowatts currently under construction or scheduled for

completion by the end of 1977, including two 1,060,000 kilowatt nuclear units, on which good progress
is being made. With the completion of this program, together with purchases from others under existing

contracts, our electric demands for the next several years will be well provided for.
The challenge that we face in respect to providing adequate and reliable sources of power rel

to the last years of this decade, and the next. Difficulties will undoubtedly be encountered in securing
sites for large, modern plants with adequate supplies of cooling water and, in the case of fossil-fueled

plants, adequate fuel supplies as well. As explained in our letter to stockholders for the fourth quarter,
the Company in January of 1973 withdrew its application for construction of two large nuclear units at

its Mendocino coastal site, which were scheduled for completion in 1979 and 1980 (see page 10).

Studies are currently under way to replace this capacity with other types of plants which can be com-

pleted in the time required.
For the 1980's, construction of additional nuclear, fossil-fuel and geothermal units, and a pumped-

storage hydroelectric project are planned.'The Company believes that the development of nuclear

power generation, preferably at coastal sites where unlimited supplies of cooling water are available, is

the most promising long-range solution to the problem of meeting the major part of our growing power
demands with a minimum impact on the environment.

S. L. Sibley, Chairman of the Board
and Chief Executive Officer



A shortage of natural gas exists in many parts of the United States, and is now affecting the availa-

bility of gas to our fossil-fueled generating plants and our interruptible industrial customers. However,

the Company has adequate supplies for its residential and other firm customers for the next several

years. Through its subsidiaries, the Company is seeking additional sources of natural gas in the Rocky

ntain area of the United States, in Canada and in Alaska. The Company is also studying the feasi-

bt tty of synthesizing natural gas from petroleum feedstocks, investigating the possibility of importing

liquefied natural gas, and supporting joint industry-government research to develop improved methods

of gasifying coal. Each of these potential incremental supplies of gas will be far more costly than present

supplies because of the great distances or new technologies involved in bringing this gas to market. It is

anticipated that these higher costs will be reflected in customer rates in a timely manner.

The rich and varied resources of Northern and Central California have long sustained a diverse

and healthy economy in the Compafty's service area. The abundant and reliable sources of energy which

PG8 E has developed have been an important element in the economic strength of this area. To main-

tain and develop adequate and environmentally desirable sources of electric energy, the Company, in

addition to carrying out an extensive research program with its own scientists and engineers, is sup-

porting an expanded research and development program by the electric industry. An important part
of the industry program is the development of a commercial "fast breeder" nuclear reactor.

The Company will continue the timely development of additional energy supplies provided unreal-

istic barriers are not placed in the way. These supplies will be required to meet the energy needs of the

Company's new customers and the additional demands for energy of its existing customers. In meeting
these growing requirements for energy, the Company will continue to be aware of its environmental

responsibilities. PG&E is confident that, with the understanding of the public and the cooperation of

government, it will be able to strike a proper balance between environmental protection and energy

supply, and will be able to maintain the same high degree of reliable service that it has furnished in the

past.
In the July Board of Directors meeting the undersigned was elected Chairman of the Board and

ef Executive Officer; John F. Bonner, formerly Executive Vice President, was elected President and

Chief Operating Officer; and Richard H. Peterson, formerly Executive Vice President, was elected Vice

Chairman of the Board.
It is a pleasure to acknowledge the dedication and outstanding performance of our employees

which greatly contributed to our successful year.
A more detailed review of financial matters and operations during 1972 follows, with audited finan-

cial statements beginning on page 20.

For the Board of Directors

February 28, 1973

$'I g

t7 )

Is'-

John F. Bonner, President
and Chief Operating Officer

Richard H. Peterson,
Vice Chairman of the Board

Robert H. Gerdes,
Chairman of the Executive Committee



The economy
of our service
area is so
diversified
that no
customer
accounts for
more than
2% of our
$1.3 billion
ofrevenues.
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The agricultural,

petroleum and

electronics indus-

tries illustrate the

wide range of

customers served

by PG&E.
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Operating revenues for 1972 were $ 1 billion 351 million, an increase ofinan Cial $90mlllion, or 72%, over 1971. Eteotrio revenues oontrihuted633% of the

total, gas revenues 36.5%, and water and steam sales the small remainder. The $90 million increase in

revenues resulted principally from increased electric sales, as well as somewhat higher gas and elec~le
rates reflecting higher prices of purchased gas. As shown in detail on page 17, total sales of electing
increased 5.2%. Sales to industrial customers increased 14.4% because of the high level of economic,

activity, and agricultural power sales increased 12.4% as a result of less precipitation in 1972 than in

the prior year. Gas sales to residential customers declined 2.1% because of normal weather during 1972,

compared to the colder-than-normal weather of 1971.

Operating expenses amounted to $ 1 billion 70 million, an increase of $76 million, or 7.7%, above

the prior year. Nearly half of this increase resulted from increases in the cost of gas purchased by the

Company.

Net income for 1972 was $215.3 million, an increase of $22.2 million over the prior year. In accord-

ance with current accounting practice, $5.7 million of undistributed earnings of subsidiaries in prior

years was included in net income for 1972. After preferred dividend requirements, there remained

$184.2 million available for the common stockholders, equivalent to $3.02 per share, an increase of

27 cents over the prior year.

The common stock dividend was raised by 2 cents per share in the first quarter of 1972 to 43 cents,',

and in the first quarter of 1973 to 44'/2 cents, effective with the April 16, 1973 payment. The annual

dividend rate now in effect is $ 1.78 per share.

As previously reported to stockholders by letter, 41.7% of the common stock dividends received by
stockholders in 1972 is excludable from taxable income for Federal income tax purposes. As a result of
the 1969 Tax Reform Act, the exclusion of the Company's common dividends from taxable income willbe

substantially reduced or eliminated beginning in 1973.

Nearly half of the funds for the Company's $544 million plant expansion program in 1972 was

rived from reinvested earnings and depreciation charges. The balance was financed with the proceeds
of three security issues and short-term notes. In March the Company sold 2,000,000 shares of $25 par
value preferred stock on a negotiated basis at a cost of 7.26%. In July the Company sold $ 125 million
of 32-year bonds at competitive bidding at a cost of 7.58%. In December an additional 2,000,000 shares
of $25 par value preferred stock were sold on a negotiated basis at a cost of 7.31%. At year end the

Company had $54 million of short-term notes outstanding.
At the close of 1972, the Company's total capitalization was $4.6 billion, consisting of 52.3%

mortgage bonds, 12.4% preferred stock, and 35.3% common stock equity. The 22,598,000 shares of
'utstandingpreferred stock were owned by 91,303 stockholders, and the 61,086,000 shares of outstand-
'ngcommon stock were owned by 167,081 stockholders.

OOLLARS PER SHARE

EARNINGS
DIVIDENDS PAID~ REINVESTED EARNINGS



The Company must earn a fair rate of return on its investment in utilityplant in order to

maintain the high quality of its securities and to sustain a reasonable earnings growth
—both necessary if the Company is to attract the capital to build the facilities needed to serve its

customers.

As reported previously, the Company applied for an increase in gas rates on February 1, 1972 to

meet continuing increases in financing and operating costs other than the costs of natural gas. On De-

cember 19, 1972, the California Public Utilities Commission authorized the Company to increase its gas

rates by $48.2 million annually, effective January 3, 1973. The Commission stated that this increase was

designed to permit the Company in 1973 to earn, after all operating expenses, an 8.0% rate of return on

its investment in gas facilities.

The prices the Company pays for natural gas from its three sources of supply were increased by

$ 15 million on an annual basis during 1972. The Company obtained the Commission's authorization to

increase its gas rates to offset these increased gas costs.

On February 21, 1973 the Commission authorized the Company to incorporate in its electric rate

schedules a fuel cost adjustment clause to adjust the Company's rates periodically by amounts com-

mensurate with increases or decreases in the cost of natural gas or fuel oil consumed for electric gen-

eration. These rate adjustments will help to stabilize earnings in the face of rising costs of both fuel oil

and natural gas, as well as the progressively greater consumption of fuel oil, the more expensive of the

two fuels, resulting from the diminishing supply of natural gas.

In September the Company applied to the Federal Power Commission for an increase of $2.4 mil-

lion annually in electric rates to its wholesale customers. This increase is necessary to offset higher

operating costs and to raise the rate of return on investment in thissegmentof the Company's business.

Affected by this rate increase application are three other utility companies and several cities which buy
power from the Company for resale to their own customers. The new rates will become effective in April

3, subject to possible modification and refund in accordance with the Commission's final decision.

~ CAPITAL EXPENDITURES~ INTERNAL FUNDS



The resources
available to
provide elec-
tricityfor our
customers are
balanced be-
tween hydro-
electric and
thermal
electric
generation.



The fiery interior

of a fossil-fueled

boiler, a geo-

thermal-steam

field and a moun-

tain stream typify
the diversity of

PG8 E's sources

of electric gen-

eration. Thermal

electric generation

accounted for

53% of electric

system output in

1972. Hydro-

electric generation

produced the

remainder.



PLANNED CAPACITY ADDITIONS—KW

Completion
Date Geothermal TotalFossil

E
The Company's electric system output was 59.1 billion kilowatt hours during 1972,

L an increase of 8% over the prior year. Of this total, 53% was produced in the Com-,
pany's thermal electric generating plants. The remaining 47% was generated by the Company's 65

hydroelectric plants or purchased under agreements with other hydroelectric producers, principally
public water conservation agencies within the Company's service area.

Generating capacity available to the Company to serve its 2,768,000 electric customers was

12,958,000 kilowatts at year end, consisting of 10,417,000 kilowatts from Company plants and 2,541,000
kilowatts available from other producers under firm contracts.

In January of 1973, the Company withdrew its applications for the construction of a nuclear power
plant at its Mendocino site because of unresolved geological and seismological questions recently
raised by the U.S. Geological Survey (USGS) and further uncertainties caused by the California Coastal
Zone Conservation Act of 1972. This Act established temporary land-use regulations and created the
Coastal Zone Conservation Commission to draft and submit to the Legislature in 1976 a proposal for the
controlled development of the California coastline. The USGS expressed its opinion that in the present
state of the art of offshore geophysical techniques, and, because of the physical characteristics of the II

Mendocino site, it is not possible at this time to resolve all questions as to site suitability. Until all reason-',
able doubts regarding the suitability of the site have been resolved, PG8 E has no desire to proceed
and has stopped all work at the Mendocino site, except for completing geologic and seismic investiga-,,
tions already in progress. The Company withdrew the applications without prejudice to its resubmitting
them at such time as it may be able to resolve the present uncertainties.

In order to replace this generating capacity, the Company is planning other types of plants which
can be completed in the time required. As shown below, the Company has 3,001,000 kilowatts of gener-
ating capacity currently under construction or scheduled for completion by the end of 1977. The largest

'dditionsto plant capacity will be two nuclear units at the Diablo Canyon site, 170 miles south of San
Francisco. The first 1,060,000 kilowatt unit is approximately 70% completed, and the second unit is

approximately 30% completed.

1973

1974

1975

1976

1977

Total

106,000

106,000

106,000

245,000

110,000

673,000

52,000

52,000

52,000

52,000

208,000

1,060,000

1,060,000

2,120,000

106,000

158,000

1,218,000

1,357,000

162,000

3,001,000

In addition to the above capacity additions, Sacramento Municipal Utility District's Rancho Seco
nuclear unit is expected to begin operation in 1974. A substantial part of its 830,000 kilowatt capacity
will be available to the PG8 E system for several years through an exchange and integration agreement,
which provides for purchase by the Company of the unit's capacity and energy that is surplus to the
District's needs.
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1972 the Company purchased a total of 1 trillion15 billion cubic feet of natural gas for its

BS customers and for use as fuel in its thermal-electric generating plants. Of the total, 40% was

obtained from the Southwest and delivered at the Arizona-California border by El Paso Natural Gas

Company. The Alberta-California pipeline delivered 36% from Canadian fields, and the remainder came

California producers. The average price paid for gas from these three sources was 37.2 cents per

F, an increase of 8.5% over the price paid in 1971.

The Company's gas customers, who totaled 2,384,000 at the end of 1972, required a record daily
sendout of 3.9 billion cubic feet of gas on January 3. The Company currently has an adequate supply of

natural gas to serve the requirements of its residential and other firm customers, including anticipated

load growth, for several years. However, interruptible customers and the Company's thermal-electric

generating plants will be subject to increasing curtailment in theyears ahead.

On October 31, 1972, the Federal Power Commission issued interim emergency regulations to

cover the curtailment of deliveries of natural gas by El Paso Natural Gas Company. The order establishes

customer curtailment priorities in time of gas shortages and will be in effect until October 31, 1973, or

until a permanent plan is finally approved by the Commission, whichever occurs first. The Company
considers that this order deprives it of a fair allocation of gas from El Paso, and is urging the Commis-

sion to adopt a more equitable method of allocation.
This recent ruling by the FPC reflects the current concern by both the government and private in-

dustry over diminishing natural gas availability. In order to supplement its existing gas supply, the Com-

pany, through its subsidiaries, is participating in a number of exploratory ventures. Our principal effort

continues to be in the western Provinces and northern Territories of Canada. The search for gas has

recently been extended into northern Alaska. Extensive exploratory efforts are also being made in the

Rocky Mountain area of the United States. In addition, the Company is participating with other gas utilities

in research projects to develop more economic processes to convert some of the nation's ample coal

reserves to gas, as well as investigating the conversion of petroleum feed-stocks to synthetic natural gas
the importation of liquefied natural gas carried by tankers from overseas sources. All of the Com-~y's prospective new gas supplies willbe far more costly than its present supplies.

SOURCES OF NATURALGAS
CANADIAN

EL PASO
CALIFORNIA

69 64 60 60 61 60 69 60 0t 69 09 64 66 60 01 60 69 10 11 lg



The diverse
geography of
Northern and
Central Cali-
fornia makes
PG&E's vast
service area
uniquely at-
tractive and
productive.



The Central Valley,

the Sierra and the

Pacific Ocean

combine to make

our 94,000-

square-mile

service area one

of the most scenic

and prosperous

regions in the

world.



g The Company's long-established environmental program has been',

L expanded in recent years. It embraces air and water quality, recre-

ation, design of facilities, and research into more ways of providing energy in an environmentally

sensitive fashion.

Capital expenditures for aesthetic and environmental purposes in 1972 were approximat

$48 million. Projections indicate that such outlays willapproach $300 million for the period 1973 through

1976. This investment will enable the Company to sustain established programs and to undertake new,

commitments to minimize the environmental impact of its operations.

The Company has traditionally given careful attention to the appearance of its offices, service

centers, substations, transmission towers and other facilities. Architecture typically. reflects local tradi-

tion, while building materials are chosen to harmonize with both man-made and natural surroundings.

This same care extends to selection of trees and plants used in landscaping.

Similar aesthetic concern underlies the Company's continuing program of removing utility poles

and placing electric distribution lines underground in certain areas. Over the past five years, $45 mil-
'ionhas been devoted to this program in communities throughout the PG&E system. The 1972 budget

included $ 10 million for this purpose.
Since 1959, the Company has created recreational opportunities in its 275 square miles of alpine

watershed, the locale of its 65 hydroelectric generating plants. Some 500 Company campsites, 200
~

picnic areas and 225 miles of stream are available to sportsmen and other recreation seekers.

While careful land management is the watchword in mountain watersheds, preservation of air

and water quality is the primary environmental concern in operating thermal generating plants. In 1972

the Company completed an $ 11 million self-contained spray cooling system for its 735,000 kilowatt

addition at its Pittsburg Power Plant. This system allows cooling water to be recycled through the con-
'enserand eliminates the need to discharge warmed water into the adjacent Sacramento River.

In 1968 the Company instituted a program to reduce the emission of nitrogen oxides from its g~
crating plants. This program has been completed at the plants located on the coast and is now hei~,
carried out at the plants located in the San Francisco Bay Area. This program will cost approximately

$ 18 million.

For many years the Company has maintained a cadre of well-qualified specialists in such varied

disciplines as marine biology, hydrology, meteorology, oceanography, geology, soil chemistry and en-

gineering. A sound environmental program depends in large measure upon encouragement and intelli-

gent utilization of both basic science and new technologies.



I

)
During the past 12 months, the Company has lost the services of two out-

I ~ I M~ I I I I ~ I standing Board members. In July James F. Crafts, a Board member for 22

years and a member of the Executive Committee, resigned. On the same date C. Raymond Dahl,

President and Chief Executive Officer of Crown Zellerbach Corporation was elected to the Board.

In January of 1973 Elliott McAllister, a member of the Board of Directors for 22 years and a mem-

ber of the Executive Committee, died. Mr. McAllister was succeeded on the Executive Committee by

Charles de Bretteville.

On April 1 C. Elliot Ginochio, Senior Vice President, retired after a 42-year career with the Com-

pany. At the April meeting, the Board elected Ellis B. Langley, Jr. Vice President —Division Operations.

At the end of 1972, the Company had 25,661 employees, of whom approximately 72'/o are repre-

sented by the International Brotherhood of Electrical Workers, AFL-CIO. During the year the Company

negotiated with this union a two-step general wage increase of 6'/o, effective June 25, 1972, with an

additional increase of 6'/o to become effective April 1, 1973. A similar wage adjustment was negotiated

with the Engineers and Scientists of California, who represent approximately 7'/o of the employees.

Wage and salary adjustments were also made for employees not covered by the bargaining units. As a

result, wages and other benefits increased by $16.4 million annually from the first step of these in-

creases, of which about 60'/o is chargeable to operations, and the balance to construction.

The Company continues its affirmative action efforts to increase the number and improve the utili-

zation of women and minorities in all job categories and organizational units of our Company. At the

end of 1972, 18'/o of PG&E employees were of a minority background, almost four times the number at

the end of 1965. A significant upward movement of our minority employees has occurred since 1965,

resulting in a threefold increase in the number of minority journeymen and professional employees, and

a fivefold increase in the number of minorities in supervisory and managerial positions.

Opportunities for women in our Company are also being continuously expanded, and, in our re-

'tment efforts, women are encouraged to apply for all categories of work. Through our appraisal

d employee development programs, a number of women employees have been identified for training

and placement in managerial positions in a wide range of functions such as accounting, computer ap-

plications, customer services, engineering and personnel.

In professional fields, our recruiting visits to more than forty colleges and universities have brought

increasing numbers of academically trained women and minorities into our Company. As they acquire

experience and develop their capabilities, they will provide an important source of management talent

for the future.



Electric Revenues
Gas Revenues
Water and Steam Revenues
Other Income —Net

$ 854,446
493,789

2,378
64,355

$ 790,046
467,963

2,336
42,896

$ 703,204
397,907

2,147
35,608

X/
IVBYBBIS lll BI IBf pacipcGaaandplactrlcccmpany

Thousands

1972 1971 1970
SOURCES OF INCOME:

1969

$ 671,990
380;197

2,124
23,062

1968

$ 646,
356,374

2,010
'1,25

I

TOTAL $ 1,414,968 $1,303,241 $ 1,138,866 $1,077,373 $ 1,026,466

DISPOSITION OF INCOME:

Natural Gas Purchased
Power Purchased
Other Production
Transmission
Distribution
Customer Accounts
Marketing
Administrative and General
Maintenance
Depreciation
Federal Income Taxes
State Income Taxes
Property Taxes
Other Taxes
Interest
Preferred Dividends
Common Dividends
Reinvested Earnings

$ 373,528
52,007
40,323
15,627
60,415
46,719
10,282
69,922
66,913

142,461
60,905
I 2,869

107,957
9,774

129,922
31,109

105,068
79,167

$ 337,675
49,171
30,602
14,471
54,611
42,848
10,474
60,615
62,980

131,326
75,637

8,136
107,036

7,850
116,695
25,399

100,181
67,534

$ 292,222 $
36,785
25,511
12,855
50,318
38,205
10,187
50,838
56,430

122,218
52,774
10,872

105,480
7,271

100,681
18,559
89,868
57,792

259,781
25,084
26,845
11,331
46,770
34,722

9,884
45,935
53,066

115,474
73,251
10,680

103,381
6,799

84,621
18,336
88,106
63,307

$ 254,470
'5,087

31,580
10,823
43,869
32,071

9,372
41,383
45,995,',

109,063
~

72,076
11,123
99,661

',254

75,8+

85,168',
64,320

„'OTAL

$1,414,968 $ 1,303,24 i $ 1,138,866 $ 1,077,373 $ 1,026,466

AVERAGE COMMON SHARES
OUTSTANDING (Thousands)

EARNINGS PER
COMMON SHARE

DIVIDENDS PER

COMMON SHARE:
Declared
Paid

61,086

$ 3.02

$1.72
1.70

61,086

$2.75

$ 1.64
1.60'/2

59,728

$2.47

$ 1.50
1.50

58,737

$2.58

$ 1.50
1.50

58,737

'2.55

$1.45
1.42'/a



Revenues and Sales ...;„.......„..„,....,...
Thousands

ELECTRIC DEPARTMENT

EVENUES:

Residential
Commercial
Industrial (1000 KW demand or over)
Agricultural Power
Public Street and Highway Lighting
Other Electric Utilities
Miscellaneous

1972

$321,692
304,537
120,743

63,197
14,896
11,695
17,686

1971

$297,784
278,541
107,293
56,427
13,892
20,077
16,032

$23,908
25,996
13,450
6,770
1,004

(8,382)
1,654

8.0 o/o

9.3
12.5
12.0

7.2
(41.7)
10.3

Increase (Decrease)
Amount Percent

TOTAL

SALES —KWH:

Residential
Commercial
Industrial (1 000 KW demand or over)
Agricultural Power
Public Street and Highway Lighting
Other Electric Utilities

Total Sales to Customers
Delivered for the Account of Others

$ 854,446

14,574,577
15,265,100
I 2,581,962
4,125,328

381,453
1,426,603

48,355,023
5,130,406

$790,046

13,700,235
14,066,023
10,993,780
3,670,930

360,372
3,186,852

45,978,192
4,879,495

$64,400

874,342
1,199,077
1,588,182

454,398
21,081

(1,760,249)

2,376,831
250,911

8.2 o/o

6.4 o/o

8.5
14.4
12.4

5.8
(55.2)

6.2
5.1

TOTAL 53,485,429 60,857,687 2,627,742 5.2 o/o

~S DEPARTMENT

REVENUES:
Residential
Commercial
Industrial
Other Gas Utilities

) Miscellaneous

TOTAL

SALES —MCF:

Residential
Commercial
Industrial
Other Gas Utilities

Total Sales to Customers
Company Use (Electric generation)

TOTAL

$236,698
60,987

169,761
25,861

482

$493,789

253,631
78,558

353,270
50,777

736,236
255,500

991,736

$229,755
59,088

155,253
23,640

227

$467,963

259,130
79,952

350,216
56,621

745,919
215,942

961,861

$ 6,943
1,899

14,508
2,221

255

$25,826

(5,499)
(1,394)
3,054

(5,844)

(9,683)
39,558

29,875

3.0 o/o

3.2
9.3
9.4

112.3

5.5 o/o

(2.1)o/o

(1.7)
0.9

(10.3)

(1.3)
18.3

3.1 '/o



Comparative Statistics ...;„.......„..„;....,...

PER COMMON SHARE:

Earnings
Dividends Declared
Dividend Payout Ratio
Book Value (End of Year)
Market Price —High
Market Price-Low
Market Price —Close

1972

$ 3.02
$ 1.72
57 P%
$26.36

33e/e

26e/e

32e/e

1971

$ 2.75
$ 1.64
59.7%
$24.91

36%
28e/e

32%

1970

$ 2.47
$ 1.50
60.9%
$23.66

35
22~/2

34%

1969

$ 1
u'8.2%

'22.79

39'/e
29'/2
32%

'APITALEXPENDITURES (Thousands):
Electric Department
Gas Department
Other

TOTAL

$355,242
60,432
36,177

$432,781
71,345
39,514

$543,640 $451,851

$297,930
68,320
49,081

$415,331

240,468,
61,428

~

38,0941
$339,990

i'LECTRIC

STATISTICS:
Net System Output (Millionsof KWH)
Net System Output —Percent

Hydroelectric Plants
Thermal Electric Plants
Other Producers

Total
System Capability-KW

Hydroelectric Plants
Thermal Electric Plants
Other Producers

Total
Net System Peak Demand —KW
Average Annual Residental

Consumption —KWH
Total Customers (End of Year)
Customers Per Mile of Distribution Line

59,124

I 9.8%
52.7
27.5

IPP P%

2,529,300
7,888,000
2,540,600

12,957,900
10,469,800

6,213
2,767,978

36.0

54,665

25 6
46.5
27.9

100.0%

2,514,300
7,062,000
2,444,400

12,020,700
9,713,000

6,048
2,675,942

35.4

51,277

26.9%
48.6
24.5

100.0%

2,514,300
6,942,400
2,110,800

11,567,500
8,807,700

5,697
2,597,314

34.8

48,885
I

31.4%
45.2
23.4

100.0%

2,514,300
6,962,400
1,551,

11,028,3
8,227,100,

5,545,
2,536,703

34.5
„

GAS STATISTICS:
Gas Purchased (Thousands of MCF)
Sources of Gas Purchased —Percent

From California
From Other States
From Canada

Total
Average Cost of Gas Purchased —MCF

From California
From Other States (at Calif.-Ariz.border)
From Canada (at Calif.-Ore. border)

Average
Peak Day Sendout —MCF
Average Annual Residential

Consumption —MCF
Total Customers (End of Year)
Customers Per Mile of Distribution Main

23 5%
40.3
36.2

100.0%

24.8%
41.2
34.0

100.0%

33.7g
39.4
36.9
37.2g

3,918,844

115.7
2,383,609

95.6

31.TIE
37.5
327
34.3g

3,798,462

121.7
2,317,686

95.0

I,015,319 1,004,547 950,652

25.2%
43.7
31.1

100 Oo/o

30.2I|'3.9

30.4
31.9g

3,633,341

107.7
2,258,285

94.1

878,484

25 2%
45.3
29.5

100.0%

29.98 .,

31.4
28.2
30.1'!

3,445,626

116.2
2,208,046



57.0'lo
$21.71

38~/s

30s/4
38'/s

1967

$ 2.49
$ 1.40
56.3o/o

$20.62
38
31 s/e

35s/s

1966

$ 2.23
$ 1.30
58 4o/o

$ 19.53
36s/4

27
35e/4

1965

$ 2.08
$ 1.20
57.8o/o

$ 18.44
40e/e
33~/s

36'/a

1964

$ 1.87
$ 1.10
58 9/0
$ 17.54

35s/e
30e/e
34'/4

1963

$ 1.70
$ 1.00
59.0'/o
$ 16.23

34s/e
301/s

31'/4

1962

$ 1.64
$ 1.00
61.2'/o
$ 15.51

36~/s

25
31~/e

$ 167,438
43,568
15,070

$ 181,810
40,484
17,777

$ 147,379
46,337
16,009

$200,763
58,834
29,803

$235,707
50,536
24,748

$220,241
55,596
21,292

$218,479
46,057
22,172

$289,400 $310,991 $297,129 $286,708 $240,071 $226,076 $209,725

46,994

23.8o/o
62.2
14.0

100.0o/o

2,397,300
7,064,600
1,146,600

10,608,500
8,126,200

5,181
2,483,480

34.3

43,663

32 9o/o

47.1
20.0

100 Oo/o

2,429,800
6,289,600
1,131,900
9,851,300
7,757,900

5,000
2,429,306

34.0

41,392

26.6o/o
61.4
12.0

100.0o/o

2,371,300
5,447,300
1,007,400
8,826,000
7,146,500

4,661
2,383,907

33.8

38,190

34.1 o/o

50.3
15.6

100.0o/o

2,365,600
5,447,300

790,600
8,603,500
6,686,400

4,454
2,323,896

33.5

36,204

24.9o/o
64.7
10.4

100.0 lo

2,067,000
5,244,300

825,200
8,136,500
6,144,600

4,249
2,254,267

33.2

32,739

33.4o/o
54.0
12.6

100.0o/o

2,067,000
4,596,800

600,000
7,263,800
5,750,400

4,038
2,177,610

32.5

30,821

35.2o/o
57.1

7.7
100.0o/o

1,966,500
4,210,600

550,000
6,727,100
5,345,700

3,828
2,103,569

31.9

888,075

27.5o/o
45.5
27.0

100.0o/o

802,221

26.3o/o
48.3
25.4

100 Oo/o

808,062

31.0o/o
48.6
20.4

1QQ 0/0

749,410

29 1o/o

50.7
20.2

100.0o/o

736,598

31.0o/o
49.3
19.7

100.0o/o

653,787

34.7o/o
45.9
19.4

100.0o/o

611,983

28.6o/o
52.1
19.3

100.0o/o

30.3g
27.9
28.0
28.6P

3,338,669

109.7
2,160,569

~ 93.8

30.24
28.4
29.3
29.1g

3,363,503

112.4
2,110,510

93.5

30.1g
29.4
31 2
30.0g

3,032,844

107.5
2,064,045

93.5

29.8I|
29.6
33.6
30.5g

3,110,309

110.6
2,008,623

93.3

30.0g
30.1
34.4
30.9g

2,775,582

113.1

1,944,503
92.8

30.0ct,

33.3
371
32.9g

2,779,629

108.3
1,874,743

92.5

30.2g
34.6
35.4
33.5'!

2,497,276

108.1

1,803,989
91.3



S Pacific Gas and Electric Companytatement Of InCOme FcrlheYearsEndedDecemher31,1972and1971

OPERATING REVENUES:

Electric
Gas
Other

1971,

$ 790,
467,963

2,336

854,446
493,789

2,378

Thousands

1972

TOTAL 1,350,613 1,260,345

OPERATING EXPENSES:

Operation:
Natural Gas Purchased
Power Purchased
Other Production
Transmission
Distribution
Customer Accounts
Marketing
Administrative and General

Total
Maintenance
Depreciation (Note 1)
Federal Income Taxes (Note 1)
State Income Taxes (Note 1)
Other Taxes

TOTAL

OPERATING INCOME

OTHER INCOME AND INCOME DEDUCTIONS:
Allowance for Funds Used During Construction (Note 1)
Gain on Bonds Purchased for Sinking Fund (Note 1)
Other —net (Note 2)

TOTAL

INCOME BEFORE INTEREST CHARGES

INTEREST CHARGES:
Interest on Mortgage Bonds
Miscellaneous Interest and Amortization
of Bond Discount, Premium and Expense (Note 1)

TOTAL

NET INCOME

PREFERRED DIVIDENDREQUIREMENTS

EARNINGS AVAILABLEFOR COMMON

AVERAGE COMMON SHARES OUTSTANDING (Thousands)

EARNINGS PER COMMON SHARE

DIVIDENDSDECLARED PER COMMON SHARE

373,528
52,007
40,323
15,627
60,415
46,719
10,282
69,922

668,823
66,913

142,461
60,905
12,869

117 731

I,069,702

280,911

38,084
9,819

16,452

64,355

345,266

127,633

2,289

129,922

215,344

31,109

184,235

61,086

$3.02

$1.72

337,675
49,171
30,602
14,471
54,611
42,848
10,474
60,615

600,467
62,980

131,326'5,637

8,136
114,886

993,

266,913

25,888
9,767
7,241

42,896

309,809

114,898

1,797

116,695

193,114

25,399

$ 167,715

61,086

$2.75

The accompanying notes to financial statements are an integral part of this statement.



EiaiartCe $heet PaciticGasand Electricccmnnny

Thousands

ASSETS

ITY PLANT-AtOriginal Cost (Note 1):
ctric

Gas
Other Departments and Common
Construction Work in Progress

Total UtilityPlant
Accumulated Depreciation (Note 1)

UTILITYPLANT—NET

INVESTMENTS:
Subsidiaries (Notes 1, 2 and 4)
Nonutility Property and Other-at cost

TOTAL INVESTMENTS

CURRENT ASSETS:
Cash
Temporary Cash Investments —at cost
Accounts Receivable (less allowance for uncollectible accounts:
1972, $2,567; 1971, $2,188)
Materials and Supplies-at average cost
Fuel Oil-at average cost
Gas Stored Underground-at average cost
Prepayments

TOTAL CURRENT ASSETS

DEFERRED DEBITS:
Unamortized Bond Expense (Note 1)
Other

TOTAL DEFERRED DEBITS
TOTAL

LIABILITIES

CAPITALIZATION:
Common Stock (Schedule I) (Note 3)
Excess of Premiums Over Discounts and Expenses

on Outstanding Shares (Note 3)
Reinvested Earnings

Common Stock Equity
Preferred Stock (Schedule I) (Note 3)

Total
Mortgage Bonds (Schedule II) (Notes 1 and 4)

TOTAL CAPITALIZATION

CURRENT LIABILITIES:
Short-term Notes
Accounts Payable
Taxes Accrued
Dividends Payable
Mortgage Bonds —current portion (Schedule II) (Note 4)
Other

TOTAL CURRENT LIABILITIES

CUSTOMER ADVANCES FOR CONSTRUCTION

R SERVES AND DEFERRED CREDITS

TRIBUTIONS IN AID OF CONSTRUCTION

ACCUMULATEDDEFERRED TAXES ON INCOME-
Accelerated Amortization

TOTAL
The accompanying notes to financial statements are an integral part of this statement.

1972

$4,073,748
1,218,016

334,273
607,764

6,233,801
1,518,239
4,715,562

39,123
4,1 I2

43,235

25,604

122,997
25,680
14,711
23,863
14,702

227,557

5,527
1,213
6,740

$4,993,094

$ 610,861

208,704
790,460

1,610,025
564,951

2,174,976
2,389,973
4,564,949

54,000
90,279
41,018
26,267
14,720
37,312

263,596

31,442

10,100

73,744

49,263

$4,993,094

1971

$3,796,512
1,155,013

322,966
459,855

5,734,346
1,403,462
4,330,884

31,969
4,083

36,052

25,464
46,812

109,325
27,375

9,643
23,663
14,221

256,503

6,140
1,246
7,386

$4,630,825

$ 610,861

200,216
710,450

1,521,527
464,951

1,986,478
',301,043
4,287,521

76,908
46,297
25,045
11,021
34,851

194,122

24,980

7,352

64,641

52,209

$4,630,825



Statement of Reinvested Earnings
Pacific Gas and Electric Company ~ For the Years Ended December 31 ~ 1972 and 1971 Thousands

1972 1971

BALANCE,JANUARY 1

NET INCOME

TOTAL

DIVIDENDS DECLARED ON CAPITALSTOCK —CASH:
Preferred
Common

TOTAL

BALANCE, DECEMBER 31

$710,450

215,344

925,794

30,266
105,068

135,334

$790,460

$641,

193,114,

834,629

'3,998

100,181

124,179 ii

$710,450",

Statement of Changes in Financial Position
Pacific Gas and Electric Company For the Years Ended December 31 ~ 1972 and 1971

FUNDS PROVIDED:
Funds Derived from Operations:

Net Income
Non-fund Items in Net Income:

Depreciation (including charges to other accounts)
Gain on Bonds Purchased for Sinking Fund
Other —net

$215,344

150,855
(9,819)
(8,674)

$ 193,114

139,070

Thousands

1972 1971
i

Total Funds Derived from Operations*

Preferred Stock Sold-net
Mortgage Bonds Sold —net
UtilityPlant Sold and Salvaged
Increase in Short-term Borrowing
Decrease in Other Working Capital Items
Other Changes —net

TOTAL

FUNDS APPLIED:
Capital Expenditures*
Mortgage Bonds Retired (at cost)
Dividends —preferred and common stocks
Decrease in Short-term Borrowing
Increase in Other Working Capital Items

TOTAL

Includes allowance for funds used during construction
() Denotes deduction

347,706

108,488
123,610

17,193
54,000
40,721

8,473

$700,191

$543,640
21,217

135,334

$700, l91

320,063

104,077
273,353

18,214

2,690

$718,397

$451,851
44,246

124,179
63,550
34,571

$718,397

The accompanying notes to financial statements are an integral part of these statements.



SCheduie I Capital Stock "~l'!"P«"IA'«"'««0-~

Redemption
Price

Shares
Authorized

Thousands
Outstanding - Held by Public

Shares Amount

COMMON, PAR VALUE$ 10 PER SHARE

PREFERRED, CUMULATIVE,PAR VALUE
$25 PER SHARE: (Note 3)

REDEEMABLE:
9.28
9%
8 16%
80/o

7.84%
5%
5% —Series A
4.80
4.50%
4.36%
Unclassified in Series

TOTALREDEEMABLE

NON-REDEEMABLE:
60/0

5.50%
5%

TOTALNON-REDEEMABLE
TOTAL PREFERRED

$28.00
29.875
29.375
30.00
29.50
26.75
26.75
27.25
26.00
26.00

75,000

707
881

3,000
2,000
2.000
2,861
1,750
1,517
1,128
1,000
7 371

24,215

4,212
1,173

400
5,785

30,000

61,086

707
881

3,000
2,000
2,000
2,861
1,719
1,517
1,128
1,000

16,813

4,212
1,173

400
5,785

22,598

$610,861

$ 17,674
22,027
75,000
50,000
50,000
71,524
42,985
37,934
28,186
26,000

420,330

105,292
29,329
10,000

144,621

$564,951

Chedule II Mortgage Bonds Pacific Gas and Electric Company
December 31, 1972

548
1,231

—Thousands—
Interest Held in Outstanding

Maturity Rate (%) Series Treasury Held by Public

1974 3 L $109,101
1975 3 0 2,000
1976 27/s T 43,522
1977 3 N 47,962
1978 3% CC 56,860
1979 3 M 73,635
1980 27/e Q 52,701
1981 2% P 21,387
1982 3'/e R 64,673
1983 3 S $ 57 58,439
1984 3'/e X 736 41,219
1984 3'/43 W 1,799 27,841
1985 3s/e U 826 29,167
1986 4'h AA 29,283
1987 3% Y 25,735
1988 3% Z 10,038
1989 5 BB 57,700
1990 4 /2 DD 49,302
1991 5 EE 59,815
1 2 4s/s FF 51,494

TOTALMORTGAGE BONDS

Mortgage Bonds Included in Current Liabilities (Note 4)
Unamortized (Premium) Discount
Mortgage Bonds Included in Capitalization

Maturity

1993
1994
1995
1996
1996
1997
1998
1998
1999
1999
2000
2000
2001
2001
2002
2002
2003
2003
2004

Interest
Rate (%)
41/2

4%
4'/4
41/2

4'/z
4s/e

5s/s

5%
5'/2
6z/e

6s/e

6%
71/2

9
Ss/e

8z/e

8
73/2

7'/z

Series

GG
HH
II

JJ
KK
LL
MM
NN
OO
'PP

QQ
RR
SS
TT
UU
VV
WW
XX
YY

$ 536
1,045
1,117
1,414

95

$ 56,232
65,509
46,191
60,927
59,734
68,795
72,000
75,750
77,000
80,000
50,000
60,000
80,000
80,000
75,000

100,000
150,000
125,000
125,000

$9,404 2,409,012
14,720
4,319

$2,389,973

—Thousands—
Held in Outstanding

Treasury Held by Public

The accompanying notes to financial statements are an integral part of these schedules.



Nptes tp Financial Statements l::!':;:;,l"",'l"""„;;""'OTE

1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: The accounting records of the Com-,I

pany are maintained in accordance with the uniform system of accounts prescribed by the
Fed~I'ower

Commission and adopted by the California Public Utilities Commission. I

The cost of additions to utility plant and replacements of retirement units of property is capitalized.
Cost includes labor, material and similar items and indirect charges for such items as engineering,
supervision and transportation. The Company capitalizes an allowance for funds used during construc-
tion approximately equivalent to the cost of capital devoted to plant under construction. Research and
development costs related to specific construction projects and a portion of general engineering research
are capitalized. Other research and development costs are charged to expense as incurred. Replace-'l

ment of minor items of property is included in maintenance expenses. Costs of depreciable units of plant
retired are eliminated from utilityplant accounts and such costs plus removal expenses and less salvage
are charged to accumulated depreciation.

Investment tax credits (1972, $ 11,530,000; 1971, $3,697,000) are applied currently as a reduction
of Federal income tax expense. For financial statement purposes, depreciation of utility plant is com-
puted on a straight-line remaining life basis at rates based on the estimated useful lives of properties.
For Federal income tax purposes the Company computes depreciation using the most liberalized
methods allowed by the Treasury Department. In accordance with requirements of the California Publica

Utilities Commission, the Company includes in net income the current tax differences arising
from'iming

differences which are principally depreciation, allowance for funds used during construction,
overhead costs of construction and gain on bonds purchased for sinking fund. Such tax differences
are reflected in customer rates authorized by the Commission.

Bond issuance premium or discount and related expenses are being amortized over the lives
of the issues to which they pertain. Gain on reacquisition of bonds to satisfy sinking fund req~
ments is credited to Other Income and Income Deductions in the year of acquisition. Federal income
taxes on such gain are recognized over the average life of remaining property. The Federal Power Com-
mission has initiated proposed accounting rulemaking that would change the accounting for such gains.
This proposal would require, among other things, that the gain or loss from reacquisition of long-term
debt be amortized over the remaining life of the related debt securities.

Investments in subsidiaries are stated at the equity method (cost adjusted for equity in undistributed
earnings). Prior to 1972, investments in subsidiaries were stated, generally, at cost and income was
realized as dividends were received.

NOTE 2 ACCOUNTING CHANGE AND INVESTMENT IN SUBSIDIARIES: In 1972, the Company changed
its method of accounting for investments in subsidiaries from the cost to the equity method. The change
in method was made to comply with an opinion of the Accounting Principles Board of the American
Institute of Certified Public Accountants. The assets, revenues, and earnings of the subsidiaries are not
material in relation to those of the Company. The equity in undistributed earnings was not material and
the equity in income, including undistributed earnings for prior years, is included in Other Income and
Income Deductions for the year 1972.

NOTE 3 CAPITAL STOCK: The redeemable preferred stock outstanding is subject to redemption, in
whole or in part, at the option of the Company upon payment of the redemption price plus accumulated
and unpaid dividends to the date fixed for redemption. The redemption premium per share declines in
accordance with terms of the specific issue. The involuntary liquidation preference of the preferred s

is par value ($25) plus accrued dividends.
During 1972, 2,000,000 shares of 7.84% redeemable preferred stock with a par value of $50,000,000

were sold in April and 2,000,000 shares of 8% redeemable preferred stock with a par value of



$50,000,000 were sold in December. During 1971, 3,881,074 shares of redeemable preferred stock with

a par value of $97,027,000 were sold.

Additions to the excess of premiums over discounts and expenses on outstanding shares consisted

of 1972 —$8,488,000; 1971 —$7,050,000, representing the excess of net proceeds over par.value of

rred stock sold.

On January 17, 1973 the Board of Directors announced a plan to offer 4,072,409 additional com-

mon shares for sale to common shareholders of record March 6, 1973 in the ratio of one new share

for every fifteen shares held at a price to be determined on March 5, 1973. The subscription period

opens March 12 and closes March 27, 1973.

NOTE 4 MORTGAGE BONDS: The first and refunding mortgage bonds are issued in series, bear an-

nual interest from 2%% to 9% and mature from June 1, 1974 to June 1, 2004. Subject to indenture

provisions as to earnings coverages and bondable property available for security, additional bonds may

be issued up to an aggregate of $3,000,000,000. The Board of Directors may from time to time increase

the amount authorized. All real properties and substantially all personal properties are subject to the lien

of the mortgage. Securities representing investments in subsidiaries are pledged as collateral for the

bonds.

The Company is required, according to provisions of the First and Refunding Mortgage, to make

semiannual sinking fund payments on February 1 and August 1 of each year for the retirement of the

bonds equal to ~/~ of one percent of the aggregate bonded indebtedness outstanding on the pre-

ceding November 30 and May 31, respectively. Bonds of any series may be used to satisfy this

requirement. Sinking fund payments due in 1973 for bonds outstanding at December 31, 1972, amounted

to $24,124,000. This amount, less treasury bonds of $9,404,000, is included in current liabilities. During

the year 1972, the principal amounts of bonds issued and retired were $ 125,000,000 and $31,036,000,

r ectively.

E 5 COMMITMENTS AND CONTINGENT LIABILITIES:Capital expenditures for the year 1973 are

estimated at $608 million.

The Company provides retirement and savings fund plans for substantially all employees. The cost

of these plans, charged to expense and utility plant, was $20,715,000 and $ 18,688,000 for the years 1972

and 1971, respectively. At December 31, 1972 the Company had fully funded the actuarially com-

puted value of all vested benefits and past service costs provided under the retirement plan.

Accountants'Opinion
The Shareholders and the Board of Directors of
Pacific Gas and Electric Company:

HASKINS 8( SELLS

We have examined the balance sheet of Pacific Gas and Electric Company as of December 31, 1972

and 1971 and the related statements of income, reinvested earnings, and changes in financial position for

each of the years then ended. Our examination was made in accordance with generally accepted au-

diting standards, and accordingly included such tests of the accounting records and such other auditing

procedures as we considered necessary in the circumstances.
In our opinion, the above-mentioned financial statements present fairly the financial position of the

any at December 31, 1972 and 1971 and the results of its operations and the changes in its finan-

cial position for the two years then ended, in conformity with generally accepted accounting principles

applied on a consistent basis.

San Francisco, California
February 12, 1973
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Service Area and Energy Interties
ELECTRIC SYSTEMS

PG&E
OTHER

GAS SYSTEMS

PG&E
PG&E AFFILIATES
OTHER WASK::MONT.

PG&E SERVICE AREA Q 0N.DCw<

N MAL,„„.....,
TEX.:

PG&E's service territory covers more than 94,000 square miles in Northern and Central California
with a population of more than 8 million. As shown on the lower map, the San Francisco Bay Area
is centrally located in the Company's extensive service area.

PG&E has ranged far afield to secure the energy required for both the present and future, as in-
dicated on the middle map. To supplement natural gas from California fields, pipelines reach 1,400 miles
northward into Canada and almost the same distance southeasterly to New Mexico and Texas. PG8 E's

own vast electric generating system is likewise augmented by major interconnections with other sources.
The Pacific Intertie links the hydroelectric generating resources of the Northwest with the diverse ele 'c

generating resources of California.

The size of PG8 E's service territory in relation to the eastern seaboard is indicated by the top
map..'-'hen

viewed in this manner, PG&E's service territory-would extend from north of Boston to south of;
Washington, D.C.
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EXHIBIT B

UNITS 1 AMD 2

DIABLO CANYON SITE

PACIFIC GAS AND ELECTRIC COMPANY

FINAL SAFETY ANALYSIS REPORT

(Separate Volmnes)




