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Increase
1925 1977 (Dec ease) .

'

' OperatingRevenuesc $3,m m ana $3,S00,781.000 -

~'~13 M' " i
: (2)%";y.

NetIncome' . II. - .
Earmngs Availablefor Common. _

' $; m . " ana .S 3SS.29&OOO-

5^ 318,247,000 - 'S 282,395,000 13 % -
$3.20r ; , $3.15 2%Earmngs Per Common Share >

Declared Dtvidends Per Common Share $2.18 S2.00 8%
Total Assets ~ $8,502,072,000 S7,998,013,000 6%
CapitalExpenditures S 807,996,000 $ 690,324,000 17 M
Sales of Electricity to Customers (KVai) 56,135,915,000 SE071,027,000 .(3)%..
Sales of Gas to Customers (MCF) 513,139,000 SST,899,000 (8)%
TotalCustomers 6,019,135 S,864.170 3%
Numberof Stockholders 384,133 358,913 7%
Number of Employees 28,445 ~ 25,537 4%^
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We are pleased to report effecuve because cf a a year.This centrasts with
that the improvement delayed start. However. g:cwth rates cf frem five
m te Company's fmancial cur now-pendmg case fer to seven percent m past
results dunng the previous a generalincrease m rates decades.
two years centmued dunng is en schedule. and if These ferecasts take
1978. Earmngs per share decided by the end cf the mte account the mereasmg
cf commen stock were year as anncipated.should effecnveness cf cur con-
S3 20. up 5 cems from 1977 enable the Ccmpany to servanen and peak-shavmg
earnegs. earn m 1980 the full autno- programs and me ex-

The dmdend was raised n:ed rate of return. Mcre- pected adinen of nearly
mJanuar/ to 58 cents per ever. the Ccermssten has one =dhen mere elecmc
share effecnve wit the reccg=:ed m two recent custcmers over te next
Apn116.1979 payment. decistens invcivmg other 15 years.
This was an merease of compames that returns en T.us more modest
4 cents per share over the equity higher than that grewt m elecmc demand
quarterly rate m effect last allowed PG&E are has the pesmve effect of
smce the first quarter et warranted in today's eco- reducing cur fmancmg
last yean The new annual nemic chmate. requirements fer new gen-
cmdend rate becomes In addnen to ext:edtmg eranng facines. Even with
S2.32 per share. general rate cases. the reduced growth. however,

The dividend increase CPUC adopted last year substannalad tens to
reflects the increased a special precedure to elecmc generanng capac-
investment by ecmmen stabdi:e gas revenues tty are needed to meet
stockhclders through dunng te current penod cur cust mers' = creasing
retamed earmngs, the cf reduced industnal sales. elecmc needs.
imprevmg regulatery cli- and has anncunced tat Smularly, we must pro-
mate in Califorma dunng 1: will censider mak=g cure sunstannal new gas
the past year and te n=ely and app cpnate rate supplies and build majcr
prospect cf a mere stable adjustments when major new gas deliverf acinesf
and progressively improv- new factnes. such as our to meet te future needs
ing earmngs pattern & Diablo Canyon nuclear cf our gas customers. ~

jte future. umts, are placed c service. *

Resource Development -
Improvements in Growth Continues Plans
Rate Regulation Yeu: Ccmpany wel c:n- Fcr elecme supply, the
The Cahf0:nta Pubhc t=ue its efferts to budd the immediate centerpiece is
Unhnes C:mmissten new power plams neces- cur Diablo Canycn nuclear
(CPUC) has cennnued to sary to mamtam te rehable plant. Se first umt cf wmch
rec:gt:e that the needs service w=ch has been .ve expect : be perattenal
cf cur customers for reh- a PG&E hallmark. m 1979.
able and reascnably Tt.e rehabthty was high- Als: = 1979. m:ee new
pnced energy can best hghted when. last summer. gectermal umts sh:ule
be satsfied if PG&E :e- ve met a rec:rd peak bec:me cperanenal. and
mams a ftanmally st::ng demand = cu sert ce emer umts wdl f 110w. By
company area. Current forecasts 1954.2.e Geysers could

Tc.e CPUC's plan to ni: ate tat peak and succly as much as eigm
*

reduce regulaterv lag in t:*al energy demanns v.T1 percent Of cur t:tal gen.
general rate cases was : nnnue te g::v. fe ine erat =g capatity
minated in the C =pany s ne:c several years at acent Ma:ct adinens planned
last case. but was not fu27 tree and One-ha.! percent f:: ne mid and late 1950s

.
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include a large two-umt Whether these resource sources of gas and elec-
coal-fired steam plant and development plans which tncity must recognize what >

';mree oil-fired combined- we have formulated to technology can do today-
.

cycle umts. meet the energy needs of and what it cannot do.
'

i Our 1.1 millien-kilowatt our customers can be That is why the bulk of our . gHelms Creek pumped timely implemented, hew- resource development
, .

istcrage hydroelectne ever, remams of grave plans for the years immedi- : '. _ ,
-

plant is new under con- concern to us. It will ately ahead centers upon
stn enen and is scheduled requ:re the comnutment proven technolog:es.
for operanen in 1981. A new of the several federal state
ccavennenal hydro plant and local regulatory agen- Our Second Century <

,

; -'151.0001c!cwatts and c:es havmg junsdichen You have nonced that our
; ;amty increases totaling over vanous aspects of Annual Report reaches
'

5.C00 kilowatts at four these plans to move back a full century.Without -

ex: sung hydro facities are expedihously each energy doubt, our electric begm-
Jean r acnnerplanned or under cen- project through the mngs 100 years ago set

struenon. numerous interrelated a course that he! ped build
| Cogenmtlen projects administanve proceedings the State of Cahfernia.

.
,

| (jemt projects wnh cter that must precede final ennch the lives of millions -

industnes for developing authen:anen. and give untold numbersi -

new generanon on a small ofinvester-owners a fair - (but ecencmic scale) round Research and reward for their faith in
cut our electne resource Development what has become the :

.

'

plans for the next decade. The Company is parnet- pacific Gas and Elecinc
Fcr gas supply, our re- patmg through the Electne Company.

source development plan power Research Instmte As we begm our secend
deals with declining and me Gas Research electic cenmry and,inct- '

supplies from Califorma Insutute m comprehensive dentally, our 127th year x'
and de Soutwestern research and develop- in the gas busmess, your V -

Unned States. and me un- ment programs seekmg Company expec:s to con-
tamty of obtaming mere improvements in technol- unue to make an equally

was frc= Canada (now the egy m virtually every impcrtant and constuenve men,ng g p t,7,c=

source of about 48 percent aspect cf elecinc genera- contnbunen to the fumre
cf our gas). non, cans:mssion and dis- cf California.

Cf immediate pnenty tnbunen and m gas pro-
are plans to tmpert lique- ducnon and transmissten.
fied natural gas frem South The projects are as vaned [
Alaska and Indenesia. and as the breeder reactor,
to brmg gas to Cahferma sclar generanen wmd
by p:pe!=e frem the Ncrta power, ccal gastftcanon. president and

S'cpe cf Alaska and from and remote centcl of cus- Chief Execunve Officer
the Rocky Mcuntam area. temer leads.The Ccmpany

?,vo new gas supphes is also engaged a cther
cf =cdest pctennal are research projec's. some p
already being tapped = with cther compames and
Ccmpany ptic: programs gcvernmental agenmes. Cha:rman cf te
for extacucn cf metane scme by itself. Scarn cf Direc:crs
from a sam:arv landf ll While we are encour-
and frcm manure at a ca:tle aged by our progress. Our For te Scard of Directors
feedict. plans for rehable new February 23,1979

i
.

i
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Miners were sull washmg gcid from the foothlls cf
q

N D
Cahferma when elecmc history was made in San Franmsco -

100 years age.
A shed heurmg two small dynames became the

nation's first central generatmg staten to sell electrimty to -

the public.
i Arc lamps scen cha!!enged me flickermg gas lamps

introduced mere than a quarter-century before by a PG&E )
predecesser the San Franmsco Gas Ccmpany. I

A ycung money brcker. George H. Ree, and a few i

farsighted investors launched the Cahferma Elecmc Light

ENER
Company en June 30.1879. Their small generatmg plant
began operatmg in Septen er near 4th and Market Streets |
in San Franc sco a month before Thcmas Edison '

perfected h:s meandescent lamp.
Frem this begimung grew the far flung PG&E elecmc

S NCEI
system of today.Ths system serves more than nme milhon
pecple in an area larger than the six New England
states plus NewJersey. Delaware and Mary'and.

The Company grew mte the present single organi:anen '

thrcugn mergers of seme 500 utthnes and thrcugh never-
endmg construcnen to hamess new sources of energy.

In the early days. coal brought frcrn Australia by
windjammers was both a source cf manufactured gas for
hgntmg and a fuel for the boilers feedmg those early
dynames.Then came the era of waterpower and our )

| growing cham cf hycrcelecmc plants.
As the 19th Century passed mte the 20th. cil and,

natural gas, then gecthermal steam and nuclear fuel
became important energy sources for cur contnually
expanding system.

Throughout, the Company consistently fcilowed a policy
of buildmg for the future and plannmg for new facines
and capamty well ahead cf immeiate needs.

It also rode the wave of advanced tech :clogy, findmg
better ways to generate elecmeny, to transm t :: long
distances and to distnbute :t.

And so today, en the threshcid of our second 100 years
as a supplier of elecmc:ty, a sense cf desuny persists-
a desuny linked to contmued growd through foresight,
technology, mvester confidence, and the skill and dedicanon
of PG&E people.

Highhghts of th:s saga-past. present and future-are
found here and en the pages to fc!!cw.
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Dunng te spnng runoff. '- f.- {' '
..when snewcacks melt and *

, ; , -* g-~ -

'.., c.

swe! tvers'. lakes and
. -7

'

Ff - # '4'- ** .".*

teservoirs. the Company's
' '

,s ,'' - 5 ;;' % : .. , 2.E 7' . i - - . .-

~'

'\ - '[ . [i.'- :ta 7. ! ihydrcelectnc plants may
". j ''

y .
: - .q y ,1.

.

i run day and mght to pro- : -
*

,,

vide base load for the -
~

,
;

,

'

- %-7.g. - - < .-
' ' '

system.
. m.

Throughout te year, 1- -~9'
these plants are operated

' ..
-

'

'' fb(. .F-9 ~ *'
. w

so as to mmtrruze the need *
- -

,

to burn extensive fosstl 'Y? g
J4e %, '. ' ;h j

.. -'
, j ,fuels m our termal plants. .

.

The geographic spread --

-Y% * -of 64 hyd:b plants in the ." '

.' ..

~ - . -

FG&E area system.sttuated . ' ' . ," M . ,,
, . D, - )

-' *

.s
alcng some 17 secarate C.- 'c ' A .'c - - .. - .s.- - - - ' - 1

!--
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'~'Pumped Storage Hydro -

YA .
.. -

^ - T'. b.[,f'y'.''s. '2ri. .'
'

. Penstock carnes fallmg -

| water frcm the upper ,:C. M'. bgW . .. M.. ' '*

8M - - - - - ~ ~''% '''reservoir into the under- fe h

ground pcwerhcuse where
it spms turbine-generaters.
then ficws mto the Icwer
reservoir. Later. dunng c
cff-peak pencds, the .*
turbines are reversed and
te water is pumped back -
to the upper reservetr-
ready fer the cycle to be ,

repeated. g

A L'e er Reserve:r
3 Sage Cha.T.=ers
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Finance and Rates capitalExpenditures nonal rate increases cf
Netinecme increased No:8 of Doks) S343.8 minien begmmng in
approxunatelv 13 percent Januar/1980.
in 1978 to S402 rmllion. 800 Cur request calls fer
However,because of a $127.4 rmilien annually m
greater number of com- w .j higher gas rates and $216.4W m
men shares outstanding 600 .

- milt.on more in elecinc
.

earnmes per share grew ;.qv.;y)g. r *
rates.. f

only 2 percent er S cents ' %,,, d? The amounts requested
P' - are based en a 1980 testf.jfM[. l_ -Fj year with a 10.71 percent

per share. to S3.20. 400
Of greater sigmficance

than the absolute increase ' - ^ " return en rate base and r ',-

M O YO, 15 percent return en equit .m earmngs were the f
fg

reascns underlymg the P W Heanngs are scheduled
*improvement, for tney to com.nence in March and,

augur well for the future.
0 ~

m accordance with the
First. the Cahforma GEs plan m re&ce3 ,3 .,, ,", .g' ' 'Public Utines Commission regulatory lag, a decision

(CPUC) en Sep* ember 6 is expected before the. 3.,gg,3
granted PG&E a general end of 1979.
rate merease of $138.5
million based en a 1978 test immediately ahead.
year.This was in addition Secend, m May the CPUC Other Rate Developments
to the $71.2 milhen parnal adopted a procedure The remammg sigmficant
general merease in elec- kncwn as a Sapply Adjust- categenes of cost are asso-
tne rates. which had been ment Mechamsm (SAM). clated wnh purchased
in effect smce January 1. which adiusts gas rates natural gas, fuels used fer

This was the first rate son.:arcually to stabize elec nc generanen and
case processed under the. revenues despite fluctua- purchased power.

| CPUC's plan to reduce nons m sales. Dunng 1978. 2e CPUC
auS0nzed an merease 6. )'| regulatcry lag and its fmal As a result. the adverse

decision came wimm te impact en earnmgs expe. $90.3 million annually in'

12 monts allowed by nenced dunng the first gas rates to offset higher
the plan. five months cf 1978 be- pnces charged the Com-

We now are ccnfident that cause of declimng gas pany by suppters of
rate merease apphcanons sales will not be repeated natural gas.

I can be handled in an m te future. In November. PG&E
| expedincus tranner and applied to merease natural

tat with proper schedul- gas rates by an adinonal
ing, mereases can be Future Rate Increases S221.6 millien annually.
placed in effect by the Needed This fing wG cifset higher
start cf me test year.The To cifset the higher costs ences frem supphers.
CPUC's plan is an irnper- cf capual. !ncreased wage adjust for icwer sales. and
tant step in affering te expenses and de need to will cover !=anc=g charges
Ccmpany me cppcrtumt/ fund me Company's con- f:: gas exptcranen cre:ec s.
to earn de return found trually expanding c n- After nvo years cf
fair and reasonable. It struenen and energy drought m 1976 and 1977
sh uld funher improve cur conservanen programs, vastly 1 npr:ved hyd c-
earmngs m de years we have apphed for andi- eiec ne c:nincns dunng

12
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1978 reduced fuel costs for The unmediate effect eration and combuston Sources of Electric Energy !i
'

electne generation. As a of this balancmg account turbmes supphed the meens et Keewa:t Hours) ,

result,it was possible to will be a decrease in rates remammg 7 percent.
reduce the fuel-related of $61.9 mt!! ion over a Future growth cf electne 80'

component of electne rates 16-month pened endmg load in our system now
,

by S472.2 rmllion annually December 31.1979. - is forecast at about 3 5 |
'

dunng 1978 and by an addi- percent annually fer the so ;

tenal S143.6 million annually next several years.Tcus :s
in February 1979. Electric Operations sigmficantly below the '

,

Dunng the year, the On August 8. high sum- five to seven percent e;

Ccmpany estabhshed a mer temperatures sent the annual growth rate expen-'

' balancmg account to in- system peak demand to enced m past decades.
'

are that prcperty tax a record high of nearly 13 This new. Icwer fore-
20

savings resulung from the million lclowatts. cast reflects anne: pated
Jarvis-Gann (Preposinon 13) To meet this peak, our results of further conserva-
imnanve are passed en convennenal steam plants non programs and load

Uto our customers. It also provided 50 percent of'he management efforts, such
3 3 3 77 3willinsure recovery power hydro 16 percent, as nme-of-use rates.

through rates of any offset- power received from But due to population a Recem treers
ung increase in state and other unlines 27 percent, and mdustnal expansion, a avero >

local taxes. and geothermal. cogen- the demand on our system a Thermai
,

will contmue to grow. We'

must bnng on hne new
generaten to mamtam,

#~ reliable service and a Uses of Electric Energy
Geon8 of Kdo**" Hours); . $ 6- - balanced system involving

" ' diverse sources of gen-
,, t

'

s eranen. 80
'In the near term, the'~

. g
'

.>-' bulk cf our rescurce-

';
~ V .~ . sT A ' requirements must ccce 60

.

' '

-3 ; -- - . from base Icad sources~

-- usmg ex:stmg tech- '

-

' f nelogies. .go
y ,

,
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i

% I' .' . h -le n'
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Hearings before a federal go

-t Atcrme Safety and Licens- ,

;"- ~ mg Board en our Diablo
Canycn Nuclear power !
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a x
n -e'? J Plant were ccepleted en ;o

I
"

I
"Y $ . -g February 15.1979.The

Company expects to a caer t:ses-
- ._,

P recetve an cperatng u Agr.euwaai .

h ' %~ ~ A
' bcense frem the Nuclear 8 !:d 8581 i
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Regulatery Ccetissten-

2:s tunnelin cugh =cre than 3.700 feet of sclid rock ;eans to an fcr the plant m nme fer the i

undergroun pcwettouse ceing bunt as part cf the Companys first Li m:11ien-kilowatt umt
He.ms Pumped S:ctsgs Hycroelec ne prelec* to be = cperancn in the
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t2 nearly 20 percent.
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Cur planned two-umt.
1.6 minion kdowatt ecal-
fired steam plant to be s
budt at ene cf four m1and I4 -

sites :s new under cen-
sideranen by the Cahferma
Energy Ccmmissicn.c
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for commercial operanen
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conmbution in the decade they approach feasibihty servanon efforts by con- Sources of Natura1 Gas
ahead with the completon for unlity operanon. sumers and mdustry have (St111 ens et cueic reet)

m 1981 of our 1.1 rmlhen- helped stretch our present - - - -

k1!cwatt Helms Pumped gas supply at least mto 900

Storage PrcJect on the the m:d-1980s, modifying
Kings River. An under- Gas Operations for now cur earher pre-

,

ground pcwerhouse located An average of mere than dicnons of the dates when
. Ebetween an upper and 1.7 billien cubic feet a day shortages r=ght occur. eco

lower reservcu ts the heart cf natural gas was sold Nenetheless, the fact
of tis $381 malhen project. dunng 1978 to the Com- remains that natural gas

An adinenal156,000 pany's 2.7 mallion gas customers could face cur-
kilowatts in hydroelectne customers and other tailments by the late 1980s 3o0
;ieneranen will come from Cahforma utines. cr was unles. new sources of gas
mcreasmg the capabthty used by PG&E pnmanly to become available.
cf four exisung plants on generate elecmetty.
Battle Creek in Shasta and Approximately 48 per- oTehama counnes and from cent of this gas came from - * ' :- 'm*: .- 74 75 70 77 Taour proposed Kerckhoff Canada. 35 percent frem the Supphes from Canada will
No. 2 underground hydro Southwest, and 17 percent centnue at present volumes a canada
plant. from California producers. until the mid-1980s when e a Paso

a califemaIn recent years, nanon- current export per:mts
wide shcrtages, prolonged begm to expire.The Com-
cold weather and regula- pany hopes, of course, that

*'[cwPG&E is iscussmg with tory restramts forced us the Government of Canada ,

vancus mdustnes 12 co- en eccasion to curtail use will renew these permits.

generaton projects, fue!ed cf gas by large indusmal In adinen.we are i

by fossil fuel. wood waste. customers. Last yeat how- cpn=tsac that newly dis-
waste heat and walnut even senice to indusmal covered gas m Alberta

shells with an estmated users, except cower plants, and tne consm2cnon of

cacabthtv of about one was umntempted. pipehnes to resenes in de
600

m:lhen kiiowatts. In ad$ncn. \Ve are opumistic about Arene will result in addi-
.s

me Company is studfing cur future gas supply fcr nonal future imperts. j
several reasons. Increased gas explo-five projects fueled by

First.te Cahferma Public raten in the Southwer, indt-schd waste with a potennal
Unlines Ccmmissten issued cates mat more gas than 300cf up to 90.0001c!cwatts.
a mid-year pchey state- earlier envistened may be
ment wiuch recogm:ed the available to El Paso Natural
impcrtance cf natural gas Gas Company, cur largest

Sclar and wind power as a baste fuelin the state's domeste suppher. durmg |o
generanen are a=cng cur ecenemy. Commissien the next five years. 74 7s 7s 77 7s
acnve m-house research policy henceforth will be Although cur gas pur-
pr0]ects. In aditien, PG&E to encourace and assist chases f cm Cahforma a teeme cer. era =n and c: er
support cf and parncipa- the Ccmparty in acqu:nng fields ceaked in 1971, te #6:52

' * * * " ** '"non in research by the maxunum available quan- dechn'e may be sicwed if
Elecmc Power Research nues of gas from new new reserves are is.
Insntute asserates us with scurces. covered m effshcre wells.

unpenant tecnnc!cgtes as See nd. extensive cen- er deeper wells en shcre.

.
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:n;;emental Sources "I Service to Customers~ ~ ~ ~ ~ ' " ~"~~

et J.is ; Dunng 1978 we contmued'

Adequate supplies / to give high prienty to'-

cf gas for the future will - mamta:mng customer
depend, too, upon supple- sansfacnon and encourag-
mental sources.The mest * * mg conservation of energy.
immediate need is to _

~ ~ ~ ~ ' '

For a number of years,
import liquefied natural we have measured cus-
gas from South Alaska and temer sansfaction through-
Indonesia. cut our 13 dv:sions. Our

PG&E and Southern 1978 survey mdicated
Cahfernia Gas Company, customer sansfacnon was
partners m these projects. 97.5 percent in areas
have propose.1 a receivmg ,

covenng employee cour-
'termmal for LNG tankers - tesy and responsiveness,

at Little Cojo Bay near Point
- '-

gas and electnc service
Conception. Cendinonal werk and handhng new'

approvals for this S600 - busmess.
millien termmal have been / More than half cf our
received from the CPUC ./ customers are now served
and the State Lands Com- / by modern teleprocessmg
mission. Final approval ecuipment. Here, informa-
awaits a dec:sion by the tien on customer accounts
Decartment of Energy. is displayed on a TV-hke

We are negenatmg with screen in seconds.TMs has
several producers for gas unproved customer serv-
from the Nenh S1cpe of ice, mereased employee
Alaska. And, through a producnvity, and has,

subsidary. we have funded ; resulted m substannal
six exploranon projects in - j savmgs.
that area. t We estunate that our

PG&E subsidianes also 1978 conservanon pro- i

are explcnng for gas in - - - - - - - - - -- grams have saved encugh '
Rocky Mountam regions Exploratory dnihng m the Rocky Mountam s:ates has added energy to meet the needs
that appear to have good another source of natural gas for the PG&E system. of approximately 24.000
pctennal. Last October, the average residennal elec-
Company filed a request tne customers and 78.000
with the CPUC to permit us. !n :a :n.,nci: - as at cther samtary landfills. average residennal gas
through apprognate sub- PG&E and the U.S. Environ- Ancther jemt project customers for the next
sidanes, to explore with mentalProtecnon Agenc/ with Southern California 10 years.
customer funding cf financ- have funded a one-year Gas Company :s produe:ng Fcr large custcmers,
mg charges extensive pilot project to conven gar- methane frem cattle ma- semmars were held on
leaseholds m the area. bage to methane, the mam nure at a feedict m the ways to make the :ncst

The Company also component of natural gas. Impenal Valley We are effic:ent use of energf. On-
would be interested in If successful this facity also study'ng ways to site auits cf commercial.
parnc:patng m any project at Mountam View prcbably cbtam metane from agn- mdustnal and agneultural
that would bnng gas to w'11 be enlarged and sun- cultural and fecd proces- plants received enthust-
Canf:rma from Mex:co. :lar projects may be set up seg wastes. asne support. with more
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. Our Employees employees.Ths ccrres- Paul Mattnew, v:ce presi-
-

At year-end PG&E had pends closely to me per- dent and assistant to the
26.445 employees. 900 centage of mu. ity people execunve vice president.
mere than at de close cf cf woricng age linng m Edward F. Sinley, vice
19??. Among te factors cur service area. president-gas operanens.
requinng th:s nse were a A 20 percent merease retred as did A. James

-

..et merease of more than m de number cf wcmen m McCclium. vice pres: dent-,

150.000 customers, the prcfessional and manage- pubhc relatens.;

,

mmeasmg complexity cf cem pese.cns cccurred Howard M. McKinley.
,e cur busmess, and the need dunng 1978.Through formerly manager of the
;.R to recpend to addmenal reenntmg pregrams and Ccmpanys San Francsco

g 3cvet.iment regulanens. advancements, wcmen = Dinsten. was elec:ed to
About 70 percent of sigmficant numbers succeed Mr. Siblev Donaldr '

%. _

# Y . ~ :. -
cur empicyees are repre- cennnue to embark upcn A. Brand, a nuclear engi-

. 'M semed by the Internanenal new careers with Se neer and supenntendent -'

-5 - ~-
l s r

J Eroderhcod of Electncal Company as engmeers. of stanon censtruenon.
Werkers (AFL-CIO). and lawyers accoumams, succeeded Mr. Sedam.

.4mc esulanen ts hemg m. 8 percent by the Engmeets cus:cmer service super. Lawrence R. McDonnell. -

t sta2ed m thousands of cust:mer and Sciennsts of Cahforma. visers. personnel represen- formerly manager cf te ;

j homes as a result of : e Ccm- In recent labor nege- tanves and energy Company's pubhc mforma-
pany's program to en curage natons. a general wage unlizanen recresentanves. tien decartment, was,

energy c::servaten. merease for a 13 month
-

eiectec' to replace. .

"

pened begmmng Decem- Mr. McCollum as vice
man two-ttrds of cusiccers ber 1.1978 and improve- Executive Changes president-public relattens.
at tese locatens follow- mems in the Companys Directors acted in Decem-
mg our recommended health plans were nege- ber to fill de top two
acnocs. St:mlar results "ated with these two comeani eestucns ucen
were c5 tamed trough unions. Beth settlemems the retuement next June 1
audits et ;cvernmem are withm the wage pcinca cf John F. Benner president

, Seines arci schects. cf the Wage-Pnce Guide- and chief execunve efficer,

t. An Energy Ccnservanen hnes of Pres:dem Caner. and Fachard H. Petersen.
I Cemer at cur San Francsco These adjusunents also chauman of ce bear' *~
j headquaners effers were extended to our Fredenck W. Mielke.Jr. .

s L
_

' ''""-- anen and pubhca- non-represented weekly vr.11beceme chauman - t

| nons en a vanety of employees. Our Ment Pay of $e beard and ch:ef
'

i censer /anen meded9. Plan fer rnanagement execunve officer. Barten
| A toll-free telephene emp!cyees was aisc W. Shackelford vr.11 become

'number makes tnis ser/tce designed to meet de president and chief Opera:-
i available tc cusicmers Presidential gmdelines. mg officer. Scth are
! crcughout Ncrtern and The Company's strong currency execunve vice

| Cental Caldorma. affamanve acnon prcgram pres: dents and duec cts
' Cur ccnnactor referral connnued to previde enny cf me Company.

sernce pu:s callers and ;cbs and mented advance- Dunng !978, te Com-
1 r.sitors = teuch vr.S qual- men: for women and pany lost the valued seri-
| died msulanen contactms. T. embers cf mmenty :ces of four of us efficers.
I an we ctfer to f=ance groups. Mm:nry group Dead clauned Charles g at $,-5 $'id d

"_ , , , _ _ , , _ ,

ame msulanen wnh pay- nembers new recresent H. 5 edam, nce pres:dem- 3e3,3::- :_3, ::3::1., 3: 337
mer of PG&E b:1's. 24 percem of allCernpany general cens racnen. and Ram:._
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Pac:fic Gas and Electnc Company
.

.

.

SEARTERLY CSMSN STOCK PRICES ANB BECLARER BMBENBS
December 31.1978 and 1977

.

1978 1977

4th' 3rd 2nd lat 4th 3rd 2nd 1st
High S24h S24h S24 % S24W S24 % $2Sh $24h S24b
Low 21 % 22 % 23W 23 23 23W 22h 22h
Dmdend 54c 54c 54c 54c 50c S0c Soc. 50c

)

UNES OFBESINESS
For The Five Years Ended December 31.1978

The approx: mate percentage cf operatmg revenues and operanng income includmg the allocanon cf taxes on income.
. attnbutable to each pnnapalline of busuass was as follows:

Cperaung Revenues Operatng htcome

Cecmc Gas Eecmc Gas

1974 64% 36% 83% 17%
1975 58% 42% 74% 26%
1976 62% 38% 75% 2S%
1977 67% 33% 77% 23%
1978 61 4 39% 81% 19% j

.
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Pac:fic Cas and Electnc Company ;

a -

,

- j
For The Five Years Ended December 3L 1978

InThousands
*? *~~"- .x .: . . . , w c.~ .;y- z=

- -- :. m ;,~ t.-: r . .r. . -- m :. .m -
1976 1975 1974. 1978 1977

Operating Revennes
Electric $2,098,933 S2,3SS.133 S1,820,948 S1293.551 $1,104.71S
Gas 1,338,299 1,14S,648 1,110.551 939,820 622,040

Total 3,433,232 3,500,781 2.931,499 2233,371 1,726,755

Operating Expenses
Operation

Cost of Electne Energy 912,873 1,184,991 873.220 477,546 285,122
Cost cf Gas Sold 1,019,233 906.965 831,851 675,609 395,924

' "uansm:ssion and Distnbution 127,475 121,823 114.910 101,710 93.432
Other 317,428- 288,11S 2S2,634 219,336 187204

as
Total

...

2;377,009 2,501,894 2,072,615 1,474201 961,682
Mamtenance - 120,509 110,407 96,277 90.853 90.63t
Depreciation 220,105 209.227 199,491 178,978 166,60S

Taxes onIncome 129,120 76,564 16.S79 13,783 S4203
Property and OtherTaxes_

, ... . . . . . , - = . - . . . .-.
,

133,491, _ 158,476 142,667 128,303 123,025

Total 2,900,234 3,056,568 ... 2,527,629 1,886.118 1,396,146
.

, ,

OperatingIncome 452,998 444,213 403,870 347253 330.609

Other Income and IncomeDeductions
Allowance for Equity Funds Used During Construenon 109,052 75,827 60,559 50,916 41,687
Other-Net . . .. 64,817 - =

.

55,984 42,207 38,420 42,S49
;i . :- n ;:. w. =. 3 m .:.. ;

htal
'

' 173,868 131,811 102,766 89.336 84236
, , , , , , , ,

_

Income Before Interest Charges 628,867 576,024 506.636 436,589 414,845

( ~, Interest Charges
Interest Expense 255,252 24S.431 223,2S5 204,445 169,519*

klowance fer Borrowed Funds UsedDunng Constructicn (29,969) (25.70S) .(18,603) (19,435) (15,911)

Total 225,283 219,726 204.652 185,010 153,608
_ ,

_

Net Income 401,584 356,298 301.984 251S79 261,237
~

Preferred Dividend Requirements 83,337 73.903 63,68S 48,301 45.2S3

Earnings Available for Common
,

S; 318,247 S 282,395 S 238,299 S 203278 S 215,984

Average Common Shares Outstanding 99,580 89,728 82.138 76,265 66.146
Earnings Per Common Share $3.20 S3.15 S2.90 S2.67 S3.27
Dividends Declared Per Common Share S2,16 S2.00 S1.88 $1.88 S1.88

.

e
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Summary
. The eamed return on common equity improved to

The Companys financial results durmg the previous five 10.9% in 1978, up from the 10.6% level experienced in 1977.
years have been impacted dramatically, and in recent years in subsequent years, fullimplementation of SAM and
favorably, by vanous ratemakmg mechanisms adopted the Regulatory Lag Plan will greatly enhance the
by the California Public Unlites Commission (CPUC). Companys oppcrtunity to earn the return found reasonable

First, a series of "balancmg accounts * have been by the CPUC.
established with a view to insunng ultimate recovery of
major costs as well as reducmg the exposure of the Com-
panys earnings to fluctuations in gas sales.The accounts Operadag heaues
are:(1) An Energy Cost Adjustment Clause (ECAC), effec- Operanng revenues for 1978 amountees $3.4 billion,
nye Apn11976.which accumulates differences between a decrease of S68 mi2 ion or 2% from 1977. Electne

the fuel costs of producing energy or the cost of producing revenues centributed about 61% of the total, and gas rev- s

such energy and the perten of these costs billed to enues 39%. The significant changes in operanng revenue I

customers. (2) A Gas Ccst Balancmg Account (GCBA), in recent years are due pnmanly to tncreases in rates
,

~ ffecuve August 1976,which accumulates the differences and to balancing account acuvity.The followmg tablee
. between the costs of gas purchased and gas costs billed sets forth the amounts by which the Companys electne
to customers.(3) A gas Supply Adjustraent Mechamem and gas revenues during each of the last four years
(SAM), effecuve June 1978, which accumulates differences increased or decreased from the preceding year. .

hetween billed revenues and revenues that would have together with estimated changes attnbutable to the major
been generated if sales volumes used to fix rates in the factors. Additionalinfonnanon about me Cornpanys

1978 rate increases can be found in the Tinance andmost recent gas rate case had been realized. (4) A Tax
- Change Adfustment Clause (TCAC), effective July 1978, Rates"secnon on Page 12.

Y**#"d*d U""*' 31which accumulates changes in property taxes along with
1878 1877 1878 1878changes in ethat taxes. licenses or fees imposed by local

{ governments, thus assunng that enly net reductiens result. E3eente Ra m m Mens
RaeC 'ing from Proposition 13 are passed to customers.The

t F e gy 5 21.8 $630.7 S 523 S 94.0accountng treatment for such accounts is desenbed under ceneral er.o 88.7 146.8 34.4
"Operatng Revenues" To mimmire the frequency of rate salesvoice and other changes (as.s> 53.s 79 2 sc.4
adjustments, accumulated amounts in balancing accounts setore es.2 773.3 278.3 18ea
are generally recovered from customers through semi ' Balancing Accounts Actmry (318.4) (239.1) 249.1 \

Nednmase Gemase) $(Iss.2) SS342 $5274 S186 #Se en adepti by the CPUCin1977 of a plan to _

~

reduce regulatcry lag by processmg general rate cases cesme m m
Ra e(which address all costs other than electne fuel costs and Purchased S ste S138.6 S166.9 $291.1purchased gas costs handled through the ECAC and cenerai as.s 28.8 49.7 13.4

| the GCBA), within twelve months of the filing of an appli- salesvelame and other changes (los.11 (77 2) (81.5) 13.3

; canon.Implementanen of this plan resulted in the granung sc:o:ai (za.7) 90 2 135.1 3178
| of parnal electne rate re'ief in January 1978, and a final salane:ng Accoun:s Aenvity 21s.4 (55.1) 35.6 -

dec:sion on the Companys 1978 test year elecme and
Nehase s 1se.r Sm Si m saltsgas general rate case m September 1978.

The ec'mbinaton of these ratemakmg mechanisms From Apn11976 through July 1978 ac:ivity in the balanc-
accounted for the improvement of 25 cents per common - ing accounts described m the " Summary * above were
share to S3.15 fer 1977, and an addinenal S cents per share recorded as deferrais of ecsts of elecmc energy and
to $3.20 for 1978. costs of gas sold. Com:nencing in August 1978, such

|
|

|
'
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differences have been recorded as additinnal revenue due primarily to higher wages and the increased costs
or as deferrals of revenue, as appropnate. , , L - . , of employee benefits.In 1977, admmmtrative and general

Balancing account activityin financM statements ' ~ l expense contributed $29,000,000 of the increase because
for the first seven months of 1978 and the years 1977 and cf theincreased costs of employee benefits, wages and
1978 has been rac'adad to be consistent with the - city and county franchise ta=
current preseraation. Operating revenues (and expenses) The increase of 714,000,000 in mamtenance 3xpense
fcr tl.e year 1977 were decreased by $4B million; and in 1977 was due pnmanly to the costs of maintainmg
operatmg revenues (and expenses) for 1976 were electnc production and distnbution facilities.
mcreased by S284.8 million. Operanng income and net ' Property taxes in years prior to 1978 were in an upward
incorce were unaffected by these reclassifications trend due to increased assessed values and an expanded

. . investment base.The implementation of the Jarvis-Gann
Initiative in 1978, limiting property taxes, resulted in a

%dag 7-_ _ _=_ _. -- property tax reduction of $28,000,000 from 1971 which
The costs of purchased gas and the costs of producing represents the tax reduction for a six month period.electric energy have increased in recent years.The limited. Costs of electric energy and costs of gas r,old areavailability of natural gas for use as boiler fuel and the-

da*cebte on federal and state income' tar.eturns in thedrought-induced reduction in hydroelectric generanon m. year such costs are incurred and revenues are tarable in.
1977 required the Company to increase.its use of higit the year they are billed to customers. In computing bookcost low-sulfur oilin the generation of electne power. income taxes, however, costs of electric energy and costs
, However.the improved water condmnns in 1978 made - of gas sold as well as gas and electric revenues are
it possible for the Company to increase its hydroesectrie . mr hiriad only to the same extent they are included in the
generation, and to purchase low. cost hydro power from statement of income.The difference in taxes is included
others.The followmg table shows fuel oil burned, power in accrued taxes payable. A discussion of other factors
purchased and natural gas delivered to the Company, that contributed to varia* ions in income tax expense can
with the average prices cf natural gas and fuel oil. be found in Note 3 of Notes to Financial Statements.

Year Ended December 31

1928 1977 ~ ISTS- 1975 1974-

ruet ott surned - C ther Inconne and Inconte Dedactions and
,

assar.e 2s sas 35,928 27.6521 11,s2e 11,421 gm
Per Barrelof Fuel The amount of allowance for funds used dunng con-
'hl Burned 31s.4s $1428 S1486 S1490 $10.85 struenon ( ADC) has increased in recent years pmarily
Power Purcnased due to the construction of Umts 1 anc 2 of the Company's
chau noseroeuarn stes,ser ma $147.455 stoaseo See,904 Diablo Canyon nuclear gener3 ting plant.The amount of
[E*NNm***# 1s,ots 9.792 13.112 -1E28? 17.242 ADC recorded in 1978, which is esumated to be apphe-
Natural Gas Delwered .

able to Construction planned for completion in 1979,1980,
eno= nas or ucn s2s,2ss 792.921 8322ca sea,tra 833,122~ and 1981 is $68.000,000, $50,000,000 and S8,000,000,

I.Eed rN {espectively.Substantially,allof the ADC applicable tost.as St.so $132- S.96 S.ST jobs planned for completiert in 1979 and 1980 represents
Other operanon expense increased by S29,000,000 ADC for the two nuclear umts at Diablo Canyon.
m 1978 and S35,000.000 in 1971In 1978, customerrelated. The increase in other-net for 1978 was pnncipally due
crpenses, espec: ally conservation programs. contributed to increased tax benefits resulung from an increase in
S11.000.000 and administranve and general expense non-unlity tax losses.The increase in other-net for 1977
contnbuted $18.000,000 to the increase.The increased was due to increased interest income and higher earnings
ecsts of admmmtrative and general expensein1978 were of subsidianes. See Note S of Notes to Financial Statements.

.
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Pacific Gas and Elecmc Ccmpany '

*

For the Eleven Years Ended December 31.1978
_

1978 1977 1976 1975

Per C-a= Share
~~

Eammgs S 3.20 $ 3.1S S 2.90 $ 2.67
Dividends Declared S 2.18 $ 2.00 S 1.88 $ 1.88
Dividend Payout Ratio 67.5% 63.5% 64.8% 70.4%
Book Value (end of year) S29.75 S28.78 $28.16 S27.71
Market Price-High *

24Fs 2SW 24W 23W
Market Pnce-Low 21h 22W 20 18h
Market Price-Close 22 % 24 23b 20 %

Capital Expenditures (Thousands)
Electne Department $718,572 $599.126 SS18.398 SS40,790
Gas Department 89,424 91,198 80.880 89.799 3

Total $807,996 $690.324 , $599.278 S630,589
,

Electric Statistics -

- Net System Output (Millions of IGVH) 67,669 65.42.8 66,416 63,402
Net System Output-Percent -

Hydroelectric Plants 19.9% 9.2% 12.2% 22.6%
ThermalElectnc Plants 49.5 72.4 62.0 43.6
Other Producers 30.5 18.4 25.8 33.8

Total . 100.0% 100.0% 100.0% 100.0%
% System Capacity-KW (at annual p'eak)

Hydroelectne Plants (adverse conditions) 2,350,900 2,3SO,900 2,419.900 2.396,900
Therma 1 Electric Plants 8,294,000 8,294.000 8,261,000 8.053.000
Other Producers (adverse con +tinns) 2,791,100 3,302,900 3,743,400 3.766.100

Total 13,436,000 13.947.800 14.424.300 14.216,000
Net System Pe'ak Demand-KW 12,970,600 12.191,800 12.245.800 11.632.800
Average AnnualResidennalCensumption-KWH 6,553 6.408 6.509 6.462 s

Total Customers (end of year) 3,270,302 3,179,362 3,087,300 3,00S.Sla J
Customers Per Mile of Distnbution Line-- 38.5 38.1 37.7 37.2

Gas Statistics
Gas Purchased (Thousands of MCF) 699,594 800.950 836.333 861,860

; Sources of Gas Purchased-Percant
i From Cahfomia 16.7% 16.4% 16.8% 16.2%

! From Othef ?.ates 35.4 37.0 38.2 41.4
From Cansa 47.9 46.6 4S.0 42.4

! Total 100.0% 100.0% 100.0% 100.0%
I Average Cost of Gas Purchased-MCP

From Califorma 159.4c 112.lc 96.lc S6.7c

Frem Other States (at Calif.-An:. border) 135.1 110.0 83.0 72.7

From Canada (at Cahf.-Ore. border) 239.9 218.0 192.1 136.8 .

Average 189.3c 160.7c 134.2c 97.3c
Peak Day Sendout-MCF 3,243,552 3.186.229 3.348.909 3.3S2.881 -

Average Annual Residental Consumption-MCF 86.9 90.5 100.8 111.1

Tctal Customers (end of year) 2,738,767 2.674.890 2,611,551 2.555.216
Customers Per Mile cf Distr $unen Main 97.4 97.2 96.8 96.4
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1974 1973 1972 _ _ _1971 _ 1970 1969 1968
_

- . . . _ . . - . . .. -

_

S 3 27 S323 5 3.02 S 2.75 - S 2.47 S 258 S 235
S 1.88 $ 1.78 51,72' ' S 1.64- S 1.50 S 1.50 S 1.45
S7.5% 55.1% 57.0% 59.7% . 60.9% 582 % 57.0%

S28.18 S27.80 $26.38 S24.91 S23.66 S22.79 S21,71

24 4 32 % 33 % - 36 % 35 39W 38 %
17 21W 26h 28 % 22h 29h 30 %
20a 22a 32a 32 % 34w 32w

38 9,= .

- -,

SS36,931 S465,422 S458,817 $379,198 $330,S59 $265,709 ' S220,516
108,729 100,117 84,823' 72,653 84,772 74,201 68.884

~
_

S645,660 SS65,539 ' $543,640 [S451251 5415.331 ~ S339,990 $289,400

60,932 60,572 59,124 54,663 51,277 48,885 46,994

25.6% 21.5% 19.8 % ~ 254%- 26.9% - ' 31.4% 232 %
38.1 53.4 52.7 -46.S 48 8 4S.2 62.2,

36.3 2El ~

27.5 : 27.9 24.5 23.4 14.0
, _

100.0% 100.0 % 100.0 % 100.0% 1004 % 100.0% 100.0%

2,396,900 2,384.800 2.369,000 2,364,900 2.364.900 2247,900 2.277,300
7,947,000 7,841,000 7,062.000 6,956,000 6,942,400 6,962,400 6.302.600
2,948,700 2354,700 2,609,000 2,438,700 2,098.000 1.560,700 1,056200

13292,600 12,780.500 12,041,700 '11,759,6UO l'1.405,300 ~
~

10,771,000 9,636,100
11,648.800 10,867.800 10,469,800 9,713,000 8,807,700 6.227.100 8,126,200

8.260 6,417 6,213 6,048 S,697 534S 5,181
2.936,106 2,854,58S 2.767,978 2.675,942 2,597,314 2,S36,703 2,483,480

36.9 36S 36.0 35.4 34.8 34.5 34.3

876,537 984,061 1,015,319L 1,004.547 950,652 878,484 888,07S

16.8% 23 4 % 23.5% 243% 252% 25.2% 273 %
43.7 38.4 40.3 412 43.7 453 45.5
39.5 38.0 362 34.0 31.1 29.S 27.0

100.0% 100.0% 100.0 % 100.0% 100.0% 100.0% 100.0%

42.7c 37.0c 33.7c 31.7c 3020 29.9c 30.3c
SS.8 43.0 39.4 373 33.9 31.4 27.9
65.4 44.1 36.9 32.7 30.4 28 2 28.0
57.4c 42.0c 37.2c 34.3c 31.9c 30.lc 28.6c

3.020.21S 3,423.896 3,918444 3,798,462 3.633,341 3,44S,626 3.338E69
104.5 113.4 115.7 121.7 107.7 1162 109.7

2,503203 2.443,S89 2,383.609 2.317,686 2,2Sa285 2.208,046 2,160369
96.1 95.9 95.6 95.0 94.1 94.0 93.8

23
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PactSc Gas and Electne Company - -

..,....og.---

..w......~

Fcr The Years Ended Dec0mber 31,1978 and 1977

In Thousands
Increase (Decrease)

' ' '

1978 1977 Amout Percent'
-. 4,n.u.

Electric C - : -t
'

:,: ; . w,. :~ n . ..

Revenues
Residential S 720,112 S 661,502 SSa610 8.9%
Commere:a1 852,265 789,401 62.864 8.0
Industnal(1000 Kw demand er over) 531,593 498,462 33,131 6.6
Agneultural Power 149,986 212,649 (62,663) (29.5)
Public Street and Highway Lighting 34,179 33,501 678 2.0
Other Electnc Unlities 60,855 103,890 (34,035) (32.8)
Miscellaneous 43,584 42,075 1,S09 3.6
Other 3,814 3,664 150 4,1

Regulatory Balancing Account Changes (308,455) 9.989 (318,444)

htal S2,096,933 S2.355.133 S(258,200) (ILO)
,,

_

_ ,,

Sales-lGVH
, ,

Residential 18,314,721 17.383,011 931,710 S.4
Commercial

,

14,815,289 14,354.3S9 460,930 32
17,166,973 16,771,232 395,741 2.4

Industnal(1000 Kw demand or over)
AgnculturalPower 3,120,C44 S.113,726 (1,993,082) (39.0)
Public Street and Highway Lighting 485,725 491,558 (S,833) (1.2)
Other Electne Utilities . 2,332,563 3.957,141 (1,724,578) (43.6)

'IbtalSales to Customers 56,135,915 58,071,027 (1,935,112) (3.3)%
.

Gas Department
Revenues

Residennal 5 432,865 S 414.087 S 18,778 4: i*

Industnal
'

346,229 365,623 (19,394) (S.3)~'Commere:al
340,546 366,293 (25,747) (7.0)

Other Gas Utilities 18,384 14.349 4,03S 2&1
Miscellaneous 4,315 4,773 (4S8) (9.6)
Regulatory Balancmg Account Changes 193,960 (19,477) 213,437 -

Tctal $1,336,299 S1,145,648 $190.651 16.6

Sales-MCF
Residential 220,076 223,732 (3,656) (1.6)
Commercial 144,163 163,828 (19,666) (12.0)
Industnal 138,975 162,529 (23,554) (14.5)
Other Gas Unlities 9,926 7,810 2,116 27.1

'Ibtal Sales to Customers 513,139 5S7,899 (44.760) (8.0)
Company Use (electne generanon) 125,636 217,272 (91.636) (42.2)

Tbtal 638,775 775,171 (136,396) (17.6)%

.
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Pecdc Gas and Electne Company
.

.

For The Years Ended December 31,1978 and 1977 -

InThousands
Gxcept per share amounts)

1976 1977

Operating Revenues
Electne $2,096,933 S2,3SS,133
Gas 1,336,299 1,145,648

Total 3,433,232 3,500,781

Operating Expenses
Operanon

Cost of Electric Energy 912,873 1.184,991
Cost of Gas Sold 1,019,233 908,965

( Transmission 29,865 30,473
Distnbunon 97,610 91,350
Customer Accounts and Ser'nces 101,284 90,481
Administr'anye and General 178,508 162,122
Other 37,636 35,512

Total 2,377,009 2.501,894
Maintenance 120,509 110,407 ,

Depreciation 220,105 209,2274

Taxes on Income (Note 3) 129,120 76,564
Property and OtherTaxes 133,491 1o8,476

Total 2,980,234 3,056,S68

Operating Income 452,998 444,213

Other Income and Income Deductions
Allowance for Equity Funds Used Dunng Construction 109,052 75,827
Interest Income 22,927 29,185
Equity m Earnings of Subsidiary Companies (Note 5) 19,579 13,609

Other-net 22,311 13,190

Total 172 369 131,811

Income Before Interest Changes 626,867 576,024

Interest Charges
Interest Expense (pnneipally mortgage bonds) 255,252 245,431
Less Allowance for Borrowed Funds Used Dunng Construenon (29,969) (25,705)

Total 22$,283 219,726

Net Income S 401,584 S 356,293

Earnings Per Common Share S3,20 $3.15
Dividends Declared Per Common S~aare S2.16 S2.00

,

.

*he se: m:nnymq notes to ff.ancial statements and schedule are an mtegralpart cf these statements.
.

I

i

I
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'

Pacific Gas and Electric Company

h

December 31.1978 and 1977 InThousands _

1978 1977

Utility Plant -At Ongmal Ccst
Electnc SS,963,193 ~ $5.635.911
Gas 1,811,672 1.725.295
CcnstruenonWerk in Progress 2,038,986 1.690.303

Tctal Unlity Plant 9,813,851 9.051.509
Accumulated Depreciation 2,471,222 2.278.694

Utility Plant-Net 7,342,629 6.772.815

Investments in Subsidiaries (Note 6) 176,505 126.821

Current Assets
Cash 23,800 25.466
Shcrt-term Investments-at cost which approximates market 6.993-

Accounts Receivable (less allowance fer uncollecuble accounts:
1978. SS.161: 1977. SS.120) 417,709 347.540

Matenals and Supplies 47,099 30.535
Fuel Oil 154,405 248.961 ,
Regulatory Balancing Accounts-recoverable 129,688 285.2.
Gas Stored Underground 162,090 108.706
Prepayments 36,788 32.172

Total Current Assets 971,559 1.085.603

Deferred Charges 11,379 12.774

Total S8,502,072 $7.998.013

Capitalization
Commen Stock-at par (Schedule I) S1,008,793 $ 983.901
Addinonal Paid-in Capital 664,337 623.042

- Remvested Earmngs 1,329,072 1.224.344

Common Stock Equity 3,002,202 2.831.287
Preferred Steck-at par (Schedule 1) 1,102,451 977.451

Tctal Stockholders' Equity 4,104,653 3.808.739
s

Mcrtgage Bonds (Note 2) 3,364,758 3.232.8C )
Total Capitalization 7,469,411 7,041.545

Current Liabilities
Shcrt-term Borrewmgs (Nete 4) 38,990 97.628
Accounts Payable 332,487 284.287
Accrued Taxes Payable 221,229 178.206
Regulatcry Salancmg Accounts-refundable 31,128 64.434
Dividends Payable 54,442 45.374
Mortgage Bonds-current pornen (Note 2) 72,921 55.695-

Other 71,648 64.269

Total Current Liabilities 822,845 789.893

Customer Advances for Construction 75,912 66.C81

Deferred Investment Tax Credits 51,936 34.583

Other Deferred Credits 50,378 31.369

Deferred Income Taxes on Defense Facilities 31,590 34.537

Total S8,502,072 57.998.013

| 26 he a:: epanug ::::es :o f nare:aa rs:e=en:s and sc:es e are an =te;:at es: :t eese s:a:emen s.
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Pac:fic Gas and Elecme Company
'

. .

For The Years Ended December 31.1978 and 1977 -

InThousands

1978 1977
.

Funds Provided
Funds Denved from Operanens

-

Net Income S 401,584 S 356,298.

Non-fund Items in Net Income
Deprec:ation (includmg charges to other accounts) 223,152 212.751
Allowance for Equity Funds Used Dunng Construction (109,052) (75,827)
Other-net (18,708) (12,689) -

Total Funds Derived from Operations 496,976 430,533
Common Stock Sold-net proceeds 58,758 225,638

7
- Preferred Stock Sold-net proceeds 132,429 106.223

Mortgage Bonds Sold-net proceeds 249,567 198.393
Regulatory Balancmg Accounts Changes-net 122,256 54,069

Other Funds Provided-net 13,154 12,67S

Total - $1,073,140 $1,077,531

Funds Applied !

Capital Expenditures
.

S 807,996 S 690.324
Allowance for Equity Funds Used Durmg Construction (100,052) (75,827)

Funds Used for Capital Expencatures 698,944 614.497
Fuel O.1 Inventory (9M56) 36,909
Mortgage Bonds Purchased for Sinlong Fund (at cost) :.5,108 33.261
Matured Mongage Bonds Retired 47,600 47,156
Dividends-preferred and common stock 296,856 252,255
Changes in Other Working CapitalItems (a) 89,183 93,453

Total $1,073,140 $1,077.531

(a) Changes in Other Wcricng Capital Items
- Accounts Receivable-net S 70,1L1 S 79.358

Gas Stored Underground - 53,38 5 18.408
Esnmated FederalIncome Tax Refund (75.000)-

AccruedTaxes Payable
~

(43,023) (56.0S1)
Accounts Payable (48,200) (40,173)
Short-term Borrowings - 58,638 168,367

Other Changes in Workmg Capital (1,780) (1.456)

Total-increase S 89,188 S 93.453

The accompannng nctes to Snan::al statements and scuedule are an integal part cf these statements.
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Pacific Gas and Electne Company

8

For The Years Ended December 31,1978 and 1977 _

InThousands

Preferred Common Adincnal Retnvested
Stock Stock Paid-in Capital Earmngs

Balance, January 1,1977 S 877,451 S 886,106 S 488,976 S1.120,301
Net income-for year 356,298
Preferred Stock Sold (4,000,000 Shares) 100,000 6.223.

Common Stock Sold (9.779,518 Shares) 97.795 127,843

Dividends Declared-Cash
Preferred Stock (72,352)
Common Stock (179,903)

Bams, December 3L 1977 977,451 983,901 623.042 1,244,344 ,
Net Income-for year 401,58'
Preferred Stock Sold (5,000,000 Shares) 125,000 7,429
Common Stock Sold (2,489,160 Shares) 24,892 33,868
C.vidends Declared-Cash

Preferred Stock (81,196)
Common Stock (215,660)

Balance, December 31,1978 S1,102,451 S1,008,793 $684,337 $1,329,072

The accompanying notes to financial statements and schedule are an mtegral part of taase statements

.
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Pac:Sc Gas and Cecmc Company
:. ..

- _ . . .

December 31,1978 -

.

.
InThousands

"**" ~*
Redemption Shares

Pnce Authonzed Shares Amount

Common,ParValue $10 Per Shaze 125,000 100.879 $1,008,793

Preferred, Cumulative, Par Value S25 Per Share
Redeemable
10.46% (S2.61S a share) $30.10 3.S00 3,SCO S 87,500

10.28% (S2.57 a share) 30.00 5,000 S.000 125.000

10.18% (S2.545 a share) 30.00 4,000 4.000 100,000

9.48% (S2.37 a share) 30.25 3,000 3,000 75.000

9.30% (S2325 a share) 29.80 4.000 4.000 100.000'

9.28% (S232 a share) 28.00 707 707 17,674

9% ($2.2S a share) 29.25 881 881 22.027

8.20% (S2.05 a share) 29.37S 2,000 2,000 50,000

8.16% ($2.04 a share) 28.875 3,000 3,000 7S,000

8% ($2.00 a share) 29.375 2.000 2,000 50.000

7.84% (SI.96 a share) 29.00 2,000 2,000 50,000

5% ($1.2S a share) 26.75 2,861 2,861 71,524

S%-Series A(SI.25 a share) 26.75 1,750 1,719 42.985

4.80% (S120 a share) 27.25 1,517 1,517 37,934

4.50% ($1.125 a share) 26.00 1,128 1,128 28.186

4.36% (SI.09 a share) 25.75 1,000 1,000 25,000

Unclassified in Series - 15,871 - -

54,215 38,313 957,830Total Redeemable
, _

Non-Redeemable
6% (S1.50 a share) 4,212 4.212 10S.292

S.SO% ($1.375 a share) 1,173 1,173 29,329
,

5% ($1.25 a share) 400 400 10.000

TotalNon Redeemable S,78S S,78S 144.621

Total Preferred 60,000 44,098 S1,102,451

The acccmpanymg notes to fmancial statements are an mtegral part of these statements and this schedule.

.
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Pac:Ge Gas and Electne Company

)- m-cr. m.,:.:a -

. . - . - wi s w n x

For The Years Ended December 31,1978 and 1977 -

.

.

-~
balancing accounts is that changes in costs to the Com-

_ c .. E..~JC~,~~TZ pany of electnc energy, gas, property taxes, and fluctu-
ations in gas sales no longer affect the Company's earmngs.

Accounting Recosds
The accounting records of the Companyare mamtained Depredad =
in acccrdance with tha Uniform System of Accounts For financial statement purposes, depreciation of utility
presenbed by the Federal Energy Regulatory Commmion plant is computed on a vraight-hne remaimng life basis
(FERC) and adopted by the Cahfernia Public Unhties e.t rates based en the est mated usefullives of properties.i

CommiWen (CPUC). The annual provistens for deprec:anen expressed as a.
percentage of the average balances of deprec:able plant

Utility Plant were 3.1% for1978 and1977.
The cost of additions to utihty plant and replacements
of retirement umts of property is capitalized. Cost includes Incosse n xes

.

labor, material and similar items and indirect charges for The CPUC requires that the Company include in net
such items as engmeenng, supervision and transpcrtanon. income the current tax cCfferences ansmg from certain
Cost also includes an allowance for funds used dunng uming differences in connection with deprectanon, ADC-
construction (ADC) for the imputed cost of equity and other overhead costs of construction.For federal
investment and a net after-tar amount for borrowed funds. incems tax purposes, depreciation is generally computed
The equity component of ADC is included in otnerincome using the most liberalized methods allowed by the Intemal
and the net borrowed funds component is ' ecorded as Revenue Code. Investment tax credits are applied as a.r
a reduction of interest charges.Costsof depreciable units reduction cf federal income tax expense through the usa -
cf plant recred are elimmated from utihty plant accounts of a frie-year movmg average method.Such tax differ-
and such costs plus removal expenses less salvage are ences are reflected in customer rates authonzed by the
charged to accumulated depreciation. Costs of repairing CPUC. In computmg book income taxes, costs of electric
property and replacement of minor items of propert7 energy and costs of gas sold, as well as gas and electne
are included in the Statements of Income as maintenance. revenues, are included only to the same extent they are'

included in the Statements of Income. (See Note 3.)
Research and Developanent
Research and development (R&D) cests related t MM Discount and Rdated EFmspec:fic construction projects and a portion of general ~ Bond issuance premium er discount and nlated expensesengmeenng research costs are capitali:ed. Other
R&D costs are charged to expense as incurred. are being amoruzed over the hves cf the issues to which

\they pertam.The gam er loss en reacquisition of bonds
l to sausfy sink =g fund requirements is amortized over the -I"'''''*I'*

Inventories of materials and supplies, fuel oil, and gas remaining life of the reacquired issues.The federal

stored underground are stated at average cost income tax on such gain is recognized over the life of the
remmg prgeny.

Revenues
Revenues consist of biHings to customers and activity Retirement Plan
in balancmg accounts. Billings to customers are included Retirement plan ecsts are accrued in acccrdance with
m revenues as meters are read on a cycle basis through. an actuanal cost method (entry age normal method). At
our each month.In accordance with orders of the CPUC, December 3L 1978, the value of renrement plan assets
the Company has estabhshed balancing accounts fer exceeded the estimated vested benefits of the plan.
electne energy costs, gas costs, gas sales, and property
taxes. Since August 1978 operatmg revenues have incluced Invesa===ts in Sab=w=das
all acnvity in these balanc=g accounts.This activity Investments in subsidiaries are stated in accordance
represents amounts authen:ed by the CPUC to be recov- with the equity method.The assets, revenues, and earnmgs
ered from er refunded to customers. Pncr to August 1978 - cf the subsidianes are not sigeficant in relanon to those
acuvity in balancmg accounts was included in ecst of cf the Company. Approx:mately 61% and 63% of the cost
electric energy cr cost of gas as well as revenues. Bal- cf the Ccmpany's natural gas purchased m the years
ancmg account acnvity dunng the years 1977 and 1976 1978 and 1977 were from Pac:fic Gas'ltans=:ssion
as well as dunng the first and second quarters of 1978 has Comceny, a 53% owned subsidiary.The pnce paid is
been reclassified to revenues.The effect of usmg these regulated by the FERC.
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F=M=gs Per Casames Share
. and sininng fund requirements for the years 1979 through -

Earnings per common share were computed by dividing - 1983, calculated en tne bas.is of bonds outstandmg at
earnings available for common stock by the weighted _ - December 3L1978.willamount to S101.973.000 $85.498.000 -
average number of common shares outstanding.The. ' S54.280,000, S246,115,000, and $10L815,000, respecuvely.
weighted average number of common shares m==a^ag-

_

is computed by dividing the aggregate of the number 8;Il -
~~

of common shares outstanding at the begummg'of T9
cach month durmg each year by twelve. Taxes on income generally reflect amounts currently

payable with the exception of investment tax credits and
adjustments to balancmg accounts. Investment tax credits

' '

reduce federalincome tax expense through the use cf a
At December 3L 1978 the First and Refunding Mortgage five-year movmg average. Costs of electric energy and

( Bonds outstanding held by the public were as follows:
costs of gas sold are deductible on federal and state
income tax returns in the year such costs are incurred and

2 3/44 to 4 1/44 to 71/2% to revenues are taxable in the year they are billed to cus-Maturity 3-3/4% 6 7/85 9 85% Total tomers.(See Note l).
Thousands The net unbilled amount included in the balancing

$ 8 {8] . Q8] accounts at December 3L 1978 was approximately $99.000.000,8

1981 21.117 21.117 which willresultin an additional tax payment of apprc,xi-
1982 6M50 S.150.00o ' 21M5o mately $52,000,000 when billed.
1983 Ss.288 . -18.700 71.988 7 The reasons for the differences between the reported
1984 1993 94.S96 S258.528 ' 20&300 561.424 income tax expense and the amount computed by applying-
$$ 1[g the U.S.federalincome tax rate of 48% to income before

838
2 0

taxes are as follows-
Total Mort.
gage Bonds S353.129 S800.787 S2.303.434 S3.457.350 1878 1977

Mortgage Bonds Included m Current !aabilines 72.921 Poseent Percent
Unamornzed Discount Net of Premitm 19.671 et Protax of Pyaz

*Mortgage Bonds included a Capuahzanon S:L364.758
Computed provision 4s.0% 48.0%
Increases (reduenons) resuitmg trem

Subject to indenture provisions as to earnings coverager Investment tax credes (s.2) (52)
and bondable property available for secunty, additional stare tax on mcorne 2.s 1.a

ts
bonds may be issued up to an outstanding aggregate Allowance for borrowed and equity

funds used durmg censtruenon (1 3.23 (11.s)
amount of $5,000,000,000.The Board of Directors may from Tax deprecianon m excess of
n=e to tune increase the amount authorized. A!1 real book deprecianon (4.1) tS0)
properties and substantially all personal properties are other omtead castruenen costs (3.41 (38)

8'subject to the lien of the mortgage. Securities represent- *7 $3 yp
ing investments in subsidiaries are pledged as collateral property remove expenses (1.11 (t.4)
for the bonds. Ctner. net (2.21 (2.4)

The Company is required, according to provisions .:bre zo.s=<. 15.3%
- of the First and Refunding Mortgage, to make semmnnual

sinicng fund payments on February 1 and August 1 of each Income tax expense is~ included in the financial statements
year for the retrement of the bonds of any series equal as follows:
to k: of 1% of the aggregate bonded indebtedness out-
standmg on the preceding November 30 and May 31. is7s 1977

respectvely. Bonds of any series may be used to satisfy Th u ands
this requirement. Included in operating expenses

Sinicng fund requ:rements due in 1979 for bonds Non peranngincome sisa,oss s79.5c9

outstandmg at December 3L 1978 amount to S35.000.000. ^*[,C, r " ' '
s (2.s4s> a945)

This amount. less treasury bonds of $29,052.000 plus
Series M Bonds of S66.973,000 matunng en December 1. : cice[e),,13,,;,ccm. [$3 (fi[4h

.

1979 is included m current liabilines
Total sto4.34s $54517The combined aggregate amount of bondsmaturing
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Segment Information for 1978 and 1977 is as follows-

1978 neusands

Intersegment Total
Cectnc Gas Pematons Ccepany

Operaung Revenues $2,096,933 $1,336,299 S3,433,232
Intersegment Sales (A) 3,774 305,088 S(308,862) -

'Ittal Operatmg Revenues 2,100,707 1,641,387 (308,862) 3,433,232

Deprectanon 167,014 53,001 220,105
* icome Taxes (B) 104,348 24,774 129,120-

( Jther Operatmg Expenses G) 1,461,448 1,478,423 (306,862) 2,631,000

Total Operaung Expenses 1,732,808 1,556,288 (306,862) 2,980,234

Operatmg Income S 367,899 5 85,099 S - S 452,998

Capita 1 Expenditures (C) S 718,572 S 89,424 5 807,996

Utihty Assets (c) 54,638,783 S1,649,798 $6,286,581
Construction Workiri Progress (c) 2,008,144 30,84g m a,ean
Investments in Subsidianes 126,505 176,505-

Total Asseta $6,644,927 $1,857,145 $8,502,072

.

1977

f !ntersegment Total
Cecmc Gas Ammatens Company

}peraung Revenues S2,355,133 S1,145,648 $3.500,781
ctersegment Sales (A) 3,163 507,748 S(S10,911) -

Tetal Operating Revenues 2,358.296 1,653,396 (510.911) 3.500,781

Depreciation 158.341 S0.886 209.227
Income Taxes G) 49.057 27,507 76.564
Other Operatmg Expenses G) 1,810.046 1.471,642 (510,911) 2.770,777

Total Operatmg Expenses 2,017.444 1.550,035 (510,911) 3.056,568

Operatmg Inceme S 340,852 S 103.361 S - S 444.213

Capita 1 Expenditures (c) S 599,126 S 91,198 5 690.324

Udity Assets (c) S4,783.644 S1,397,245 S6.180.889
Construction Work in Progress (c) 1.657,912 32,391 1.690.303
Investments in Subsidianes - 126,821 126.821

Totai Assets $6,441.556 S1.556.457 $7.998.013

(A)Intersegment sales for 1978 and 1977 represent 19% G) Income taxes and general ccrporate expenses are
and 31M. respeenvely, of Total Gas Revenues and less than allocated to departments in accordance wnh the Umform
1% of Total Electnc Revenues. Intersegment Elecmc System of Accounts and regerements cf the CPUC.
and Gas Sales are accounted for at tanff rates presenbed
~y the CPUC. (C) Includes allecanon of Commen Udity Plant.
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Electric Operations Customer Operations StockTransfer gg
Managers- Managers: W.Roby, Manager
W. H. Barr, Steam Generation J. S. Cooper Energy
W. A. Flowers, Conservatzen and Services Insarance Coast Valleys

Hydro Generation J.G O'Neill, W R Nocne, Manager E C Marks, SWm
D. R Colwell, Customer Services % Colgate

System Protection J. M.Stearns, Commercial Managers: J. L Kirkegaard, Marysville
T. R Ferry, Commum. canons Geysers Project. W. M. Cracknell, Credit and De Sabla
E. E Kapriehan, Pcwer Control P. P.Wischow, Manager Collecten R D. Mullikm, Chico
E C.Buchholz. Transmission J.F. Helms, FinancialFlanning hand Distnbunon Inzernal Anditing and Analysts R E.Metzker, Auburn
J. N.Y1arraz, Substations E.C Suess, Manager G.E.Lavenng Bankmg and East Bay
Gas Operations Phmaing and Resecrch Money Management G.E Chiton,Jr Oakland

Personnel and General Humboldt( St u cre, ayot, Services R C Aticns, Eureka
Gas Dismbunon Engmeeting Research

R C He:Imann, Gas Utilizanen E.E. Hall, Sitmg Engineer Managers: North Bay
L C. Odom. E R Perry, Planning Engineer LJ. AbeH, Automotive and R A.Draeger San Rafael

Gas System Plannmg Egmpmetit Sacramento
Rates and Valuation R R Cunnmgham, Personnel S.E.Howatt, SacramentoE J. Parsons, Gas Control

C J Ta
Managers- Relations
S. Andr w, Economics and L W. nght,Industnal y,Gas S t Design 7

NaturalGas Froducnon R E.Crowhurst,J.r., Valuation J.W. Page, Land San Joaquin
LRGardned 3 G.N. Radford. FresnoC' A. Mill ***881 **888588 88 SanJosePipeline Operanens Comptroller Managers: V. H. Lind, San Jose

Gas Supply J.W. Hall R S.Bain, Station Constructica
Shasta

Managers: Assistant Comptroller L C.Beanland, General
H. G. Culp, K. S. Taylor, Construenon Personnel R.J.LaRue RedBluff

Contract Admmuttranon Assistant Comptroller W. Funabiki, Gas Construenon Stockton
R E Irons, General CR h SeonD. E. Fissell, Exploranon, Managers.,

Constmetion Services| Pacific Region R W. Beck,
W. M. Stubblefield, LineJ.K. A Harral, Gas Resources Corporate Aecounting

Constmenon% Kun:, Gas Procurement A.W. Defoe, Disbursement
L McLeod, Gas Purchase Accountng G. S. Bates, Civil. Hydro

ConstruenonJ.LWroble Exploration- H.W. Gleason, Income Tax
Rocky Mountain Region N. D. Hennmgs, Safety, Health and ("Y=f===

LNG Companies . Plant Accountmg R W. White, Manager
! K.L C.Darkmg, General R E. Palmer, Property Tax

E. M. Schroeder, Customer 1Watave=I=1 Manager
| Accountmg R P. Benton, Manager

Coal Supply
L** Public RelationsJ. C. Osmond. Manager'

1 M.H.Furbush, Associate Managers:
Engineering General Counsel D.I.Baxter, Public Informanon

* Chiefs: Ass:stant General Counsel: RII. Miller, Advertsmg
G H. Aster, Design.Draftmg CT Van Deusen R L Sawrier, Public Acuvines
R V.Betunger, Cm1 Engmeer R A. Crane,Jn Government Relations| W. R Johnson- RJ. LaPlanteElectncal Engmeer R A Clarke G A. Blanc, Assistant to the
D. V. Kelly, Mechanical and

J. B. Gibson
President

Nuclear Engmeer A L HHL' nan,Jn R B. Dewey, Assistant to the
,

J.J. McCann. R Chlbach| Chamnan cf the Board
j Engmeenng Services CW.Th:ssell K.J. Diereks, Manager,
. G V. Richards. Engmeenng Govemmental and
| Quahty Contrcl Computer Systems and Public Affairs

J. O. Schuyler, Nuclear Prcject Services J. A Fraser, Execunve
Engmeer G A.Maneatis. Manager Representanve
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Stockholders' Calendar Annual Meeting Stock Transfer Agent
Schedule of Dividend The Management will Office of the Company
Payment Dates-1979 solic:t proxies for the annual (W. Roby, Transfer Agent),

,

I Commen Stock meenng to be held at the San Francisco
I January 15 Masonic Auditenum.

Apnl16 1111 Cahforma Street, Registrar of Stock
July 16 San Franc:sco. Califorma. Wells Fargo Bank, N.A.,

October 15 cnWednesday. Apnl18.1979 San Francisco
at :00 pm b connecnonPreferred Stock with such solicitanon. It Executive Office

I-
h'a is expected that the proxy Pac:fic Gas and Electne

5 sta'ement and form of Company,77 Beale Street.

ha"v(r pr xy will be mailed t San Franc:sco. Califernia
er15 stockholders en or about 94106

March 12.1979.Stcck Exchange Listings hua1 Report for 1978
Common stock of the on Foran 1M'

Company:s Ested en the A copy of me Companys
New York and Pac:fic report for1978 filedStock Exchanges. Preferred

w th the Secunnes andstocks of the Corrpany Exchange Commission en
are listed on the Amencan rcrm 10-K w:11 be provided
and Pac fic Stock to stockholders upon
Exchanges. wntten request to the

Corporate Secretary at
the above address.-
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