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PC&E IS TEIE NATIONS LARGEST INVESTOR-OWNED CAS

and electric utility, serving 12 million people in Northern and Central California.

Our electricity comes from widely diversified resources— fossil-fuel plams; hydro-

electric plants, a major pumped storage p]ant, a geothermal complex, the Diablo

Canyon Nuclear Power Plant and from such alternative technologies as wind power,

solar power and hiomass. Our natural gas comes from Canada, the U.S. Southwest

and California.

The
company’
94,000 square-
mile service territory
streiches froms Eureka in the
nrorth to Bakersfield in the
south and from the Pacific
Ocean in the west to the Sierre
Nevada in the eust.

- Operations

The latest model natural gas
vehicle drives along the Avenue
of Gianis in Humbold: County.

Letter to-Sharehoiders

Financial Information
Directors

Officers’

Sharehalder Information

838 B ow
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| HIGHLIGHTS |

Pacific Gas and Electric Company

87 88 89
B8 Electric [@ Gas -

92 91

1991 1990 % Change
Operating revenues $ 9,778,1 19,000 $ 9,470,092,000 3
Operating income $ 1,713,079,000 $ 1,706,136,000 -
Net income $ 1,026,392,000 $ 987,170,000 4
Earnings available for common stock $ 936,797,000 $ 889,169,000 )
Earnings per common share "% 224 § 2210 7
Dividends declared per common share $ 1.64 § 1.52 . 8
Construction expenditures (including AFUDC)  $ 1,795,726,000 $ 1,541,779,000 16
Total electric sales to customers ( }cwh) 74,195.890,000 74,056,536,000 —
Total gas sales to customers {mcf) 428,393,000 472,546,000 9)
At year-end '
Total assets $22,900,670,000  $21,958,397,000 4
Total customers 7,757,000 7,647,000 1
Number of shareholders 330,000 349,000 (5)
Number of common shares outstanding 417,571,826 420,219,011 (1)
Number of employees (PG&E only) 26,700 26,200 2
ZR BRAB v
KaR 91832
) S
""/p O
W\
2 gas g 0108
CONSOLIDATED TOTAL RETURN
OPERATING ON COMMON STOCK
REVENUES INVESTMENT
$10_| In billions In percent

87 88 89 90 91
B PG&E [ Industry Average
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—————{ CHAIRMAN’S LETTER TO SHAREHOLDERS lj

Our leadership is demonstrated by:

s financial results that provide superior returns to
shareholders,

s a basic utility business that is strong, efficient and
technologically advanced,

a service that provides excellent value to customers,

a initiatives that are improving California’s environment,

L E A D I N G n a nuclear power plant that consistently achieves

_ ' . ~ outstanding levels of safety and performance,

O UR IN D U S T R Y m energy policies that are a model for national energy
strategy, and A

m programs to build an employee team that can main-
tain PG&E’s leadership position throughout the decade.

AMERICA’S ENERGY UTILITY INDUSTRY [Superior-Financlal Performance :|

. . During the past two years, PG&E has provided share-
has entered a new and challenging era, an era of increased griep y P !
holders a total return on common stock investment of 62.4

competition, rapid advances in technology, new customer percent, ranking us number one among the nation’s 50
largest electric and combined electric and gas utilities.

expectations and fundamental changes in regUIation' We continued to increase earnings in 1991. Earnings

PG&E’ performance in 1991 clearly establishes the company ~ for the year were $2.24 per share, up 6.7 percent over
the $2.10 per share recorded in 1990. The earnings in 1991

as aleader in vthiS transformed utility industry. - substantially exceeded the company's budgeted earnings
for the year. ‘

The two primary reasons for these strong earnings
were the continuing excellent operations in our basic
utility business, and the safe, record-setting performance
of the Diablo Canyon Nuclear Power Plant. Despite two
refueling outages during 1991, the plant produced above-
budget revenues and contributed significantly to overall
corporate earnings.

In January 1991, we increased the dividénd on
common stock by 7.9 percent. This increase, combined
with market confidence in PG&E’s ability to continue
building earnings, resulted in a higher price for our stock.

The stock price began 1991 at $25 per share,
and closed the year at an all-time high of $3278 on
December 31 —an increase of 31 percent.

The performance of PG&E's stock price significantly
outpaced both the Dow Jones Utilities Index, which rose.
about 8 percent over the year, and the general market.

The combination of dividends and stock price appre-
ciation translates to a total return of about 37 percent
in 1991. Since 1989, PG&E has provided shareholders an

average total annual return of better than 30 percent.

Material Redacted GTR0052276



We believe PG&E can continue to build on the solid
performance it achieved in 1991. Based on that belief,
the Board of Directors on January 15, 1992, raised the
quarterly cornmon stock dividend to 44 cents per share.

This was the third dividend increase in three years.
It brought the new annualized rate to $1.76 per share, an

increase of 7.3 percent over the former annualized rate

of $1.64 per share.

\itrong Performance In Our Utility Business |

Management focus on improving performance, incréasing
efficiency and applying advanced technology is essential
to the strength of our utility business. A key measure of
that strength is the ability to earn the full return on
equity invested in our utility business authorized by the
California Public Utilities Commission.

[n 1991, we achieved this fundamental goal for the
eighth consecutive year through rigorous budgeting,
constant attention to controlling costs and productivity
improvements. A ) .

Throughout the company, we continue to seek better,
more cost-effective ways to do the job. For example,
one of the company’s major costs is constructing distri-
bution facilities to provide electric service to new
residential customers.

By adopting new design standards and construction
techniques, and other measures, PG&E’s ambitious goal
is to reduce these costs by as much as 25 percent in
the next three years.

PG&E is a leader in the use of advanced technologies
that add to our efficiency and support our environmental
initiatives. These range from state-of-the-art computer
systems that monitor operations at Diablo Canyon and
our Energy Control Center, to research and development
projects on solar energy and fuel cell power plants.

We are achieving produétivity gains while also main-
taining safety, reliability and the quality of service we
prox;ide. We recognize that outstanding customer service

is essential to PG&E’s business success.

[ Customer Service That Provides xcellent Value |

Last year, customers gave us the highest grades for service
that we have ever received. We earned these marks by
providing excellent value, tailoring our service to meet

the energy needs of our customers.

Stanley T. Skinner, President and Chief Operating Officer,
and Richard A. Clarke, Chairman of the Board and Chief.
Executive Officer.

That value includes a strong tradition of rapid,
effective and courageous action during life-threatening

emergencies.
When one of the nation’s worst urban wildfires devas-

tated the East Bay hills on October 20, 1991, some 1,500

PG&E employees responded to restore service safely
and quickly. Their extraordinary work mirrored the care,
concern and extra effort to reduce suffering that PG&E
people demonstrated following the 1989 Loma Prieta
earthquake. -

Winter weather arrived shortly after the fire storm,
and many residents needed help. PG&E people handed
out blankets and portable heaters to those who had
electricity but were still without gas service. In addition,
the company contributed $180,000 to various East Bay

agencies to help the victims of this disaster.

Material Redacted
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u'nj’pro'vln'g the Environment |

Today, PG&E is a nationally recognized leader among
businesses working to improve the quality of the
‘environment.

On October 31,1991, the company received the
nation’s highest award for environmental excellence: the
President’s Environment and Conservation Challenge
Award.

This and numerous other awards we received in 1991
symbolize the success PG&E is achieving in its environ-
mental initiatives, especially in increasing customers’
efficient use of energy. ‘

Through Customer Energy Efficiency (CEE) pro-

‘grams, we are able to earn a profit for assisting customers
to conserve gas and electricity. In this way, PG&E is
able to build earnings, benefit customers and help to
create a cleaner, healthier environment in California.

For many years, PG&E has

$30
$20 |
$10 |

$ 04

provided electricity from a wide

COMMON STOCK
MARKET PRICE
AT YEAR-END

array of renewable energy

resources, including hydroelec-

tric, geothermal, wind and solar
power. Today, through our
renewable and clean fuels initi-
atives, we are leaders in the
development of the next genera-
tion of cost-effective, renewable

8 8 9 .91 energy technologies.

The company also is promot-

ing the use of natural gas in fleet

vehicles because this fuel is
more economic and cleaner burning than gasoline or
diesel. And we support the development of electric cars,
which produce no direct emissions.

Our initiatives include extensive programs to pre-
serve the environmental quality of the land and water
resources we manage, and protect the animal habitats
these resources support. Employees actively participate
in a variety of recycling programs, and the company
purchases environmentally preferred materials to the
greatest extent possible.

@dtétahdl'hé-.Nn'cléar\P.d'wer’Plant Performance']

Diablo Canyon has been one of the nation’s outstanding

nuclear power plants, virtually from the day it began
commercial operation. :

In 1991, we continued leadership in nuclear power
generation by retaining strong ratings from the Nuclear
Regulatory Commission and the Institute of Nuclear
Power. Operations while confinuing to set perforrﬁance
records. Prior to June 1991, Unit 1 of Diablo Canyon
held the national record for continuous days of operation
for a reactor of its type.

Unit 2 eclipsed that mark and, in August, completed
481 days of continuous operation, setting a new world’s
record for a reactor of its type.

During the year, Diablo Canyon generated more than
15 billion kilowatthours of electricity and produced $1.5
billion in revenues, including decommissioning revenues.

Both units completed refueling outages in record
times. Excluding these outages, the plant achieved a
combined operating “capacity factor”—a measure of
actual performance against the theoretical maximum
performance—of 95 f)ercent, compared to an industry
average of 81 percent for the last cycle of similar plants.

Through 1994, the price per kilowatthour for Diablo
Canyon power increases annually. In 1992, for example,
this means each unit at Diablo Canyon will produce about
$2.7 million in revenues each day it operates at full power.

We will need to refuel only one Diablo Canyon
unit in 1992 and one in 1993. This refueling schedule,
combined with the price escalations, should result in
substantial growth in Diablo Canyon’s contributions to
our earnings, so long as we continue to operate the plant

as well as we have in the past.

[ Leadership for the Future |

PG&E’s leadership includes innovative policies that
provide a model for national energy strategy in the 1990s.

PG&E’s electric supply plan stresses reduced use of
oil, greater customer energy efliciency, renewable energy
resources and a competitive bulk power supply market.

Increasingly, these are being recognized as necessary
components of a national energy strategy that can pro-
vide consumers energy at least cost and, at the same time,
improve the environment.

While prospects for PG&E’s business remain strong,
we recognize the need to manage regulatory and other

changes to sustain our leadership. Among these manage-

Material Redacted
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ment challenges are significant changes in our
gas business. i

PG&FE’s subsidiaries built and own a gas purchasing
and interstate pipeline system to bring Canadian gas to
California. This system was built to ensure California
customers access to reliable and competitively priced
gas supplies. Recent regulatory decisions aimed at giving
customers greater choice of gas suppliers are defining
PG&E’s future more as a transporter than a marketer
of gas. A

We no longer need to buy as much gas in Canada,
and we no longer need to own gas pipeline and acquisition
operations outside of California.

We are moving aggressively to achieve a transition
to this new, more competitive gas supply marketplace.
Doing so, however, will require resolution of a number
of significant issues.

These include the California Public Utilities Com-
mission’s review of the reasonableness of our past gas
purchasing costs; litigation by several Canadian gas
producers over the level of gas purchases by Alberta and
Southern Gas Co.Ltd. (A&S), our Canadian gas pur-
chasing subsidiary; and potential costs associated with
renegotiating existing gas supply contracts.

We are working with state and federal regulators, gas
producers, and the Canadian and Alberta goverﬁments
to achieve a transition that is fair to all concerned.

As part of this transition, PG&E is restructuring its
Canadian gas supply arrangements, including pursuing
the sale of A&S. The company also announced plans in
1991 to sell Pacific Gas Transmission Company (PGT),
our wholly owned, interstate gas pipeline subsidiary
that transports Canadian gas to California, to Trans-
Canada PipeLines Ltd. of Calgary, Alberta.

The regulatory changes in our gas business do not
alter an important fact: The demand for natural gas in
California continues to grow, and with it, the potential to
increase earnings by expanding gas transmission capacity
in California. _

We are moving ahead with construction of the
California portion of the PGT-PG&E pipefine expansion.
PGT will build the interstate portion that will parallel
PGT' existing Canada-to-California pipeline system.
When the sale of PGT is completed, TransCanada will

become our partner in this project.

Overall, the expansion will transport 755 million
cubic feet {mmcf) per day of Canadian gas to California,
and 148 mmef per day to the Pacific Northwest.
Preliminary construction on the expansion began in
December 1991, and the project is scheduled to be
completed in late 1993.

Another major challenge is to build an employee team
for the future that is as strong, dedicated and capable
of leadership as our current work force.

That is why we are striving to develop a work place -
in which employees can learn new skills, and can contri-
bute their knowledge and experience to continuously
improve performance.

PG&E is prepared for the challenges and changes of
the 1990s. The innovative policies we are pursuing and
the excellent results we are achieving give me confidence
PG&E will continue to be an industry leader, a.company
that will help shape the energy future in California
and the nation.

This industry-leading performance will benefit our
shareholders, customers and employees. It is the catalyst
for increasing shareholder value, providing outstanding
customer service and continuing PG&E’s long tradition

of success. I am convinced PG&E has the people, policies

" and programs to remain a leader and to achieve these

objectives in the years to come.

W
Richard A. Clarke

Chairman of the Board
and Chief Executive Officer

. January 29, 1992

Material Redacted
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[ ENVIRONMENTAL INITIATIVES |-

TOWARD A CLEANER
CALIFORNIA

IN 1990, PG&E ESTABLISHED A MAJOR CORPORATE GOAL: .

to improve the environment by leading efforts to increase energy efficiency,

develop environmentally preferred technologies and expand the use of clean

fuels. This goal was based on the premise that the company could integrate

responsible environmental policy and sound business practice to the

benefit of our share-
holders, customers and
the communities we
serve. Today —less than
two years latér'— the
company is well on'i'ts
way to meeting that

goal. PG&E’s programs

are already producing
cleaner air in California,
The Pacific Energy - reduced costs for customers and increased earnings for
Centerin San
Francisco Is shareholders based on the energy savings we achieve.
America’s premier : :
showcase for - The centerpiece of PG&E’s environmental initiatives

energy-efficlent
technology and

is to meet much of the growth in electric demand
design. .

by increasing customers’ efficient use of energy.
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[iciztom
PG&E is aggress e.
use of energy-efficierit lighting, motors,
cooling and heating systems, refrig-
eration, gas and electric appliances,
construction design and techniques,
and insulation. .

As an incentive to customers, PG&E
offers rebates that significantly reduce
the pay-back times for installing such
equipment and systems.

By the end of the decade, we intend
to reduce giowth in peak electric demand
by 2,500 megawatts through Customer
Energy Efficiency ( CEE) programs. This
will enable PG&E to avoid emitting
three million tons of carbon dioxide into
the air annually by the year 2000—
the equivalent of taking 375,000 cars off
California roads. .

In 1991, our CEE programs helped
customers to conserve substantial
amounts of gas and electricity. Asa
result, PG&E:

» reduced growth in peak electric
demand by 119 megawatts, _

m saved 37 million therms of natural
gas,

@ cut air emissions by 300,000 tons
of carbon dioxide, 120 tons of sulfur
dioxide, 445 tons of nitrogen oxide and
15 tons of particulates, -

» and under an innovative program
to encourage utility CEE programs
adopted by California regulators, PG&E
actually added to its earnings for not
selling energy. We earned $45 million
pre-tax as a result of these energy savings.

To support its CEE programs, the
company is taking several ground-

“breaking actions. Chief among these is

the Pacific Energy Center, which the
company opened in San Francisco in
December 1991. The center is the
nation’s most advanced and compre-
hensive energy-efficiency facility.

At this center, architects, engineers,
designers, manufacturers, builders and-
building managers can conduct hands-on
evaluations of the most energy-efficient
equipment and systems available on
the market today.

Saving energy in our homes, busi-

‘nesses, farms and factories is vital to

achieving a cleaner environment.

GTR0052281



- So is using cleaner burning fuels in
our power plants, in our factories
and in our vehicles.

Natural gas is the most environmen-
tally acceptable of the fossil fuels. In
the last 15 years, PG&E has greatly
increased its use of natural gas as a fuel
to generate electricity, enabling the
-company to significantly reduce the
amount of oil it burns. Other utilities
that serve California are eager to
increase their use of natural gas in order
to meet the state’s strict clean air
regulations. Expansion of the PGT-
PG&E pipeline from Canada will provide
those utilities with greater access to the

natural gas supplies they want and need.

As the shift from less clean-burning
fuels continues in a variety of industrial
applications, the demand for natural
gas should increase in the years ahead.

On October 31,
PG&E received the
nation’s highest
environmental
award, the
President’s
Environment and
Conservation
Challenge Award,
from President Bush
during a ceremony
in the White House
Rose Garden. *

Thatisa ma]or reason the company
has created PG&E Resources, a sub-
sidiary of PG&E Enterprises, which
invests in unregulated business ventures.
PG&E Resources acquires, develops,

produces and markets natural gas

and oil.

In December of 1991, Resources pur-.
chased TEX/CON Oil and Gas Company
of Houston, Texas, for $389 million.
This acquisition added substantially to
Resources’ energy portfolio.

- Using natural gas in stationary sources

of pollution helps to improve the
environment. But the major source
of air pollution in California is trans-
portation, the emissions produced by
the millions of vehicles on our roads
powered by gasoline and diesel.

That is why promoting Clean Air
Vehicles (CAVs) is another key compo-
nent of PG&E’s envi-

ronmental initiatives.
Our goal is to have
125,000 fleet vehicles
in Northern and Central
California operate on
- natural gas by the end
of the decade, and
" to ensure adequate
fueling stations to
facilitate their use.
Natural gas offers
many advantages to
fleet operators. Itisa
cleaner, more eco-
nomic alternative to
gasoline or diesel. And,
unlike the petroleum
from which gasoline is
refined, natural gas is
abundantly available
in the U.S. and Canada.
In 1991, our CAV program made signif-
icant progress.

‘m The company opened six natural

gas fueling stations at PG&E facilities.
PG&E now has 14 such stations located
throughout its service area.

u The California Public Utilities
Commission in July approved a two-
year program that will fund construc-

tion of 25 additional natural gas fueling
stations, conversion of 500 PG&E
vehicles and 800 customer vehicles to
natural gas, and a test center for these
vehicles.

n PG&E accepted the keys to a proto-
type of the first pickup truck specifically
manufactured by General Motors Cor-
poration to run on natural gas.

Use of natural gas in fleet vehicles
makes sense today. But electric vehicles,
which produce no direct emissions,
should become a major transportation
option in the future —especially as air
quality regulations become more strin-
gent. PG&E supports the development
of such vehicles.

PG&E’s customer energy efficiency
and clean air vehicle programs are just
part of the company’s comprehénsive
environmental initiatives, which are
gaining national recognition for the
leadership they demonstrate.

Material Redacted
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On October 31, 1991, President
George Bush presented PG&E with the
newly created President’s Environment
and Conservation Challenge Award for
demonstrating that environmental
values can be integrated into sound
management decisions and business
practices. The company was one of
only nine gold medal winners in the
nation, and the only industrial firm
to receive this recognition.

In January 1992, PG&E received
another national honor: the 1991
Environmental Achievement Award,
presented by the National Wildlife
Federation’s Corporate Conservation
Council. These awards—and many
others the company has won—are solid
evidence that PG&E is meeting the
challenge of environmental leadership

in the 1990s.

in April 1991,

PG&E and Shell Ol
Company opened
California’s first
natural gas fueling
faclliity at a retail
service station. The
station is located
In Sacramento.

LEADING THE WAY |

In 1991, PG&E achleved signifi-
cant “firsts” In its environmental
programs.

s WORLD FIRST: PG&E began
experimental operation of the
world’s first molten carbonate fuel
cell power plant. The plant directly
converts the chemical energy of
oxygen and natural gas into elec-
triclty, rather than generating power
from combustion. This highly effl-
clent electrochemical technology
produces virtually no pollutants,
and may uitimately become a signif-
Icant electric energy resource.

m U.S. FIRST: PG&E formed a

a partnership with the Environmental
Protection Agency to work Jointly
to prevent pollution in our region—
the first public-private partnership
of Its kind in the nation. The agree-
ment Includes projects to increase
energy efficiency Infederal bulldings,
encourage use of alternate fuels
such as natural gas, and conduct
pollution preventlon education
and research.

m CALIFORNIA FIRST: PG&E
opened a fueling facllity for natural
gas vehicles at a Shell service
station in Sacramento—the first
natural gas dispenser located at

an oll company service station in
California. We now have an agfee-
ment to install a natural gas dis-
penser at a Chevron service statlon,
and are working with other oll
companles to increase the number-

of such facilities.

Material Redacted
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| CUSTOMER SERVICE |

s | SERVICE THAT
mmmsuneccon. | PROVIDES VALUE

il o October 20
A RECORD-HIGH 93 PERCENT OF OUR CUSTOMERS

the '49ers on TV, The,
‘ominous tralls of black smoke ove

reported they were satisfied with the company’s service in 1991. This marks
the sixth straight year we have received customer satisfaction ratings of

- 90 percent or better. These grades represent the value— outstanding service

at fair prices—we provide customers.
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This value reflects our commitment
to service which consistently meets
our customers’ expectations.

‘Sometimes that means meeting an
individual need such as arranging a
special time for a repair, explaining a
bill or discussing the best options for
‘purchasing energy-efficient appliances.

Other times, quality service calls for
meeting the needs of many customers
with special programs. When record
cold weather drove energy use up dur-
ing the 1990-91 winter, PG&E rapidly
instituted an innovative “Winter
Stretch” payment plan. More than
171,000 customers used this plan, which
enabled them to extend their bill pay-
ments over six months.

Customers who need assistance
paying gas and electric bills can turn to
our REACH (Relief for Energy Assist-
ance through Community Help) pro-
gram, the largest such aid plan in the
nation. In 1991, REACH provided more
than $6.6 million to some 37,000
households.

Under another companywide pro-
gram, PG&E performs free residential
energy surveys to help customers use

" gas and electricity more efficiently and

save on energy bills. In some cases, our
service people offer to install free energy-
efficient light bulbs, low-flow shower-
heads and insulating blankets for water

- heaters as part of these energy surveys.

PG&E also tailors its service to
assist its larger customers to meet their
changing energy needs. In 1991, a major
oil company considered building an
electric generating plant at its oil refin-
ery in Benicia. PG&E and the customer,
working together, developed a competi-
tive alternative that allowed the oil
company to build a substation on land
leased from PG&E and take power
directly from our transmission system
at a reduced price. The result: The oil
company lowered its energy costs and
PG&E kept a major customer.

Whether a customer is a large,
established business or a single new resi-
dent from another country, PG&E has
programs to meet that customer’s needs.

Because we serve one of the most
diverse populations in the nation, we
have representatives who communicate
in Spanish, Cantonese, Mandarin,
Vietnamese and Hmong, a Southeast
Asian dialect. And we offer the AT&T
Language Service that translates calls
in some 140 languages and dialects
and provides immediate service.

Many of the ways PG&E serves cus-
tomers are changing. But the response
of PG&E men and women to hazardous,
sometimes life-threatening emer-
gencies has never changed. In the face
of devastating fires and major storms
in 1991, they proved once again that.
service above and beyond the call of
duty is an enduring tradition at PG&E.

. PG&E conducts
more than 30,000
energy surveys
annually to help
customers find
ways to use energy
more efficiently.
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[NuetLEAR |
—— NUCLEAR —

KEEPING DIABLO
ON LINE AND ON TOP

DIABLO CANYON IS RECOGNIZED AS ONE.OF THE NATION’S
premier nuclear power plants. The revenues from the power it produces
contribute significantly to PG&Es overall corporate earnings. The plant

has achieved outstanding levels of performance and safety largely due to an

unwavering effort to continuously improve operations.

Two key elements in
the success of this effort
are emphasis on train-
ing and safe, efficient
refueling outages.

No orie ever grad-
uates at Diablo Canyon.
Licensed operators
‘train to meet exacting
standards and then
retrain to stay abreast
of a complex, advancing
technology. Employees
are learning contin- »
uously in the classroom,
in the control room sim-
ulator and on the job.
Even senior reactor
operators must spend

- one week out of every
five in training,

The quality of . The quality of this training was
tralning at PG&E’s ' reflected in the excellent assessments
Diablo Canyon Is of the plant’s performance in 1991. In
‘one reason the o the Nuclear Regulatory Commission’s
plant consistently _ Systematic Assessment of Licensee

achieves high
- ratings for safety
and performance.

Performance review in August, the plant
earned the highest rating—“superior”
—in four of seven categories and “good”
in the others. : :
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The emphasis on training at Diablo

.Canyon is matched by intense efforts

to continuously improve the plant’s
performance.
These improvement efforts are

~ heavily focused on two areas: safely

shortening the time required to refuel a

" unit, and ensuring that the work done

in the refueling is done right the first
time. This means that the unit can
rapidly be brought back to full power and
remain there until the next refueling.
"Planning for the basic work to be

.-done in refueling outages begins as much

as five years in advance. This work

- includes mandatory maintenance, equip-

ment upgrades and design changes to

" the plant, as well as the reactor refueling.

During the outage the most critical
and complex work is handled by High
Impact Teams (HITs). These units
include all supervisors and workers
responsible for a particular refueling
task. Their responsibilities include
planning, conducting and critiquing
their work assignments.

Almost as soon as one refueling
outage is completed, detailed planning
for the next one begins. The lessons
learned from the last refueling are cap-
tured for use in future refuelings. The
outage staff identifies any problems,
reviews and adopts solutions, then
assures that the changed procedures are
implemented.

This comprehensive approach to
refueling the units at Diablo Canyon is
producing positive results.

Since the first unit began operation
in 1985, refueling outage times have
been cut almost in half. Our outages are
now-consistently among the shortest
in the industry. In 1991, Unit 1 com-
pleted its refueling outage in 62 days,

a record for that unit. Unit 2 completed
its refueling in 1991 in just 56 days, a
record for the unit and the plant.

Equally important, the time it takes
to bring the units up to full power
following a refueling outage has been
cut by two-thirds in the last five years.

High quality training and increasing
the time the plant safely operates at
full capacity are two of the best assur-
ances that Diablo Canyon will continue
to be a major asset to PG&E’s custom-
ers and shareholders.
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—| ENERGY POLICY |

- At the center of the company’s energy
program is an electric supply plan that -
focuses on four key objectives:

s Cutting use of oil.
» Maximizing customer energy

S I I API l\ ’ : , " efficiency. _
: R = Speeding development of renewable

. , v energy resources. :
E \‘ E R‘ :Y F l T l ’ RE ' w Participating in a competitive bulk
‘ ‘ A - A power supply market.
: - [Reducing il Use |
" Since the late 1970s, PG&E has trimmed

its use of oil to produce power from

. : . . bout 29 million barrel tol
a stronger, more secure energy future. They form the basis for a national ?h::l: 665 (r)noloi::;re?sr ::: lsng e;{la?nf::ns

in 1991 less than 0.5 percent of PG&E’s
power generation came from oil.

* Using less oil in our power plants is
important. But close to half the oil the

PG&E’S ENERGY POLICIES ARE A PROTOTYPE FOR'

energy strategy that reduces dependence on foreign oil, improves the

environment and provides consumers energy at the lowest cost.

T .
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U.S. consumes today is refined into
gasoline, most of it going to operate the
‘nation’s cars, trucks and other vehicles.

So another way to build energy
independence is to increase the use of
alternative fuels for these vehicles—
natural gas today and electricity tomor-
row. PG&E’s Clean Air Vehicle pro-
gram supports that objective.

Natural gas vehicles and electric cars
not only can help reduce our reliance
on foreign oil, they also provide the
opportunity to improve the quality of
our air, particularly in urban areas.
Natural gas is cleaner burning than gas-
oline or diesel, and electric vehicles
have no direct emissions.

Iﬁu‘stom'e‘r Energy Efficlency l

PG&E'’s Customer Energy Efficiency
programs are the most extensive in the
nation. They already are helping

to reduce customers’ energy bills and
cleaning California’s air.

The Electric Power Research Insti-
tute estimates that energy efficiency
programs could reduce national electric
consumption by 450 billion kilowatt-
hours annually by the year 2010. That
is equal to saving 16 percent of all the
electricity used in the U.S. in 1990.

Achieving these energy savings
would, by the year 2010, cut annual C0,
emissions in the U.S. by more than
335 million tons. That'’s the equivalent
of taking morc than 28 million cars off
the road —more than one of every five
cars registered in the U.S. in 1989.

The economic impact would also be
significant. These energy-savings would
reduce American electric consumers’
annual bills hy $32 hillion (in 1990
dollars).

Using electric power more wisely
will spur productivity gains and make
American goods and services more
competitive in world markets. This bene-
fit will increase as America’s demand
for electric energy grows, with the
greater use of robotics, telecommuni-
cations, electrified mass transit and,
ultimately, electric cars.

| Development of Renéwable

California is unique in that renewables
have always played a large role in the
state’s energy supply. During a normal

rain and snowfall year, almost half of
PG&E'’s power is generated by renewable
energy resources— hydroelectric, geo-
thermal, wind and solar.

Most economic hydroelectric and
geothermal sites in our service area have
already been fully developed. Today, we
are focusing on development of wind and
solar power, which are huge, largely
untapped energy sources.

For example, 37 of the 50 states have
the capability to develop wind power
as an energy source, and it has been
estimated that wind power could con-
tribute as much as 10 percent of the
nation’s total electric supply.

PG&E conducts an
aggressive research
and development pro-
gram aimed at making
the next generation
of renewable technolo-
gies cost competitive
with fossil fuels.

Even with these
efforts, however, most
renewable technologies
available in California
today remain about
20 percent more costly
than fossil fuel options.

Extensive support
at the national level will
be necessary to speed
improvement of these
technologies to make
them cost competitive.

| competitive Buik Power Supply |
Competitive bulk power supply markets
have emerged in many states as regu-
lators require new power plants to be
built by the lowest-cost bidder.

PG&E is a significant participant in
this market through U.S. Generating
Company, an unregulated affiliate which
builds; owns and manages independent
power projects nationwide. It is a part-
nership of PG&E and Bechtel Group,
Inc. The company (formerly PG&E-
Bechtel Generating Company ) changed
its name in 1991 to more clearly identify
the national scope of its business.

U.S. Generating Company is develop-
ing power plants which utilize advanced
natural gas and coal combustion tech-

nologies and emissions controls. It has
completed one plant in Montana. In
1991, it began construction of three
additional power projects located in New
Jersey, Pennsylvania and Massachusetts.
These plants total more than 550
megawatts.

In January 1992, it started con-
struction on a 92-megawatt natural gas-
fired cogeneration facility located in
New York. This facility will incorporate
the latest gas turbine combustion and
emissions contro] technologies. Seven

' additional power projects totaling more

than 1500 megawatts are in advanced

. stages of development.

Construction
proceeds on the
80-megawatt
Scrubgrass
power plant in
Pennsylvania,
which Is being
developed and
managed by

U.S. Generating
Company. The plant
Is scheduled to
begln operation in
mid-1993.

The nerve center
of PG&E's electric
system is the
Energy Control
Center which
coordinates

the company’s
generation and
transmission
facilities.
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PG&E's Learning
Centerin San Ramon
provides state-of-
the-art training for
all employees.

l
— LEARNING IN THE WORKPLACE |

To maintain our leadership in a changing utility industry, PG&E

GETTING THE JOB
DONE BETTER

IT IS ALMOST AXIOMATIC THAT IF YOU WANT TO

manage change in the 1990s, you first have to change the way you manage.

management is striving to create a working environment in which:

m Employees are
actively involved in
finding ways to con-
tinuously improve
their performance.

s Employees add to
their technical, busi-
ness and communi-
cation skills through
our learning programs.
» And our employee
team understands and
can effectively serve
the needs of our
culturally diverse
customer base.

[SIAEIN

NN

[ Employée involvement |

The manager of
PG&E’s North Bay

Division knows the value of employee

involvement. All 265 employees in her .

division are directly involved in writing
the yearly business plan. They set the
division’s budgetary, service and
safety goals, and recommend ways the
division’s performance can be improved.

Their ideas are working. In just two
years, the number of customers served
by each North Bay Division employee
increased from 380 to 426. At the same
time, the cost of serving each customer
decreased from $78 to $72. In addition,
service reliability to certain areas within
the division rose dramatically.

The same active use of employee
knowledge and experience has led to

.significant improvements at the Moss

Landing Power Plant, a facility that has
been generating electricity for 41 years.

Control room operators at the plant
designed changes to their facility and
operation. Bargaining unit employees
are routinely rotated to management
positions to gain a new perspective on
their work. Others serve on special
project teams and committees to review
design changes and critique plant
outages.

As a result, safety, reliability and
efficiency have all increased dramati-
cally at the plant in recent years.

At Diablo Canyon, employee involve-
ment is fundamental to the High Impact
Teams (HITs), which were developed
to improve safety and efficiency in the
complex refueling of the plant.

These teams, made up of all person-
nel involved in a major task during
a refueling outage, provide ideas to
improve their own work plans and
conduct a post-outage review of their
own work.

Upper management does not attend
these meetings. Rather, the team mem-
bers are empowered to critique their
own work freely, and to make their own
suggestions for improvement, most
of which are adopted by management.
The results have been outstanding.

[[Continuous.Learnings]

In a rapidly changing business environ-
ment, employees need the opportunity
to learn new skills in order to contribute
to the company’s success. In essence,
we are creating a “PG&E University”
within the company to make learning
an integral part of our work.

An Educatiqn Policy Board, chaired
by Chairman Dick Clarke, completed a
“Blueprint for Learning” in 1991. This
comprehensive plan establishes guide-
lines for employee learning throughout
the rest of the decade.

The plan supports an already exten-
sive educational program at PG&E. Last
year, the company spent $120 million
on education. More than two million
man/woman hours were devoted to train-
ing. On any given work day, more than
1,100 employees- were attending class.
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The company offered more than
1,000 training programs in 1991, and
_employees averaged 10 work days in
training. While training takes place at
Diablo Canyon, Stockton and elsewhere-
in the company, PG&E'’s major educa-
. tional facility is the Learning Center in
- San Ramon, a modern 17-acre campus
* hear San Francisco. : T
By 1994, the company will have -
spent $42 million to complete an expan-
‘sion of the Learning Center begun in
1991, and to complete a new campus
~ in Livermore for training electric line
crews.

5

PG&E strongly believes that recruiting,
retaining and promoting qualified
people regardless of race or gender is
not only the right policy, it is the only
way we will continue to succeed.

We need employees who understand
and can effectively serve a diverse
customer base.

Today, women and minorities
hold important positions throughout
the company’s middle- and upper-
management ranks. And the company
supports a wide variety of educational
and community programs designed to
better prepare minorities for success
in tomorrow’s labor market.

‘Through all of its efforts to maintain
its leadership standing, PG&E is not
simply striving to become an even better
place to work. It is striving to become
a company that works better, more

- productively, more profitably —now
* and in the years to come.

17
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JL SELECTED FINANCIAL DATAJL

Pacific Gas and Electric Company

1990

. 1991 1989 1988 1987
In thousands, except per share amounts
Operating revenues $ 9,778,119 $ 9,470,092 $ 8,588,264 § 7,645,748 $ 7,185,701
Operating income $ 1,713,079 $ 1,706,136 $ 1,622,558 $ 1,297,372 $ 1,261,701
Net income $ 1,026,392 $ 987,170 $ 900,628 $ 62,127 $ 688,517
Earnings (loss) per common share $ 224 § 210 $ 190 § (-10) $ 1.53.
Dividends declared per common share $ 1.64 § 152 § 140 § 166§ 1.92
At year-end ,
Book value per common share $ 1840 § 17.86 % 17.38  $ 1679 § 18.68
Common stock price per share $ 32.63 § 2500 § 2200 $ 1750 $ 1625
Total assets $22,900,670  $21,958,397 $21,351,970 $21,067,685 $21,733,652
- Long-term debt, preferred stock with
mandatory redemption provision and capital S
lease obligations $ 8,368,508 § 7,029,734 $ 7,978968 $ 8,116,603 $ 8,511,789

case settlement and adjustments for various non-Diablo Canyon costs.

Matters relating to certain data above are discussed in Management’s Discussion and Analysis of Consolidated Results of Operations and Fi inancial Condition and in
Notes to Consolidated Financial Siatements. In 1988, net income was reduced by 8576 million ($1.43 per share) as a result of the Diablo Canyon Nuclear Power Plant rate
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF CONSOLIDATED
RESULTS OF OPERATIONS AND FINANCIAL CONDITION

Pacific Gas and Electric Company

| Results of Operations I

_ Pacific Gas and Electric Company (PG&E) and its wholly owned
and majority owned subsidiaries (the Company ) have three
types of operations: utility, Diablo Canyon Nuclear Power Plant
(Diablo Canyon) and nonregulated through PG&E Enterprises
(Enterprises), the parent company for PG&E’s nonregulated
subsidiaries. For 1991 and 1990, selected financial information
is shown below: A :

Diablo

Utility ~ Canyon Enterprises

In millions, except per share amounts

1991 '
Operating revenues $ 8204 $1,501 $ 73
Operating income (loss) $ 1,251, $ 497 $(35)
Net income (loss) $ 717 $ 274 $(25)
Earnings (loss) per common share $ 171 $ 59 $(06)

Total assets at year-end $16,440 $5,543 $918

1990 -
Operating revenues

Operating income (loss)

Net income (loss)

Earnings (loss) per common share

$7.809 81,509 $ 62
$ 1,180 $ 550 $(33)
$ 688 $ 318 $(19)
$ 148 $ 67 §.05)

Total assets at year-end 815,869 85,660 $429

Earnings In 199], the Company’s earnings per common share
were $2.24 compared to earnings of $2.10 in 1990 and $1.90in
1989. Earnings per common share for 1991 were higher than for
1990 primarily due to a $66 million after tax charge to 1990
utility earnings related to the reserve for certain Helms Pumped
Storage Plant (Helms ) costs, including litigation settlement
costs, discussed in Note 10 of the Notes to Consolidated Financial
Statements. In 1991, the Company earned a 12.5% return on
average common stock cquity and an 11.3% return on average
utility rate base.

Common stock dividend In January 1992, the Company raised
the quarterly common stock dividend 7.3%, from an annualized
rate of $1.64 per share to $1.76 per share, the third dividend
increase in three years. The increase was based on 2 number of
financial considerations, including estimates that future
earnings will be sufficient to sustain the higher dividends while
providing adequate financial flexibility.

Operating revenues In 1991 and 1990, the Company’s
. operating revenues increased $308 million and $882 million,
respectively, over the preceding year.

Electric revenues increased $333 million and $820 million
in 1991 and 1990, respectively, over the preceding year. The
increases were primarily due to increased rates necessary
to recover higher fuel and purchased energy costs. Sales volume
increased .2% and 6.2%, reflecting the addition of approximately

60,000 customers and 87,000 customers, in 1991 and 1990,
respectively. )

Diablo Canyon revenues, which are included in the electric
revenues discussed above, decreased $8 million in 1991 compared
to 1990 primarily due to two scheduled refuelings, compared to
one scheduled refueling in 1990. Diablo Canyon revenues
increased $136 million in 1990 over 1989 primarily due to the
annual increase in the price per kilowatthour (kwh) as provided
in the Diablo Canyon rate case settlement discussed below.

Gas revenues decreased $25 million in 1091 compared to 1990
primarily due to a decrease in the cost of purchased gas. The
decrease in revenues attributable to lower gas costs was partially
offset by rate adjustments associated with general increases in
operating expenses resulting from inflation, and a higher gas rate
base on which PG&E is allowed to earn a return. Gas revenues
increased $62 million in 1990 over 1989 primarily due to
rate increases associated with general increases in operating
expenses resulting from inflation, and a higher gas rate base.
Volumes of gas sold to customers decreased 9.3% and 5.0% in
1991 and 1990, despite the addition of approximately 50,000
and 78,000 customers, respectively.

Operating expenses  In 1991 and 1990, the Company’s operating
expenses, including the cost of fuel and energy, increased $301
million and $798 million, respectively, over the preceding year.
The 1991 increase was primarily due to increases in the cost
of electric energy, administrative and general, maintenance and
other operating expenses, offset partially by a decrease in cost
of gas. Cost of electric energy increased $84 million in 1991
primarily due to higher fuel and purchased energy costs. Admin-
istrative and general expense increased $82 million in 1991
primarily due to the tax-deductible funding of the Company’s

EARNINGS PER DIVIDENDS DECLARED
COMMON SHARE PER COMMON SHARE
2.0 $1.5
$1.5
1.0
$1.0
' $0.5
$0.5 | I
$0.0 | . : $0.0_|
89 % . o 89 9 91
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF CONSOLIDATED
RESULTS OF OPERATIONS AND FINANCIAL CONDITION (Continued)

Pacific Gas and Electric Company

postretirement benefits other than pensions. (See Note 7 of the
Notes to Consolidated Financial Statements. ) Maintenance
expense and other operating expenses increased $12] million and

- $55 million, respectively, in 1991 primarily because of two

Diablo Canyon scheduled refuelings compared to one 1990 sched-
uled refueling, and to higher environmental cleanup costs. Cost
of gas decreased $208 million in 1991 primarily due to reductions
in demand and the price of natural gas.

The 1990 increase in operating expenses was primarily due
to an increase in the cost of electric energy resulting from higher
fuel and purchased energy costs. -

Diablo Canyon The Diablo Canyon rate case settlement bases
revenues for the plant primarily on the amount of electricity
generated, rather than on traditional cost-based ratemaking.
Under this “performance-based™ approach, the Company
assumes a significant portion of the operating risk of the plant.
The extent and timing of the recovery of actual operating
costs, depreciation and a return on the investment in the plant
primarily depend on the amount of power produced and the
level of costs incurred. The Company’s earnings are affected
directly by plant performance and costs.

Diablo Canyon revenues are based primarily on a pre-
established price for each kwh of electricity generated by the
plant. (Pricing for Diablo Canyon is discussed in Note 3 of
the Notes to Consolidated Financial Statements.) From the
revenues received for Diablo Canyon, the Company must recover
the costs of owning and operating the plant, including all future
capital additions. If power generation drops below specified
capacity levels, the Company may request floor payments which
ensure that the Company will receive some revenue, even if
the plant stops producing power. However, payments received
must be refunded to customers under specified conditions.
Decommissioning and specified regulatory costs will continue
to be recovered through base rates and are not subject to
plant performance.

The plant capacity factors for 1991 and 1990 were 80% and
86%, respectively, reflecting the scheduled refueling outage for
both Unit 1 and Unit 2 in 1991 and for Unit 2 in 1990 and no
extended unscheduled outages. Through December 31, 1991,
the lifetime capacity factor for the plant was 76%. The Company
will report significantly lower revenues for the plant during
any extended outages, including refueling outages. Refuelings,
the lengths of which depend on the scope of the work, typically
occur for each unit every eighteen months. A refueling outage
for Unit 1is scheduled to hegin in September 1992 and is planned
to last about eleven weeks. Each Diablo Canyon unit will con-
tribute approximately $2.7 million in revenues per day at full
power operation in 1992. Diablo Canyon revenues per kwh
after 1994 will be based on a formula that includes the prior year’s
change in the consumer price index.

Regulatory matters PG&E electric and gas energy prices are
regulated by the California Public Utilities Commission (CPUC)
through base rates and balancing accounts. Base rates compen-
sate PG&F for operating and maintenance costs, taxes and depre-
ciation, and provide a return on capital. Base rates are set in
general rate case (GRC) proceedings, the most recent of which
was for 1990. Between rate cases, the Attrition Rate Adjust-
ment (ARA ) mechanism makes annual adjustments for certain
changes in financial and operational expenses.

Balancing accounts help stabilize PG&E’s earnings. Energy-
cost balancing accounts reduce the effect on earnings of
fluctuations in most electric and core gas energy costs. Sales
balancing accounts reduce the effect on earnings of fluctuations
in sales to electric and gas customers. For those customers,
the CPUC sets rates based on estimated sales; differences between
revenues authorized by the CPUC and actual revenues are
accumulated in the balancing accounts for subsequent rate
adjustment.

PG&E’s gas customers are separated into “core” and “noncore’
classes. Core customers include residential and small commer-
cial customers. Noncore customers are industrial and larger
commercial customers. For noncore customers, PG&E offers an
array of services from which the customer may select, ranging
from full gas service to more limited transportation of customer-
owned gas. PG&E has greater flexibility in competing for some
customers who have energy alternatives through the ability to
negotiate transport rates; it also puts PG&E at risk for achieving
projected noncore gas transportation revenues forecasted for
ratemaking purposes. -

Cost allocation proceedings allocate forecasted costs between
core and noncore customers and set associated rates. PG&E is
placed at risk for collecting transportation revenues from the
noncore class. The 1991 Annual Cost Allocation Proceeding
decision limits this risk by instituting 90% balancing account
treatment for noncore transportation revenues effective May
1991. Prior to May 1991, to the extent that gas transportation
revenues collected from noncore customers were different than
the projected revenues allocated to these customers, PG&E
earnings were affected. ,

In May 1992, if there is no further CPUC action, the 90%
balancing account will be discontinued and a 75% balancing
account, established by the new gas purchasing rules discussed
below, will take effect.

The regulatory framework in place has helped to neutralize
the effects of inflation on PG&E’s utility operations. Both the
ARA mechanism and the energy-cost balancing accounts limit
the effect of inflation on PG&E’s earnings by closely matching
rates with costs.

]

Gas purchasing and ca];dcity brokering rules  As discussed
in Note 2 of the Notes to Consolidated Financial Statements,

20
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recent regulatory decisions significantly alter the Company’s
gas business.
A new gas purchasing program initiated by the CPUC went

into effect in August 1991. The new rules authorize the Com-

pany’s noncore customers to negotiate directly with certain
producers for gas supplies. During an interim period originally
scheduled to be in effect until August 1994, the noncore
customers’ gas purchases from producers under contract with
Alberta and Southern Gas Co. Ltd. (A&S), the Company’s
independent Canadian gas purchasing subsidiary, will help satisfy
A&S’s minimum contractual obligations. In November 1991,
the CPUC issued a decision in its capacity brokering proceeding
which established a targeted implementation date of October
1992, or when the Federal Energy Regulatory Commission
(FERC) allows capacity brokering on Pacific Gas Transmission
Company (PGT), the Company’s wholly owned interstate gas
pipeline subsidiary, whichever is later.

The gas purchasing rules and capacity brokering program,
when implemented, will require a decrease in the volume of
Canadian gas purchased from A&S’s producers and will require
the restructuring of the Company’s gas supply arrangements
to reflect the altered gas market for the Company. A&S currently
* has commitments to purchase minimum quantities of gas under
various contracts which extend through 2005. A&S has com-
menced negotiations to restructure its contracts with gas
* producers to change its obligations. If compensation is paid to
producers as a result of restructuring, the Company would
expect to apply for rate recovery of restructuring costs. Recovery
of such costs would be subject to review through the federal
and state regulatory processes. In connection with the current
CPUC reasonableness proceeding, the CPUC’s Division of
Ratepayer Advocates has recommended that recovery of such
costs not be allowed. However, the CPUC deferred consideration
_ of that issue until a future reasonableness proceeding.

Other gas maltters As discussed above, A&S must restructure
its commitments to purchase minimum quantities of gas from
Canadian producers as a result of revised regulations initiated by
the CPUC. As discussed in Note 2 of the Notes to Consolidated
Financial Statements, three Canadian gas producers have filed
lawsuits against the Company claiming damages in the aggregate
of at least $420 million (Canadian) for the alleged failure of

~ A&S to meet its minimum contractual obligations in 1991 and
the anticipated failure of A&S to meet those obligations through
2005. The CPUC is reviewing the reasonableness of Canadian
gas costs for the test years 1988 through 1990. An intervenor

~ has asserted that the Company overpaid for such costs by up

to $670 million. The Company currently is unable to estimate
the ultimate outcome of these matters or predict whether

such outcome would have a significant adverse impact on the

.Company’ financial position or results of operations.

Rate changes Effective January 1, 1992, the CPUC granted
PG&E an increase in electric and gas rates of approximately -
$159 million and $84 million, respectively. The electric and gas
rate increases are primarily due to general increases in operat-
ing expenses resulting from inflation, and a higher rate base on
which PG&E is allowed to earn a return. In addition, rates in-
creased for the tax-deductible funding of postretirement benefits
other than pensions. (See Note 7 of the Notes to Consolidated

" Financial Statements. ) These amounts are based on a 12.65%

utility return on common stock equity authorized by the CPUC
for 1992, a decrease from the 12.9% authorized for 1991.

In November 1991, PG&E filed its 1993 GRC application
requesting an increase in base revenues to become effective
January 1, 1993. The total requested increase, after adjusting

* for changes in base rates as a result of the 1992 ARA, will be

$595 million. This amount consists of $476 million and $119
million for electric and gas revenues, respectively.

Helms As discussed in Note 10 of the Notes to Consolidated
Financial Statements, the Company provided a reserve of approx-
imately $64 million against its investment in Helms as a result
of an adverse decision in 1990 in the water conduit rupture _
litigation. The remaining net unrecovered costs and revenues
related to Helms are approximately $110 million. The Company
believes that it is uncertain whether, and to what extent, any

of the remaining costs and revenues will be recovered through
the ratemaking process.

New accounting standards  Statement of Financial Accounting
Standards (SFAS) No. 96, 4 ccounting for Income Taxes, and
SFAS No. 106, Employers’ Accounting for Postretirement Benefits
Other Than Pensions, established new financial accounting
standards which must be adopted by 1993. Due to expected future
regulatory treatment, adoption of SFAS No. 96 should not have
‘a significant impact on the Company’s results of operations and

NET CASH PROVIDED
BY OPERATIONS

In billions
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF CONSOLIDATED
RESULTS OF OPERATIONS AND FINANCIAL CONDITION (Continued)

Pacific Gas and Electrw Company

‘adoption of SFAS No. 106 should not have a significant impact
on the Company’s financial position or results of operations.
(See Note 8 and Note 7, respectively, of the Notes to Consol-
idated Financial Statements. )

[ L1quidity and Capital Resources |

Capital requirements The Company’s three-year projection
of capital requirements is shown below:

1992 1993 1994

In millions

Utility $1,552 $1,878 $1, 903

PGT- PG&E pipeline expansmn* 908 642 -

Diablo Canyon 125 118 126

Enterprises 189 168 254
Total capital expenditures 2,774 2,806 2,304

Maturing debt and sinking funds 138 415 234
Total capital requirements $2,912 $3,221 $2,538

*Estimated costs for PGT’s portion of the project are 3458 in 1992, $339 in 1993,
and $11 in 1994. The pending sale of PGT is discussed below and if completed
would reduce the expenditures for the pipeline expansion significantly.

Utility expenditures primarily will be for replacing, modern-
izing and expanding the Company’s facilities. Utility and pipeline
expansion expenditures include the allowance for funds used
during construction.

Enterprises’ actual capital expenditures may vary significantly
depending on the availability of attractive investment opportu-
nities. These expenditures include oil and gas exploration and
development costs and Enterprises’ equity share of generating
facilities.

PGT-PG&E pipeline expansion project PG&E and PGT have
proposed to expand PGT’s Alberta-California pipeline and
PG&E’s transmission facilities in California to provide additional
natural gas from Canada to customers in California and the

Pacific Northwest. The CPUC has approved the California portion

of this project, and the FERC has approved the interstate portion.

The CPUC authorization included a $736 million cost cap
for the California portion, which represents the maximum cost
determined by the CPUC to be reasonable and prudent based
on an estimate of the anticipated construction costs. The CPUC
also accepted the Company’s proposal to escalate these costs
to 1994. The Company currently estimates that the escalated
cost of the California portion will be $821 million and intends
to apply for rate recovery of the increased amount.

The FERC approval reduced PGT’s return on equity to
10.13% and will increase it to 12.5% when PGT can demonstrate
that neither its rates or transportation policies, nor those of -
PG&E, are unduly dlscnmmatory with respect to interstate/
intrastate access.

In response to the above issues related to interstate/intrastate
access, the CPUC has accelerated its reexamination of the
project’s rate design and access issues. Hearings concluded in
late December, and a CPUC decision is expected in Spring 1992.

At December 31, 1991, the Company’s investment in the
project was approximately $116 million. In addition, the Company
has a project construction contract which contains cancellation
cost provisions. Construction is scheduled to be completed in
late 1993 at an escalated cost of $1.7 billion.

Pending sule and acquisition In September 1991, the
Company signed an agreement in principle to sell all of the shares
of PGT, including PGT’s 49.98% interest in Alberta Natural

‘Gas Company Ltd (ANG) to TransCanada PipeLines Limited of

Calgary, Alberta. Assuming the sale closes in the second half

- of 1992, the total purchase price for PGT, including its ANG

holding and excluding debt, is estimated at between $350 million
and $450 million, depending on a number of adjustments such
as contingent future payments and reimbursement of expend-
itures on the PGT portion of the PGT-PG&E pipeline expansion
project discussed above. Completion of the sale is subject to
resolution of a number of outstanding issues. The Company
intends to own and operate the California portion of the PGT-
PG&E pipeline expansion project, which comprises approxi-
mately 50% of the total project investment.

In addition, the Company is assessing its continued owner-
ship of A&S and is in discussion with a company to determine its
interest in purchasing A&S.

In December 1991, PG&E Resources Company, a wholly
owned subsidiary of Enterprises, acquired all the capital stock of
TEX/CON 0il & Gas Company, an oil and gas exploratlon and

production company, for $389 million.

Common stock repurchase program  PG&E has a program
to repurchase its common stock, on the open market or in
negotiated transactions, primarily to offset new shares issued
through PG&E’s Dividend Reinvestment Plan and employee
Savings Fund Plan. In 1990, the Board of Directors authorized
PG&E to repurchase $1.25 billion of common stock. PG&E
repurchased $338 million in 1991 and $455 million in 1990.
In 1990, PG&E also repurchased approximately $60 million

of its common stock which was used in the acquisition of a
nonregulated business.

Sources of capital Internally generated cash flows and exter-
nal financings will continue to supply capital. In 1991, cash
proceeds from long-term debt and common stock issued were
$739 million and $271 million, respectively. Common stock
is issued through PG&E’s Dividend Reinvestment Plan and
employee Savings Fund Plan.

PG&LKE’s authorized utility capital structure for 1992 is46.75%
common equity, 5.75% preferred stock and 47.50% long-term

22
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debt. Authorized return on utility rate base for 1992 is 10.76%.
The Company’s capital structure helps provide financial
flexibility and access to capital markets at reasonable rates.
Actual consolidated capitalization ratios for the Company at
December 31 were: ' ‘

1991 1990

Common equity 45%  45%
Preferred stock 6 7
Long-term debt 49 48

Total capitalization 100%  100%

PG&F’s bond indenture permits issuance of mortgage bonds up
to an amount approved by the Board of Directors and the CPUC.
At December 31, 1991, PG&E had $6.6 billion outstanding in
mortgage bonds and may issue, subject to regulatory approval,
up to $3.4 billion more. To reduce financing costs, PG&E
reacquired $119 million in 1991 and $273 million in 1990 of certain
high-cost mortgage bonds. PG&E also reacquired $89 million
in 1991 and $26 million in 1990 of preferred stock.

In 1991, PG&E issued $400 million of mortgage bonds and
$352 million of medium-term notes. Proceeds from these bonds
and notes were applied to construction expenditures and to the
redemption, repayment or retirement of debt or preferred stock.

In January 1992, the Board of Directors authorized PG&E
to reacquire up to $1.3 billion of certain high-cost mortgage
bonds to reduce financing costs.

The Company issues short-term debt ( principally commercial
paper) for interim construction financing and for fluctuations
in general working capital. Short-term debt also has helped fund
fuel oil, nuclear fuel and gas inventories, advances to gas
producers, and unrecovered balances in balancing accounts. The
Company must use external financing when balancing account
revenues are undercollected, as in 1990 and 1991., until the
revenues, plus interest, are received in rates. The Company’s
short-term borrowings were $1.01 billion at December 31, 1991.

PG&E has $850 million in long-term revolving credit facilities
with various banks to support the sale of commercial paper
and for other corporate purposes. These include two facilities
totaling $100 million executed by PG&E in January 1992. Pacific
Energy Fuels Company, a wholly owned subsidiary, has a $250
million, long-term revolving credit facility with various banks to
support its commercial paper issued to finance the purchase
of nuclear fuel. PGT has a $200 million, 364-day revolving credit
facility with various banks to support the construction of the
PGT-PG&E pipeline expansion project and for other corporate
purposes.

At December 31, 1991, the Company had unused credit
facilities of $1.27 billion, including those mentioned above.

Environmental matiers  The Company is subject to an increas:
ing number of laws and regulations designed to protect the

environment by imposing stringent controls with regard to
planning and construction, land use, air and water pollution and
hazardous waste management activities. These laws and regu-
lativns affect future planning and existing operations, including
environmental cleanup activities. '

The Company’s projected expenditures for environmental
protection are subject to periodic review and revision to reflect
changing technology and evolving regulatory requirements.
Capital expenditures to protect or repair the environment are
currently estimated to be approximately $70 million, $98
million and $197 million for 1992, 1993 and 1994, respectively,
and are included in the Company’s three-year projection of
capital requirements shown above. Expenditures during this
period will be primarily for nitrogen oxide (NOx ) emission
reduction projects. For the 1993-1995 GRC filing period, PG&E
is estimating plant additions of approximately $475 million
for NOx control projects. PG&E’s environmental capital expen-
ditures are recovered through base rates and PG&E anticipates
that this will continue.

The Company assesses on an ongoing basis measures that
may need to be taken to comply with requirements related to
environmental cleanup activities and has recorded a liability at
December 31, 1991 of approximately $71 million for estimated
overall cleanup costs. (See Note 10 of the Notes to Consolidated
Financial Statements. )

To the extent that environmental cleanup costs are not
recovered through insurance or by other means, the Company
will apply for rate recovery of such costs through special
environmental ratemaking procedures established by the CPUC,
and expects that most prudently incurred environmental
remediation costs will be recovered through rates. The Company
has recorded a regulatory asset at December 31, 1991 of
approximately $62 million representing the minimum amount
of accrued environmental cleanup costs expected to be recovered
under the current ratemaking mechanism. Due to expected
regulatory treatment, the Company believes that the level of
cleanup costs will not have a significant impact on its financial
position or results of operations.
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—| REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS |

Pacific Gas and Electric Company

To the Shareholders and the Board of Directors of Pacific Gas
and Electric Company:

We have audited the accompanying consolidated balance sheet
and the statement of consolidated capitalization of Pacific Gas
and Electric Company (a California corporation ) and subsidiaries
as of December 31, 1991 and 1990, and the related statements
.of consolidated income, cash flows, common stock equity and
preferred stock, and the schedule of consolidated segment infor-
mation for each of the three years in the period ended December
31, 1991. These financial statements are the responsibility of
the Company's management. Our responsibility is to express an
opinion on these financial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we plan
“and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstate-
ment. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial state-
ments. An audit also includes assessing the accounting principles
. used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.
In our opinion, the consolidated financial statements and
schedule of consolidated segment information referred to above
present fairly, in all material respects, the financial position
of Pacific Gas and Electric Company and subsidiaries as of
- December 31, 1991 and 1990, and the results of their operations
and cash flows for each of the three years in the period ended

December 31, 1991 in conformity with generally accepted
accounting principles.

As discussed in Note 2 to the consolidated financial state-
ments, Alberta and Southern Gas Co. Ltd. (A&S),a wholly owned
subsidiary of the Company, has commitments to purchase mini-

'mum quantities of gas from certain Canadian producers. Three of

these producers have filed lawsuits against the Company for
the alleged failure of A&S to meet its minimum contractual obli-
gations in 1991. Revised regulations initiated by the California
Public Utilities Commission (CPUC) will require the Company
to reduce its Canadian gas purchases and to negotiate restruc-
tured gas supply arrangements. The CPUC is reviewing the
reasonableness of Canadian gas costs for test years 1988 through
1990. The Company currently is unable to estimate the ultimate
outcome of these natural gas matters or predict whether such
outcome would have a significant adverse impact on the Com-
pany’s financial position or results of operations.

As discussed in Note 10 to the consolidated financial state-
ments, the Company provided a reserve of approximately $64
million against its investment in Helms as a result of an adverse
decision in 1990 in the water conduit rupture litigation. The
remaining net unrecovered costs and revenues related to Helms
are approximately $110 million. The Company believes that it is
uncertain whether, and to what extent, any of the remaining costs
and revenues will be recovered through the ratemaking process.

ARTHUR ANDERSEN & CO.
San Francisco, California

January 29, 1992

RESPONSIBILITY FOR FINANCIAL STATEMENTS J

Pacific Gas and Electric Company

The responsibility for the integrity of the financial information
included in this annual report rests with management. Such
information has been prepared in accordance with generally
accepted accounting principles appropriate in the circumstances,
and is based on the Company’s best estimates and judgments
after giving consideration to materiality.

PG&E maintains systems of internal accounting controls
supported by formal policies and procedures which are commu-
nicated throughout the Company. These controls are adequate
to provide reasonable assurance that assets are safeguarded
from loss or unauthorized use and to produce the records neces-
sary for the preparation of financial information. There are
limits inherent in all systems of internal control, based on the
recognition that the costs of such systems should not exceed
the benefits to be derived. The Company believes its systems
provide this appropriate balance. In addition, the Company’s
internal auditors perform audits and evaluate the adequacy of
and the adherence to these controls, policies and procedures.

Arthur Andersen & Co., the Company's independent public
accountants, considered the Company’s systems of internal

accounting controls and have conducted other tests as they
deemed necessary to support their opinion on the consolidated
financial statements. Their auditors’ report contains an inde-
pendent informed judgment as to the fairness, in all material
respects, of the Company’s reported results of operations and
financial position.

In a further attempt to assure objectivity and remove bias,
the financial data contained in this report have been reviewed
by the Audit Committee of the Board of Directors. The Audit
Committee is composed of five outside directors who meet regu-
larly with management, the corporate internal auditors and
Arthur Andersen & Co., jointly and separately, to review internal

‘accounting controls and auditing and financial reporting matters.

The Company maintains high standards in selecting, training
and developing personnel to ensure that management’s objectives
of maintaining strong, effective internal controls and unbiased,
uniform reporting standards are attained. The Company believes
its policies and procedures provide reasonable assurance that
operations are conducted in conformity with applicable laws -
and with its commitment to a high standard of business conduct.
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STATEMENT OF CONSOLIDATED INCOM;}

Pacific Gas and Electric Company

Years ended December 31 11991 1990 1989
In thousands, except per share amounts
OPERATING REVENUES ’
Electric $7,368,640 $7,036,071  $6,216,050
Gas 2,409,479 2,434,021 2,372,214
Total operating revenues . 9,778,119 9,4-70,092 8,588,264
OPERATING EXPENSES .
Cost of electric energy 2,318,179 2,233,879 1,755,955
Cost of gas 960,208 1,168464 1,181,772
Transmission 195,642 180,157 161,996
Distribution 208,881 195,352 199,972
Customer accounts and services - 372,088 345,194 329,756
Administrative and general 875,878 794,368 698,544
Maintenance 525,220 404,154 372,845
Depreciation and decommissioning 1,140,877 1,046,417 1,000,316
Income taxes 863,089 856,401 724,718
Property and other taxes 288,610 278,231 270,573
Other , 316,368 261,339 269,259
Total operating expenses 8,065,040 7,763,956 6,965,706
OPERATING INCOME 1,713,079 1,706,136 1,622,558
OTHER INCOME AND (INCOME DEDUCTIONS) -
Allowance for equity funds used during construction 24,543 24,585 25,200
Interest income 94,161 127,375 131,250
Other —net (23,909) (67,023) (43,530)
Total other income and (income deductions) 94,795 84,937 ‘112,920
INCOME BEFORE INTEREST EXPENSE 1,807,874 1,791,073 1,735,478
INVEREST EXPENSE
Interest on long-term debt 697,185 699,849 733,776
Other interest charges 101,871 126,745 119,335
Allowance for borrowed funds used during construction (17,574) (22,601) (18,261)
Net interest expense 781482 803903 834,850
NET INCOME 1,026,392 987,170 900,628
Preferred dividend requirement 89,595 98,001 101,079
EARNINGS AVAILABLE FOR COMMON STGCK $ 936,797 $ 889,160 $ 799,549
WEIGHTED AVERAGE COMRMON SHARES OUTSTANDING 417,965 423;759 420,940
EARNINGS PER COMMON SHARE $2.24 $2.10 $1.90
DIVIDENDS DECLARED PER COMMON SHARE $1.64 $1.52 $1.40

The accompanying Notes to Consolidated Financial Statements are an integral part of this statemend.
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| CONSOLIDATED BALANCE SHEET |-

Pacific Gas and Electric Company

December 31 1991 1990
In thousands
ASSETS
PLANT IN SERVICE (at original cost)
Electric
Non-nuclear $15,497,597 $14,488,016
Diablo Canyon 5,860,468 5,756,471
Gas 5,073,997 4,643,315
Total plant in service 26,432,062 24,887,802
Accumulated depreciation and decommissioning (9,472,581) (8,467,350)
Net plant in service 16,959,481 16,420,452
CONSTRUCTION WORK IN PROGRESS . 711,509 655,202.
OTHER NONCURRENT ASSETS
Advances to gas producers 46,095 118,674
Decommissioning and other funds held by trustee 384,369 297,115
Oil and gas properties ' 632,811 255,146
Investments and other assets 241,715 224,933
Total other noncurrent assets 1,304,990 895,868
CURRENT ASSETS
Cash and cash equivalents 97,280 101,207
Accounts receivable
Customers 1,311,646 1,246,972
~ Other 255,468 251,053
Allowance for uncollectible accounts (16,677) (16,664)
Regulatory balancing accounts receivable 555,955 758,356
Inventories ) :
Fuel oil 158,725 132,698
Nuclear fuel 99,470 114,630
Gas stored underground 186,861 186,922
Materials and supplies 225,107 228,473
Prepayments 39,443 62,295
Total current assets 2,913,278 3,065,942
DEFERRED CHARGES '
Regulatory assets 348,453 282,189
Unamortized project costs 33,942 62,167
Workers’ compensation and disability claims recoverable 140,340 . 134,579
Unamortized loss net of gain on reacquired debt 245,772 245,133
Other —net . 242,905 196,865
Total deferred charges 1,011,412 - 920,933
TOTAL ASSETS $22,900,670  $21,958,397

The accompanying Notes to Consolidated Financial Statements are an integral part of this statement.
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| CONSOLIDATED BALANCE SHEET | —

Pacific Gas and Electric Company

December 31 ‘ 1991 1990
In thousands .

CAPITALIZATION AND LIABILITIES

CAPITALIZATION )
Common stock . . “$ 2,087,859 $ 2,101,095
Additional paid-in capital . 3,287,313 3,170,890
Reinvested earnings 7 2,306,152 2,234,227
Common stock equity : 7,681,324 7,506,2 12
Preferred stock without mandatory redemption provision _ 894,897 983,961
Preferred stock with mandatory redemption provision 92,010 116,888
Long-term debt 8,249,300 7,785,521
Total capitalization 16,917,531 16,392,582
NONCURRENT LIABILITIES
Customer advances for construction 185,586 180,996
Workers’ compensation and disability claims 142,800 136,300
Other ‘ 205,200 134,038
Total noncurrent liabilities 533,586 451,334
CURRENT LIABILITIES
Short-term borrowings ' 1,009,911 1,024,189
Accounts payable
Trade creditors 678,352 537,052
Other . v 325,679 294,734
.| Accrued taxes 109,062 73,085
Deferred income taxes 276,654 341,437
Long-term debt and preferred stock 138,033 106,353
Interest payable 83,491 71,086
Dividends payable ‘ 171,159 159,860
Amounts due customers 102,104 106,657
Other , 201,113 180,987
Total current liabilities - 3,095,558 2,895,440
DEFERRED CREDITS
Deferred investment tax credits 497,752 516,176
Deferred income taxes : 1,642,004 1,498,421
Other ' 214,239 204,444
Total deferred credits 2,353,995 2,219,041

COMMITMENTS AND CONTINGENCIES (Notes 2,9 and 10)
TOTAL CAPITALIZATION AND LIABILITIES ' $22,900,670  $21,958,397
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| STATEMENT OF CONSOLIDATED CASH FLOWS |—

Pacific Gas and Electric Company

Years ended December 31 1991 1990 1989
In thousands
CASH FLOWS FROM OPERATIONS
Net income $ 1,026,392 $ 987,170 $ 900,628
Adjustments to reconcile net income to net cash provided ‘
by operating activities
Depreciation and decommissioning 1,140,877 1,046,417 1,000,316
Amortization 31,061 31,572 83,374
Deferred taxes 78,800 161,326 84,057
Allowance for equity funds used during construction (24,543) (24,585) (25,200)
Advances to gas producers v + 72,579 104,991 56,668
Change in operating assets and liabilities
Accounts receivable (69,076) 318 (15,044)
Regulatory balancing accounts 202,401 2,588 (124,455)
Accounts payable 172,245 9,211 141,591
Accrued taxes 35,977 55,703 (6,289)
Other working capital 29,344 (6,911) 117,541
Other—net 29,020 4,782 69,375
Net cash provided by operations 2,725,077 2,372,582 2,282,562
INVESTING ACTIVITIES
Construction expenditures (1,753,609) (1,494,503) (1,404,991)
Allowance for borrowed funds used during construction (17,574) (22,691) (18,261)
Purchase of subsidiary (388,662) — —
Nonregulated expenditures (117,847) (139,624 ) (43,915)
Other —net 33,156 (6,564) 118,913
Net cash used in investing activities (2,244,536)  (1,663,382) | 1,348,254)
FINANCING ACTIVITIES .
Common stock issued 271,482 260,963 334,988
Common stock repurchased (337,969) (515,028) —
Preferred stock redeemed (123,667 (53,093) (25,390)
Long-term debt issued 738,649 376,172 316,379
Long-term debt matured or reacquired (196,664) (357,270) (249,357)
Long-term debt purchased for sinking fund (at cost) (66,556) (54,565) (67,531)
Short-term debt issued (redeemed )—net (14,278) 396,457 {230,500)
Capital lease payments (1,737) (1,304) (356,911)
Dividends paid (765,543)  (731,903)  (688,126)
Other —net 11,815 4,800 1,952
Net cash used in financing activities (484,468) (674,771) (964,496)
NET CHANGE. IN CASH AND CASH EQUIVALENTS (3,927) 34,429 (30,188)
CASH AND CASH EQUIVALENTS AT JANUARY 1 101,207 66,778 96,966
CASH AND CASH EQUIVALENTS AT DECEMBER 31 $ 97280 $ 101,207 $ 66,778
Supplemental disclosures of cash flow information
Cash paid during the year for: .
~ Interest $ 723968 $ 743,336 $ 772,492
Income taxes $ 768,097 $ 567,994 $ 535,486

The accompanying Notes to Consolidated Financial Statements are an integral part of this statement.

28

Material Redacted

GTR0052302



AND PREFERRED STOCK

STATEMENT OF CONSOLIDATED COMMON STOCK EQUITY

Pacific Gas and Electric Compan);

Preferred Preferred
stock stock
 without with
Additional Common mandatory mandatory
Common paid-in Reinvested stock redemption redemption
stock capital earnings  equity provision provision®
In thousands, except shares o
Balance, December 31, 1968 $2,057,216  $2,874,279 $1,978,432 $6,909,927 $1,010,195 - $180,000
Net income —1989 900,628 900,628
Common stock sold '
- (17,546,940 shares ) 87,735 247,253 " 334,988
Preferred stock redeemed
(252,450 shares) © 51 (196) (145) (25,245)
Cash dividends declared
Preferred stock (101,560)  (101,560)
Common stock (590,626)  (590,626)
Foreign currency
translation adjustment 2,181 2,181
Balance, December 31, 1989 .2,144951  3,121,583.- 2,188,859 7,455,393 1,010,195 154,755
Net income —1990 987,170 - 987,170
Common stock sold
(14,255,467 shares) 71,277 249,998 321,275
Common stock repurchased : A
(23,026,622 shares) (115,133)  (199,255) (200,640) (515,028)
Preferred stock redeemed
(1,301,842 shares) (1,436) (178) (1,614) (26,234) (25,245)
Cash dividends declared
Preferred stack (98,829) (98,829)
Common stock (643,319)  (643,319)
Foreign currency
translation adjustment 1,164 1,164
Balance, December 31, 1990 2,101,095 3,170,890 2,234,227 7,506,212 083,961 129,510
Net income—1991 1,026,392 1,026,392
Common stock sold :
(10,263,302 shares) 51,317 220,165 271,482
Common stock repurchased '
(12,910,487 shares) (64,553) (98,455)  (174.961)  (337,969)
Preferred stock redeemed :
(3,811,325 shares) (5,287) (4,438) (9,725) (89,064) (24.878)
Cash dividends declared '
Preferred stock (91,501) (91,501)
Common stock (685,341) (685,341)
Foreign currency '
translation adjustment 1,774 1,774
BALANCE, DECEMBER 31,1991  $2,087.859 $3,287,313 $2,306,152 $7,681,324 $ 894,897 $104,632

- *Includes current portion.

The accompanying Notes to Consolidated Financial Statements are an integral part of this statement.
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| STATEMENT OF CONSOLIDATED CAPITALIZATION '

Pacific Gas and Electric Company

December 31 1991 1990
In thousands, except percentages and shares
Common stock, par value $5 per share (authorized 800, 000,000

shares, issued and outstanding at December 31, 1991:

417,571,826; 1990: 420,219,011) ' $ 2,087,859 $ 2,101,095
Additional paid-in capital - 3,287,313 3,170,890
Reinvested earnings 2,306,152 2,234,227

COMMON STOCK EQUITY 7,681,324  45% 7,506,212 45%
Preferred stock without mandatory redemption provision S

Par value $25 per share (authorized 75,000,000 shares)

Nonredeemable

5% to 6% — 5,784,825 shares outstanding 144,621 144,621

Redeemable

4.36% to 8.2% — 13,534,959 shares outstanding 338,373 338,373

9% 10 10.46% —16,476,092 and 20,038,642 shares outstanding 411,903 500,967

ﬁ 894,897 983,961
Preferred stock with mandatory redemption provision
Par value $100 per share (authorized 10,000,000 shares)
9% and 10.17% —1,046,325 and 1,295,100 shares outstanding 104,632 129,510
TOTAL PREFERRED STOCK 999.529 6% 1,113,471 7%
Less preferred stock—current portion 12,622 12,622
PREFERRED STOCK IN TOTAL CAPITALIZATION 986,907 1,100,849
Pacific Gas and Electric Company '
First and refunding mortgage bonds

Maturity Interest rates

1991—-1996 4.25% to 13% 762,310 811,406

1997—2016 4.625% to 8.125% 1,380,130 1,380,130

2001—2024 8.2% to 8.875% 2,009,983 1,609,983

1997—2023 9% to 9.95% 1,595,350 1,691,750

20112020 10% to 12.75% 810,457 896,588
Principal amounts outstanding 6,558,230 6,389,857
Unamortized discount net of premium (92,201) (89,172)
Total mortgage bonds 6,466,029 6,300,685
Unsecured debentures, 10.81% to 12%, due 1994 —2000 221,538 221,538
Pollution control loan agreements, variable rates, due 2008—2016 925,000 925,000
Medium-term notes, 5.7% to 10.1%, due 1991—2011 590,850 240,050
Unamortized discount related to medium-term notes 2,577 (1,008)
Other long-term debt 28,002. 29,946

Total PG&E long-term debt 8,228,842 7,716,121

Long-term debt of subsidiaries 145,869 _ 163,131
TOTAL LONG-TERM DEBT OF PG&E AND SUBSIDIARIES 8,374,711 49% 7,879,252 48%

{ Less long-term debt—current portion 125,411 93,731

LONG-TERM DEBT IN TOTAL CAPITALIZATION 8,249,300 7,785,521

TOTAL CAPITALIZATION $16,917,531 $16,392,582

The accompanying Notes to Consolidated Financial Statements are an integral part of this statement.
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—| SCHEDULE OF CONSOLIDATED SEGMENT INFORMATION |

Pacific Gas and Electric Company

Intersegment
Years ended December 31 Electric - Gas eliminations Total
| In thousands
1991
Operating revenues $ 7,368,640 $2,409,479 $ 9,778,119
Intersegment revenues (@ 15043 541,963  $(557,006) —
TOTAL OPERATING REVENUES $ 7,383,683 $2,951,442 $(557,006) $ 9,778,119
DEPRECIATION AND DECOMMISSIONING $ 843,768 $ 297,109 $ 1,140,877
OPERATING INCOME BEFORE INCOME TAXES (*) $ 2,271,571 $ 304,597 $ 2,576,168
CONSTRUCTION EXPENDITURES (¢ $ 1,192,570 $ 603,156 $ 1,795,726
' Identifiable assets (c) ' $17,259,755 $4,947,101 $22,206,856
Corporate assets 693,814
TOTAL ASSETS $22,900,670
1990
Operating revenues $ 7,036,071 $2,434,021 $ 9,470,092
Intersegment revenues (@) 13,823 734,271  $(748,094) —
Total operating revenues $ 7,049,894 $3,168,292 §(748,094) $ 9,470,092
Depreciation and decommissioning $ 799,214 $ 247,203 $ 1,046,417
Operating income before income taxes (6) $ 2,288,965 - $ 273,572 $ 2,562,537
Construction expenditures () $ 1,079,098 $ 462,681 $ 1,541,779
Identifiable assets(® $16,936,713 $4,318,541 $ 21,255,254
Corporate assets 703,143
Total assets $ 21,958,397
1989
Operating revenues $ 6,216,050 $2,372,214 $ 8,588,264
| Intersegment revenues(® 12,463 670,011 _$(682,474) -
Total operating revenues $ 6,228,513 $3,042,225 $(682,474) $ 8,588,264
Depreciation_ and decommissioning $ 753,488 $ 246,828 $ 1,000,316
Opera_ting income before income taxes (®) $ 2,000,884 $ 247,392 $ 2.347,276
Construction expenditures (c) $ 1,016,707 $ 431,745 $ 1,448,452
Identifiable assets (¢ $16,479,807 $4,182,397 $ 20,662,204
Corporate assets 689,766
Total assets $21,351,970

(a) Intersegment electric and gas revenues are accounted for at tariff rates prescribed by the CPUC.

(b) Income taxes and general corporate expenses are allocated in accordance with the FERC Uniform System of Accounts
and requirements of the CPUC. Operating income in the Statement of Consolidated Income is net of income taxes.

(¢) Includes an allocation of common plant in service and AFUDC.

' The accompanying Notes to Consolidated Financial Statements are an integral part of this schedule.

Material Redacted

GTR0052305



— NOTES TO CONSOLIDATED FINANCIAL STATEMENTS | —

Pacific Gas and Electric Company
For years ended December 31, 1991, 1990 and 1989

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Accounting records  The accounting records of Pacific Gas
and Electric Company (PG&E) are kept in accordance with the
Uniform System of Accounts prescribed by the Federal Energy -
Regulatory Commission (FERC) and adopted by the California

Public Utilities Commission (CPUC).

Principles of consolidation The consolidated financial state-
ments include PG&E and its wholly owned and majority-owned
subsidiaries (the Company ). All significant intercompany trans-
actions have been eliminated.

Major subsidiaries are: Pacific Gas Transmission Company
(PGT)—transports natural gas in the Pacific Northwest and
sells natural gas to PG&E at the California border; Alberta
and Southern Gas Co. Ltd. (A&S)—buys gas in Canada and
arranges transport to the U.S. border; Pacific Energy Fuels
Company (PEFCO)—finances the purchase of nuclear fuel
through issuance of its commercial paper; PG&E Enterprises
(Enterprises )—parent company for the nonregulated subsidi-
aries of PG&E, including PG&E Resources Company (PG&E
Resources ) which engages in exploration, development and
production of oil and natural gas.

Alberta Natural Gas Company Ltd (ANG), a 49.98%-owned
affiliate of PGT, owns and operates a pipeline in British Columbia,
which transports natural gas for A&S to the U.S. border. The
investment in ANG is accounted for by the equlty method
of accounting.

Revenues Revenues are recorded primarily for deliveries of gas
and electric energy to customers. These revenues give rise

to receivables from a diversified base of customers including
residential, commercial and industrial customers in Northern
and Central California.

Sales adjustment balancing accounts accumulate differences
between authorized and actual base revenues. Energy cost
balancing accounts accumulate differences between recorded
costs of gas and electric energy and the revenue designated for
recovery of such costs. Recovery of gas and electric energy costs
through these balancing accounts is subject to a CPUC deter-
mination that such costs were incurred reasonably. (See Note
2.) These balancing accounts are recorded to the extent that
future rate recovery from customers, or refunds to customers,

are probable.

Plant in service  The costs of plant additions, including replace-
ments of plant retired, are capitalized. Costs include labor,
material, construction overheads and an allowance for funds used

during construction (AFUDC). AFUDC is the cost of debt and
equity funds used to finance the construction of new facilities.
Financing costs of capital additions for the Diablo Canyon
Nuclear Power Plant (Diablo Canyon) are calculated under
Statement of Financial Accounting Standards (SFAS) No. 34,
Capitalization of Interest Cost, since Diablo Canyon'is not
on a cost-based ratemaking basis. (See Note 3.) The original
cost of utility plant retired plus removal costs less salvage are
charged to accumulated depreciation. Property maintenance,
repairs and minor replacements and additions are charged to
maintenance expense.

Depreciation and decommissioning For financial reporting
purposes, depreciation of plant in service is computed using a
straight-line remaining-life method. For federal and state income
tax purposes, the most liberal depreciation methods allowed

by federal and state tax law generally are used.

The estimated cost of decommissioning the Company s nuclear
power facilities is recovered in base rates through an annual
allowance charged to expense. The estimated total obligations
for decommissioning costs are approximately $973 million in
1991 dollars. This estimate includes a contingency factor for
possible changes in regulatory requirements and waste disposal
cost increases. )

As of December 31, 1991, approximately $376 million had .
been accumulated in external trust funds to be used for the
decommissioning of the Company’s nuclear facilities. Funds may
not be released from the trusts until authorized by the CPUC.

Income tuxes PG&E files a consolidated federal income tax
return that includes domestic subsidiaries in which its ownership
is 80% or more. Income tax expense includes the current and
deferred income tax expense resulting from operations during
the year. Deferred income tax expense is provided on most

of the major timing differences between financial statement and
income tax reporting, to the extent permitted for ratemaking
purposes. These timing differences are itemized in the deferred
tax section of Note 8. Although the tax effects of most major
timing differences are deferred, others are recorded currently.
Timing differences for which there are no deferred taxes include
certain capitalized overheads, percentage repair allowances,
excess depreciation for state purposes, and removal costs and
federal tax depreciation on property acquired prior to 1981.
At December 31, 1991, the cumulative net amount of these
differences was $1.5 billion for federal purposes and $2 billion
for state purposes. The Company expects to recover the tax
effects of these timing differences in future rates. Investment
tax credits are deferred and amortized to income over the life
of the related property.

Debt premium, disconnt and related expense  Long-term debt
premium, discount and expense are amortized over the life
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of each issue. Gains and losses on reacquired debt are amortized
over the remaining original lives of debt reacquired, consistent
with ratemaking. Gains and losses on reacquired debt allocated
to Diablo Canyon are recognized in income.

Inventories  Nuclear fuel inventory is stated at the lower of
cost or market. Amortization of fuel in the reactor is based on
the amount of energy output.
~ Asrequired by federal law, the U.S. Department of Energy

(DOE) is responsible for the future storage and disposal of
spent nuclear fuel. The cost of these activities is funded
through a one-tenth of one cent fee on each kilowatthour
(kwh) generated by all nuclear power plants. This fee is pald
quarterly to DOE.

Other inventories are valued at average cost except for fuel

oil, which is valued by the last-in first-out (LIFO) method.

Oil and gas properties PG&E Resources uses the successful
efforts method of accounting for oil and gas properties.

Statement of consolidated cash flows Cash and cash equiva-
lents include special deposits, working funds and short-term
investments (at cost which approximates market).

Noncash investing activities include the exchange of PG&E
common stock valued at approximately $60 million for the
acquisition of a nonregulated business, in 1990.

Reclassifications  Prior years’ amounts in the consolidated
financial statements have been reclassified where necessary to
conform to the 1991 presentation.

NATURAL GAS MATTERS

Nutural gas purchase obligations A&S, the Company’s
independent Canadian gas purchasing subsidiary, currently has
commitments to purchase minimum quantities of gas from.
Canadian producers under various contracts which extend
through 2005. Under these contracts, A&S is committed to
take a minimum contract quantity which varies based on a
number of factors, including purchases made by PGT from
A&S, fixed volume contracts, sales made by A&S within Canada,
and total supply contracted to A&S. At present, with PG&E’s
current gas market requirements, A&S’s aggregate minimum
contract quantity slightly exceeds PG&E's requirements,
even taking into consideration sales made by A&S within

Canada. A&S is authorized to export to the U.S. approximately '

374 billion cubic feet per year, or about 1,023 million cubic feet
per day (mmcf/d). The contract prices are renegotiated on an
annual basis. The base contract prices for the three seasonal

pricing periods within the current contract year, which began
August 1, 1991, range from approximately $1.30 per thousand
cubic feet (mcf) to approximately $1.75 per mef.

A new gas purchasing program, initiated by the CPUC, went
into effect in August 1991. The Company is prohibited from
purchasing for noncore customers (industrial and commercial
customers that meet certain size limitations) in a portfolio
separate from the core customers. During an interim period,
originally scheduled to be in effect until August 1994, noncore
customers may choose to negotiate directly with producers for
gas supplies which the Company will purchase under existing
contractual arrangements for service via the Company’s trans-
mission system from Canada and under newly executed contracts
for service via the Company’s southern transmission system.,
The program during the interim period is limited to 250 mmef/d
of Canadian gas supply and 200 mmcf/d of Southwest gas supply.
The Canadian portion of the access agreement provides A&S
exclusive rights to sell to noncore customers up to 250 mmcf/d.
During this interim period, the noncore customers’ gas pur-
chases from producers under contract with A&S will help satisfy
A&S’s minimum contractual obligations. In addition, the
Company’s electric department may purchase only 65% of its
forecasted gas demand from the core portfolio until implement-
ation of the new capacity brokering program discussed below.
The remainder of the electric department’s supply must be pur-
chased under contracts separate from those for the core portfolio.

In November 1991, the CPUC issued a decision in its capacity
brokering proceeding which established a targeted implemen-
tation date of October 1992, or when the FERC allows capacity
brokering on PGT, whichever is later. The capacity brokering
decision provides for significant changes in the natural gas
industry in California, especially regarding access to Canadian
gas supplies for noncore customers and the purchasing and
transporting of gas for the Company’s electric department.
Capacity brokering is a way of allocating pipeline capacity
whereby noncore customers and other shippers attain rights
to firm interstate pipeline transportation capacity held by the
local gas distribution utilities. Under capacity brokering, the
utilities assign their existing rights to noncore shippers for a
specified period. There is an existing FERC rulemaking which
will decide whether unused interstate transportation capacity
will be allocated by the local distribution utilities or the inter-
state pipelines. The current FERC proposal is not consistent -
with the CPUC’ approach in that the FERC proposal provides
that the interstate pipelines allocate unused capacity.

The gas purchasing rules and capacity brokering program,
when implemented, will require a decrease in the volume of
Canadian gas purchased from A&S’s producers and will require
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the restructuring of the Company’s gas supply arrangements

to reflect the Company’s altered gas market. As part of the new
rules, the Company’s electric department will not have a
preference to firm interstate capacity as compared to other non-
core customers. However, the program provides for a transition
period during which the electric department will be permitted to
elect core subscription service for up to certain decreasing

percentages of its average annual loads. Beginning in the fifth .

year of the program, the electric department will not be allowed
to purchase core subscription service, and instead will compete
with other noncore customers to obtain transportation services.
A&S has commenced negotiations to restructure its contracts
~ with gas producers to reduce its obligations. In 1991, A&S
presented a proposal to its Canadian producers to establish
guidelines and a time schedule to negotiate restructured gas
supply arrangements. The A&S proposal provides that the rights
and obligations under the existing contracts are issues to be
negotiated, including compensation, if appropriate. The Company
would expect to apply for rate recovery of compensation
amounts paid. Recovery of such amounts would be subject to
review through the federal and state regulatory processes. In
connection with the current CPUC reasonableness proceeding,
the CPUC’s Division of Ratepayer Advocates (DRA) has
recommended that recovery of such amounts not be allowed.
However, the CPUC deferred consideration of that issue until
a future reasonableness proceeding.

Natural gas purchase contracts litigation In 1991, three
Canadian producers filed lawsuits against the Company claiming
damages in the aggregate of at least $420 million (Canadian).
All three producers seek damages resulting from the alleged
failure of A&S to meet its minimum and reasonably expected
contractual gas purchase obligations for the 1990-1991 contract
year, and two producers seek damages for the anticipated failure
of A&S to meet those obligations through 2005. The lawsuits
also seek to restrain A&S from purchasing certain other gas in the
1991-1992 contract year until its minimum purchase obligations
are met to these producers. _

The shortfall associated with these producers’ supply contracts
represents approximately 66% of the total 1990-1991 contract
year shortfall resulting from the aggregate A&S gas purchase
obligations discussed above. It is possible that other gas producers
will pursue claims against A&S for failure to take minimum
quantities of gas during the 1990-1991 contract year. As a result
of the CPUC’s regulatory changes discussed above, it is expected
that the purchases by A&S for the 1991-1992 contract year will
be lower than those in the 1990-1991 contract year since,
among other causes, the Company’s electric department may
. now purchase only up to 65% of its forecasted demand through
the Company’s core portfolio. '

Reasonableness proceedings Recovery ofgas and electric
energy costs through the Company’s regulatory balancing
account mechanisms is subject to a CPUC determination that
such costs were incurred reasonably. Under the current
regulatory framework, annual reasonableness proceedings are

- conducted by the CPUC on a historic test year basis.

In July 1991, the CPUC issued a decision which concluded
that the electric system operations of the Company were
reasonable in 1989, but deferred consideration of the reason-
ableness of gas system costs and certain gas-related electric
system costs. In an earlier decision affecting the 1988 test year,
the CPUC deferred consideration of the reasonableness of all

gas system costs pénding completion of an investigation by the

DRA of the Company’s gas purchasing activities. Those issues
have been consolidated with the CPUC's review of the reason-
ableness of gas and electric system costs for the 1989 and 1990
test years.

In September 1991, the DRA released its recommendation
in connection with the Company’s Canadian gas purchasing
activities during the three open test years. The DRA recommends
that the Company refund approximately $410 million based
on its contention that the Company should have purchased
50% of its Canadian supplies on the spot market instead of
through almost totally relying on long-term contracts. The DRA
also noted that the Company purchases electric energy when
it'is cheaper than its incremental fossil generation costs, which

" it argued would have been lower if cheaper Canadian gas

supplies had been used. The DRA indicated that it did not
address at this time issues related to certain contracts with
Southwestern gas producers. Using a different theory than the
DRA, an intervenor has asserted that the Company overpaid for
Canadian gas in the range between $540 million to $670 million.

In addition, the DRA has recommended a disallowance of
$37 million related to gas inventory operations. The DRA
contends that the Company should have withdrawn excess gas
from storage in the winter of 1989-1990 and December 1990
rather than burning fuel oil, which on an accounting basis was
more expensive. ' _

The DRA is a consumer advocacy branch of the CPUC staff,
and its recommendations do not constitute a CPUC decision.
The CPUC can accept all, part or none of the DRA’s recommen-
dations. The Company believes that its gas purchasing activities
during the three open test years were prudent and will vigorously
contest the DRA’s recommendations. Hearings are scheduled
for the second quarter of 1992.

Financial impact As a result of the litigation and gas contract
restructuring discussed above, the Company reserved its entire
$18 million equity investment in A&S in 1991. The Company
currently is unable to estimate the ultimate outcome of these
natural gas matters or predict whether such outcome would have
a significant adverse impact on the Company’s financial position
or results of operations.
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DIABLO CANYON

Rate case settlement  The Diablo Canyon rate case settlement,
effective July 1988, bases revenues for the plant primarily on
the amount of electricity generated, rather than on traditional
cost-based ratemaking. In approving the settlement, the
CPUC explicitly affirmed that Diablo Canyon costs and operations
no longer should be subject to CPUC reasonableness reviews.
The CPUC cannot bind future commissions in fixing rates for
Diablo Canyon, but to the extent permitted by law intends
that this decision remain in effect for the full term of the
settlement, ending 2016.

The settlement provides that certain Diablo Canyon regulatory
costs aggregating $1.056 billion after tax will be recovered
over the term of the settlement, including a full return, through
base rates. The related revenues to recover these costs are
included in Diablo Canyon revenues for reporting purposes.
Other than these and decommissioning costs, Diablo Canyon
no longer meets the criteria for application of SFAS No. 71,
Accounting for the Effects of Certain Types of Regulation.
Consequently, application of this statement was discontinued for
Diablo Canyon effective July 1988.

Fricing The price per kwh consists of a fixed component and
an escalating component. The total prices for 1989 through 1991
were 8.34 cents, 8.93 cents and 9.6 cents per kwh, effective
January 1. Total prices for the years 1992 through 1994, effective
January 1 of each year, are 10.34 cents, 11.16 cents and 11.89 cents
per kwh. For 1995 through 2016, the escalating component

will be adjusted by a factor related to inflation. During the first
700 hours of full-power operation for each unit during the peak

" period (10 a.m. to 10 p.m. on weekdays in June through
September), the price is 130% of the stated amount to encourage
the Company to utilize the plant during the peak period.
Beginning in January of each year, during the first 700 hours

of full-power operation for each unit outside the peak period,
the price is 70% of the stated amount. At all other times, the
price is 100% of the stated amount.

PREFERRED STOCK

Nonredeemable preferred stock ($25 par) consists of a 5%, a
5.5% and a 6% series, which have rights to annual dividends per
share of $1.25, $1.375 and $1.50, respectively. '
Redeemable preferred stock without mandatory redemption
provision ( $25 par ) is subject to redemption, in whole or in part,

if PG&E pays the specified redemption price plus accumulated

.and unpaid dividends to the redemption date. Per share

information is:

Series Annual dividend Redemption price
4.36% to 8.2% $1.09 to $2.05 $25.75 to $28.125
9% to 10.28% $2.25 10 $2.57 $25.85 to $28.50

Preferred stock with mandatory redemption provision ($100
par ) consists of a 9% and a 10.17% series, each entitled to a
sinking fund providing for the retirement of stock outstanding at
$100 per share plus accumulated and unpaid dividends. The
total redemption cost, excluding any accumulated and unpaid
dividends, for each of the years 1992 through 1996 is $13 million.

In addition to sinking fund retirements, the 9% series,
and after August 14, 1993, the 10.17% series, may be redeemed
at PG&E'’s option for $100 per share plus accumulated and
unpaid dividends and a redemption premium under specified
circumstances.

PG&E reacquired $89 million and $26 million of its preferred
stock in 1991 and 1990, respectively. Dividend rates on the
reacquired preferred stock ranged from 9.3% to 10.46%.

Preferred stock dividends are cumulative. All shares of
preferred stock have equal preference in dividend and liquidation
rights. Upon liquidation or dissolution of PG&E, holders of
the preferred stock would receive the par value of such shares
plus all accumulated and unpaid dividends, as specified for
the class and series.

"LONG-TERM DEBT

Mortgage bonds The first and refunding mortgage bonds
of PG&E are issued in series, bear annual interest rates ranging
from 4.25% to 13% and mature from 1992 to 2024. Additional
bonds may be issued up to a maximum total outstanding of
$10 billion, assuming compliance with indenture covenants

for earnings coverage and property available as security. The
indenture requires that net earnings not including depreciation
and interest be equal to or greater than 1.75 times the annual
interest charges on PG&E’s mortgage bonds outstanding. The
Board of Directors of PG&E may increase the amount authorized,

" subject to CPUC approval. All real properties and substantially

all personal properties are subject to the lien of the indenture.
PG&E is required by the indenture to make semi-annual
sinking fund payments on February 1 and August 1 of each year
for the retirement of the bonds. The payments equal 1% of 1% of
the aggregate bonded indebtedness outstanding on the preceding
November 30 and May 31, respectively. Bonds of any series,
with certain exceptions, may be used to satisfy this requirement.
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In addition, holders of Series 84D bonds maturing in 2017 have
an option to redeem their bonds in 1995.

PG&E reacquired $119 million and $273 million of certain
high-cost mortgage bonds in 1991 and 1990, respectively. Interest
rates on the bonds ranged from 10% to 12.75%. -

- In April 1991, PG&E issued $200 million of Series 91A
mortgage bonds at 8.8%, to mature in May 2024. In May 1991,
PG&E issued $200 million of Series 91B mortgage bonds at
8.875%, to mature in July 2024. Proceeds from these bonds were
applied to construction expenditures and to the redemption,
repayment ‘or retirement of debt or preferred stock.

In January 1992, the Board of Directors authorized PG&E to
reacquire up to $1.3 billion of certain high-cost mortgage bonds

. toreduce ﬁnancmg costs.

Pollution control loan agreements PG&E has loans totaling
$925 million from an agency of the State of California to finance
air and water pollution control, and sewage and solid waste dis-
posal facilities. Interest rates on the loans vary depending

on whether the loans are in a daily, weekly, commercial paper
or fixed rate mode. Conversions from one mode to another take
place at PG&E'’s option. Average annual interest rates on these
loans for 1991 ranged from 4.3% to 4.5%. These loans are
subject to redemption by the holder on demand under certain
circumstances. PG&E’s obligations for such demands are
secured by irrevocable letters of credit which can be drawn on
at anytime until 1997. Any borrowings resulting from use of
the letters of credit would mature in 1997. PG&E has additional
loans with the agency totaling $423 million with interest rates
ranging from 6.25% to 8.875% and maturities from 2007 to 2018.
These loans are secured by PG&E's mortgage bonds.

Medium-term notes PG&E had $591 million of unsecured
medium-term notes outstanding at December 31, 1991, with
interest rates ranging from 5.7% to 10.1% and maturities from
1992 to 2011. During 199), PG&E issued $352 million of medium-
term notes. Proceeds from these notes were applied to con-
struction expenditures and to the redemption, repayment or
retirement of debt or preferred stock.

Repayment schedule For the years 1992 through 1996, the
Company’s combined aggregate amount of debt maturing and
sinking fund requirements, at December 31, 1991, is $125 million,
$402 million, $221 million, $461 million, and $404 million.

SHORT-TERM BORROWINGS

Short-term borrowings are principally commercial paper with
weighted average interest rates of 5.2% and 8.6% at December
31,1991 and 1990, respectively. The usual maturity for commer-
cial paper is 10 to 90 days.

PG&E has $850 million in revolving credit facilities with
various banks to support the sale of commercial paper and for
other corporate purposes. These include two facilities totaling
$100 million executed by PG&E in January 1992. PEFCO has a
$250 million revolving credit facility with various banks to
support its commercial paper issued to finance the purchase of
nuclear fuel. PG&E guarantees PEFCO’s credit facility and
commercial paper. These credit facilities expire in 1994; however,
they may be extended annually for additional one-year periods
upon mutual agreement between the Company and the banks.
The Company is in compliance with all covenants associated
with the facilities. At December 31, 1991 and 1990, there were
no borrowings outstanding against the credit facilities.

In July 1991, PGT entered into a $200 million revolving
credit facility agreement with various banks to support the
construction of the PGT-PG&E pipeline expansion project and
for other corporate purposes. PGT is in compliance with all
covenants associated with the facility. The facility, which is
guaranteed by PG&E, expires in July 1992. At December 31,
1991, PGT had $30 million outstanding against the facility.

PG&E has executed guarantees to assume liabilities not to
exceed $350 million on A&S commercial paper and a standby
bank line of credit to finance advances to gas producers, which
were $46 million and $119 million at December 31, 1991 and
1990, respectively.

RETIREMENT PLAN AND OTHER
POSTRETIREMENT BENEFITS

Retirement Plan  The Company provides a noncontributory
defined benefit retirement plan covering substantially all
employees. The retirement benefits are based on years of service
and the employee’s base salary. The Company’s funding policy
is to contribute each year not more than the maximum amount
deductible for federal income tax purposes and not less than
the minimum contribution required under the Employee Retire-
ment Income Security Act of 1974. The cost of this plan was
charged to expense and plant in service.

Net pension cost, using the projected unit credit actuarial
cost method, was:

1991 1990 1989

In thousands

Service cust for benefits
earned
Interest cost on praojected

$ 112940 § 112552 $ 90,735

benefit obligation 238,153 232,263 215,993
Actual (return) loss on '

plan assets (774,445) 63.205  (552,393)
Net amortization and deferral 552,775 (292,147) 349,742

$ 129423 $ 115873 $ 104,077

Net pension cost
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The increase in net pension cost in 1991 compared to 1990
is due in part to a plan amendment made by the Company at
year-end 1990.

Net pension cost is calculated using expected return on plan
assets. The difference between actual and expected return on .
plan assets is included in net amortization and deferral and is
considered in the determination of future pension cost.

- In1991 and 1989, actual returns on plan assets exceeded
‘expected returns, whereas in 1990, the Retirement Plan experi-
enced a negative investment return on plan assets.

" The expected long-term rate of return on plan assets used in
determining pension cost was 8% for 1991 and 1990, and 8.5%
for 1989.

In conformity with accounting for rate-regulated enterprises,
regulatory adjustments have been recorded in the income state-
ment and balance sheet for the difference between utility
pension cost determined for accounting purposes and that for
ratemaking, which is based on a contribution approach.

The plan’s funded status was:

December 31 1991 1990
In thousands
Actuarial present value of projected
benefit obligations
Vested benefits $2,530,262  $2,249,931
Nonvested benefits 174,143 143,613
Accumulated benefit obligation 2,704,405 2,393,544
Effect of projected future
compensation increases 808,219 764,333
Projected benefit obligation 3,512,624 3,157,877
Plan assets at market value 3,728,174 3,005,383
Projected benefit obligation (less than)

- in excess of plan assets (215,550) 152,494
Unrecognized prior service cost (76,432) (82,592)
Unrecognized net gain 507,889 121,623
Unrecognized net obligation (149,743)  (161,723)
Accrued pension liability $ 66,164 $ 29802

Assumptions used to calculate the projected benefit obligation
to determine the plan’s funded status were:

1991 1990

Weighted-average discount rate 7.0% 7.5%
Average rate of projected future

compensation increases 6.0% 6.5%

Plan assets are composed primarily of common stocks, fixed-
income securities and real estate investments. The unrecognized
prior service cost is being amortized over approximately 16
years, beginning in 1991. The unrecognized net obligation is being
amortizéd over approximately 18 years, beginning in 1987.
Pension benefits for management employees are based on
final three years’ average pay. For nonmanagement employees,

effective January 1991, pension benefits automatically are based

" on the most current pay. This éhange does not affect the pro-

jected benefit obligation or pension cost since increases in pay
-were anticipated by the Company.

Savings Fund Plan The Company sponsors a defined contri-
bution plan to which employees with at least one year of service

‘may make contributions. Employees may contribute up to 14

percent of their covered compensation on a pre-tax or after-tax
basis. Pre-tax employee contributions and, effective January
1991, after-tax employee contributions, up to a maximum of 6
‘percent of covered compensation are eligible for matching
Company contributions at specified rates. The cost of Company
contributions was charged to expense and plant in service and
totaled $33 million, $29.8 million and $28.8 million for 1991,
1990 and 1989, respectively.

Other postretirement benefits The Company provides health
care benefits for retired employees and their eligible dependents.
The cost, based on benefits paid, totaled $16.5 million, $15.6
million and $15 million for 1991, 1990 and 1989, respectively.
The cost of health care benefits was charged to expense and plant
in service. ‘

The Company also provides life insurance benefits for retired
employees. This benefit is provided through an insurance
company at a cost based on total current claims paid plus
administrative fees. A life insurance plan available to certain
management employees uses the same actuarial funding method
and assumptions as the Retirement Plan. The annual contribu-
tion is the normal cost plus the amortization of the unfunded
actuarial liability. The cost of providing life insurance benefits

was charged to expense and plant in service and totaled $2.8
million for 1991 and $2.6 million for 1990 and 1989.

- New accounting standard In December 1990, the Financial
. Accounting Standards Board issued SFAS No. 106, Employers’

Accounting Jor Postretirement Benefits Other Than Pensions, which
establishes accounting and reporting standards for such benefits.
The new standard requires accrual of the expected cost of these
benefits during the employees’ years of service. The Company
currently recognizes these costs as they are paid or funded,
which is consistent with current ratemaking. The assumptions
and calculations involved in determining the SFAS No. 106
accrual closely paraliel perision accounting requirements.

The Company is required to adopt the new standard no later

than 1993 and may recognize the transition obligation immedi-
ately or prospectively. The Company expects to adopt the new
standard effective 1993 and to amortize the transition obligation
at that date to expense over 20 years. Based on a preliminary
valuation by actuaries in 1991, the accumulated benefit obli-
gation for the postretirement medical and life insurance plans
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at January 1, 1993, measured in accordance with the new
standard, is approximately $1.2 billion. The incremental expense
above pay-as-you-go amounts in 1993, calculated in accordance
with the new standard, is approximately $160 million. The actual
obligation and expense in 1993 could differ significantly due

to changes in health care cost trends, interest rates and the plans.
Due to expected future regulatory treatment, adoption should
not have a significant impact on the Company s financial position
or results of operations.

PG&E and other California utilities currently are participat-
ing in an investigation before the CPUC on the ratemaking
effects of the new accounting standard on utilities. In July 1991,
the CPUC authorizéd rate recovery of tax-deductible funding
for 1991 and 1992. In December 1991, PG&E began funding post-
- retirement medical benefits with a $72.7 million contribution
_ to two independent trusts. The utility portion of the cost was
charged to expense and plant in service. The CPUC’ decision
with respect to ratemaking for postretirement benefits other than
. pensions in 1993 and beyond is expected in 1992,

INCOME TAXES

The current and deferred components of income tax expense
were:

1991 1990 1989

In thousands
Current ) ‘

Federal $589,713 $555,186 $457,014

State 201,445 185,015 139,975

Total current 791,158 740,201 596,989

Deferred — federal and state :

Regulatory balancingaccounts ~ (86,682)  (11,031) 78,445

Depreciation 161,937 191,899 95,414

Contributions in aid of

construction (13,375) (23,902) (27,708)
Unbilled revenues - 3,828  (39,999)
State tax deductions 3,076 29,020  (20,173)
Other — net 13,844 (28,488)  (2,322)

Total deferred ) 78,800 161,326 84,057

Investment tax credits — net (18424) (19,880) (11,161)

$851,534 $881,647 $669,885

Total income tax expense

Classification of income taxes
Included in operating expenses
Included in other — net

$863,089 $856,401 $724,718
(11,555) 25,246  (54,833)
$851,534 $881,647 $669,885

Total income tax expense

The differences between reported income taxes and amounts
determined on income before income tax expense by applying
the federal statutory rate were:

1991 1990 1989

In thousands

Expected federal income
tax expense at statutory - o
rate . "$ 638495 § 635,398 § 533,974
Increase (decrease) in . .
income tax expense
resulting from:
Investment and other

tax credits (18,424) (21,499)  (24,547)
State income tax (net of
federal benefit) 134,568 173,206 . 96,225

Depreciation and related
timing differences not

101,098 95,678 89,780

deferred
AFUDC _ (15,055) (20,410) (14,629)
Helms reserve . - 17,105 —
Other —net 10,852 2,169 (10,918)
Total income tax i
expense $ 851,534 $ 881,647 $ 669,885

Income before income
tax expense

$1,877,926 $1,868,817 $1,570,513

Effective tax rate (total
income tax expense/

income before income
tax expense) - 45.3% 47.2% 42.7%

SFAS No. 96, Accounting for Income Taxes, issued in December
1987, established new financial accounting standards for income
taxes. The Company currently is evaluating the accounting,
regulatory and financial implications of SFAS No.96, which must
be adopted by 1993. The Company estimates that both consoli-
dated assets and liabilities will increase by two to three billion
dollars upon adoption, as the result of recording additional
deferred taxes and the related regulatory assets. Due to expected
future regulatory treatment, adoption should not have a signif-
icant impact on the Company’s results of operations.

COMMITMENTS

Capital projects Capital expenditures for 1992 are estimated
to be approximately $2.8 billion, consisting of $1.6 billion for
utility expenditures, $908 million for the PGT-PG&E pipeline
expansion project, $125 million for Diablo Canyon and $189
million for nonregulated investments. Utility and pipeline
expansion expenditures include AFUDC.

At December 31, 1991, Enterprises had commitments to make
capital contributions for its equity share of generating facility -
projects. The contributions, payable upon commercial operation
of the projects, are estimated to be $30 million and $50 mllhon
in 1993 and 1994, respectlvely
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Qualifying facilitics (QFs) Under the Public Utility Regula-
“tory Policy Act of 1978, the Company is required to purchase
. energy and capacity produced by QFs. The CPUC established a
series of power purchase agreements which set the applicable
terms, conditions and price options. The QF must meet certain
performance obligations, depending on the contract, prior to
receiving capacity payments. The total cost of both energy and
capacity payments to QFs is recoverable in rates.
Payments to QF's are expected to vary in future years. The
amount of energy received from QFs and the total energy and
capacity payments made under these agreements were:

1991 19%0 1989
In millions
Kwh received 19,127 17,010 - 12,975
Energy payments $970 . $873 $602
Capacity payments $450 $374  $255

rrigation districts and water agencies  The Company has
contracts with various irrigation districts and water agencies to
purchase hydroelectric power. The contracts expire on various
dates from 2004 to 2031. Under these contracts, the Company
must make specified monthly or semi-annual minimum pay-
ments whether or not any energy is supplied, subject to the
provider’s retention of FERC authorization. Additional variable
payments for operation and maintenance costs incurred by the
providers also are required to be made under the contracts. The
total cost of these payments is recoverable in rates. At December
31,1991, the future minimum payments under the contracts
were $33 million for each of the years 1992 through 1996 and
$544 million for periods thereafter. Total payments under
these contracts were $47 million, $45 million and $47 million in
1991, 1990 and 1989, respectively.

Western Area Power Administration (WAPA) energy agree-
raeni  The Company has an agreement with WAPA to purchase
energy from them and resell it to them upon their request.

The energy under contract has been purchased by the Company
from WAPA at favorable prices based on WAPA'’s cost of gen-
eration. That energy must be sold back to WAPA at a price
equal to the Company’s current thermal production cost at the
time of delivery to WAPA less the Company’s savings that resulted
from the purchases at the lower WAPA prices.

The contract will expire in 2005. At December 31, 1991, the
cust to the Company to return the amount of energy currently
available to WAPA was approximately $274 million, assuming
WAPA requests the return of all the energy prior to the contract’s
expiration date. However, such cost represents a return of the
benefits the Company received through its purchases from
WAPA, which were passed on to ratepayers at that time. The
Company believes it is entitled to recover in rates costs of

energy resold to WAPA.

Stock Option Plan The Company has a Stock Option Plan
(Plan) to grant to key management employees stock options with
or without associated stock appreciation rights (SARs), and
dividend equivalents.

A total of 1.5 million shares of PG&E’s common stock has
been authorized for award under the Plan. Costs associated with
the Plan are not recoverable in rates.

At December 31, 1991, stock options on 1,055,835 shares,
granted at stock option prices ranging from $16.75 to $26.63,
were outstandinig. Option prices are the market price per share
on the date of grant.

Outstanding stock options expire ten years and one day after
the date of grant, and become exercisable on a cumulative basis
at one-third each year commencing two years from the date
of grant. Stock options also become exercisable within certain
time limitations upon retirement, disability or death.

In 1991, stock options and SARs on 37,835 shares were
exercised at option prices ranging from $16.75 to $26.63. At
December 31, 1991, stock options on 200,598 shares were
exercisable.

CONTINGENCIES

Helms Pumped Storage Plant (Helmms)  The completion of
Helms was delayed due to a water conduit rupture in 1982 and
various start-up problems related to the plant’s generators.
Helms became commercially operable in 1984.

The total cost of the plant at December 31, 1991 was $967
million, of which $769 million has been allowed in rate base and
$22 million was disallowed by the CPUC in 1985. In 1990, as a
result of an adverse decision in the litigation with USX Corpo-
ration in which the jury found that the Company’s negligence was
the proximate cause of the water conduit rupture, the Company
reserved approximately $64 million for the costs (after adjust-
ment for depreciation ) attributable to the conduit rupture.

The remaining $85 million (after adjustment for depreciation)
is not in rate base and therefore is not earning a return on
investment. The Company sought recovery of the majority of
these costs through litigation with Westinghouse Electric

. Corporation ( Westinghouse ) for costs attributable to the prob-

lems with the generators. The Company also sought from
Westinghouse recovery of the revenues lost during the time
that Helms was out of service for the modification and repair
of the generators. These revenues and related recorded interest
amounted to $55 million.

In 1991, the Company and Westinghouse entered into a
comprehensive settlement agreement to resolve the Helms litiga-
tion. Under the terms of the agreement, Westinghouse agreed to
reduce the costs of goods and services purchased in the future
by credits with a net present value of $30 million. Excluding
the costs of the water conduit rupture already reserved and the
$30 million settlement from Westinghouse, the remaining
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]l NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) Ir

Pacific Gas and Electric Company

unrecovered costs of Helms (after adjustment for depreciation)
and revenues discussed above amount to approximately $110
million. The unrecovered Helms costs include approximately

$18 million of construction expenditures not attributable to

the problems with the generators. The Company has filed an
application for rate recovery of the remaining unrecovered Helms
costs and lost revenues.

The CPUC indicated in a 1985 rate decision that should the

" Company seek recovery in rates of expenditures related to the

problems with the plant’s generators, it will bear a heavy burden
of proof in establishing their reasonableness. The CPUC also
declined in 1985 to include in rates the revenues recorded during
the time Helms was out of service for the modification and
repair of the generators.

The Company believes that it is uncertain whether, and to
what extent, any of the remaining costs and revenues will be
recovered through the ratemaking process.

Nuclear insurance PG&E is a member of Nuclear Mutual
Limited (NML) and Nuclear Electric Insurance Limited ( NEIL
I and II). If the nuclear plant of a member utility is damaged

or increased costs for replacement power are incurred duetoa
prolonged accidental outage, PG&E may be subject to maximum
assessments of $21 million (property damage) or $8 million
(business interruption ), in each case per policy period, if losses
exceed premiums, reserves and other resources of NML, NEIL I
or NEILII.

The federal government has enacted laws that require all
utilities with nuclear generating facilities to share in payment for
claims resulting from a nuclear incident. The Price- Anderson
Act limits industry liability for third-party claims resulting from
any nuclear incident to $7.4 billion per incident. Coverage
of the first $200 million is provided by private insurance. If a
nuclear incident results in public liability claims in excess of
$200 million, PG&E may be assessed up to $126 million per
incident, with payments in each year limited to a maximum of
$20 million per incident. If additional funds are needed to satisfy
public liability claims and legal costs arising from any nuclear
incident, PG&E can be assessed an additional $6.3 million.

Geothermal steam contracts litigation  In 1987, two lawsuits
were filed against the Company relating to contracts for sale of

. geothermal steam to the Company for use at The Geysers Power

Plant (The Geysers). In total, the lawsuits claimed damages in
excess of $120 million for breaches of contract. The Company
had filed a cross-complaint requesting damages in excess of
$57 million.

In 1991, Unocal and the Company signed a settlement agree- -
ment and new steam sales agreement to settle litigation between
them. The agreements become effective upon receipt of certain
regulatory approvals. Under the settlement, Unocal would pay
the Company $43 million for costs the Company incurred for a.
plant that was never built because of insufficient steam, and

* the Company would pay Unocal $13 million in settlement of

Unocal’s claim that the steam price was improperly calculated.
All other claims of both parties would be dismissed.

Settlement has not been reached with Thermal Power
Company. Thermal has a 25% interest in the properties operated
by Unocal at The Geysers and has joined in Unocal’s lawsuit.
The trial currently is scheduled to begin in February 1992. The
Company is contesting the lawsuits vigorously.

The Company expects to apply for rate recovery of any
amounts paid pursuant to the settlement agreement with Unocal
and believes that the ultimate outcome of this matter would
not have a significant impact on its financial position or results

of operations.

Environmental matters The Company assesses on an ongoing
basis measures that may need to be taken, principally at retired
manufactured gas plant sites and gas compressor stations, to
comply with laws and regulations related to environmental
cleanup activities. Although the overall costs of these measures
are difficult to estimate due to uncertainty about the extent

of environmental risks and the Company’s responsibility, the
complexity of environmental laws and regulations, and the
selection of alternative compliance approaches, the Company
has recorded a liability at December 31, 1991 of approximately
$71 million for estimated overall cleanup costs.

To the extent that environmental cleanup costs are not
recovered through insurance or by other means, the Company
will apply for rate recovery of such costs through special environ-
mental ratemaking procedures established by the CPUC and.
expects that most prudently incurred environmental remedia-
tion costs will be recovered through rates. The Company has
recorded a regulatory asset at December 31, 1991 of approximately
$62 million representing the minimum amount of accrued
environmental cleanup costs expected to be recovered under the
current ratemaking mechanism. Due to expected regulatory
treatment, the Company believes that the ultimate outcome of
these matters would not have a significant impact on its
financial position or results of operations.
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| QUARTERLY CONSOLIDATED FINANCIAL DATA (Unaudicd) |

Pacific Gas and Electric Company

Quarterly financial data for the four quarters of 1991 and 1990
are shown below. Due to the seasonal riature of the utility busi-
ness and the scheduled refueling outages for Diablo Canyon,
operating revenues, operating income, and nct income are not
generated evenly by quarter during the year.

The Company’s common stock is traded on the New York,

Pacific, London, Amsterdam, Basel and Ziirich stock exchanges.

There were approximately 261,000 common shareholders of
record at December 31, 1991. Dividends are paid on a quarterly

basis, and there are no significant restrictions on the present
ability of the Company to pay dividends. In the first quarter of
1991, ANG wrote off its investment in a magnesium metal
production facility project in Alberta, Canada. As a result, the

- Company’s earnings decreased approximately $26 million after

tax. In the second quarter of 1990, the Company’s earnings
decreased approximately $66 million after tax due to an adverse
decision in the Helms Pumped Storage Plant water conduit
rupture litigation and to related settlement costs.

4th 3rd 2nd Ist

In thousands, except per share amounts

1991
Operating revenues
Operating income
Net income
Earnings per common share
Dividends declared per common share
Common stock price per share
High
Low

1990
Operating revenues
Operating income
Net income
Earnings per common share
Dividends-declared per common share
Common stock price per share
High
Low

$2,635,012  $2,520,341  $2,351,887  $2,270,879
'$ 405,592 $ 494483 $ 474487 $ 338517
$ 246889 $ 334597 $ 305543 $ 139363
$ 54§ 5% $ 67§ 28*

41 $ 41§ 41§ 41

$
$ 3263 $ 2925 $ 2738 $ 2625
$ 2863 $ 2463 $ 2475 $  24.00

$2,452,026  $2,597,650  $2,172,601  $2,247815
$ 390,566 $ 548,285 $ 389,530 $ 377,755

$ 216364 $ 394,181 $ 166,213 $ 210412
$ 46 8 88 8 33 8 A43*
$ 38 % 38 8 38 8 .38
$ 2563 $ 2325 § 2350 22.88

$
21.00 2113 $  20.00

i

20.00

<R
e

*Includes Diablo Canyon scheduled refueling outage.
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Pacific Cas and Electric Company

Years ended December 31 1991 1990 1989 1988
ELECTRIC STATISTICS*
Net area output (millions of kwh) 88,727 92,103 94,155 91,575
Net area output — percent ' .

Hydroelectric plants 8.2% 8.3% 11.5% 9.3%

Thermal electric plants (excluding nuclear) 32.6 34.5 359 42.3

Nuclear plants 17.0 17.7 - 16.8 12.5

Other producers 42.2 39.5 35.8 35.9
Total 100.0% 100.0% 100.0% 100.0%
Area capability —mw (at annual peak) A

Hydroelectric plants (adverse conditions) 3,881 3,877 3,895 3,875

Thermal electric plants (excluding nuclear) 8,936 8,936 8,995 8,995

Nuclear plants ' 2,160 2,160 2,160 2,160

Other producers 7,762 6,967 8,194 8,917
Total _ 22,739 21,940 23,244 23,947
Net area peak demand—mw 16,630 17,400 17,623 18,490
Reserves capacity margin at peak— percent 9.1% 10.3% 8.8% 7.8%
Annual load factor —percent 99.2% 60.4% 61.0% 56.7%
Average annual residential consumption—kwh 6,421 6,443 6,463 6,537
Average residential revenue per kwh 11.60¢ 10.41¢ 9.69¢ 8.64¢
Average annual residential bill - $745 $671 $626 $565
Total customers (at year-end) 4,257,000 4,197,000 4,110,000 4,027,000
Plant investment per customer $3,445 $3,443 $3,474 $3,520
Customers per mile of distribution line 414 41.2 40.8 40.3
GAS STATISTICS .
Gas purchased for U.S. operations (thousands of mcf) 612,175 737,302 756,222 745,606
Source of gas purchased — percent v

From California 11.9% 10.6% 11.7% 15.8%

From other states "32.8 375 39.2 33.0

From Canada 55.3 51.9 49.1 51.2
Total 100.0% 100.0% 100.0% 100.0%
Average cost of gas purchased per mcf ( U.S. operations)

From California $2.00 $2.04 $1.83 $1.69

From other states $2.68 $2.81 $2.58 $2.47

From Canada $2.12 $2.19 $2.36 $1.88

Average $2.29 $2.40 $2.38 $2.05

Peak day sendout—mmecf 3,559 4,063 3,430 3,524
Average annual residential consumption —mcf 64.0 64.0 67.0 64.0
Average residential revenue per mcf $5.82 $5.58 $5.28 $4.77
Average annual residential bill $374 $355 $352 $305
Total customers (at year-end) 3,500,000 3,450,000 3,372,000 3,300,000
Plant investment per customer $893 $748 $705 $665
Customers per mile of distribution main 100.3 100.5 100.4 100.1
MISCELLANEOUS STATISTICS
Customers served per employee 290 292 286 275
Depreciation and amortization as a percent of '

average depreciable plant

Electric 3.7% 3.6% 3.6% 3.6%

Gas . - 4.6% 4.6% 5.3% 5.3%

PG&E composite (includes common plant in service) 4.1% 4.0% 4.0% 4.0%
*Beginning in 1990, load and capability figures exclude entities which are no longer integrated with PG&E.
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1987 1986 1985 1984 1983 1982 1981
88,444 . 84,633 85,398 84,227 78,879 78,399 80,606
10.2% 17.4% ' 13.3% 17.9% © 22.9% 19.9% - 13.2%
38.2 28.7 40.2 36.8 289 31.7 48.8
15.8 14.5 7.6 3 — —_ —
35.8 39.4 389 45.0 48.2 48.4 38.0
100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
3,938 3,875 3,913 3,.723 2,658 2,518 2,517
. 9,070 9,171 8,039 8,926 8,023 8,699 8,815
. 2,164 2,152 1,073 — — — —_
6,554 6,978 6,866 7,561 7,617 6,673 8,732
21,726 22,176 20,791 20,210 19,198 17,890 20,064
16,202 15,439 16,507 16,225 15,156 13,907 15,542
19.3% 25.7% -11.6% 6.2% 8.8% 9.6% 5.9%
62.3% 62.6% 59.1% 99.1% 59.4% 64.4% 59.2%
6,489 6,343 - 6,533 6,557 6,386 6,252 6,489
7.80¢ 7.82¢ - .7.88¢ 6.75¢ 6.03¢ 7.33¢ 5.77¢
$506 $496 $515 $443 $385 $458 $374
3,951,000 3,855,000 3,761,000 3,686,000 3,594,000 3,546,000 3,515,000
$3,565 $3,592 $3,407 $3,157 $2,847 $2,554 $2,310
40.0 39.5 38.8 38.3 39.4 39.1 39.2
681,421 586,135 778,318 690,455 621,539 698,166 835,684
18.3% 24.4% 21.9% 24.0% - 23.1% 18.2% 19.5%
27.7 33.7 39.3 42.4 36.9 45.4 49.2
54.0 41.9 38.8 33.6 40.0 36.4 31.3
100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
$1.71 $2.20 $2.88 $3.60 $3.40 $3.09 $2.60
$2.16 $2.58 $3.61 $3.98 C$4.02 $3.54 $2.57
$1.87 $2.26 $3.14 $4.21 $4.49 $5.14 $4.86
$1.92 $2.36 $3.27 $3.96 $4.07 $4.04 $3.29
3,530 3,107 3,603 3,205 3,025 3,133 3,144
66.0 64.6 75.1 69.6 73.0 78.3 72.7
$4.55 $4.75 $5.38 $5.43 $4.84 $4.39 $3.91
$300 $307 $404 $378 $353 $344 $284
3,245,000 3,158,000 3,083,000 3,021,000 2,949,000 2,915,000 2,897,000
$631 $595 $555 $500 $471 $474 $475
100.3 -90.8 98.9 08.4 97.2 96.8 96.9
264 240 231 236 240 249 241
3.6% 3.5% - 3.6% 3.7% 3.5% 3.59% 3.3%
5.7% 4.2% 4.3% 4.3% 4.2% 4.2% - 3.5%
4.0% 3.8% 3.8% 3.9% 3.7% 3.7% 3.4%
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 CONSOLIDATED REVENUES AND SALES (Unaudiced) |

Pacific Gas and Electric Company

Years ended December 31 1991 1990 1989 1988 .

In thousands

ELECTRIC DEPARTMENT

Revenues ' : v ,

- Residential ‘ $ 2,729,763  $ 2,418,250 § 2,212,789  § 1,950,125
Commercial 2,745,040 2,532,655 = 2,289,726 2,083,570
Industrial (1,000 kw demand or over) 1,186,452 1,071,714 1,032,304 945,893
Agricultural power _ : 477,397 . 429,445 346,982 290,139
Public street and highway lighting : 50,631 47,121 - 45,210 44,254
Other electric utilities ' 204,089 217,276 90,796 101,147
‘Miscellaneous : 96,367 211,199 50,959 87,120
Other : 6,813 5,839 4,806 3,854

- Regulatory balancing accounts (127,912) 102,572 142,478 6,763

Total electric revenues : $ 7,368,640 $ 7,036,071 $ 6,216,050 $ 5,512,865

Sales—kwh : -

Residential 23,534,822 23,222,083 22,845,271 22,564,697
. Commercial 25,757,736 25,867,393 24,723,165 23,917,480

. Industrial (1,000 kw demand or over) 16,472,583 16,271,379 16,222,496 15,942,700
Agricultural power 4,733,798 - 4,701,831 3,897,556 3,782,041
Public street and highway lighting ' 388,668 375,422 365,595 349,180
Other electric utilities 3,308,283 3,618,428 1,711,645 1,981,110

Total electric sales to customers 74,195,890 74,056,536 69,765,728 68,537,208

GAS DEPARTMENT

Revenues : :

Residential : $ 1,226,094 $ 1,139,998  $ 1,108,446 $ 936,872
Commercial : 551,669 565,608 532,587 - 467,334
Industrial 366,346 453,871 449,526 409,014
Other gas utilities - 43,224 84,771 99,110 68,405

" Miscellaneous . (59,056) 52,308 (33,963) 104,583
Regulatory balancing accounts o (44,213) (124,606) (17,283) (42,422)
Subsidiary companies (U.S. and Canada) 192,067 155,312 159,953 124,442
Gas transport 133,348 106,759 73,838 64,655

! Total gas revenues $ 2,409,479 $ 2,434,021 $ 2,372,214 $ 2,132,883

Sales—mcf . ' .

Residential 210,657 204,433 210,116 196,275
Commercial . 85,203 102,579 101,309 92,671
Industrial 119,916 133,930 144,233 143,449
Other gas utilities ‘ 12,617 31,604 41,551 28,897

Total gas sales to customers : . 428,393 472,546 497,209 461,292

PG&E use (primarily electric generation) 220,589 231,201 - 227,663 263,588

Subsidiary companies (U.S. and Canada) _ 71,589 61,960 61,862 51,009

Total ) 720,571 765,707 786,734 775,889

Material Redacted GTR0052318



1987

1986

1985

1984

1983

1982

1981

$ 1,401,267

$ 1,711,031  $ 1,639,108  $ 1,659,401  $ 1,400,148 $ 1,192,997 $ 1,128,851
1,955,721 1,918,093 1,952,531 1,580,192 1,326,406 1,530,542 1,233,564
980,773 1,184,217 1,381,346 1,105,750 914,786 1,078,493 860,577
239,204 220,462 287,226 © 239,644 157,528 235,164 241,221
40,803 45,149 46,997 41,970 48,320 53,224 41,498
122,349 63,915 93,473 99,350 129,992 172,819 117,791 .
77,102 73,839 92,737 116,050 40,350 56,256 70,094
3,492 3,504 5,305 7,113 7,890 8,008 7,313
2,553 419,151 . 300,967 567,948 87,545 (687,171) 204,964

$ 5,133,028  $ 5,567,438  $ 5,819,983  $ 5,158,165 $ 3,905,814 $ 3,848,602  § 3,905,873
21,932,544 20,949,230 21,067,234 20,730,060 19,778,553 19,107,415 19,575,283
22,621,071 21,286,100 21,452,853 20,626,467 19,259,758 18,662,382 18,722,954
16,061,922 15,972,001 17,042,349 16,108,571 14,986,722 15,843,646 16,401,293
3,154,373 2,560,390 3,252,215 3,309,155 2,304,205 2,922,541 3,890,088
341,909 344,276 336,736 329,378 339,823 365,119 401,930
2,446,371 725,397 1,576,215 2,230,163 3,341,984 3,544,563 2,676,998
66,558,190 61,837,484 64,727,602 63,333,794 60,011,045 60,445,666 61,668,546
$ 901,326 $ 899,039 $ 1,156,002 $ 1,058,995 $ 972,150 § 935996 $ 764,468
435,618 435,351 562,590 506,107 651,332 681,520 607,417
299,870 437,677 800,651 732,875 648,832 712,341 794,786
88,861 28,962 38,322 37,410 39,202 52,589 158,433
(2,777) (270) 4,117 2,447 3,710 2,462 2,152
119,848 220,840 (233,064) (107,521) 91,820 149,817 (276,749)

. 136,922 207,883 280,428 349,986 332,080 395,395 238,057
73,005 19,741 1,952 1,239 1,759 6,373 138

$ 2,052,673  $ 2,249,223  $ 2,610,998  $ 2,671,538  § 2,740,885 $ 2,936,493 $ 2,288,702
197,882 189,120 214,935 195,092 200,774 213,031 195,631
80,144 78,087 89,415 90,027 109,637 124,622 128,758
99,719 128,854 178,407 137,178 114,310 132,789 171,769
46,977 9,832 9,247 8,281 8,532 12,021 35,135
424,722 405,893 492,004 430,578 433,253 - 482,463 531,293
239,815 153,566 263,017 242,985 170,773 201,219 280,990
46,229 96,027 - 62,184 61,400 69,417 96,330 73,166
710,766 615,486 817,205 734,963 673,443 780,012 885,449
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BOARD OF

-DIRECTORS!
Richard A. Clarke
Chairman of the Board and
Chief Executive Officer,
Pacific Gas and Electric
Company

Harry M. Conger
Chairman of the Board and
Chief Executive Officer,
Homestake Mining
Company »
William S. Davila?
President,

The Vons Companies, Inc.
(retail grocery)

Lewis S. Eaton’
Chairman of the Northern
California Group of
Glendale Federal Bank

Ira Michael Heyman
Professor of Law,
University of California,
- Berkeley

Melvin B. Lane
Consultant to Sunset
Publishing Corporation

Leslie L. Luttgens -
San Francisco Bay Area
community leader

Richard B. Madden
Chairman of the Board and
Chief Executive Officer,
Potlatch Corporation
(diversified forest products)

Peter A. Magowan?t
Chairman of the Board,
President, and Chief
Executive Officer,
Safeway Inc.

George A. Maneatis
Former President, Pacific
Gas and Electric Company

] DIRECTORS |

Pacific Gas and Electric Company

Mary S. Metz

Dean of University
Extension, University of
California, Berkeley

Frederick W. Mielke, Jr.
Former Chairman of the

Board and Chief Executive -

Officer, Pacific Gas and
Electric Company

William ¥. Miller
Professor of Public

and Private Management
and Professor of
Computer Science,
Stanford University

John B.M. Place

Former Chairman of the
Board and Chief Executive
Officer, Crocker National
Corporation and Crocker
National Bank

Samuel T. Reeves?
Co-Chairman of the Board
and President,

Dunavant Enterprises, Inc.
(cotton merchandising)

Carl E. Reichardt
Chairman of the Board and
Chief Executive Officer,
Wells Fargo & Company

.and Wells Fargo Bank, N.A.

John C. Sawhill
President and Chief
Executive Officer,

The Nature Conservancy
(international
environmental
organization )

Stanley T. Skinner
President and Chief
Operating Officer,
Pacific Gas and
Electric Company

Barry Lawsaon Williams
President,

Williams Pacific
Ventures, Inc.

(venture capital

and real estate)

PERMANENT
COMMITTEES OF
THE BOARD OF
DIRECTORS'

Executive Committee
Within limits, may exercise
powers and perform duties
of the Board.

Richard A. Clarke
(Chairman)
Harry M. Conger
Leslie L. Luttgens
Richard B. Madden
John B.M. Place
Stanley T. Skinner

Audit Committee
Reviews financial
staternents and internal
accounting and control
procedures with indepen-
dent public accountants.
Harry M. Conger
(Chairman)
William S. Davila
Melvin B. Lane
Mary S. Metz

Samuel T. Reeves

Finance Committee
Recommends long-range
financial policies and
objectives and actions
required to achieve those
objectives.

Richard A. Clarke
(Chairman)

Richard B. Madden

William F. Miller

Carl E. Reichardt

Stanley T. Skinner

Barry Lawson Williams

Nominating and
Compeusatian Committee
Recommends candidates
for nomination as directors,
and compensation and
employee benefit policies
and practices. Reviews plan-
ning for executive develop-
ment and succession.

Leslie L. Luttgens
(Chairman)

Ira Michael Heyman

William F. Miller

John B.M. Place

John C. Sawhill

Public Policy Committee
Reviews public policy
issues which could signifi-
cantly affect customers,
shareholders, employees,
or the communities served,
and recommends plans
and programs to address
such issues.

Richard A. Clarke
(Chairman)

Ira Michael Heyman

Melvin B. Lane

Mary S. Metz

Frederick W. Mielke, Jr.

John C. Sawhill

1. As of February 19, 1992
2. Elected February 19, 1992
3. Retired February 19, 1992

4. Did not stand for reelection in 1992
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PG&E OFFICERS

*Richard A. Clarke
. Chairman of the Board and
" Chief Executive Officer

*Stanley T. Skinner
President and
Chief Operating Officer

“*Jerry R. McLeod

Executive Vice President

*James D. Shiffer
Executive Vice President

*Donald A. Brand
Senior Vice President
and General Manager,
Engineering and
Construction
Business Unit

“Robert 1), Glynn, Jr.
Senior Vice President
and General Manager,
Electric Supply
Business Unit
“Benjamin K Montoye
Senior Vice President
and General Manager,
Gas Supply Business Unit
" iirgil G. Rose
Senior Vice President
and General Manager,
Distribution Business Unit
“regory M. Rueger
Senior Vice President and
General Manager,
Nuclear Power Generation
Business Unit

Nerman L. Bryar
Vice President
Clean Air Vehicles

fearge K Clifton, Jr.
Vice President
East Bay Region

Russell H. Cunningham
Vice President

Human Resources
Philip 6. Damask

Vice President
Engineering and
Construction: ‘
Transmission and
Distribution

-
OFFICERS k

Pacific Gas and Electric Company

John €. Danielsen
Vice President
Computer and
Telecommunications
Services ‘
Ronald G. Domer
Vice President
Engineering and
Construction:
Generation

Richard A. Draeger
Vice President
General Services

Rogef J. Flynn

* Vice President

San Joaquin Valley Region

Warren H. Fujimoto
Vice President
Nuclear Technical Services

Daniel E. Gibson
Vice President
Gas Supply

Howard V.Golub
Vice President and
General Counsel

Leland M. Gustafson
Vice President
Golden Gate Region

Robert J. Haywood
Vice President
Power Planning and
Contracts

Thomas W. High

Vice President and
Assistant to the
Chairman of the Board

Grant N. Horne

Vice President
Corporate
Communications

Jack E Jenkins-Stark
Vice President and
Treasurer

Donald L. Kennady, Jr.
Vice President
Redwood Region

John C. Keyser

Vice President
Marketing and Customer
Services

John E. Koehn

Vice President
Community and
Governmental Relations

William R. Muzotti
Vice President
Gas and Electric Technical

Services

Peter C. Nelson -

Vice President

Mission Trail Region
Jackalyne | ffannensticl
Vice President

Corporate Planning
James H. Pope

Vice President
Sacramento Valley Region

James K. Randolph
Vice President
Power Generation

Gordon R. Smith

Vice President and
Chief Financial Officer

Janmes B. Stoutamore
Vice President

Gas Transmission

and Storage

Johu D. Townsend

Vice President

Diablo Canyon Operations
and Plant Manager

Gloria S. Gee

" Controller

Kent M. Harvey
Corporate Secretary

Brian L. McGrath
Assistant Corporate
Secretary

Kathieen fueger

- Assistant Corporate

Secretary

Julia B. York
Assistant Treasurer

*Member Management
"Committee

CHIEF EXECUTIVE
OFFICERS OF
PRINCIPAL PG&E
SUBSIDIARIES
AND AFFILIATES
Mason Willrich
President and Chief
Executive Officer
PG&E Enterprises

Stephen F. Reynolds
President and Chief
Executive Officer
Pacific Gas Transmission
Company

Norman E. Wagner
Chairman of the Board,
President and Chief
Executive Officer
Alberta Natural Gas
Company Ltd

Donald McMoriard

‘Chairman of the Board,

President and Chief
Executive Officer
Alberta and Southern Gas
Co. Ltd.

CHIEF EXECUTIVE
OFFICERS OF
PRINCIPAL PG&E
ENTERPRISES
SUBSIDIARIES AND
RELATED VERNTURES
Joseph T. Williams
President and Chief
Executive Officer
PG&E Resources

Company

Joseph P. Kearney
President and Chief
Executive Officer

U.S. Generating Company

Earl I. Frankéin
President and Chief
Executive Officer

U.S. Operating Services
Company

Alan W. Beringsmith
President and Chief

Executive Officer
PG&E Properties, Inc.
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47

GTR0052321



SHAREHOLDER
SERVICES OFFICE
77 BEALE STREET

"ROOM 2600

SAN FRANCISCO
CA 94106
1-800-367-7731

SHAREHOLDER
HANDBOOK

PG&E has prepared a share-
holder handbook provi-
ding information on the
Company’s shareholder
services, stock certificates
and stock transfer systems.
Copies are available from
the Shareholder Services
office.

STOCK HELD IN
BROKERAGE ACCOUNTS
(“STREET NAME"")

When you purchase your

. stock and it is held for you

by your broker, it is listed
with the Company in the
broker’s name, or “street
name? PG&E does not
know the identity of indi-
vidual shareholders who
hold their shares in this
manner —we simply know

that a broker holds a certain .

number of shares which
may be for any number
of customiers. ‘

If you hold your stock
in street name, you are not
eligible to participate

—{ SHAREHOLDER INFORMATION [~

Pacific Gas and Electric Company

in PG&E’s Dividend
Reinvestment Plan. Also,
you receive all dividend
payments, annual and mid-
year reports, and proxy
materials through your
broker. Therefore, if you
are receiving unwanted
duplicate mailings, you
should contact your broker,
not PG&E, to eliminate
the duplications.

LOST OR STOLEN
CERTIFICATES

If your stock certificate has
been lost, stolen or in some
way destroyed, you should
notify the Shareholder
Services office in writing
immediately.

MULTIPLE DIVIDEND
CHECKS AND
DUPLICATE MAILINGS

Some shareholders hold
their stock on our records
in different names (e.g.,
Robert A. Johnson and
R.A. Johnson). When this
occurs, the law requires
that we create a separate
account for each name.
Even though the mailing
addresses are the same, we
are required to mail sep-
arate dividend checks and
annual and midyear reports
to each account.

Design: Broom & Broom, Inc., San Francisco Photography: Tom Tracy, Lewis Stewart

How to Consolidate
Accounts .

If you want to consolidate
your separate accounts into
one account, you should
contact the Shareholder
Services office to obtain the
necessary forms and instruc-
tions. When accounts are
consolidated, it may be
necessary to reissue the
stock certificates.

How to Eliminate
Duplicate Mailings

If you want to maintain
more than one account but
eliminate additional mail-
ings of annual and midyear
reports, you may do so by
sending the labels (or a
copy of the labels) from a
Company mailing to the
Shareholder Services office,
indicating the names you
wish to keep on the mailing
list for annual and midyear

reports and the names you -

wish to delete. This will
only affect these mailings;
dividend checks and proxy
materials will continue to
be sent to each account.

REPLACEMERNT OF
DIVIDEND CHECKS

If you do not receive your
dividend check within five
business days after the
payment date, or if a check
is lost or destroyed, you
should notify the Share-
holder Services office

so that payment may be
stopped on the check and

a replacement issued.

DIVIDEND
REINVESTMENT PLAN

You may automatically rein-
vest your dividendsfrom
common and preferred stock
in new shares of PG&E
common stock through
the Company’s Dividend
Reinvestment Plan.

If you hold certificates
in your own name, rather
than through a broker,
you may obtain the Plan
prospectus and enrollment
form by contacting the
Shareholder Services office.
However, if your certificates
are held by a broker (in
“street name”), then you
are not eligible to par-
ticipate in the Dividend
Reinvestment Plan.
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STOCK EXCHANGE
LISTINGS

PG&E’s common stock is
traded on the New York,
Pacific, London, Basel,
Ziirich and Amsterdam
stock exchanges. The
official New York Stock
Exchange symbol is “PCG”
but the Company’s common
stock usually is listed in the
newspaper under “PacGE”
The Company has 20
issues of preferred stock, -
most of which are listed -
on the American Stock

SHAREHOLDER
SERVICES

If you have questions about
your account or need copies
of the Company’s publica-
tions, please write to the
Transfer Agent at the address
shown below. :
If you have general
questions about PG&E or
information contained in the
annual or midyear reports,
please write to the Office
of the Corporate Secretary
at the address shown below.
Security analysts, port-

ANNUAL MEETING
OF SHAREHOLDERS

Date: April 15, 1992
Time: 2:00 p.m.
Location:

Masonic Auditorium .

1111 California Street

San Francisco, California .

A notice of the meeting,
proxy statement and proxy
form are being mailed with
this annual report on or about
February 26,1992 to all
shareholders of record.

A report on the annual
meeting will also be mailed

Exchange and the Pacific folio managers or other . to shareholders following
Stock Exchange. representatives of the invest- 3. = eeting.
Newspaper €Nt community should
Issue symbol  write to the Director of 10-K REPORT
First Preferred Investor Relations at the It Ald lik fth
Cumulative Pa’r Value address shown below. c youwou €a copy ol the
] ompany’s 1991 Form 10-K
$25 Per Share Redeemable:  coppoRrate Report to the Securities and
10.28% .PGEpfW  SECRETARY Exchange Commission, please
10.18% PGEpfT . Kent M. H contact the Shareholder
9.48% PGEpfR 77e 1}13 cale S arvey Services office.
9.30% PGEpfV e Street, Room 3205
9.98% PGEpf] San Francisco, CA 94106 1992 DIVIDEND
9.00% PGEpfL (415) 973-2880 PAYMENT DATES
8.20% PGEpfP n Preferred
8.16% PGEpK | SR AGENT S Stack
8.00% PGEpfO  Daniel T. Lamey
7.84% PGEpfM  Shareholder Services 'I:nrlil]ag b &e:rlllgry 15
5.00% - PGEpfD 77 Beale Street, Room 2600 Juﬁ 15 A Y st 15
5.00% Series A PGEpfE . San Francisco, CA 94106 Octyober 15 N‘;al:mber 15
4.80% PGEpfG  1-800-367-7731 ‘
4:50% PGEpiH DIRECTOR OF |
. 0,
NtiiédeemablePGEpﬂ INVESTOR RELATIONS
6.00% PGEpfA  Laura L. Mountcastle
5.50% PGEpfB 77 Beale Street, Room 840
5.00% PGEpfC  San Francisco, CA 94106
$100 First Preferred, (415)973-3007
Cumulative, Par Value
$100 Per Share REGISTRAR OF STOCK
10'172/0 Unl{sted First Interstate Bank
9.00 %o Unlisted of California
345 California Street
San Francisco, CA 94104
@ This report is printed on recycled paper.
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