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PACIFIC GAS AND ELECTRIC COMPANY, 245 MARKET STREET, SAN FRANCISCO, CALIFORNIA 94106
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COVER: A Company hydrographer makes water flow measurements in Pyramid Creek, Desolation Valley, in the Sierra Nevada on
a warm July day. Late and heavy snows helped make 1967 a record year for hydroelectric generation. This water gauging station is
one of 600 maintained by PG&E. INSIDE COVER: A glowing addition to the San Francisco skyline will be the floodlighted 34-story
tower and landscaped office complex being constructed adjacent to the present PG&E general office buildings.

HIGHLIGHTS OF OPERATION 1967 1966

Operating Revenues . ........ ... ... ... ... ... ... ... .. ... ... $ 945,047,000 $ 918,157,000
Natural Gas Purchased . . . ... .. .. . e i $ 230,843,000 $ 252,639,000
Taxes and Franchise Payments . ......... ... ... ... . . . ... $ 184,374,000 $ 179,028,000
Operating Payroll . .. .. ... . ... $ 118,788,000 $ 111,013,000
Other Expenses and Deductions ... ....... ... ... ... ... . ..., $ 246,691,000 $ 226,446,000
Net Income ....... S $ 164,351,000 $ 149,031,000
Earned Per Common Share . . ... i i $2.49 $2.23
Total AsSSets ... .. i i e e .. $3,664,033,000 $3,457,998,000
Construction Expenditures ................... [ $ 310,992,000 $ 297,129,000
Sales of Electricity to Customers (KWH) .......... .. ... ... ... ... . .... 35,643,923,000 34,790,637,000
Sales of Gas to Customers (MCF) ... ... ... .. ... .. ... 593,280,000 597,355,000
Total Customers . ...t e e e 4,554,311 4,462,277
Number of Employees . .............. . . it 22,064 21,984
Number of Stockholders ... ........ ... . . i i 253,512 - 259,973
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REPORT OF THE DIRECTORS '
OF PACIFIC GAS AND ELECTRIC COMPAN¥ o

San Francisco, California, February 24, 1968

TO OUR STOCKHOLDERS

1967 was an eventful and successful year for our
‘Company.

Net earnings for the common stock reached an all-

‘time high of $2.49 a share, up from $2.23 per share a -
year earlier, an increase of 26¢ or 11.7%. Earnings were

benefited by the exceptionally favorable water year for

hydro generation with attendant savings in fuel costs

in our thermal electnc generating plants.
Gross operating revenues totalled $945 million, rep-

.- resenting an increase of about 39 over the previous
) 'year This below-normal i increase was due pnnc1pa11y to
rate reductions of $4.3 million, reduced sales of electnc-

ity occasioned by the wet year and lower sales of gas to
another utility. We expect that our gross revenues will
resume their normal growth this year and pass the $1

‘billion mark on an annual basis before the close of 1968.

New customer connections in 1967 totalled 92,034, or
about 20% less than in the previous year. In the fourth
quarter of the year customer growth exceeded that of
the corresponding quarter of the prevxous year and we

’ expect this trend to continue into 1968.

In March the dividend on the.common stock was.in-

creased from $1.30 to $1.40 per share on an annual

basis, the sixth dividend increase in the last seven years.
CONSTRUCTION PROGRAM Expenditures for

. construction of new facilities in 1967 reached $311 mil-

lion, the largest in our -history. It is ant1c1pated that

. about $275 million will be expended in 1968 to keep

ahead of thei mcreasmg demands for our services.
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ROBERT H. GERDES
Chairman of the Board

SHERMER L. SIBLEY
President

A 750,000 kilowatt steam-electric generating unit
was completed at our Moss Landing power plant and
placed in service on December 10, 1967. A twin unit is
nearing completxonrat this location and is scheduled to

_be in operation by mid-1968. These are by far the larg— .
" est and most efficient thermal generatmg units on our
Vsystem

On November 7, 1967 the Cahforma Public UtllltleS.

Commission authorized the construction of a 1,060, 000

kilowatt nuclear power unit. The plant will be located
on a 750-acre coastal site twelve miles southwest of San
Luis Obispo in the southerly reaches of our service area.

Construction will begin upon receipt of a construction
permit from the Atomic Energy Commission which was:
the subject of hearings before that agency in February
1968. ‘

In February 1968 plans were announced for the con-
struction of another 7 50,000 kilowatt conventional
thermal unit and a second 1,060,000 kilowatt nuclear
unit for operation in the penod 1972 through 1974. ‘

.Stockholders have previously been informed of plans

“to construct a 34-story office tower adjacent to our pres-
ent general office at 245 Market Street, together with a
- three-story connecting structure to house all energy '

" control functions. Work on the latter structure is under -

way and should be completed late in 1968. The tower -
is scheduled for completion in 1971.
INTERTIE AND POWER PURCHASE CON-

~TRACTS SIGNED One of the major highlights of .~
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the year was the signing of the contracts relating to the
Pacific Northwest-Southwest Intertie. After negotia-
tions extending over many months, the complex con-

" tracts were completed and signed by the Secretary of
the Interior, the Company and other parties. The In-
tertie is more fully explained later. PG&E’s segment,
consisting of more than 1,000 circuit miles of 500,000
volt lines extending from near the Oregon border to
Bakersfield, will be completed in 1968 at a cost of about
$185 million. These arrangements and facilities will
contribute to both economy and reliability of service,
and also should stabilize power purchase and supply
relationships with governmental agencies for many
years to come. .

Also during the year the Company, Southern Cali-
fornia Edison Company and San Diego Gas and Elec-
tric Company entered into an agreement with the State
of California Department of Water Resources to pur-
chase for 50 years the oﬁtput of the State’s generating
plants at its Oroville-Thermalito Dams which are being
built as a part of the California Water Project.The State
expects to have all the plants in operation by April
1969. The Company’s share of the 725,000 kilowatts
of capacity and the related energy will be 56.3% until
November 1, 1984, and 1009, after that date. The reve-
nue to the Department under this contract will materi-
ally assist the State in financing its Water Project. The
State will be supplied with the power it needs for its
Water Project under the Intertie contract and a prior

Material Redacted

agreement made with PG&E and the two companies
mentioned. .

ADDITIONAL GAS SUPPLY Subject to author-
ization by the Federal Power Commission, we plan to
increase our purchase of gas from the El Paso Natural
Gas Company before the end of 1968 by 100 million
cubic feet per day. This will bring our total purchases
from this source to 1,125 million cubic feet per day.
This gas will be delivered to us at the California-
Arizona border and moved through our existing pipe-
lines to Northern California. Also, subject to Commis-
sion approval, we intend to import another 200 million
cubic feet of gas per day from the Province of Alberta,
Canada, with 100 million scheduled for delivery late in
1968 and the balance a year later. This will bring the
average daily delivery of Canadian gas to the Com-
pany’s service area to 815 million cubic feet by the end
of 1969. Hearings before the Commission on both pro-
posals were held late in 1967 and early in 1968 and it
is hoped that a favorable decision will be rendered in
the spring of 1968. '

ESTHETIC CONSIDERATIONS Throughout
the country increasing attention is being given to the
need to preserve and improve the appearance of our sur-
roundings. The Company believes that its structures
can be made attractive as well as functional and our
engineers, designers and landscape consultants are
placing strong emphasis on this approach. The results -
of this effort are shown pictorially throughout the
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balance of this report. _

One area which has been given the closest attention
is the conversion of overhead electric distribution lines
to underground. For many years PG&E has followed a
program of replacing overhead with underground dis-
tribution lines in certain congested metropolitan areas
and heavily travelled streets. In September the Califor-
nia Public Utilities Commission, after hearings involv-
ing all utilities in the State, issued an order which will
broaden our replacement program. The order conforms
closely to the proposals which we submitted to the
Commission and permits an accelerated replacement
program in certain civic, public recreation and scenic
areas. We advised the Commission that we have budg-
eted $8 million for this purpose in 1968.

MANAGEMENT INFORMATION SYSTEM
Steady progress is being made in the design of the man-
agement information system which was initiated in the
spring of 1966. Through the use of the latest model
computers we are developing a plan to provide manage-
ment at all levels with timely reports to assist them in
conducting the affairs of the Company most efficiently.
We estimate the entire program will take five years to

" complete, but important portions of the system will be

made operative as they become available.
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OUTLOOK The economy of our service area
should continue to expand in 1968 with cornmensurate
increases in demand for our services. We look for a con-
tinuation of rapid growth in population, a higher gain
in personal income than that of the nation as a whole,
strong increases in industrial and commercial develop-
ment and a considerable improvement in residential
construction over the depressed 1967 levels.

The pages that follow contain a more detailed review
of our operations during the past year. Financial state-
ments and the opinion of our independent certified pub-
lic accountants begin at page 28.

For the Board of Directors

Tt N o )«9@47/
President

Chairman of the Board
(The Management will solicit proxies for the annual

" meeting to be held at the Masonic Auditorium, 1111

California Street, Sen Francisco, California, on Tues-
day, April 23,1968 at 2:00 p.m. In connection with such
solicitation, it is expected that the proxy statement and
form of proxy will be mailed to stockholders on or about -
March 15, 1968.)

GTR0047808



LRSS ek %3\
o 5 |

Sa ok

THE COMPANY AND ITS ENVIRONMENT California’s population presently is growing at the rate
: ' of about 1,500 people a day. Demographers estimate
there are about 20 million persons in the state now, and
there will be about 30 million in 1980. More people
means more homes, highways and airports; more
schools, businesses and factories. And more energy.

In the face of this increasing population, it has not
always been easy for Californians to preserve intact

-their state’s great forests and golden fields, its sparkling
waters and blue skies. However, in providing energy for
fast growing Northern and Central California; PG&E
has been able to do much to enhance the surroundings.

The Company’s hydroelectric properties —its lakes
and watershed lands—have long been open for public
enjoyment. Numerous campsites, picnic areas, boat
ramps and other recreational facilities have been devel-
oped on these properties. Today there are more than
581 picnic and campground units at 48 different loca-
tions, and more are being added every year.

Sites for the Company’s big new thermal generating
plants are being selected in consultation with agencies
of the State of California and conservation groups in
order to assure that these developments will be com-
patible with areas in which they are built.

We expect that most electric generating plants to be

e T
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FACETS of PG&E’s program to improve our environment in-
clude mountain campgrounds, a stepped-up program of under-
grounding electric distribution lines, the nation’s most ambi-
tious street relighting program, science fairs and televised
concerts for young people, attractive offices and conservation of
our natural resources.

i E
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constructed in the future by PG&E will be atomic-pow-
ered, such as the planned Diablo Canyon plant. These
atomic plants will generate power safely and economi-
cally and will have simple lines that lend to pleasing
architectural treatment. The emphasis on good appear-
ance of Company facilities is reflected in our new office
buildings and trim new electric transmission and dis-
tribution structures. Increased emphasis is being placed
on underground electric distribution lines.

At the base of the hills along the western side of the
Santa Clara Valley is the residential community of Los
Gatos. Among the attractive features of the town is a
neighborhood park of 314 acres. Although developed
by the city, the park is on PG&E’s transmission line
right of way. Here is another instance where service fa-
cilities and environmental improvements exist in har-
mony. We expect that many similar improvements will
be undertaken in the future.

Material Redacted

Our environment is social as well as physical, and
there is nc resource more valuable than a society of free
and independent people. The Company is working with
numerous organizations to find productive work for
members of minority groups and for the disadvantaged.
In addition the Company has long had a successful pro-
gram of hiring young people for summer work.

From the James B. Black College Scholarship pro-
gram to sponsoring student television concerts, PG&E
evidences interest and concern for the youth of our so-
ciety —and, through them, for the type of environment
which lies in our future.

Like the silent forces of gas and electricity, our pro-
gram for environmental improvement rarely calls at-
tention to itself, yet it is helping build a better future
for the communities we serve. This year’s Annual Re-
port provides a glimpse of the efforts we are making in
this direction.

GTR0O047811



| THE 1967 FINANCIAL STORY REVENUES Operating revenues amounted to $945
million in 1967, an increase of $27 million over the prior
: year. We continue to have the largest operating reve-
nues of any gas and electric utility company in the
nation. o
| ‘ Electric revenues were 63.5% of the total, gas 36.3%
and the balance was derived from the sales of water and
steam. The table on page 27 shows revenues and unit
sales by major classes of service.

The overall increase in electric revenues was 3.7%,
with the important residential and industrial categories
showing gains of approximately 8%. Revenues from
agricultural power sales were depressed as a result of
above normal precipitation which decreased the de-

CAPITAL EXPENDITURES
INTERNAL FUNDS APPLIED e
315

i . b

MILLIONS OF DOLLAR:
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mand for irrigation pumping. This was in contrast to
the previous year when below normal rainfall stimu-
lated revenues from agricultural sales.

Gas customers’ requirements for space heating were
increased by colder than normal temperatures and the
6% revenue gain in the residential and commercial
classifications was somewhat above the normal expecta-
tion. In the resale category, revenues were sharply re-
duced as a result of lower sales to the Pacific Lighting
group of companies which distribute gas in Soutlern
California.

EXPENSES There was a very small increase in
the cost of conducting our expanded operations in 1967.
Operating expenses, exclusive of taxes and depreciation,
amounted to $451 million, only $6 million above the
1966 level of expenses.

The principal reasons for the small increase in oper-
ating expenses were the exceptionally favorable water
year for hydroelectric generation which reduced the
fuel requirements in our steam-electric generating
plants and a reduction in the unit cost of purchased gas.

Our purchases of natural gas for sale to customers
and for fueling our steam-electric generating plants
now account for more than half of our operating ex-
penses. Consequently, the unit cost of gas has a major
impact on operating results. In 1967 the unit cost con-
tinued its downward trend, averaging 29.1¢ pér thou-
sand cubic feet. This compares to a cost of 30.0¢ in
1966 and a peak of 33.5¢ in 1962. The significance of
these figures lies in the fact that each 1/10 of a cent re-
duction decreases the cost of gas purchased by three
quarters of a million dollars annually. The decline in
cost in 1967 resulted from a reduction in the price of
gas purchased from El Paso Natural Gas Company and
expansion of the Alberta-California pipeline which per-
mitted delivery of higher volumes of Canadian gas at
relatively low incremental cost. Additional quantities
of gas from Canada which we began to receive in De-
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cember 1967 assure a further reduction in average cost
in 1968. If we are successful in obtaining permits which
we are now seeking to import additional gas from Cana-
da, a further decrease in costs will occur in the future.

Other important cost savings continue to be realized
through wider use of computerized equipment. In 1967
we placed additional generating units on automatic
load dispatching by computer control, bringing the to-
tal capacity so operated to 3,097,000 kilowatts by year
end. This type of operation not only improves the eco-
nomics of system operation but increases the reliability
of the area power supply. '

TAXES Taxes of all kinds, paid or set aside for fu-
ture payment, totalled $197,233,000, an all-time high.
This amount was equal to 21 per cent of our operating
revenues. Another measure of the magnitude of the tax
bill is that it is equal to all wages and salaries paid to
operating employees plus all dividends paid to common
stockholders.

The state and local governments’ share of our taxes
has been steadily increasing. Over fifty per cent of ev-
ery tax dollar paid by the Company goes to local gov-
ernments in the form of property taxes. In 1967 about
one half of such taxes, or approximately $55 million,
was used to support the public schools in our service
area.

With the tax burdens steadily mounting, the sweep-
ing tax exemptions allowed government-owned utility
systems are becoming increasingly inequitable. Pres-
ently tax-sheltered and often tax-subsidized commer-
cial operations of governmental agencies should bear
their full share of the costs of government. This situa-
tion should be reviewed by our citizens and public offi-
cials and serious consideration given to remedial legis-
lation which is long overdue.

A table showing taxes imposed by the various taxing
authorities and a comparison with the previous year
appears on page 13 of this report.

GTR0047813



EARNINGS AND DIVIDENDS Net income for
the year amounted to $164,351,000, an increase of $15,-
320,000 over 1966. After preferred dividend payments
of $18,336,000 there remained $146,015,000 available
for the common stock, equivalent to $2.49 a share.

On March 15, 1967 the Board of Directors increased
the quarterly dividend rate on the common stock from
3214 cents to 35 cents, equivalent to an increase from
$1.30 to $1.40 per share on an annual basis. The first
dividend at the new rate was paid on April 15, 1967 to
common stockholders of record March 24, 1967. This
is the sixth dividend increase in the past seven years.

Dividends declared on the common stock during the
year amounted to $82,231,000, or 56.2% of the total

earnings available for the common stock. Earnings re-
tained in the business totalled $63,784,000. This was all
invested in new plant which will provide an increased
earnings base for the common stockholders.

In compliance with the requirements of the U.S. In-
ternal Revenue Code, all dividend payments in 1967 to
holders of PG&E stock, both common and preferred,
have been reported to the Internal Revenue Service..
FEach shareholder for whom a report was submitted was
mailed a copy in mid-December, 1967. In the same
mailing, all common stockholders were advised that
none of the common stock dividend payments in 1967
was excludable from their taxable income for Federal
income tax purposes.

. RETAINED EARNIN

EARNINGS
DIVIDENDS PAID Ez

DOLLARS PER_SHARE

10
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FINANCING About fifty percent of the Company’s
$311 million construction program in 1967 was financed
from internal sources (principally depreciation accruals
and retained earnings). The balance was obtained from
the sale, at competitive bidding, of two issues of our
First and Refunding Mortgage Bonds. On March 14,
1967 the Company sold $80 million of Series OO Bonds,
514 %, due June 1, 1999, at a cost to the Company of

. 5.505%. On December 4, 1967 we sold an additional

$80 million issue, Series PP Bonds, 67 %, due Decem-
ber 1, 1999, at a cost of 6.92%, the highest rate the
Company has paid for bond money since the early
1920’s.

We expect that the Company’s new money require-
ments in 1968 to assist in financing our estimated $275
million construction program will be obtained from the
sale of additional bonds, the amount of which has not
yet been determined.

At the close of 1967 the Company’s total capitaliza-
tion was $3,305 million consisting of 52.8% mortgage
bonds, 10.6% preferred stock and 36.6% common stock
equity.

STOCK OWNERSHIP At the close of 1967 PG&E
was owned by 253,512 individual and institutional in-
vestors. Of the total, 72,951 were holders of preferred
stock and 180,561 were common stockholders. We con-
tinue to enjoy the distinction of being the most widely
owned electric and gas utility in the nation.

As a result of our long-standing policy of encourag-
ing local ownership of our stock, about two thirds of
our stockholders have California addresses. However,
ownership extends into every state and many foreign
countries.

Many of our employees share in the ownership of the
Company through their membership in the Employees’

Material Redacted

Savings Fund Plan. More than 2,000,000 shares have
been purchased by the Trustees for the account of em-
ployees since the Plan’s inception in April 1959. At
present more than 14,500 employees are memberé, rep-
resenting 95% of those eligible. Distribution of the
members’ holdings is normally made in the year follow-
ing retirement. In 1967, 213 charter members of the
Plan received distributions averaging almost $8,000 in
market value of PG&E stock. Significantly, 95% chose
to receive stock in lieu of cash upon leaving the Plan.

A breakdown of our stock ownership by class of in-
vestor appears in the accompanying table. Although
the majority of our outstanding stock is held by indi-
viduals, a large part of the balance is held by institu-
tional investors such as investment companies, insur-
ance companies and pension funds. Through these
holdings, millions of people have a beneficial financial
interest in the Company, making us investor-owned in
every sense of the word.

DISTRIBUTION OF STOCK OWNERSHIP
by Class of Investor, December 31, 1967

Number Number
of Stock- of Shares
holders Ouwned
Women ......coviiiiiieenennniiann. 08,299 17,493,874
Joint and other tenancies ............ 67,161 9,698,664
Men ... .o e 54,691 10,027,038
Trustees, guardians and
other fiduciaries ................... 23,427 3,642,253
Nominees .............ccccvieunnn.. 3,652 20,389,519
Corporations, partnerships and
proprietorships ................... 1,778 1,136,577
Charitable and fraternal organizations
and foundations .................. 1,696 693,873
Banks and trust companies, investment
companies and security dealers . .. .. 1,130 3,336,243
Insurance companies ................ 695 5,847,019
Religious institutions ................ 619 147,978
Educational institutions . ............. 322 310,479
Labor organizations ................. 42 23,136
Total ........ ... . ... ..... 253,512 72,746,653
11
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ASSISTING tomorrow’s leaders in their education, PG&E awards fifteen $4,000
scholarships each year, hires talented young people on summer job programs and
sponsors Future Farmers or 4-H Club members in livestock projects.

FIVE YEARS IN BRIEF — PACIFIC GAS AND ELECTRIC COMPANY
1967 . 1966 1965 1964 1963
- . SOURCES OF INCOME:
Electricrevenues ...............ccoinieiiaa... $599,876,000 $578,609,000 $538,271,000 $518,903,000 $488,265,000
GaAS TEVENUES . .. ..ottt ittt ene e 342,685,000 337,063,000 310,762,000 293,728,000 271,428,000
Other operating revenues .................... e 2,486,000 2,485,000 2,366,000 2,328,000 2,157,000
Other income and income dgductions—net ......... 3,870,000 917,000 . - 631,000 618,000 *4,751,000
Total ...... ... $948,917,000  $919,074,000 $852,030,000 $815,577,000 $757,099,000
DISPOSITION OF INCOME:
‘Wages and salaries .......... e seeneansensaeanaen $118,788,000 $111,013,000 $102,787,000 $ 99,112,000 $ 93,451,000
Power purchased ............. ................. 18,562,000 11,930,000 14,115,000 10,373,000 10,991,000
Natural gas purchased ................ e 230,843,000 252,639,000 223,615,000 222,316,000 203,568,000
Oil and otherfuel ........ .. ... ... ... ... .. ... 13,652,000 8,807,000 l 8,693,000 8,305,000 9,413,000
Other operating expenses ................c.ooen.. 64,660},000 55,502,000 52,011,000 51,195,000 43,483,000
Insurance, injuries and damages, etc. ............. 4,423,000 5,120,000 5,611,000 4,734,000 5,170,000
Depreciation ......... ...t e 102,118,000 98,395,000 92,774,000 89,707,000 83,250,000
TAXES . ittt e e 178,397,000 173,629,000 165,499,000 158,557,000 151,138,000
TNterest ChATEES . .« .« v v e e e e e e 53,123,000 53,008,000 46,653,000 45,442,000 42,533,000
Dividends declared on preferred stock ............. 18,336,000 18,336,000 18,336,000 18,336,000 18,336,000
Dividends declared on common stock .............. 82,231,000 76,358,000 70,483,000 63,369,000 56,477,000
Balance retained in the business .................. 63,784,000 54,337,000 51,453,000 44,131,000 39,289,000
Total ... e $948,917,000  $919,074,000 $852,030,000 $815,577,000  $757,099,000
NUMBER OF SHARES OF COMMON STOCK OUTSTANDING :
: Averagefortheyear ........... ... ... ... ........ 58,736,662 58,736,662 58,736,662 57,607,111 56,477,559
End of YEar oo ' 58,736,662 58,736,662 58,736,662 58,736,662 56,477,559
EARNINGS PER SHARE OF COMMON STOCK: :
On average shares outstanding ................... $2.49 $2.23 $2.08 $1.87 $1.70
On end-of-year shares outstanding ................ 249 2.23 2.08 1.83 1.70
DIVIDENDS PER SHARE OF COMMON STOCK:
Declared basis ..... P $1.40 $1.30 $1.20 $1.10 $1.00
Paid basis ........ U S 1.38 198 118 - 108 1.00
*Denotes red figure:
12
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SOURCE AND APPLICATION OF FUNDS - PACIFIC GAS AND ELECTRIC COMPANY

1967 1966
SOURCE OF FUNDS:
Netincome ... .. $164,351,000 $149,031,000
Depreciation (incl. charges to otheraccounts) ..................... ... ... .00 107,463,000 103,535,000
Mortgage bonds sold . ............. ... 159,294,000 153,706,000
Sales and salvage of utility plant, and reimbursements .. .............. ... ... .. ... ... .. . ... 14,866,000 31,260,000
Decrease in working capital .......... ... ... - 6,168,000
TOTAL . $445,974,000 $443,700,000
APPLICATION OF FUNDS: ' _ '
Construction expenditures ................oouiniiiniii i $310,992,000 $297,129,000
Mortgage bonds retired ........... ... 15,654,000 14,877,000
Dividends —preferred and common Stock ..................... it 100,567,000 94,694,000
Bank borrowings retired .............. ... . i 3,000,000 37,000,000
Increase in working capital ............ e e e 15,761,000 -
TOTAL .. oo $445,974,000 $443,700,000
TAXES AND FRANCHISE PAYMENT'S —PACIFIC GAS AND ELECTRIC COMPANY
LocAL TAXES AND FRANCHISE PAYMENTS ! 1967 1966 Increase
Ad valorem property taxes ..... e e e et i e e et $ 99,071,000 $ 95,721,000 $ 3,350,000
Franchise payments ............ ... .. . o 5,977,000 5,399,000 578,000
Total ... 105,048,000 101,120,000 3,928,000
STATE TAXES: _
Corporation franchise: current . ................ ... .. .. . . . 9,296,000 10,351,000 * 1,055,000
Corporation franchise: deferred ............... ... 000 i * 251,000 * 248,000 * 3,000
Unemployment insurance . .. ... 1,940,000 1,924,000 16,000
Other ......................... FE 1,037,000 945,000 92,000
Total .o 12,022,000 12,972,000 * 950,000
CITY AND STATE TAXES: '
Salesand Use ... 6,109,000 5,513,000 596,000
FEDERAL TAXES:
Corporation income: current . ............... .0 e 69,698,000 72,983,000 , * 3,285,000
Corporation income: deferred .. ......... ... * 2,694,000 * 2,696,000 2,000
Unemployment inSurance . .....................vo oo 302,000 276,000 . 26,000
Insurance contributions .................. .. ... . 6,671,000 6,010,000 661,000
Other ................ ) - 77,000 94,000 * 17,000
Total ............ e e .. 74,054,000 76,667,000 * 2,613,000
TOTAL TAXES AND FRANCHISE PAYMENTS . .....oovonnoo o $197,233,000 $196,272,000 $ 961,000
CHARGED TO: ' '
Expense as taxes .......... e ettt e e $178,397,000 $173,630,000 $ 4,767,000
ExPense as franchise payments . .......... ... . 5,977,000 5,399,000 578,000
Utility plant and other accounts . .................oo.oioore . .. 12,859,000 - 17,243,000 * 4,384,000
~ TorAL TAXES AND FRANCHISE PAYMENTS ........................... $197,233,000 $196,272,000 $ 961,000
*Denotes red ﬁguré,
13
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ELECTRIC SYSTEM
PACIFIC GAS AND ELECTRIC COMPANY
DECEMBER 31, 1967
THE COMPANY OPERATES AN INTEGRATED ELECTRIC
SYSTEM EXTENDING INTO 47 CALIFORNIA COUNTIES
GENERATING PLANTS  NUMBER CAPACITY
C@STEAM. . 6,411,000 KW
QHYDRO ... ... . 2,437,000 KW
NUCLEAR ... . ... .. 52,000 KW
® GEOTHERMAL S | 54,000 KW
_TOTAL v . 0. . . 8.954.000 KW
FROM OTHERS ... .. . .. 1,132,000 KW
TRANSMISSION LINES ... . ... ... 12,100 MILES
DISTRIBUTION LINES . riie 71,500 MILES

TOTAL LINES . R 83.600 MILES

Material Redacted GTR0047818




OPERATIONS AND ADMINISTRATION ELECTRIC OPERATIONS System electric output
' : amounted to 44.8 billion kilowatt-hours, an increase of

4% over 1966. This below normal increase was due to

the abundance of water in 1967 which resulted in re-

duced sales for irrigation pumping and for delivery to

other utilities. Because of the favorable water condi-

tions hydroelectric generation accounted for 32% of

the total output, considerably more than normal. Com-

pany steam-electric generating plants produced 48%

ELECTRIC SYSTEM QUTPUT .
STEAM WeEmear HYDRO ESSESIEE RECEIVED FROM OTHERS M

BILLIONS OF KILOWATT HOURS
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GAS SYSTEM

PACIFIC GAS AND ELECTRIC COMPANY
DECEMBER 31, 1967

THE COMPANY OPERATES AN INTEGRATED GAS
SYSTEM EXTENDING INTO 37 CALIFORNIA COUNTIES

O COMPRESSOR STATIONS
® UNDERGROUND STORAGE
EIMAJOR GAS MAINS —

) a7 A N g AINS - R
oo S ¢ ¢ i L . TRANSMISSION MAINS 4,700 MILES

DISTRIBUTION MAINS ... ... 22,600 MILES
TOTAL MAINS feiiieee.. 27,300 MILES

Material Redacted GTR0047820




and the remaining 20% was obtained from other pro->

ducers. This was the first year in the last ten when
steam-electric generation dropped below half of the
total output. The peak demand on our system, which
occurred on December 20, 1967, amounted to 7,950,-
200 kilowatts. '

During the year 778,000 kilowatts of new generating
capacity was added to our system capability. A 28,000

kilowatt geothermal unit, Geysers No. 3, became opera-
tive in April and in December Moss Landing No. 6, a
750,000 kilowatt conventional steam-electric unit, was
placed in service. This latter unit is more than twice the
size of the next largest in our system and will produce
substantial operating economies.'A twin unit is nearing
completion at the Moss Landing site and should be in
operation by mid-1968. ' .

900

NATURAL GAS PURCHASED BY SOURCES
CALIFORNIA WEMSNSSSSSSNS EL PASOEEEEZ=si] CANADIAN CHRSERGERERERS

I
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At year end the Company had 3,820,000 kilowatts of
j generating capacity under construction or planned as
” follows:

Completion . Estimated
h; Date Capacity (KW)
] 1968 Moss Landing No. 7 (conventional steam) .... 750,000
1968 Geysers No.4 (geothermal) ................. 28,000
“ 1969 Belden (hydro) ................ ... ........ 117,000
] 1971 Geysers No. 5 (geothermal) ................. 55,000
i 1972 Diablo Canyon No. 1 (nuclear) ............. 1,060,000
: thru  Pittsburg No. 7 (conventional steam) ........ 750,000
, 1974 Diablo Canyon No. 2 (nuclear) ............. 1,060,000
Ii . 3,820,000

The relatively small additions to capacity for the
years 1969 through 1971 make allowance for about
600,000 kilowatts which will be obtained from the
Northwest over the Intertie and about 650,000 kilo-
watts which will become available from the Oroville-
Thermalito units of the California Water Project and
other public agencies in our service area.

GAS OPERATIONS While our natural gas cus-
tomers have increased by one third in the past ten
years, their total gas consumption ha§ risen by more

than 80%.
RECREATION is a byproduct of PG&E’s hydroelectric devel-
opments. Most Company reservoirs and watershed lands have
long been open to public use. Now more than 581 camping and
picnic units have been developed in 48 different locations and
more are being added each year.

> - -
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Gas system sendout reached an all-time peak on De-
cember 19 when consumption émqunted to 3,364 mil-
lion cubic feet. During this peak, our underground
storage facilities, principally at McDonald Island about
50 miles east of San Francisco, assisted materially in
maintaining continuity of service for our firm gas cus-
tomers.

Changes in the sources of our gas supply in the past
twenty years are shown in the accompanying chart. In
1967, 48.3% of our gas purchased was obtained from
mid-continent fields and delivered to us at the Arizona-
California border through the lines of the El Paso Nat-
ural Gas Company. California fields supplied 26.3%
and the balance of 25.4% was received from Canadian
fields via the Alberta-California project. It is expected
that reserves from these three areas will provide an am-
ple supply for our customers’ needs for many years to
come,

BUSINESS DEVELOPMENT The location of
our service area in the middle third of the Pacific Coast
makes it the land, sea and air distribution center for the
Westernn United States. This, combined with continu-
ing population growth, a high per capita income and a

Material Redacted

skilled labor pool, has continued to attract new plants
and stimulated the expansion of existing industries.
Perhaps one of the most dramatic developments is the
growth of a heavy industrial corridor along 35 miles of
the inland deep water channel extending from the east
side of San Francisco Bay to a point east of Antioch.
In this area are five major oil refineries with a sixth un-
der construction, a seventh in the planning stage, and
twelve large chemical plants. There also are pulp and
paper mills, smelters, the world’s largest cane sugar re-
finery and two sizable steel mills.

To assist industry in locating in our area the Com-
pany provides a site location service. Data is supplied
on resources, transportation, markets, water supply,
taxes, climate, power and fuel and land availability.
Working with local chambers of commerce and city and
county officials and organizations, we contribute to the
economic growth of our area.

The Company for several years has helped organize
and stage town meetings to solve problems posed by
traffic congestion, mounting taxes and areas of unem-
ployment. In 1967, 29 meetings were held in various
communities and many plans for area development

19
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were formulated and put into effect. Named the “Con-
gress for Community Action,” the program earned na-
tional recognition in winning the highest public service
award of the American Gas Association.

The average annual use of electricity by our residen-
tial customers continued to climb, reaching 5000 kilo-
watt-hours in 1967, an increase of 339 kilowatt-hours
over the previous year. This represents a 45% increase
over the 1960 level.

Increase

CUSTOMERS 1967 1966 %6t
Electric Department ....... 2,429.306 2,383,907 45,399
Gas Department ........... 2,110,510 2,064,045 46,465
Water Department ......... 13,999 13,806 - 193
Steam Department ......... 496 519 * 23
Total ............... 4,554,311 4,462,277 92,034

*Denotes red figure.

EMPLOYEES At the end of 1967 there were
22,064 men and women employed by the Company.

20

As our operations continue to expand and become

increasingly complex, education and training of em-
ployees have been given more emphasis. A number of
new training programs were initiated throughout the
year for many employees and educational assistance
programs for others were established.

Pursuant to collective bargaining agreements with
the International Brotherhood of Electrical Workers,
AFL-CIO, and the Engineers and Scientists of Califor-
nia, a basic general wage increase of 4% was placed in
effect as of July 1, 1967. The salary levels of our super-
visory and administrative personnel were adjusted to
reflect improvements in performance, and to keep
abreast of continuing inflation.

Wages and salaries for the year totaled $208,049,000,
of which $118,788,000 was paid to operating employees
and charged against income. The balance was paid
to employees engaged on construction projects and
charged to capital accounts.
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During this past year the Company participated with
high schools and technical colleges to éncourage stu-
dents to pursue their educational opportunities to the
fullest degree so that they could better qualify for entry
into the Company’s work force.

In seminars, high school counsellors were informed
of the Company’s educational requirements for em-
ployment. )

In 1967 our employees achieved the best safety record
in the Company’s history. As compared with 1966, there.
was a reduction of 16% in the number of lost-time in-
juries and a reduction of 19% in the frequency rate of
such injuries. Our injury. frequency rate continues to
be substantially below the average for the gas and elec-
tric utility industry. The Gas Department received an
award in October 1967 for working 5 million man-hours
without a lost-time accident. This American Gas Asso-
clation presentation is only the third to be(granted on
a nation-wide basis since 1954.

ESTHETICS IN ACTION: attractive new facilities of PG&E
include (from top to bottom) a courtyard in the Sacramento

Division office building, a substation at Monterey, a “‘stream-
. lined” distribution pole, a San Francisco substation, the interior
of the customer services office in Eureka and the entrance to
the Company’s Berkeley office

21
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PACIFIC NORTHWEST-SOUTHWEST INTERTIE AND ALBERTA-CALIFORNIA PIPELINE

The establishment and expansion of great interregional
energy ties, both electric and natural gas, were a high-
light of 1967 operations.

On September 20, the first 500,000 volt interconnec-
tion between PG&E and the Northwest was effected as
part of the $700 million Pacific Northwest-Southwest
Intertie. And in November, authorized deliveries of
natural gas from Alberta, Canada, were increased by
100 million cubic feet a day with the completion of addi-
tional compreséor units along the 1,400 mile pipeline.

The first of these two great energy transmission sys-
tems, the Alberta-California pipeline, was completed in
December, 1961. Since that time, deliveries have been

. increased by one half —to 615 million cubic feet a day

—in order to keep ahead of the growing requirements
for natural gas. Upon receipt of the necessary regula-
tory approvals, additional compressors will be added
to boost the average daily delivery of natural gas from
Canada to 815 million cubic feet by late 1969.

PG&E’s portion of the spectacular Pacific Northwest-
Southwest Intertie is nearing completion after more
than three years in building. One 500,000 volt circuit is

22

Material Redacted

already energized and interconnections have been made
with electric utilities to the north and south. Within
the next few months, the Company will finish the sec-
ond 500,000 volt circuit. PG&E is also completing the
last of seven new substations connected to these lines.

The strong interconnections which the Intertie will
provide between PG&E and the power agencies in the
Pacific Northwest and in Southern California will en-
hance the reliability of the power supplies of PG&E and
the entire Pacific Coast. '

The Intertie will also result in increased efficiency in
pooling of power resources between companies and re-
gions and will make possible delivery of surplus North-
west interruptible power in California. The advantages
of any diversity in the loads and in the resources of the
vast interconnected area will be made available for the
benefit of the customers of participating agencies.

The more than one thousand miles of transmission
line which make up PG&E’s portion of the Intertie will
also serve as a “backbone” system within our service
area. It will substantially increase our ability to move
large blocks of power throughout the territory.
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PACIFIC NORTHWEST-
SOUTHWEST INTERTIE AND

ALBERTA-CALIFORNIA PIPELINE SYSTEM
BRBN ALBERTA-CALIFORNIA PIPELINE ’
S 500 KV A.C. LINES, BONNEVILLE POWER ADMINISTRATION
500 KV A.C. LINE, PORTLAND GENERAL ELECTRIC CO.
"500 KV A.C. LINE, PACIFIC POWER AND LIGHT CO.
SR 500 KV.A.C. LINE, BUREAU OF RECLAMATION
SR 230 KV:A.C. LINE, BUREAU OF RECLAMATION
W 500 KV A:C, LINES, PACIFIC.GAS AND ELECTRIC CQ. B
B 500 KV A.C. LINE, SOUTHERN CALIFORNIA EDISON CO.
vd- 3458 KV ALC. LINE, BUREAU OF RECLAMATION
, W 230 KV A.C, LINE, BUREAU OF RECLAMATION
“MERW 750 KV DiC. LINES, BONNEVILLE POWER ADMINISTRATION
k % 750 KV D.C. LINE, BUREAU OF RECLAMATION
M 750 KV D.C. LINE, LOS ANGELES DEPT. WATER AND PCWER
N 500 KV A.C. UNES, SOUTHERN CALIFORNIA EDISON CO.
W 230 KV A.C. LINES, SOUTHERN CALIFORNIA EDISON CO.
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o

Interior of Company office in Sacramento

STOCKHOLDERS' CALENDAR
Schedule of Dividend Payments

COMMON STOCK

Record Date Date Payable
March 29 ...t April 15, 1968
dJune 28 ... ... e July 15, 1968
September 27 .. .......... ... ... Qctober 15, 1968
December27 ......cccviiiiii i January 15, 1969
PREFERRED STOCK

Record Date ) Date Payable
January 26 ........... ... . ... February 15, 1968
April 26 ... ... e May 15, 1968
July 26 ... .. August 15, 1968
October 25 ... ... . ... ... .......... November 15, 1968

STOCK TRANSFER AGENTS Office of the Company (E. F.
Hall, Transfer Agent), San Francisco; Bankers Trust Company,
New York REGISTRARS OF STOCK Wells Fargo Bank, San
Francisco; Chemical Bank New York Trust Company, New York

24
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TEN-YEAR COMPARATIVE STATISTICS — PACIFIC GAS AND ELECTRIC COMPANY

PER SHARE DATA — Common Stock () : ,
Earnings (based on end-of-period shares) .............oun it e
Dividends Declared . .. .......... ...t
"Dividend Payout Ratio ... ..viitvteiteit et et et ie et e e
Book Value (end of year) .............. ... i
Market Price—High .......... i
Market Price—Low .........cci v, e e e

CarrrarzaTioNn RaTios—End of Year:
Bonds (and Bank Loans) . ... .......... ...t e
Preferred Stock .. ... .o e e

ELECTRIC STATISTICS: .
Total Gross System Output (000 KWH) .. .....outiinrt it
Gross System Output—In Per Cent :
Hydroelectric Plants .. ............. ittt e e
Steam-electric Plants .. ........... i e e

o7 Y

Gross Normal Operating Capacity — KW '
Hydroelectric Plants .. ......... ... i it i e et
Steam-electric Plants .. ... ... . i e
Total from Company Plants . .......... ... .. .. . ... . . . . e
Available from Others ... ... e ettt et et e e e PR

Customers per Mile of Distribution Line .................. e e
Average Annual Residential Consumption—KWH ........... ... . .. ...
Average Revenue per KWH—Residential . ...............coviiiniiniinninnennnn.
Average Revenue per KWH — All Classes . . ... vvvivetvntn e i eircnnennanenns

GAS STATISTICS:
Total Natural Gas Purchased —MCF . ....... ...ttt eanennns
Sources of Gas Purchased —In Per Cent '
From California . .........coovimneemeuesannnnnnn. O

Total . e
Average Cost of Gas Purchased — MCF
From California . ........... .. . it e e
From Other States (at California-Arizona border) ........... S,
From Canada (at California-Oregon border) ............... ... i,
Average—All SOUTCES . .......ooiiiniiit ittt e e
Peak Day Sendout —MOCEF ... ...ttt e e e e e
Total Customersat End of Year . ... ... .. ...ttt
Customers per Mile of Gas Distribution Main . ...............ccciuiiieiineenean.. )
Average Annual Residential Consumption—MCF .. ...ttt iiiinnennn.
Average Revenue per MCF—Residential .............c... e
Average Revenue per MCF — Al Classes . ... ..ot o ioee et e

MAfter giving effect to 1961 3-for-1 common stock split.
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1967 1966
$ 249 $ 2.93
$ 140 $ 1.30
56.2% 58.49,
$20.62 $19.53
38 363,
3153 27
52.8% 51.8%
10.6 113
36.6 _369
100.0% 100.0%
46,498,627 43,743,340
31.0% 25.4%
46.4 60.6
226 14.0
100.0% 100.0%
2,436,800 2,378,300
6,517,000 5,656,000
8,953,800 8,034,300
1,132,000 1,007,000
7,950,200 7,392,600
2,429,306 2,383,907
34.0 338
5,000 4,661
2.16¢ 2.23¢
1.65¢ 1.63¢
802,221,367 808,062,244
26.3% 31.0%
483 486
25.4 20.4
100.0% 100.0%
30.2¢ 30.1¢
28.4 29.4
29.3 31.2
29.1¢ 30.0¢
3,363,503 3,032,844
2,110,510 2,064,045
935 935
112.4 107.5
80.1¢ 81.1¢
57.7¢ 56.4¢
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1965 1964 1963 1962
$ 2.08 $ 1.83 $ 1.70 $ 164
$ 1.20 $ 110 $ 1.00 $ 1.00
57.8%, 58.9%, 59.09 61.29,
$18.44 $17.54 $16.23 $15.51
4034 3534 3454 3674
33% 3054 3014 25
51.3% 50.59, 51.79% 51.59,
119 12.6 13.4 13.9
36.8 36.9 349 34.6
100.07 100.09;, 100.0% 100.0%,
40,042,134 38,177,510 34,691,873 32,873,959
32.7%, 23.89, 31.7% ..33.29
50.3 64.3 54.0 56.7
17.0 11.9 14.3 10.1
100.0% 100.09, 100.09% 100.09;
2,372,600 2,074,000 2,074,000 1,973,500
5,656,000 5,447,000 4,787,500 4,393,000
8,028,600 7,521,000 6,861,500 6,366,500
791,000 825,000 600,000 550,000
6,836,400 6,327,100 5,921,500 5,538,500
2,323,896 2,254,267 2,177,610 2,103,569
33.5 33.2 32.5 319
4,454 4,249 4,038 3,828
2.26¢ 2.33¢ 2.42¢ 2.49¢
1.67¢ 1.67¢ 1.72¢ 1.73¢
749,410,192 736,597,764 653,786,964 611,983,411
29.1% 31.0% 34.79, 28.69,
50.7 . 49.3 45.9 52.1
20.2 - 19.7 19.4 19.3
100.0%, 100.09; 100.09; 100.09;,
29.8¢ 30.0¢ 30.0¢ 30.2¢
29.6 30.1 333 34.6
33.6 344 37.1 354
30.5¢ 30.9¢ 32.9¢ 33.5¢
3,110,309 2,775,582 2,779,629 2,497,276
2,008,623 1,944,503 1,874,743 1,803,989
93.3 92.8 92.5 91.3
110.6 113.1 108.3 108.1
80.5¢ 80.1¢ 81.2¢ 82.2¢
57.8¢ 60.2¢ 62.3¢ 63.3¢
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1961 1960 1959 1958
$ 1.49 $ 1.38 $ 1.23 $ 1.25
$ .931, $ .862%4 $ .862% $ .8124
61.39, 62.89, 70.29, 64.19,
$14.85 $13.81 $13.27 $12.91
36 2554 221, 2134
241, 20 1934 157
50.19 51.39 50.6%, 49.897,
14.7 15.6 16.3 16.8
35.2 33.1 - 33.1 334
100.0% 100.09;, 100.0% 100.0%;
31,354,960 28,809,150 26,260,391 23,125,794
23.6%, 30.49, 33.7% 43.8%,
70.8 64.4 60.0 40.3
5.6 5.2 6.3 15.9
100.097 100.09,, 100.09, 100.09
1,959,500 1,972,500 1,922,500 1,922,500
4,063,000 3,635,500 3,296,500 3,296,500
6,022,500 5,608,000 5,219,000 5,219,000
530,000 470,000 400,000 450,000
5,414,700 5,130,000 4,564,900 4,019,200
2,038,687 1,976,575 1,915,297 1,848,336
314 31.1 30.7 30.2
3,664 3,451 3,154 3,046
2.53¢ 2.59¢ 2.69¢ 2.73¢
1.70¢ 1.73¢ 1.76¢ 1.86¢
580,584,538 539,127,300 484,319,522 408,084,481
30.99, 29.29, 28.69, 29.09,
679 70.8 71.4 71.0
1.2 — — —
100.0% 100.0%, 100.09; 100.0%
30.2¢ 29.8¢ 28.2¢ 29.7¢
32.7 314 - 287 28.0
34.5 — — —
32.0¢ 30.9¢ 28.5¢ 28.5¢
2,271,482 1,915,456 1,884,473 1,720,134
1,745,030 1,690,523 1,628,269 1,566,236
914 914 91.2 90.7
104.2 101.1 89.1 92.6
82.1¢ 79.7¢ 77.8¢ 73.0¢
63.5¢ 61.5¢ 58.3¢ 55.9¢
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REVENUES AND SALES —PACIFIC GAS AND ELECTRIC COMPANY — ELECTRIC AND GAS DEPARTMENTS BY CLASSES OF SERVICE

" ELECTRIC DEPARTMENT

REVENUES:
Residential ....... [ S
Commercial ......... ... ... ...
Industrial (1000 kw demand or over) ..............
Agricultural Power .. .. ... ... ... ..... e
Public Street and Highway Lighting ...............
Other Electric Utilities . .... .. ............ e
Miscellaneous . ........... ... i,

SALES — Kilowatt-hours:

Residential ............ ..o
Commercial ...... ... .