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A Letter to Our Stakeholders:

Can any company today seriously aspire to a leading role in its industry if it does not also
demonstrate a track record of leadership in corporate responsibility issues? 

At PG&E—where we have stated a new vision to become the leading utility in the United
States—our belief is that the answer to this question clearly is no.

A firm commitment to corporate responsibility, both in principle and practice, is an absolute
prerequisite for achieving and sustaining our vision. It is as much a key to our future as the
sweeping changes we are now pursuing to serve customers better, faster and more cost effectively.

Companies embracing corporate responsibility have often explained it as just “the right thing
to do” or something that “makes good business sense.”We wholeheartedly agree.

But we also believe that excellence in all areas of corporate responsibility has now become
even more: Managing issues in a way that accounts for and integrates various social, civic,
economic and environmental factors is now a basic competency for any leading company.

Companies today have to be increasingly adept at seeing and making sense of the
connections between their business and these dynamics. We have to be attuned to these
dynamics and their impact on value, positive or negative, especially impacts that are not
measured in financial statements. And we have to be mindful that, in many respects, our
businesses operate at the consent of a broad array of stakeholders.

Leaders who build this thinking into their corporate culture will gain invaluable insights that
competitors miss. They will build stronger relationships with customers and other stakeholders.
They will see farther ahead than others.

As a result, they will make more savvy decisions. They will more astutely manage future risks.
They will discover new opportunities, and more of those opportunities will be “win-win.”

To choose climate change as one example, limits on greenhouse gas emissions appear to us to
be both important and inevitable in the near future. Rather than waiting, we have already
taken actions, like understanding and certifying our greenhouse gas emissions with the
California Climate Action Registry. But, equally important, we are looking at new avenues this
challenge may open for PG&E to create value for customers and shareholders using our
expertise and innovation in areas like energy efficiency.

This is the mindset of a leading company, and it reflects the approach we aim to take with all
corporate responsibility issues—from environmental stewardship and public health and safety
to diversity, community engagement and corporate governance.

This report details scores of examples that illustrate the work we did in these vital areas last year.

Our performance in 2005 was overwhelmingly positive.

We continued to take bold action on pressing environmental challenges, most notably 
climate change.

We added new sources of renewable power to our supply portfolio, including solar and wind.

Peter A. Darbee

Chairman of the Board, CEO,
and President PG&E Corporation 

Chairman of the Board 
Pacific Gas and Electric Company
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We continued to invest in energy efficiency, building on a track record that has helped keep
California’s per capita energy consumption flat over the past 30 years, compared with an
increase of 50 percent for the rest of the country.

We launched a successful campaign to help customers combat high natural gas prices 
through conservation.

In our communities, we increased our shareholder-funded charitable contributions by well over
50 percent to $11.9 million.We also engaged through volunteer efforts and innovative programs
like installing solar power technology in schools and in homes built by Habitat for Humanity.

Among our employees, we engaged in more constructive dialogue than ever before about our
values as a company.

And in the area of corporate governance, third-party experts such as Institutional Shareholder
Services continued to rate our corporate governance practices among the best in our industry,
and industry in general.

Ironically, one of the most important opportunities for PG&E to demonstrate its values last year
arose from events that occurred far away from our service area in the states along the Gulf Coast.

We experienced the repercussions of Hurricanes Katrina and Rita on several fronts. Above all,
like the rest of the country, we felt the urgent need to help provide assistance to the people
who suffered in the aftermath. PG&E and its employees gave nearly $720,000 to the American
Red Cross, and PG&E donated another $50,000 to local charities.

Economically, the damage to vital Gulf Coast natural gas facilities helped drive market prices to
record levels, creating one of the toughest winter heating seasons ever for our customers.

PG&E responded by increasing contributions to assistance programs for low-income customers
and partnering with various stakeholders to educate customers about ways to lower their bills.
We also created a successful program to promote conservation by offering customers a rebate
for reducing their energy use.

As a company whose home is in one of the planet’s most seismically active areas, Katrina and
Rita were also stark reminders of the tremendous responsibility we share for helping to
prepare our communities for the worst.

In particular, they underscored that the aftershocks of large-scale disasters hit hardest for those
who are least equipped socially and economically to respond. PG&E is currently helping to
fund the Bay Area Red Cross “Prepare Bay Area” project. This effort will train one million
residents, primarily in underserved communities that are most vulnerable, to prepare for and
respond to a large-scale disaster.

Additionally, last year’s record hurricane season has helped put a new attention and urgency
on the climate change debate. To many observers, Katrina and Rita were omens of more
extreme weather that some believe may accompany global climate change.

We support decisive regulatory action now to address this challenge, including capping carbon
emissions and allowing companies to create and trade carbon allowances to meet reduction
requirements. In our view, this approach makes the most sense at the federal level. The more
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numerous the players and the sources for reductions and emissions allowances, the more
successful and cost-effective the program will be.

While we are proud of these and other accomplishments last year, we were not satisfied with
our results in every facet of the business.

For example, we fell short of our supplier diversity targets. Although FORTUNE magazine rated
us 11th among the nation’s top employers for minorities, we also continue to have room to
strengthen diverse representation in our management ranks.

On the operations front, while we improved our employee safety statistics over recent years,
we can still do better.

And in our communities, we see the need to do even more to reconnect with our customers.

As we go forward and work to achieve our vision, our pledge is that, at every level and in every
part of the company, we will always be guided by the clear set of values we articulated last year:

■ We act with integrity and communicate honestly and openly.

■ We are passionate about meeting our customers’ needs and delivering for our
shareholders.

■ We are accountable for all of our own actions: these include safety, protecting the
environment, and supporting our communities.

■ We work together as a team and are committed to excellence and innovation.

■ We respect each other and celebrate our diversity.

Putting our values into words for the first time has made for a powerful statement to
employees, customers, regulators, shareholders, and other stakeholders. Within the company,
they have fast become a touchstone for us as we operate on a day-to-day basis. And they are
understood as the bedrock on which we are building PG&E’s future.

If one recent event exemplifies this better than any other, it may be the settlement that
effectively resolved 10 years of litigation related to the use of chromium decades ago. In our
announcement, we took accountability for PG&E’s actions in the 1950s, 60s, and 70s. We
expressed our sincere hope that, despite our differences, the settlement would offer closure for
the plaintiffs and PG&E, allowing both parties a way forward. And we unequivocally affirmed
the critical importance of ensuring that our conduct always aligns with our values.

Thank you for your continuing interest in PG&E. Your feedback on this report and on our
performance is always welcome, and we hope you will share it with us.

Sincerely,

Peter A. Darbee 

Chairman of the Board, CEO, and President, PG&E Corporation, and 
Chairman of the Board, Pacific Gas and Electric Company
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Our Business Our Employees Our Communities Our Environment

PG&E’s primary responsibility is to deliver safe and reliable energy to the more than 15 million
people who live and work in communities throughout northern and central California. We 
are mindful that we not only provide a vital service to these communities, but that we are 
also a part of them. We are committed to conducting our business in a way that provides for
the safety of our employees and our communities, protects our environment, allows local
economies to grow and flourish, respects the individuals who both deliver and consume our
products and use our services, and engenders the trust of everyone with whom we interact
and do business.

To ensure that we are meeting these objectives, we are continually assessing our performance
and progress across a variety of indicators. Our Third Annual Corporate Responsibility Report 
is our way of sharing with our stakeholders the progress we made and the steps we took in
2005 to serve our customers better, to make PG&E a great place to work, to give back to our
communities, and to protect the environment. We do this by reporting on the following facets
of our business:

Company Overview 

Investing in the Future and Transforming Our Business to Serve Our Customers Better 

Corporate Governance 

Working Safely and Staying Healthy 

Workforce Diversity and Initiatives 

Employee Training and Benefits 

Clear Values and High Standards Form the Foundation of Leadership 

Corporate Philanthropy 

Volunteering and Demonstrating Community Commitment 

Supporting Economic Vitality through Supplier Diversity Initiatives 

Keeping Our Communities Safe 

Environmental Justice 

Providing Clean Energy Efficiently, Responsibly, and with an Eye Toward Innovation 

Innovative Options for Customers 

Responsibly Maintaining and Operating Our Infrastructure and Generation Facilities 

Partnering with Customers, Regulators, and Others to Save Energy and Deploy 
Energy-Efficient Technologies 
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Our Business Our Employees Our Communities Our Environment

Minimizing the Environmental Impact of Our Facilities 

Greening Fleets and Commercializing New Technologies 

Monitoring and Measuring Our Environmental Performance 

Understanding Our Climate Change Impacts, Being Transparent, and Working 
Toward Responsible Solutions 

Partnerships for the Environment 

Awards in 2005 

Environmental Performance Summary Tables (2003-2005) 

As we strive to provide additional transparency about how we conduct our business and to
communicate our progress and performance effectively, we appreciate hearing from our
stakeholders about ways in which we can improve this report. Please send us your comments
through the “Feedback” button that appears at the top of the page. And thank you for your
interest in PG&E.

This Corporate Responsibility Report and Letter from the Chairman contain forward-looking statements that are necessarily subject to
various risks and uncertainties, the realization or resolution of which are outside of management’s control. These statements are based on
current expectations and projections about future events, and assumptions regarding these events and management’s knowledge of facts
and the date of this report. Actual results could differ materially from those expressed or implied in the forward-looking statements. Please
see our reports filed with the Securities and Exchange Commission for a discussion of some of the more significant risks and uncertainties
the resolution of which could materially affect actual results.

This Summary Report includes highlights from PG&E’s Third Annual Corporate Responsibility Report. PG&E’s complete Third Annual Corporate
Responsibility Report can be viewed and downloaded at www.pgecorp.com, where stakeholders can also offer comments and suggestions on
this and future reports. The information contained in this report is for calendar year 2005 and relates to PG&E Corporation and its subsidiary,
Pacific Gas and Electric Company (together,“PG&E”).



Every day, more than 15 million Californians depend on PG&E to provide

natural gas and electricity—basic services that are essential to their daily lives

and to the economic health of our state. Today, we are transforming our

operations to meet their needs better, faster, and more cost effectively than

ever before. We also know that delighting our customers means providing

more than just basic service. It means going the extra distance to help them

make smart energy choices, manage their costs, and contribute to our

collective efforts to protect the quality of our environment.
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Terry Wehner
Owner
Terry’s Hallmark, Woodland, CA

My Business

We have been in Woodland for 14 years. We
are a Hallmark store and sell gifts, cards, and
fresh candy. The store is over 6,000 square
feet of retail space and 7,000 square feet of
total space. We have lighting, heating, and
cooling needs and we try to be as efficient 
as possible.

My Priority

My priority is my bottom line. I am always
looking for ways to save money. By analyzing
our utility bills—phone, water, electric, gas—
I realized that customers pay for a lot more
than just what they use. The public purpose
charges and taxes that are passed through
really add up. So, I want to do everything I
can to lower my bills. And I am.

My Utility

I’ve been a PG&E customer since I’ve been a
Californian. PG&E has helped reduce our
energy costs and improve our bottom line,
by helping us to upgrade and retrofit our
lighting, replace our thermostats, and replace
our exit signs with LEDs.

Mike Bryant
Business Customer Representative
Pacific Gas and Electric Company,
Auburn, CA

My Business

I’ve been with PG&E 26 years. I perform
energy audits, help customers implement
energy efficiency measures, inform them of
rebate and incentive programs, perform rate
analysis to find customers the best available
rate, help with billing or service related
questions, and make sure their questions 
are answered.

My Priority

Helping our customers meet their needs 
and expectations is what account services 
is all about.

If I can do that and leave them with a good
feeling about PG&E, I’ve done my job.

My Utility

There have been a lot of changes at PG&E
over the past several years, culminating in
Transformation. Transformation is about
delighting our customers.

We are offering more energy efficiency
products and services and making it easier
for our customers to take advantage of
them. And we are improving our
communications infrastructure so that
customers can access help and information
when they want it and how they want it.
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Energy Efficiency Makes a Difference 

Terry Wehner: PG&E’s audit service shows what we’ve used historically so we can see what
we’ve accomplished by implementing the various energy efficiency programs that the
company offers.

Mike Bryant: For example, through our rebate and Energy Efficiency Express program, Terry
replaced the lighting in her store. She swapped out the existing traditional, incandescent light
bulbs with screw-in fluorescent lights. This has saved Terry’s business approximately $600 per
year. And these lights last about five times longer than their incandescent counterparts, so
there is less maintenance.

Terry Wehner: I can see it on my bill—even just replacing our three exit signs with LEDs made
a difference.

Mike Bryant: The LED exit signs last up to 100,000 hours and consume barely any energy at all.
In fact, each sign will save Terry $49 per year. And it’s not just the energy savings. The LED exit
signs will reduce overall maintenance needs. In addition, switching Terry over to T-8 lighting
from T-12 lighting has improved the entire lighting system. The enhanced color of the T-8 lights
improves the visual aspects of the products she sells. So, it’s a real improvement all around.

Personal Attention and Service 

Terry Wehner: I have noticed an improvement in service over the past year. It’s that personal
contact that makes all the difference. If Mike hadn’t come to see me, then I wouldn’t have
known about the programs available to help me reduce costs and improve my bottom line.

I am very happy with the way things are going right now. I appreciate that I have a live human
being to deal with. I don’t have to fill out a million forms and go through numerous channels.
Having Mike has been extremely beneficial to my business. I have even told some other
business colleagues that they need to give Mike a call.

Mike Bryant: Our customers want personal attention. They want to work with someone who
understands their business, their needs, and their expectations. Having that history and
relationship is important, and it allows us to serve our customers better.

Small Business Owners Need Support 

Terry Wehner: Small business owners are busy people.We don’t have time to research everything.
Energy is not my business—I’m consumed with other things. So having someone come along
and say “This is what we can offer you” has been outstanding. Mike’s been a big help.

9
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Mike Bryant: We supplement personal service with our web-based services. Our website is
newly designed and provides access to information on rebate programs, payment options, and
infrastructure activities. This year, we made our balance payment program available to certain
classes of business customers. This really helps some of our smaller business customers.

More to Come 

Terry Wehner: The only additional products and services I think PG&E could offer to smaller
business customers would be help with larger energy consuming equipment, such as cooling
systems. In seeing different leases over the years, we’re all pretty much responsible for the
cooling systems. And it’s a huge expense to replace and operate.

There are things we can do to reduce our cooling needs, and we do them. One thing we do is
shut the system down about an hour or so before closing. Unfortunately, when I talk to my
business colleagues that own restaurants and cafés, they can’t do that. So, anything PG&E could
do to help businesses reduce cooling needs or make cooling systems more efficient would be
a big help.

Mike Bryant: PG&E is working with manufacturers to reduce prices at the manufacturing level.
We are also looking at low-cost financing options for small commercial customers. We know
financing would be a real help to our customers and help them to make these purchases.

Terry Wehner: That would be a tremendous help. For PG&E to help facilitate the design,
availability, or purchase of these systems would be very helpful. Anything PG&E can do to help
get these products out to the customer would be great for everyone.



Company Overview
PG&E Corporation is an energy-based holding company whose core business is Pacific Gas 
and Electric Company. Pacific Gas and Electric Company, or the Utility, delivers safe, reliable,
and responsive gas, electric, and customer service to a population of approximately 15 million
people throughout northern and central California. PG&E Corporation had approximately 
$34 billion in assets as of December 31, 2005, and generated revenues of approximately 
$11.7 billion in 2005.

Service Area 70,000 square miles in northern and central California

Service Area Population 15 million people (or about 5 percent of the U.S. population)

Electric Distribution Customer Accounts 5.0 million

Natural Gas Distribution Customer Accounts 4.2 million

Revenue $11.7 billion

Assets $34 billion

Shareholders Approximately 200,000

Employees Approximately 19,800, with roughly 2/3 covered by collective

bargaining agreements with three labor unions (IBEW, ESC,

and SEIU/IUSO)

System 146,744 circuit miles of electric transmission and distribution

lines and 46,832 miles of natural gas transmission and

distribution pipelines; 6,420 megawatts of generation,

including the Diablo Canyon nuclear power plant and one of

the largest privately owned hydroelectric systems in the

country

Selected Examples of Major Customers Albertsons, Inc., Bank of America, Chevron, FedEx, Intel,

Lockheed Martin, New United Motors Manufacturing,

Safeway, Inc., and Sun Microsystems

PG&E has embraced an ambitious vision:
To become the leading utility in the United States.

11



General Utility Production Statistics

General Production Statistics 2003 2004 2005

Total Electricity Generated (GWh gross)* 30,828 27,396 32,680 

Fossil Plants (GWh gross) 555 996 1,139 

Hunters Point (GWh gross) 311 601 677 

Humboldt (GWh gross) 245 395 462 

Other plants (GWh gross) 30,273 26,400 31,547 

Diablo Canyon (GWh gross) 18,115 15,210 18,592 

Hydro Facilities (GWh gross) 12,158 11,191 12,955 

CA-Eligible Hydro (GWh gross)** n/a 1,267 1,397 

Electricity Purchased (GWh) 30,135 34,553 25,990 

Other Electric Supplies (GWh)*** 21,185 21,971 23,275 

Electricity Delivered (GWh) 80,156 82,936 81,626 

Electricity Purchased by Our Customers (GWh) 71,076 73,616 72,727

Total Natural Gas Throughput (million cubic feet or MMcf ) 804,203 877,760 844,068

* One GWh, or gigawatt-hour, is one million kilowatt-hours, enough to power one million homes for one hour.

** Electricity generated by hydroelectric facilities with a capacity under 30 MWs.

*** Represents contract energy from the California Department of Water Resources, which the Utility neither purchases nor takes title to,
but is delivered to the customer.
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Helping Customers Achieve
Their Vision 

When most people think of Adobe,

they think of software. More and

more people, however, are beginning

to recognize Adobe for its

environmental leadership.

In 2001, Adobe set a goal to reduce

energy use by 10 percent at its

company headquarters in San Jose,

California—a task made more

challenging by a growing business

and expanding workforce. Through

an ongoing partnership, PG&E

worked with Adobe to meet this

aggressive target by helping to

prioritize and optimize new

technologies and system efficiencies

at the approximately one-million-

square-foot building complex.

Drawing on PG&E’s customized

energy-efficiency, audit, and analysis

services, Adobe has tackled more than

50 distinct energy reduction projects

throughout the three-building

complex —many with a payback of

less than one year. Key strategies have

included switching to compact

fluorescent lamps, installing variable

frequency drives on fans and chillers,

modifying cooling tower staging and

sequencing, replacing garage lighting,

and installing occupancy sensors for

stairway lighting.

To date, Adobe has earned more than

$400,000 in rebates from PG&E for

its energy-saving measures, in

addition to $900,000 in energy cost

savings. Adobe also earns a discount

on its electric rates by participating in

PG&E’s interruptible demand

response program, a critically

important initiative that provides 

Continued on page 13



Investing in the Future and Transforming Our Business to Serve
Our Customers Better
PG&E is transforming the way it does business and provides service in order to achieve its
vision of being the leading utility company in the United States. To achieve this vision,
PG&E will drive its business toward operational excellence, which means doing things more
efficiently, more cost effectively, and with a real passion for meeting customer needs. PG&E is
taking a disciplined approach to understanding our customers and their needs, and making
the investments necessary to meet their expectations. This means that, between 2006 and
2009, we will invest $2.5 billion, on average, per year in the company’s operations and
infrastructure. In fact, in 2005, PG&E invested approximately $1.9 billion in the infrastructure 
of the Utility to begin this process. Some of these investments include the following:

■ Replacing aging natural gas pipeline equipment to safeguard reliability and ensure the
integrity and safety of the system,

■ Constructing a major new transmission line that will bring enough power into San
Francisco for about 300,000 homes and facilitate the closure of an aging power plant,
and

■ Making a down payment on “smart meter” technologies, which will ultimately be
deployed to all of our electric and natural gas customers to facilitate more accurate
billing, reduce electric outage response times, and provide customers with additional
options to reduce their bills and help the environment.

In addition to investments in infrastructure, PG&E has been authorized to invest almost $1
billion between 2006 and 2008 in energy-efficiency programs and initiatives that will help
customers save money and protect the environment. In fact, this investment is expected to
avoid the need to construct a large power plant. To prepare for making these investments and
to understand the best, most effective way to reach customers and encourage innovative and
new technologies, PG&E initiated peer review groups composed of technology vendors, energy
service providers, consumers, and energy-efficiency advocates. In addition, PG&E issued a
request for proposals to meet various program needs so that we are able to begin achieving
our desired program results in 2006.

We are passionate about meeting our customers’
needs and delivering for our shareholders

Also in 2005, PG&E initiated a program to revamp our information technology systems and 
to use information and communications technologies to serve our customers better. This 

Continued on page 15
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financial incentives to customers who

curtail energy use when the state’s

energy supplies are low.

Through personalized attention that

includes regular meetings, PG&E has

helped Adobe minimize its energy

footprint and turn its vision into a

reality. The results of this collabora-

tion are impressive—Adobe has

reduced electricity consumption by

35 percent and gas consumption by

41 percent, on a population-adjusted

basis. In recognition of this success,

Adobe’s green building efforts have

received both an ENERGY STAR

rating from the U.S. Environmental

Protection Agency and LEED™

certification from the U.S. Green

Building Council, among other

awards. By documenting and sharing

its energy-efficiency achievements

with other company properties

around the world, Adobe is well

positioned for continued energy and

financial savings.
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A Partnership for Customers and the Environment

“Energy Solutions and PG&E act as a team to design and implement

many successful commercial sector energy-efficiency programs. I’ve

worked as a consultant to PG&E for the past 15 years, supporting

the company’s energy-efficiency program development and outreach

efforts. From my first project—a two-week stint supporting a rebate

program for commercial customers—I recognized the commitment

PG&E had to making its programs work for its customers, and to

drawing on ideas and input from others. Working together, we have

helped customers throughout PG&E’s service area save money and

provided significant environmental benefits.”

Why PG&E Is Unique

“PG&E consistently has high-level management support for energy

efficiency. Because of this, northern California enjoys a robust

energy-efficiency infrastructure and an incredible concentration of

national energy-efficiency talent. Other utilities’ support for energy

efficiency waxes and wanes, limiting their effectiveness. PG&E,

however, takes full advantage of all the energy-efficiency

opportunities available to it, and maximizes these opportunities for

its customers. This requires managing the efforts of thousands of

experts working with thousands of customers, and they do it well.”

California as a Bellwether State

“What makes California stand apart is that it has created a

regulatory structure that encourages utilities to institute and

implement successful energy-efficiency programs and supports the

infrastructure necessary to deliver results—all levels of government

are united in their support of energy efficiency. In fact, California

requires its investor-owned utilities to first meet electric demand

through cost-effective energy efficiency. As a result of this long-

standing commitment and the collaborative approach the state has

taken, per capita electric consumption in California has remained

essentially flat over the past 30 years, while per capita demand in the

United States has increased by 50 percent. What this has meant for

California is that it has avoided the need to build dozens of large

power plants, saved customers billions of dollars, reduced the

amount of carbon dioxide emitted into the atmosphere, and made

California a leader in energy-efficient technology development.”

Working Together to Advance

Innovative Programs and

Technologies

“Advancing energy-efficiency

codes for new appliances is

only one piece of the energy-

efficiency portfolio, but it can

deliver huge savings at much

lower costs than working

with individual customers.

PG&E is a recognized leader

on Title 20 (appliance)

equipment standards. We are

the lead consultant and work

closely with a team of PG&E

staff and others to identify

and analyze promising technologies and then work through the

regulatory process to develop new appliance codes.

“We also work collaboratively with PG&E to implement energy-

efficiency programs that target new technologies and hard-to-reach

market sectors. For example, we recently completed a program in

PG&E’s service area promoting super-efficient condensing water

heaters in laundromats.

“Much of this information is available to customers at PG&E’s

learning and demonstration centers, such as the Pacific Energy

Center located in San Francisco.”

A Vision for Tomorrow

“In the years to come, I think there will be a shift from rebates to

energy-efficiency services and system-efficiency efforts. In addition,

standards and procurement will achieve large parts of the portfolio

of savings. We look forward to a continuing and successful

partnership with PG&E in delivering energy efficiency over the next

15 years and beyond.”

An Interview with Sam Cohen, President, Energy Solutions
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includes launching www.pge.com/espanol to provide online access and account services
information to the 26 percent of the households in our region that are predominantly Spanish
speaking, and working with home developers to create an online system, which will allow
them to submit applications for new connections electronically and track the status of their
projects at their convenience.

We are making these investments and transforming our business because it is our responsibility
to ensure that we serve our customers the way they want to be served, and that we do it in a
way that rewards our shareholders and energizes our employees.

Corporate Governance
At PG&E, our long-standing conviction is that integrity is fundamental to our success and that
transparency is critical to allowing investors and others to make informed decisions about us.
Integrity and transparency create the basis for the trust between us and the many stakeholders
on whom our business depends. Because we believe this trust is essential, we consistently
strive to hold our conduct to the highest standards of integrity and to provide timely and
meaningful disclosures about our business and its operations. Not only is this approach
necessary in today’s business world, it is the right thing to do.

We act with integrity and communicate openly 
and honestly.

It is this belief that drives PG&E to place significant emphasis on our corporate governance
policies and practices and to highlight them in this report. Some examples of 2005 activities
include the following:

■ As required by the Sarbanes-Oxley Act, the management of PG&E Corporation and the
Utility issued an annual report on internal controls regarding financial reporting in 2005.
Management’s report and the related report of the companies’ independent registered
public accounting firm are included in the PG&E Corporation 2005 Annual Report.

■ We continued our practice of transparent and comprehensive public disclosure of all
significant company matters, including financial transactions, legal and regulatory
developments, and executive compensation. In 2005, we enhanced the language and

Recognition for Good Corporate
Governance

Our corporate governance practices

are regularly evaluated and rated by

several institutional shareholder

groups and corporate governance

organizations. Ratings are determined

relative to other companies in our

industry, as well as general industry

companies. As a result, our ratings

may change due to changes made in

our own governance practices, as well

as changes made by other rated

companies.

Over the course of 2005, we received

ratings that were well above average.

In December 2005, Institutional

Shareholder Services (ISS), a leading

provider of proxy voting and

corporate governance data services,

ranked us in the top 1 percent of the

utility companies in the S&P 500

index and the top 4 percent of all

S&P 500 companies, based on its

Corporate Governance Quotient

rating system.

In addition, in September 2005,

GovernanceMetrics International

(GMI), a corporate governance

research and ratings agency, awarded

us GMI’s highest rating (10.0 out of

10.0) in the areas of shareholder

rights and corporate behavior, as well

as a high overall governance rating

(9.5 out of 10.0).



format of our annual meeting proxy statement, to reflect best practices and the
Securities and Exchange Commission’s “plain English” principles.

■ We implemented changes to the Charters of the PG&E Corporation and Utility Audit
Committees to reflect best practices and leading governance trends. These changes
were identified during the annual review and assessment of the adequacy of the Audit
Committees’ charters. The changes include provisions relating to the Committees’
appointment of the companies’ independent registered public accounting firm, the
Committees’ responsibilities and activities, and relationships between each Committee
and the respective company’s management and independent registered public
accounting firm.

■ We developed a policy restricting so-called golden parachutes, in response to a proposal
approved by the shareholders at our 2005 annual meeting. This policy requires
shareholder approval of executive severance payments provided in connection with a
change in control of PG&E Corporation, to the extent those payments exceed 2.99 times
the sum of an officer’s base salary and target annual bonus.

Our Corporate Governance Guidelines are published annually in PG&E’s Joint Proxy Statement
and are also posted at www.pgecorp.com, along with our Board Committee Charters, director
and employee codes of conduct, and PG&E Corporation Disclosure Policy.
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In today’s economy, companies compete fiercely to attract and retain

individuals with the strongest skills and talents. We believe that to be a

successful company, PG&E must be a rewarding and inspiring place to work

for the nearly 20,000 men and women who make up our team. In the electric

and gas industry, that always begins with rigorous attention to protecting

safety and health. It also encompasses offering career growth opportunities

through extensive training and professional development. And it extends to

include creating a work environment where diversity and respect for one

another are fundamental to our culture, and where we work together in

accordance with a common set of core values.

17



International Brotherhood of Electrical Workers
(IBEW), Local 1245

Tom Dalzell, (left), Sr. Assistant Business Manager and 
Staff Attorney, IBEW

Russ Jackson, (right), Sr. Vice President, Human
Resources, PG&E Corporation

Who We Are

We represent approximately 12,000 PG&E
employees. These employees work in local
offices and service centers throughout
northern and central California, call centers,
the credit center, and General Office; they are
the men and women who serve our
customers in the field, and build and
maintain the infrastructure to provide safe
and reliable service.

Our Relationship with PG&E

Tom Dalzell: IBEW Local 1245’s relationship
with PG&E has been solid since the 1980s. It
is a relationship based on cooperation. That
is not to say that there are not disagreements,
or even major disagreements. However, there
is a history of and process for working
through these disagreements. There is a
commitment to resolving issues quickly and
in a mutually agreeable manner.

Steve Rayburn: It is a mature bargaining
relationship. We do a lot of ad hoc bargaining
during the term of the agreement. So, when
it is time to renegotiate, many issues are
understood, and perspectives on issues have
been disclosed. This dialogue allows us to
work from a position of mutual respect.

Engineers and Scientists of California/
International Federation of Professional and
Technical Employees, Local 20 (ESC/IFPTE Local 20)

Steve Rayburn, (left), Director, Labor Relations,
Pacific Gas and Electric Company

Ken Jones, (center), Sr. Engineering Estimator, Pacific
Gas and Electric Company, and President, ESC/IFPTE
Local 20

Annette Hope, (right), Sr. Director, Program
Management Office, Pacific Gas and Electric Company

Who We Are

We represent approximately 1,300 men and
women at PG&E. We are engineers, mappers,
and estimators. Our work ensures the
integrity of the gas and electric system and
infrastructure throughout the service area.

Our Relationship with PG&E

Ken Jones: We’ve had two business agents
in our decades-long relationship with PG&E.
While we may not always agree—and we
stake our ground forcefully—there is a
history of respect and trust that allows us 
to find solutions. We went through a rough
patch with the company in the 1990s. We
picketed; we protested. In 1995, we cemented
the relationship. The Utility came to both
unions and signed a partnership agreement.
We made tremendous strides in those
agreements. Based on that, we are working
on Transformation. The Utility is in a state of
change; who better to help make that change
than the employees who do the work?

Russ Jackson: There are disagreements,
but we have the foundation to continue a
constructive dialogue. There is a level of trust
and respect for each other, which allows that
to occur; it now forms the basis for our work
on Transformation.
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Engaging Employees in Transformation 

Annette Hope: Transformation will improve the processes and technologies employees use 
to do their jobs. We have great employees. They want to serve customers well. And, frankly,
the Utility hasn’t kept up with the technologies or integrated some of the processes to help
employees do that.

Employee engagement has brought bargaining employees onto the Transformation teams. The
analysis conducted and information collected by the management team was shared with the
bargaining unit employees, and the feedback and input have been invaluable. Understanding
how work actually gets done and executed makes a big difference. We intend to continue this
level of engagement through implementation.

Tom Dalzell: In the early months of Transformation, we were on the outside looking in,
anxiously awaiting an invitation. We’re now helping management make decisions that they
would ordinarily make themselves. While we know we won’t get everything we want, the
decisions being made are better than they would have been but for our involvement.

Ken Jones: We have different opinions. However, the decision-making process is a thousand
times better than it would have been if management made those decisions alone. For example,
the company explained benchmarking—where the company was across a variety of metrics.
Areas were identified, like the number of resource management centers, on which we disagreed.
Because of the process, we were able to settle on seven centers. I don’t think these types of
discussions, or results, would have occurred, but for employee engagement. Tremendous gains
have been made because of this cooperation.

The Value of Open and Honest Communication 

Tom Dalzell: When unions feel they don’t know everything management knows, we get
defensive, we shut down, and we come out against everything. When we understand the
Utility’s intentions, reasons, desired results, we are much more flexible. It has served PG&E well
to bring us into decisions that are historically made solely by management. It has changed our
thinking and made us more flexible.

Russ Jackson: A company’s competitive advantage is its people. So the questions become—
how much ownership do employees have, how much pride, how much information, how much
training so they can do their jobs well and make good decisions. So you can see how complex
and involved the employee relationship is and the importance of understanding how things
are going at every level. Critical to this is open and honest communication.

As Tom said, if there is a lack of understanding and inclusiveness, people feel disenfranchised
and defensive. That is not energizing. In the end, we all want the same thing—we want the
company to do well. When this occurs, everyone benefits.
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Ken Jones: Transformation created an interaction, a dialogue, in which we all have a better
understanding of and respect for each other’s roles and purposes within the organization. It’s
exposed how much we need each other to make PG&E the leading utility in the United States.

Preparing for the Future 

Steve Rayburn: We work collaboratively on staffing and training. On the IBEW side, we have 
a joint apprenticeship and training program that manages more than 30 state-certified
apprenticeship programs. More recently, with ESC, we developed programs to train estimators
and mappers.

Ken Jones: The program we established was modeled after the IBEW joint apprenticeship
program. It is a big commitment on PG&E’s part and one we appreciate.

Russ Jackson: Retention and attraction are challenging issues, given the national nature of the
marketplace. If we stand for things that are attractive to employees—treating people with
respect, including employees in Transformation, communicating openly and honestly, helping
them become owners of decisions, training them for the future, and providing opportunities—
we will be competitive in this environment.

The Meaning of Delighted Customers and Energized Employees 

Annette Hope: Delighting customers requires providing services consistently, meeting the
commitments we make, and exceeding expectations. It is how they feel about PG&E. Is there a
sense of trust? The energy crisis put a strain on our customer relationships, it diminished that
trust, and we are working to earn it back.

Ken Jones: Providing employees with the processes, tools, and information to provide our
customers with reliable, safe, efficient service will go a long way to energizing the employee
base. And we’re working on that.

Steve Rayburn: An energized employee is the employee that we’ve empowered to do their
job and do it well. And if we’ve exceeded customer expectations, we will have delighted them.
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Working Safely and Staying Healthy
Creating a safe and healthy workplace requires designing and maintaining hazard-free
workspaces, developing and implementing safe work processes, and investing in the
appropriate training and equipment to protect our team members. PG&E’s multifaceted Safety
and Health Program is designed to achieve these goals. The program ensures that we have a
systematic means to identify potentially unsafe or unhealthy situations, evaluate alternatives
for corrective action, and track our progress in avoiding and remedying these situations.

We are accountable for all of our own actions: these
include safety, protecting the environment, and
supporting our communities.

In 2005, PG&E enhanced its Safety and Health Program in the following ways:

■ We fully implemented a “Near-Miss” Program to identify and correct potentially unsafe
situations before an injury or illness occurs.

■ We initiated a Motor Vehicle Safety Program to train employees in safe driving practices
and decrease the rate of motor vehicle incidents involving employees.

■ We took steps to speed up medical emergency response times at our various facilities.
For example, we updated aging Automatic External Defibrillator (AED) equipment at our
headquarters location, and we established a pilot AED program at our McDonald Island
facility, where ambulance response times are greater than 40 minutes.

PG&E’s statistical safety performance improved significantly in 2005. For example, we reduced
lost workdays (LWDs) by 29.8 percent, compared with 2004. Since 2001, LWDs are down 51.8
percent. We attribute this significant improvement primarily to a Lost Workday Reduction
Initiative, which was launched at the beginning of 2002. The initiative helped to reduce LWDs
by improving communications, clarifying policies and procedures, strengthening
accountability, and emphasizing return-to-work efforts, such as increasing the availability of
light-duty transitional work. In 2005, we also exceeded our goal to reduce PG&E’s Lost Workday
Case Rate by 10 percent compared with 2004. Through the success of various initiatives
established to achieve this goal, the Lost Workday Case Rate was reduced by 29.7 percent,
compared with 2004. PG&E also reduced its OSHA Recordable Rate by 14.2 percent as
compared to 2004. The table below provides complete safety statistics for 2003 through 2005.
While we have made much progress, we recognize there is more we can do going forward, and
we are committed to doing so.
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A Safe Work Environment Fosters
Dedicated Employees and
Ensures Reliable Service

Delivering electricity and natural gas

is a 24/7 operation that, by the nature

of the services and the work required

to deliver them, inherently presents

safety risks and hazards. We aim for

an injury- and illness-free work

environment for the benefit of our

employees, our customers, and our

communities. Our Safety and Health

Policy forms the foundation for the

programs PG&E uses to achieve this

goal. This policy requires that:

■ Employees do their jobs with the

goal of creating a work and business

environment free from injury,

illness, and property damage for the

benefit of employees, customers,

and the general public;

■ Employees perform work in a way

that protects and promotes the

safety and health of themselves,

coworkers, and the public, and

comply with all applicable health

and safety laws and regulations; and

■ Each officer manages effectively the

occupational and public safety and

health matters concerning business

activities for which he or she is

responsible.



Safety Results for 2003 through 2005

Reporting Metric 2003 2004 2005

Total Lost Workdays1 63,638 60,766 42,639

Total Lost Workday Cases2 268 284 196

Total Lost Workday Case Rate3 1.37 1.48 1.04

Total OSHA Recordables4 1,445 1,365 1,142

OSHA Recordable Rate5 7.41 7.09 6.08

1 Total Lost Workdays is an internal PG&E metric that counts the number of workdays lost due to occupational injury or illness.

2 Total Lost Workday Cases is the number of non-fatal occupational injury and illness cases that (1) satisfy OSHA requirements for
recordability, (2) occur in the current year, and (3) result in at least one day away from work.

3 The Lost Workday Case Rate measures how frequently new Lost Workday Cases occur for every 200,000 hours worked, or for
approximately every 100 employees.

4 Total OSHA Recordables is the number of injuries and illnesses that meet OSHA requirements for recordability, i.e., (1) are work-related,
(2) are new cases, and (3) meet one or more OSHA general recording criteria.

5 The OSHA Recordable Rate measures how frequently occupational injuries and illnesses occur for every 200,000 hours worked, or for
approximately every 100 employees.

Workforce Diversity and Initiatives
The heart of PG&E is a diverse workforce of approximately 20,000 individuals representing a
remarkable range of backgrounds and life experiences. This diversity makes us stronger. It is a
source of new and innovative ideas. It empowers us to anticipate, understand, and respond
better to the needs of our customers and communities. It enables us to be more flexible and
adaptable to change. And it makes PG&E an interesting and engaging place to work.

The human resource practices and policies instituted by PG&E foster this diversity and are
reinforced by management commitment and leadership. PG&E complies not only with the letter
of all local, state, and federal laws and regulations impacting our workforce, but also with the spirit.

In 2005, PG&E began requiring all PG&E officers, directors, and managers to complete an
interactive, online Sexual Harassment Prevention Training program consistent with California’s
new, aggressive sexual harassment training requirements. The program not only helps to
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ensure that all PG&E leaders know how to prevent harassment from occurring in the workplace,
but it also provides tools to help them communicate with their staff about sexual harassment.

We respect each other and celebrate our diversity.

Our commitment to workforce diversity is also reflected in our recruiting strategies. Within the
next five years, 40 percent of all PG&E employees, and almost 50 percent of management
employees, will be eligible for retirement. Accordingly, over the next decade, PG&E expects to
hire thousands of new employees. We look for qualified candidates from all backgrounds and

have established programs to help us find those
candidates in a way that maintains and enhances the
diversity of our workforce.

One channel through which we work is PG&E’s Leadership
Program, which recruits graduates from MBA programs 
at top business schools that are not only academically
distinguished, but also are known for their diverse student
bodies.The program puts MBA graduates on an accelerated
track, developing them through a series of rotational
assignments within PG&E that give them a broad base 
of experience and knowledge about our business.

In addition, last year PG&E created the College Advisory
Council. The College Advisory Council is composed of
senior-level employees working to better integrate 
PG&E-wide college recruiting efforts and to position 
PG&E as an employer of choice, particularly in highly
competitive fields such as engineering, business, and
information technology. One focus of the program is
intensive diversity recruiting. PG&E works with the
National Society of Black Engineers, Society of
Professional Hispanic Engineers, and Society of Women
Engineers to target events and programs that attract
soon-to-be college graduates.

We also cultivate diversity through external partnerships
with programs and organizations that work with
minorities and women. For example, our partnership with
the Center for Training and Careers in San Jose helps
prepare and train women for careers in nontraditional
occupations at PG&E. Another example is our relationship
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2005 HEA Scholarship recipients

HEA members Claudia Mendoza and
Fausto Gortaire flank Guadalupe
Mercado, grand prize winner of PG&E’s
“La Ruleta de la Fortuna” at San Jose's
Mariachi Festival.

PG&E’s Helmet and HEA members
volunteer at the Viva Mexico Festival
in Bakersfield.



with the CalWorks Employee Connections program, which focuses on moving its clients from
government assistance programs to jobs that pay a living wage. Pacific Gas and Electric
Company was named “CalWorks Employer of the Year” by Santa Clara County for its role in
recruiting CalWorks clients to fill utility worker, customer service, and other positions.

We also work in association with organizations to help identify and educate the leaders 
of tomorrow. In 2005, PG&E committed to underwrite three Math & Engineering Science
Achievement Program (MESA) postsecondary student leadership conferences through 2008.
MESA is a recognized leader in developing tomorrow’s engineering, technology, and
management leaders from California’s educationally disadvantaged student populations.
These events will provide more than 300 math, science, and engineering students from
community colleges and four-year universities throughout northern California with the
opportunity to immerse themselves in leadership and career-building activities. Our
collaboration with MESA serves as an industry-education model. It ensures an improved 
quality of education for California’s diverse student community, and it expands the pool of
talent from which PG&E can draw.

We work closely with PG&E’s six employee associations to help us provide educational and
leadership programs and recruit within diverse communities.

In 2005, the six employee associations provided more than $98,000 in scholarship funds to
qualifying college-bound seniors throughout our service area. Also, the Black Employees’
Association (BEA) celebrated its 25th anniversary, while our Hispanic Employees’ Association
(HEA) welcomed the Sacramento Chapter into its fold, increasing the number of HEA chapters
to five throughout our service area. Our employee associations provide opportunities for PG&E
employees to better understand and celebrate diverse backgrounds and cultures, while also
providing opportunities for our employees to engage with and give back to their communities.
For example, in 2005, the HEA sponsored a booth at the Mariachi Festival in San Jose, where HEA
volunteers educated more than 500 visitors about the importance of energy efficiency and the
various programs available to assist customers in both reducing and paying energy bills.
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Representation of Women and Minorities in PG&E’s Workforce, 2003–2005

EEOC Category 2003 2004 2005

Women 26% 26% 31%

Officials and Managers 25% 26% 27%

Professionals 34% 35% 35%

Technicians 25% 16% 15%

Minority 35% 35% 35%

Officials and Managers 23% 23% 25%

Professionals 36% 36% 38%

Technicians 31% 31% 32%

Comparison of PG&E’s Representation of 
Women and Minorities to the National Utility Average

Category PG&E National Utility Average1

Women 31% 25%

Minorities 35% 20%

1 All U.S. utility companies.

This strategic approach to creating and maintaining a diverse, highly skilled workforce
increases our success in representing the communities we serve. Based on Equal Employment
Opportunity Commission (EEOC) definitions, PG&E’s workforce statistics for 2005 are presented
in the above tables. The statistics for 2005 are generally consistent with statistics provided for
2004 for representation of minorities in PG&E’s workforce, with a 5 percent increase registered
in representation of women in PG&E’s workforce.

And while representation of women and minorities in our workforce compares favorably to
other utilities throughout the United States, we recognize that we need to continue to identify
and invest in new ways to cultivate tomorrow's leaders and capitalize on California’s rich
diversity of backgrounds and perspectives.

For our efforts and achievements in creating and maintaining a diverse workforce and making
PG&E a great place to work, PG&E received the following awards and recognition, in 2005:

■ 30 Best Companies for Diversity—Black Enterprise magazine

■ Top Employers for Minorities—FORTUNE magazine

■ Corporate 100 Best Places to Work for Latinos—Hispanic magazine

■ Top 40 Companies for Hispanics—Hispanic Business magazine

■ Best Places to Work for GLBTs—Human Rights Campaign
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Employee Training and Benefits
To achieve our vision of being the leading utility in the United Sates, we must have energized
employees, delighted customers, and rewarded shareholders. Having a team committed to
excellence and innovation, and providing that team with opportunities, skills, and support is,
therefore, essential. We recognize that our people are our greatest asset and that to delight our
customers and reward our shareholders, we must energize our employees by investing in their
development and well-being.

To identify the technical and leadership skills needed today and in the future, PG&E is listening
closely to customers and employees, and is benchmarking its performance against that of
other utilities and identifying and implementing “best practice” programs and initiatives.

An example of such a “best practice” program is PG&E’s new Leadership Academy, launched in
the second half of 2005. The Leadership Academy provides intensive leadership training for
supervisors, superintendents, and managers. Classes provide instruction in building foundational
leadership skills, such as communicating effectively and managing workload responsibilities.

We work together as a team and are committed to
excellence and innovation.

These employees impact the largest population of PG&E’s workforce, so building leadership
skills among this group will, in turn, drive change and advance the organization at all levels.

We also initiated a new program in 2005 to acclimate and train new employees— the New
Employee Onboarding Program. As part of the program, every new employee at PG&E is
assigned a “buddy” within their work area responsible for introducing the new employee to 
the department, the office complex in which they will be working, and the surrounding
neighborhood, and for providing basic tips for navigating the work environment during the
new employee’s first months. The response from new employees and existing employees has
been extremely positive.

PG&E is also working closely with its three labor unions on workforce planning and training. For
example, last year we worked together with the International Brotherhood of Electrical Workers
(IBEW) to hold several forums on staffing issues, including pending retirements and training.

One way we address future staffing needs is through an aggressive effort to place employees
into apprenticeships. Since 2002, more than 2,100 employees—many of them new hires—have
participated in 23 apprenticeship programs that are part of PG&E’s learning curriculum.

As we anticipate hiring thousands of new employees in the years ahead, a critical challenge is
ensuring a transfer of knowledge from our existing workforce to our next-generation
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employees. In response, PG&E has launched the Knowledge Management Initiative (KMI) to
catalog procedures and practices from one generation of PG&Eers to the next, helping to
retain institutional knowledge and ensure smooth operations for our customers.

Clear Values and High Standards Form the Foundation of Leadership
Integrity is the foundation of a responsible company, and a clear commitment to compliance
and ethics is core to forming that foundation. PG&E is committed to acting with integrity and
aims to set the industry standard for managing ethics and compliance. To do that, in 2005, we
consolidated three existing compliance departments into a single organization to better
leverage resources and create an integrated compliance program that will work in partnership
with all of PG&E’s operating groups. This new organization, called Compliance and Ethics,
reports directly to PG&E’s Chief Risk and Audit Officer.

The Compliance and Ethics department is responsible for creating and implementing programs
to ensure that PG&E and its employees operate in full compliance with all applicable laws and
regulations as well as PG&E policies and standards, and adhere to high ethical standards in
every business decision. And, in concert with other departments and leadership throughout
the company, Compliance and Ethics is providing employees with a clear sense of the values
and behaviors critical to achieving PG&E’s vision of being the leading utility in the United States.

We act with integrity and communicate 
honestly and openly.

In 2005, our senior management worked together to establish a new set of values to guide our
behavior as an organization and as individuals. The values are presented on page 28 and
featured throughout this report.

Senior leaders in PG&E introduced the values through an extensive outreach program with
employees. Communications included a series of face-to-face meetings held throughout our
service area and collateral materials such as a DVD and hard copies of written materials that
were distributed to all employees.

We also communicate personal conduct expectations and our values through our annual
compliance and ethics training, which is required for each employee. Our Compliance and
Ethics department develops new training each year to address our employees’ needs and to
respond to their suggestions. In 2005, almost 100 percent of employees completed the annual
compliance and ethics training, as did nearly 100 percent of those required to complete our
Business Conduct Questionnaire (BCQ).
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Teamwork, Commitment,
Excellence, and Accountability:
Employees Exemplify Our Values

PG&E crews were hailed for their

heroic efforts to quickly rebuild

electric facilities and restore power

after a wildfire ravaged the town of

Manton in the foothills of Tehama

County. The fast-moving blaze

burned 3,000 acres and 34 homes. It

also consumed 47 power poles, a host

of transformers, and other electrical

equipment.

PG&E dispatched crews to the area,

totaling 65 employees, who worked

through the night and the entire next

day to restore power to the town of

700 people. At a community meeting

held just after the emergency had

passed, residents showed their

appreciation for the dedicated

employees, with thunderous applause.

Todd Stewart, North Valley

Operations, Maintenance &

Construction superintendent, praised

the teamwork and dedication of the

various teams responding to the

emergency. “We had crews from Red

Bluff, Redding, Chico, and Oroville—

it was a total team effort. The crews

did an amazing job.”

The restoration was coordinated by a

mobile command center stationed at

the Manton Service Center, which

had been endangered by the wildfires

as well. A firebreak of asphalt and

gravel protected the service center,

which allowed PG&E crews to do

their job and restore power quickly.

“Everybody is extremely happy with

PG&E,” said Mike Steiner, Manton

Community Church Pastor. “The

power was off for only 30 hours, and

we got it back in time for Sunday.”



In addition to existing compliance efforts, we launched a pilot program to develop and
implement a Corporate Compliance curriculum to be completed by all leadership employees.
Among the subject areas addressed in the coursework are insider trading, political laws,
copyright laws, environmental laws, and OSHA laws. The purpose of this training is to provide
broad-based, in-depth knowledge of the regulations affecting PG&E, the role of each employee
in meeting the rules and standards set by these regulations, and the importance of integrating
compliance into all aspects of how PG&E operates and does business.

In addition, we provide opportunities for employees to ask questions and report questionable
activities. PG&E’s Compliance and Ethics Helpline is available to employees, contractors, and
customers 24 hours a day. It handled almost 450 calls in 2005, which is down slightly from
2004. Calls are handled confidentially, and callers can remain anonymous.
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• We act with integrity and communicate honestly  
 and openly

• We are passionate about meeting our customers’  
 needs and delivering for our shareholders

• We are accountable for all of our own actions:  
 these include safety, protecting the environment,  
 and supporting our communities

• We work together as a team and are committed  
 to excellence and innovation

• We respect each other and celebrate our diversity

The
leading

utility in the
United States

Delighted Customers

Energized Employees

Rewarded Shareholders

Operational Excellence

Transformation

OUR VALUES

OUR STRATEGIES

OUR GOALS

OUR VISION

Our Vision and Values



We are connected to our communities, literally. Through every home, business,

and school we connect with people every day, providing them with the energy

they need to play, work, and learn. And we are connected to our communities

through our nearly 20,000 employees and their families, through the products

and services we purchase, and through the facilities and infrastructure that

crisscross northern and central California. That is why the economic and social

well-being of our communities is important to us, and why we believe it is our

responsibility to contribute to their growth and vitality.
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Linda Richardson

I am a longtime resident of Bayview Hunters
Point, a community activist, city commissioner,
an environmentalist, and the Chair of the
Close it! Coalition—the group coordinating
activities to facilitate the closure of Hunters
Point Power Plant.

My Community

Bayview Hunters Point is one of the best
kept secrets in San Francisco. It has an
incredible landscape, waterfront access,
and rich cultural diversity. However, the
environmental profile is unsustainable. In
addition to the power plant, there are
Superfund sites and waste processing and
industrial facilities. The efforts to close the
plant began in 1998. I was following electric
deregulation and heard PG&E was
considering divesting the plant. I called
Mayor Willie Brown and said an opportunity
existed to address some of the environmental
issues impacting our neighborhood. Instead
of waiting for a change in ownership,
perhaps we could convince PG&E that
closing the facility would be best.

Creating a Partnership

Mayor Brown assigned high-level staff to
work on the issue and put me in touch with
Bob Harris, who was already very active in
the community. After deliberating at length
and exploring all the issues, we concluded
that closing the plant was possible. At that
point, we entered a new phase with PG&E—
a partnership.

Bob Harris

I am Vice President of Environmental, Health,
Safety, and Technical Services for Pacific Gas
and Electric Company. I have been with the
company for 34 years.

The Community

PG&E has a long history of being responsive
to our communities. We could have taken
the position to just sell the Hunters Point
Power Plant and taken the money. But we
recognized that PG&E is a vital part of this
community, and all the communities we
serve. Even without ownership of the plant,
we would continue to be a part of the
community.

Creating a Partnership

Our relationship with the Bayview Hunters
Point Community was and is important to
us—as a neighbor and an active community
member. We learned a long time ago that to
be a good neighbor and to be a constructive
member of the community, you have to
listen to your neighbors. Our neighbors
wanted to find a way to close the plant. That
is what they told us. So, we created a
partnership to find a mutually agreeable and
beneficial way of doing that.
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Understanding What It Takes

Linda Richardson: Through our discussions, we recognized that it wasn’t as simple as turning
off a switch—there were regulatory requirements and reliability needs that had to be met
before the plant could be closed. It was going to be a long process and one neither PG&E nor
the community could do alone.

Bob Harris: PG&E understood that because we need to ensure the reliable and safe operation
of our system, we needed to find alternatives to the plant. We also knew that closing the plant
would require the approval of myriad agencies and the cooperation of communities outside of
Bayview Hunters Point. It is something we could not accomplish without the full commitment
of the community. So we sat down and forged an agreement.

Working Together

Linda Richardson: We worked very closely with PG&E during the regulatory and permitting
approval processes for the transmission lines, and to facilitate ongoing community forums to
disseminate information. We brought out members of our community and representatives
from communities around the Bay Area to support this effort. Notably, the Southeast Alliance
for Environmental Justice, Bayview Hunters Point MultiPurpose Seniors’ Center, A. Phillip
Randolph Institute, and faith-based leaders and groups joined the campaign. This would never
have happened but for the relationship that was created with the community—a relationship
built on trust and integrity—and nurtured by PG&E. But for our mutual commitment, we would
not have gotten to this point. Instead, we would remain in an adversarial relationship, fighting
and staging protests, and it would have cost PG&E time, money, and goodwill.

Institutionalizing Our Commitment

Bob Harris: After the agreement to partner with the community to close the plant, we
embarked upon creating an environmental justice policy. We recognized that, if we did not
have some principles by which we were willing to live, we were going to be in trouble—no
matter how good our intentions. This policy, approved in 2000, requires us to engage in
constructive dialogue with the community, plain and simple—not tell them what we’re going
to do, but rather to communicate our intentions, understand community concerns, get ideas,
and work cooperatively to move forward.

It’s cheaper from a business perspective to have policies that bring clarity to your operations.
With the right policies and procedures, you know what you need to do to operate successfully
in a community. If a community doesn’t want you, you are going to spend millions fighting, and
will most likely lose. Even if you win, you will have lost. You will have lost trust, impugned your
reputation, and made operating in other communities harder.

Linda Richardson: The environmental justice policy helped PG&E to re-think and re-assess
how it viewed environmental issues to become a better company, a better community
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member, and a model corporation. That policy says PG&E values community concerns and has
a thoughtful process for engagement. From the public perspective, the decision was a major
milestone and a big step in the right direction for PG&E.

Environmental Quality Contributes to Community Vitality

Linda Richardson: When I turn on the radio or the TV, I hear the new CEO of PG&E talk about
the company’s commitment to renewable energy and energy conservation. Those messages
resonate with the community; there is a sense of pride that our energy company understands
the importance of these issues and is committed to leadership.

Bob Harris: Our business success is tied to the vitality of our communities. A healthy
environment is critical to a healthy community, and healthy communities are critical to our
business-success. It is also important for the well being of our employees. They live in our
communities, in Bayview Hunters Point. We want our employees to be active community
members and proud of PG&E.

Linda Richardson: The decision we arrived at—to clean the site to residential standards once
it is closed—will provide the community and the City with the opportunity to bring in billions
of dollars of investment. This area will undergo a revitalization of a magnitude that San
Francisco has never seen. A healthy waterfront will provide opportunities for jobs, new tax
revenues, and new customers for PG&E.

Earning Trust

Linda Richardson: Initially, there was not the level of trust there is now. Our relationship
evolved and PG&E finally got it—the importance of listening to what the community was
saying. Now there is a level of trust and PG&E is accepted as a member of the community. The
community-at-large is watching, and we hope the mutual trust will be sustained.

Bob Harris: You grow and develop relationships. You cannot purchase a relationship. If you try,
the price keeps going up. If you build a relationship—based on trust and mutual understanding
—it will last and deliver returns for years to come for everyone involved. As long as you are
trustworthy, you can always have that relationship.
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Corporate Philanthropy
One of the ways we connect with our communities and contribute to their vitality is through
our charitable contributions program. PG&E increased its shareholder-funded charitable
contributions from approximately $7.6 million in 2004 to $11.9 million in 2005, and we did it in a
way that was responsive to the needs of both the communities and the constituencies we serve.
PG&E provided cash grants, in-kind contributions, and other forms of support to nonprofit
organizations and government agencies throughout northern and central California, as well as
to some statewide and national organizations. To do this, we worked with communities and
local organizations to identify community needs and develop programs to deliver targeted
contributions. In 2006, PG&E plans to make charitable contributions totaling $14.7 million.

In 2005, we targeted five broad areas for charitable giving: education, energy and environment,
emergency preparedness, economic development, and civic and community. The chart above
provides an overview of the percentage of contributions in each area.

Within these categories, we directed a significant portion of the contributions to support
organizations working in underserved communities. For example, in 2005, approximately 65
percent of our corporate contributions went to organizations supporting low-income
communities, people of color, senior citizens, the disabled, the homeless, the working poor and
unemployed, and the GLBT community. In addition, 18 percent of our corporate contributions
went to organizations run by minorities.

Examples of PG&E’s 2005 contributions are provided below. For a complete listing of charitable
contributions made in 2005, please visit www.pge.com.

■ Providing almost $300,000 to 60 community-based organizations for local
economic development and community development projects through PG&E’s
Economic Development Grant Program. Recipients included the following:

• California Central Valley Economic Development Corporation—Central California,
Your West Coast Address for Success Project. PG&E’s support is helping this
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Responding to Disaster

Like many people across the country

and throughout the world, PG&E and

its employees were moved by the

aftermath of Hurricane Katrina and

wanted to help. PG&E’s employee

associations worked together to reach

out to employees, who gave generously

to hurricane relief. PG&E assisted its

employee associations in these efforts

and made it possible for employees 

to sell vacation time and donate the

proceeds to the American Red Cross.

In total, PG&E and PG&E employees

donated almost $720,000 to the

American Red Cross, and PG&E

donated an additional $50,000 to other

local charities for hurricane relief.

In addition to monetary donations,

PG&E worked with the utilities

affected by Hurricane Katrina to

assist in the restoration of areas

severely damaged by the natural

disaster. We also helped Red Cross 

call centers respond to the influx of

requests from Hurricane Katrina

victims by lending the assistance of a

number of our call center employees

to support the Red Cross’ efforts.

Continued on page 35
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As a result of increased demand and tight supplies, natural gas prices

all across the United States were significantly higher during the

winter of 2005 than the previous winter. Managing energy costs is

difficult for many of our customers, and when prices unexpectedly

rise for a customer, it can be even tougher. That is why PG&E

worked with consumer groups, community organizations, state and

local officials, and others to alert our customers about rising energy

costs, to educate them on steps they could take to reduce their

energy needs, and to provide them with opportunities to reduce

costs and get assistance.

As part of this effort, and in partnership with The Utility Reform

Network, PG&E proposed the 10/20 Winter Gas Savings Program to

the California Public Utilities Commission in November 2005.

Under this program, residential and small business customers who

reduced their energy usage by at least 10 percent from January to

March 2006—as compared with the same three months in 2005—

received a 20 percent rebate on the PG&E natural gas charges in

their April or May bills. Enrollment in the program was automatic—

customers simply needed to start and continue conserving to save.

In addition to the 10/20 program, PG&E participated in a national

effort to raise awareness about high natural gas prices and to educate

consumers about actions they could take. Known as the Power Is in

Your Hands campaign, nonprofit energy efficiency organizations;

industry trade associations; companies, including PG&E; and

government agencies worked together to develop and distribute

informational materials to consumers all over the country to help

them prepare for the winter and understand how they could reduce

their energy costs.

And, finally, PG&E continued to promote and work with

community-based organizations to reach and sign up customers for:

■ The California Alternate Rates for Energy (CARE) program,

under which income-qualified households can save 20 percent 

on utility bills;

■ The Relief for Energy Assistance through Community Help

(REACH) program, an emergency assistance program sponsored

by PG&E and administered by the Salvation Army for low-income

customers who experience a sudden or uncontrollable change in

their financial ability to pay for energy services;

■ Energy Partners, a free weatherization program provided by PG&E

and administered by PG&E-approved contractors for eligible low-

income households to make their homes more energy efficient; and

■ The Low Income Home Energy Assistance Program (LIHEAP),

which provides financial assistance with energy bills and

weatherization projects through local government offices and

nonprofit organizations. PG&E also worked cooperatively with

national organizations and elected officials to try to ensure that the

LIHEAP program was fully funded by the federal government so

that it could serve all those in need of assistance.

Helping Our Customers and Communities Mitigate 
High Winter Heating Bills



organization attract expanding businesses to central California, where high
unemployment rates are creating a significant need for economic development
opportunities. This multicounty coalition includes Kern, Kings, Tulare, Fresno, Madera,
and Merced counties.

• North Coast Small Business Resource Center—Remote Business Venture Workshops.
PG&E funding allows the Center to expand its business training outreach to low-
income and Native American businesses in remote areas of Humboldt County.

■ Promoting Latina leadership through a $75,000 grant to support Hispanas
Organized for Political Equality’s (HOPE) Leadership Institute. PG&E helped HOPE
launch the Leadership Institute in 1999. HOPE is a nonprofit, non-partisan organization
committed to helping Latinas achieve political and economic parity through leadership
training, advocacy, and education. The Leadership Institute provides selected
participants with leadership, civic, and skills training with a focus on the issues of health,
economic development, and education.

■ Increasing the competitiveness of small and minority-owned businesses in the
Sacramento area by supporting the Alliance for Business and Community. The
Alliance is a collaboration of the Sacramento Hispanic Chamber of Commerce, the
Sacramento Black Chamber of Commerce, and the Sacramento Asian-Pacific Chamber of
Commerce. PG&E sponsored a daylong conference at which PG&E employees shared
information about its Supplier Diversity Program and Diversity Recruiting Initiative to
provide information about opportunities and educate businesses on how to access them.

■ Preparing Bay Area communities to respond to future disasters by becoming the
first and lead sponsor of the Prepare Bay Area initiative. Prepare Bay Area is an
initiative by the American Red Cross, Bay Area Chapter, to train one million Bay Area
residents to prepare for and respond to large-scale disasters. We have committed
$1 million over three years to fund the initiative and are providing our longstanding
expertise in preparing for and responding to emergencies. The initiative will place a
significant emphasis on preparing families and individuals in underserved communities.

We are accountable for all of our own actions:
these include safety, protecting the environment,
and supporting our communities.
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■ Improving the environment and educating children through our Solar Schools
program. Solar Schools provides participating schools with a solar energy installation
and solar science teaching materials. In the program’s second year, we doubled the
number of participating schools to 20, provided 25 cash grants to fund “Bright Ideas”
science projects, and doubled to 400 the number of teachers who attended PG&E-
sponsored solar science curricula training. These teachers will reach nearly 59,000
students throughout our service area. In 2006, we plan to add 30 new schools, train 
600 additional teachers, and contribute $200,000 in Bright Ideas grants.

■ Providing nearly 5,000 low-income, first generation, college-bound students in
Fresno County with information on more than 100 colleges and universities
throughout California. In partnership with the Fresno County Office of Education, PG&E
hosted College Night for students from 34 school districts. Students were able to speak
with college representatives, gather information on scholarship opportunities, and get
advice on college planning and the admissions process. Information was provided to
students in English, Spanish, and Southeast Asian languages.

■ Raising awareness of important environmental issues by supporting World
Environment Day events hosted by the City of San Francisco. PG&E donated facilities,
provided environmental expertise, installed and connected solar panels, made a day’s
worth of the energy used to power the event “climate-neutral,” and contributed
$100,000 to help offset the cost to the City. World Environment Day was established 
by the United Nations Environment Programme in 1972 to stimulate environmental
awareness and enhance political attention and public action on important
environmental matters.

■ Making it easier for elderly residents in San Francisco’s Mission District to pay their
energy bills and get assistance. PG&E and Centro Latino, a community-based nonprofit
organization, initiated a unique partnership to launch a neighborhood payment center
in San Francisco. Centro Latino serves a primarily elderly clientele with a wide variety of
services, ranging from Meals on Wheels to information and referral and extensive case
management support services. The facility expands PG&E’s presence in the community
and enhances our ability to serve customers in their neighborhoods.

■ Teaming with the University of California Santa Cruz Predatory Bird Research
Group (PBRG) to educate children and inform the public about the majestic
peregrine falcon. Nicknamed “Gracie,” a peregrine falcon gave birth to four chicks 
on the ledge of the 33rd floor of the Utility’s headquarters building in downtown San
Francisco. PG&E worked with PBRG to install a webcam near the peregrine’s nest to 

Continued on page 38
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Wayland Chan
Internal Auditing, PG&E Corporation
President, PG&E’s Asian Employees’
Association (AEA)

There are approximately 400 employees in

the AEA. We serve not only as a social and

educational organization — celebrating our traditions and customs

and sharing them with others at PG&E — but also support our

communities by coordinating volunteer activities, helping fundraise

for community-based organizations, and providing scholarships to

disadvantaged college-bound youth.

Anni Chung
President and CEO, Self Help for the Elderly
San Francisco

We were established in 1966 as an

outgrowth of anti-poverty efforts. At that

time, we served 50 meals a day to low-

income seniors in one center in Chinatown. Today, we serve

approximately 25,000 low-income seniors, mainly Chinese, Filipino,

and Vietnamese, and provide meals, language assistance, housing

assistance, and other support to our communities in San Francisco,

San Mateo, and Santa Clara counties.

Partnering to Serve Our Communities

Anni Chung: Our partnership helps our community members and

the broader San Francisco community. We partner with PG&E to

work with the neediest members of our community to take advantage

of rebate programs and discount

programs. We help PG&E educate our

community members about energy

assistance programs, such as CARE and

LIHEAP. In addition, if the company

needs to explain upcoming construction

activities or other changes, we help. If a

PG&E employee knocked on the door of

a monolingual resident or business in

Chinatown, they wouldn’t let you in. But

with partners like us, there is a trust and

recognition. Our partnership helps to

extend PG&E’s presence to people that

otherwise wouldn’t know the company

beyond the bills it sends.

Involvement Is Energizing

Wayland Chan: PG&E’s support of our employee associations and

community-based organizations energizes employees. We want

PG&E to do more than collect bills. We want PG&E to give back,

to protect the environment, to reach out to the underprivileged 

and underserved. As an employee association, we focus on our

communities and invite organizations to participate with us, such 

as Self Help, to help us think strategically about our community

involvement. We incorporate that into our planning, and convey 

that information to the company through our officer sponsors.

Our members are energized and excited that we can do these things

and that the company provides such strong support.

Continued Commitment Is Key to Building Trust

Anni Chung: We value a corporation by what it does for the

community. Throughout the years when Pacific Gas and Electric

Company was in bankruptcy, you couldn’t do what you had

historically. But you maintained your presence and did what 

you could. Your employees stepped up, and you didn’t cut off

community services or ties. You understand that the community

relationship is not separate from the business. We, as customers,

pay a lot to PG&E. So we need to feel that you recognize our needs,

respect our concerns, and are willing to engage and support us.

Our community is very loyal. It will be there for a company as long

as it is accountable and we trust that it will be here for us. PG&E

earned that trust.

Being a Responsible Company

Wayland Chan: The relationship

between Self Help and PG&E, and other

community-based organizations, will be

even stronger going forward. The new

management team at PG&E is putting 

an even greater emphasis on our

relationship with our communities. We

are re-engaging and doing so in a big

way. For example, PG&E is encouraging

all officers and directors to volunteer

with community organizations and 

to help identify new partnership

opportunities for PG&E. So we will be

doing even more.

Supporting Our Employees to Better Support Our Communities

AEA members and PG&E employees Leonides Jong and
Tony Ni volunteer to help provide meals to Self Help 
clients in San Francisco.



broadcast live images from the site—attracting a worldwide audience that visited the
website more than two million times between March and May of 2005. To help raise
awareness about these fascinating raptors and related topics, PG&E also provided a
$35,000 contribution to support PBRG’s educational outreach program, which traveled
to more than 50 elementary, junior high, and high schools in 2005.

In addition to the $11.9 million in shareholder-funded contributions granted in 2005, PG&E’s
employees again demonstrated a great commitment to nonprofit organizations in their
communities through the company’s Campaign for the Community. Donations pledged in
2005 exceeded $2.7 million, compared with $2.5 million in 2004. These donations, made by
nearly 6,500 employees, will help support more than 3,000 organizations throughout our
service area and California.

Volunteering and Demonstrating Community Commitment
PG&E’s employees demonstrate commitment to improving the health and well-being of the
communities we serve every day, through their actions both on and off the job. Not only do
they donate generously to nonprofit organizations, they also give generously of their time. At
all levels of the company, we encourage employees to volunteer their time and expertise to
support our communities and to lend a helping hand. We do this by organizing volunteer
events and opportunities, recognizing employees for exceptional commitment and service,
and communicating the importance of community service and involvement through our values.

This section on volunteerism is a new addition to PG&E’s Corporate Responsibility Report.
Whereas the Second Annual Corporate Responsibility Report provided an overview of some of
PG&E’s volunteer activities, the discussion in this year’s report serves to highlight those efforts,
as well as our commitment to identify and institute metrics and best practices from other
leading companies with regard to employee volunteerism, and to track our performance and
report on our progress.

Some examples of coordinated efforts currently underway at PG&E to encourage and enhance
employee volunteer efforts include the following:

■ Partnering with Junior Achievement. For four years, PG&E employees have been
actively involved with Junior Achievement’s Elementary School Program, which 
provides a look at how education and economics play a role in the workplace. During
the 2004–2005 school year, 210 PG&E volunteers taught in 184 classrooms in the San
Francisco Bay Area.

Continued on page 40
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In 2005, PG&E initiated a new partnership with Habitat for

Humanity called the Solar Habitat Program. The program will

reduce the electricity bills of low-income families by providing them

with the latest solar technology and equipment. Through this

program, local Habitat for Humanity chapters use charitable grants

from PG&E to cover installation costs for solar-powered systems

they build for low- and moderate-income families.

For example, PG&E contributed $75,000 to fund solar electric

systems for 15 affordable homes in Livermore. The

development is East Bay Habitat’s first 100 percent

“green” building project. In addition to the solar

panels atop each home, PG&E helped to ensure

that other energy-efficient measures were

implemented during construction,

such as planting deciduous trees to shade homes during the

summer and let sun in during the winter, and installing concrete

slabs at the base of each house to minimize temperature swings 

in summer and winter.

PG&E not only provided funding and technical expertise for this

effort, but employees also volunteered to help build the homes.

PG&E crews erected wood framing, and other volunteers hammered

nails and moved dirt.

During the course of 2005, PG&E contributed

$115,000 to fund solar electric systems on Habitat

homes in the Bay Area and Yolo County and also

to provide training to other Habitat chapters

throughout our service area.

Partnering with Habitat for Humanity to 
Provide Energy-Efficient Housing



■ Protecting and improving the environment. Through our Volunteer Stewardship
Program (VSP), we work with environmental restoration groups to help identify and
coordinate opportunities for employees and their families to take part in projects to
help clean up their communities and protect and enhance the environment. In 2005,
almost 1,000 employees and their families and friends participated in various VSP-
sponsored projects, including an Earth Day event in partnership with the California State
Parks Foundation. Nearly 800 PG&E volunteers spent Earth Day helping to clean up and
restore habitat at 12 California State Parks throughout our service area. Other notable
VSP events include a partnership with Save the Bay for Ring the Bay Day, when more
than 100 PG&E volunteers rolled up their sleeves to help restore wetlands in three Bay
Area locations, and the 18th consecutive Russian River Clean Up, when more than 40
PG&E volunteers helped to restore this important watershed.

■ Helping our employees help each other. Through PG&E’s Peer Volunteer Program, 30
employees helped coworkers cope with drug and alcohol dependency and recovery
issues in 2005. The program was first implemented in several field offices in 2002
through combined efforts of PG&E senior management, the company’s Employee
Assistance Program, and labor union representatives from the IBEW and the ESC. In
August 2005, we made assistance through the program available to all of the company’s
field offices and headquarters. In recognition of the program’s success, Marin Services for
Women, a nonprofit offering alcohol and drug treatment programs for women and their
families, presented PG&E with its Corporate Leadership Award in 2005.

■ Recognizing exceptional commitment and service. In 1986, PG&E established the
Frederick W. Mielke, Jr., Award, which recognizes employees for outstanding community
service and provides organizations selected by the winners with a $5,000 charitable
contribution from the company. In 2005, five employees won this award.

Over the next several years, PG&E intends to implement additional programs and initiatives to
identify organizations that could best benefit from PG&E volunteers, encourage employees to
donate their time, and make it easier for employees to do so.

Continued on page 42
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Building better communities is a core value of the five recipients of

the 2005 Frederick W. Mielke, Jr., Award. The Mielke Award,

established in 1986, recognizes outstanding community service by

Pacific Gas and Electric Company employees. It is named in honor

of Frederick W. Mielke, Jr., who served as Pacific Gas and Electric

Company’s Chairman and CEO from 1979 to 1986, and was known

for his efforts to encourage employees to give back to the

communities that PG&E served.

In 2005, five employees won the Mielke Award. These five employees

epitomize a spirit of partnership, community service, and giving.

Mike Ballard
Senior Engineering Technician,

San Ramon

Through hours of

classroom and hands-on training,

Mike received his coaching

certification to work with and

train a team of athletes with

Special Olympics of Northern

California. Mike works with

anywhere from 10 to 30 athletes in

numerous summer and winter sports, helping them to improve their

endurance, learn sporting fundamentals, and understand and

experience the joy of athleticism and teamwork.

Chris Bennett
Distribution Supervisor,

Jackson

Chris has lived his

entire life in Amador County; he

is part of the community and

cares about the well-being of his

neighbors. Chris volunteers his

time with Amador Stars, a local

cancer support organization, and

The Arc of Amador and Calaveras

Counties, which provides services to individuals with developmental

disabilities. Chris is an active fundraiser for these organizations and

also helps to coordinate efforts of other volunteers.

Nic Gaudiuso
Administrative Programs Supervisor at Diablo

Canyon Power Plant,

San Luis Obispo

For Nic, community service is a

part of life. For nearly 20 years,

Nic has volunteered his time to

various organizations in and

around San Luis Obispo, most

recently working with the Make-

A-Wish Foundation. Nic is

currently Vice Chair of the San

Luis Obispo chapter and, since 2002, has worked directly with

children to make their wishes come true.

Don Howerton
Attorney, San Francisco

Don has a

longtime

commitment to community

service, so when he relocated to

the Bay Area, he sought out

community organizations that

could benefit from his time and

energy. Don found Dolores Street

Community Services, which offers shelter, support, and advocacy

services to homeless members of the community, primarily

working-poor Latinos and people with AIDS. Don provides legal

support to Dolores Street, in addition to working with those who

use its services.

Lee Nave
Business Customer Specialist, Fresno

Lee is a lifelong

member and

leader of the Girl Scouts of

America. For 32 years, Lee has led

troops, developed trainings for

scouts and scout leaders statewide,

and organized events. Last year,

Lee helped form “Friends of El-O-

Win” to restore 58 acres that had served as a Girl Scout summer

camp, until it fell into disrepair three years ago.

Recognizing Outstanding Community Service



Supporting Economic Vitality through Supplier Diversity Initiatives
As a major purchaser of goods and services, PG&E has a significant opportunity to help other
businesses grow and to strengthen the state and local economies in our service area. We
believe that providing economic opportunities is especially important when it comes to
supporting women-, minority-, and service-disabled-veteran-owned business enterprises
(WMDVBE, or diverse enterprises). To access this diverse supplier base and to identify and forge
relationships with quality, cost-competitive enterprises, PG&E created a Supplier Diversity
program 25 years ago. This program provides diverse enterprises with the maximum
practicable opportunity to supply products and services required by PG&E.

By actively participating in and partnering with key community-based organizations (e.g., San
Francisco Black Chamber of Commerce and Industry Council of Small Business Development)
in an advisory capacity or through sponsorship of events that promote local business growth
and development, we are better able to understand their needs and to improve their access to
business opportunities with PG&E.

Our relationship with Universal Plastic Recycling is an example of a successful and mutually
beneficial effort to work with and support diverse business enterprises within our
communities. PG&E assisted Universal Plastic Recycling in receiving certification as a Minority
Business Enterprise. This helped Universal Plastic Recycling compete successfully for a
contracting opportunity to provide recycling services at a PG&E facility in Fremont. The
partnership saved PG&E $38,000 in waste disposal costs, earning the company the 2005 “Green
Award” from the Bay Area StopWaste Program. It also provided Universal Plastic Recycling with
an anchor client from which to expand its business.

In 2005 PG&E elevated its diversity spending to the highest level in the 25-year history of the
program. PG&E spent $357.7 million with diverse suppliers in 2005, a 21 percent (or $61.5
million) increase over 2004. PG&E’s WMDVBE purchases in 2005, as a percentage of overall
purchases, were 19.4 percent, compared with 18.5 percent for 2004.

Category CPUC* Target (%) PG&E’s 2005 Results (%)**

Minority Men 12.0 8.7

Minority Women 3.0 4.0

Minority Business Enterprise (MBE) 15.0 12.8

Women Business Enterprise (WBE) 5.0 5.5

Subtotal Women, Minority Business Enterprise (WMBE) 20.0 18.3

Service-Disabled-Veteran Business Enterprise (DVBE) 1.5 1.2

Total WMDVBE 21.5 19.4

* California Public Utilities Commission

** Column totals may not add up due to rounding.
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More specifically, spending with minority-owned business enterprises (MBEs) totaled $235.6
million in 2005, or 12.8 percent of total spending, which is a $57.6 million increase over 2004.

The largest increase in MBE spending went to minority women business enterprises. Spending
with minority women business enterprises in 2005 totaled $74.6 million, representing a $39.6
million, or 113 percent, increase over 2004. Spending with service-disabled-veteran business
enterprises in 2005 totaled $21.2 million, or 1.2 percent of total spending, a $4.8 million
increase over 2004. We are proud of our efforts and improvement, and recognize that there is
more we can do, and need to do, to enhance outreach efforts to improve our results and better
support diverse enterprises in our communities.

Keeping Our Communities Safe
Creating a safe environment for our customers and communities is as important to us as the
safety of our employees. PG&E’s comprehensive and ongoing Public Safety Information
Program focuses on increasing awareness of the safe and proper use of gas and electricity, as
well as helping people live and work safely around utility infrastructure.

hrough the program, we develop and distribute easy-to-understand, user-friendly materials to
convey important public safety information. We also look to identify creative, effective ways to
communicate this information. For example, to better attract and maintain the attention of our
school-age community members, we created the “Helmet” mascot, who visits community
events and venues to distribute educational materials, talk about our many safety programs,
and provide helpful safety hints.

Some examples of our programs and 2005 activities include the following:

■ SafeKids School Safety Program. Over the past six years, PG&E has increased
distribution of its SafeKids gas and electric safety materials in elementary and middle
schools (grades K through 8) from 160,000 students in more than 5,300 classrooms, to
approximately 800,000 students in almost 24,000 classrooms. PG&E’s materials, which
include booklets, videos, and posters, have reached almost 85 percent of the schools in
our service area.

■ Contractor Outreach. Twice each year, PG&E offers gas and electric safety materials to
more than 50,000 contractors. These materials include bilingual brochures, posters, and
videos. Over the past four years, more than 120,000 individual workers have received
these materials through their employers. In addition, PG&E works with trade associations
such as the Associated General Contractors of California and the California Groundwater
Association to distribute safety information directly to their members.
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Ensuring the Safety of our
Underground Vaults

On August 19, an underground

electrical vault in San Francisco

exploded, seriously injuring a

pedestrian. We ordered an immediate

investigation by an independent

expert while an internal team headed

by Pacifiic Gas and Electric

Company’s Senior Vice President 

of Transmission and Distribution

launched an expanded inspection 

of all 1,115 transformers in San

Francisco.

The independent investigators

determined that the explosion was

caused by moisture intrusion into 

the high-voltage primary chamber

attached to one of the vault’s

transformers through an improperly

sealed gasket. Our internal investiga-

tion did not show any similar issues

at the other locations inspected.

In a note to all PG&E’s employees,

the Utility’s President and CEO

committed that “All findings [of the

ongoing investigations] will be

incorporated into our ongoing

maintenance and operation program.

PG&E’s main concern is for the safety

and well-being of the public.”



■ First Responders Program. PG&E continues to provide fire and police departments
with the knowledge and materials to train their employees on the safe and proper
response to downed power lines, incidents involving cars and utility poles, and
underground dig-ins.

Important efforts last year also included working with the California Department of Boating
and Waterways to alert and educate the public about safety during high spring run-off flows
on the waterways that are part of PG&E’s hydroelectric system. PG&E also collaborated and
cooperated with other California water managers to avoid flooding and ensure maximum
public recreation opportunities during the late and prolonged 2005 spring run-off. In addition,
PG&E conducted highly successful exercises to simulate and improve preparedness for a
hypothetical dam break at the Mokelumne River hydroelectric project. The tests were notable
for the high degree of engagement with federal, state, and local public safety officials, including
the Counties of Amador and Calaveras and the City of Jackson, in joint planning and execution.

For our efforts, PG&E’s public safety information program has been identified as “best in class”
by AEGIS Insurance Services, an international insurer of gas and electric utility companies, as
well as by numerous peer utilities across the country.

Environmental Justice
In order to be responsive to our customers and communities, we must first understand their
concerns and they must understand our intentions. Producing, transporting, and distributing
natural gas and electricity to more than 15 million customers throughout 70,000 square miles
requires power plants, thousands of miles of pipelines and transmission and distribution wires,
and thousands of vehicles and other equipment necessary to maintain this infrastructure and
deliver this service.

The facilities used to serve our customers are often close to population centers to ensure
reliable power and efficient service. It is our responsibility to balance the need to maintain and
enhance these facilities to meet our customers’ needs, with the responsibility to understand
and respect the needs of our neighbors. Our efforts to strike this balance are guided by a
formal Environmental Justice policy and program. This policy and program, which includes
employee education and training, focuses on ensuring that we manage facilities in an
environmentally responsible manner, in compliance with all laws and regulations, and in a way
that minimizes impacts on adjacent communities.
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Examples of our environmental justice policy in action during 2005 include:

■ Working closely with the Fort Mojave Tribe to develop and implement a cultural
sensitivity training program for PG&E employees and contractors responsible for
operations and maintenance of our Topock Natural Gas Compressor Station located near
Needles, California. The lands around, and in some cases on, the site are religiously and
culturally significant to the Fort Mojave.

■ Throughout 2005, PG&E engaged with the Fort Mojave to understand their concerns
and to share information with them on the critical operations and activities that must
occur at the compressor station both to provide reliable service and to undertake
extensive environmental remediation efforts to contain and clean up hexavalent
chromium contamination at the site. (See Taking Responsibility for Historical Environmental
Impacts on page 58.) These efforts included regular meetings between PG&E employees
and representatives from the Fort Mojave to discuss planned and ongoing activities,
identify potential areas of concern, and find mutually agreeable ways of performing
necessary activities.

PG&E is also working with the Fort Mojave to resolve concerns over the location and
operation of a water treatment facility located on the site, including issues raised 
as part of a lawsuit filed by the Fort Mojave against PG&E and the State of California 
in April of 2005.

■ Fulfilling our commitment to close the Hunters Point Power Plant. PG&E completed 
nine transmission construction projects in order to bring enough electricity into San
Francisco to enable the permanent closure of the plant. Four of these projects were
completed in 2004 and another three in 2005. The final two transmission projects were
completed in the spring of 2006. The plant ceased operations on May 15, 2006, when the
California Independent System Operator (ISO) certified that the plant could be closed
without jeopardizing reliability for our customers. After decommissioning the plant, it
will be demolished. For reliability, one transmission substation will remain on-site. We
will cooperate with local, state, and federal agencies to remediate the site, with the goal
of cleaning it to allow residential development. Please click here to see the press release
for additional details on the closing of the facility

■ Developing a systematic approach for screening PG&E’s facilities for environmental
justice risks and for identifying opportunities for community collaboration. This process
will allow PG&E to better understand and integrate community concerns into facility-
related operational, maintenance, and expansion plans at the outset of any project.
It will also allow PG&E to find opportunities to leverage and incorporate community
insights and expertise and for community priorities to be met.

45



Some businesses view the environment as a compliance issue, a regulatory

issue, something that inhibits growth and progress. At PG&E, we take the

opposite view. The way we manage our environmental impacts; find better,

more innovative ways to meet environmental standards; and step out on

important environmental matters is a source of pride for our employees. It

also means that our communities can breathe easier and continue to enjoy

California and all its beauty. And it means that our shareholders can be

assured that we are proactively reducing environmental risks, performing

work more efficiently, and identifying opportunities.
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Dr. Fritz Reid
Director, Conservation Planning
Ducks Unlimited, Western Region

Planning for the Future

Ducks Unlimited has a presence in all 50
states. I work in our western region, helping
to position Ducks Unlimited for the future—
think strategically about where we should be
working and with whom to protect, restore,
and enhance the important habitats of water
fowl and other water birds so that there are
viable populations.

Establishing a Partnership

In Texas, we worked with a number of
natural gas companies to start the “Pipe
Dream” program—where companies donate
used gas pipes to restore wetland habitat.
We wanted to do something in California,
and we recognized that PG&E would be a
logical partner. Rich is the reason that this
program has been so successful. It is a real
passion for him and it has worked
fantastically.

Making It Work

There are challenges, initially, getting a
company to understand the benefits. You
always run into roadblocks. Rich did a great
job of clearing those roadblocks and helping
the company see the value. Together, we
have accomplished some great things in
California, like at Gray Lodge Wildlife Refuge
in the Sacramento Delta.

Rich McCurdy
Sr. Consulting Environmental Specialist
Pacific Gas and Electric Company
Walnut Creek, CA

Doing the Job Right

I conduct environmental reviews for
construction projects, make sure we
understand all the applicable laws and
regulations, identify the potential
environmental impacts, and make sure 
that we do things right.

Establishing a Partnership

I heard about the “Pipe Dream” program from
another company. It provides opportunities
for companies to donate used pipes for use
in habitat restoration. I thought we should
be doing it in California. I contacted Ducks
Unlimited and we formed a partnership.

Thinking Creatively and Working
Cooperatively

My initial challenge was to get people to
think differently. Historically, we salvaged the
pipe for scrap steel. Project managers didn’t
see the value in pipe donation. So I spoke
with Investment Recovery and Corporate
Contributions, and they said,“We can make
this happen.” In 2001, we did. Now, project
managers come to me and say,“I have 500
feet of pipe, do you want it?”We had to think
creatively and work cooperatively, and we did.
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Working as a Team

Rich McCurdy: The first donation we made wouldn’t have happened, but for teamwork. The
project managers had to clean the pipe and prepare it for transport. Our Operations,
Maintenance and Construction folks provided the trucks and helped load, transport, and
unload the pipes, and Investment Recovery and Corporate Contributions made the numbers
work. After we made that first delivery to Gray Lodge and saw the results, we all looked back
and said,“Wow, this is great.” Everyone was excited to do it again. We’ve donated so many pipes
now, that we’ve won two awards from Ducks Unlimited—the silver and golden Teal—they’re
hanging in our office. Everybody that goes by there sees it and says,“hey, I’ve got some pipe for
you”—we’ve got this thing cooking now.

Fritz Reid: The Teal Awards are very significant. Our Board takes very, very seriously those
awards. The golden Teal Award is for a multiple donation in product of $100,000 or more based
on the cost of pipe purchase. In the last 10 years in the west, we’ve given out less than five of
those awards.

PG&E won these awards because of its proactive involvement in our partnership. I think it is a
good statement about the company’s environmental commitment. Again, it’s a passion on
Rich’s part, but you know, as Rich said, the number of PG&E employees involved is really
phenomenal. I think that speaks volumes about the company’s commitment to environmental
stewardship.

Restoring Habitat Efficiently

Fritz Reid: The pipe PG&E donates goes to three different places—the closest being the Gray
Lodge Wildlife Area, which is owned by the California Department of Fish and Game. Gray
Lodge was historically six different ranches when it was purchased by the state. The federal
government provides water to the site, but, because of past water piping and irrigation on the
ranches, they were unable to move the water around efficiently. So, prior to our involvement,
the state was spending a lot of money taking groundwater—even though it had a cheaper
water supply available. Working with PG&E, we put several projects in place to use the donated
pipe to move the water supply to where it’s needed—saving money, saving resources, and
enhancing the habitat.

Part of a Larger Commitment

Rich McCurdy: PG&E has a strong environmental ethic. We have a habitat conservation plan,
we have policies and procedures in effect to minimize our environmental impacts as we do our
jobs, we are encouraged to think creatively about ways in which we can do our jobs better,
more efficiently, and in cooperation with our stakeholders. So working with Ducks Unlimited is
an extension of this ethic, this commitment. Ducks Unlimited is expert at restoring this habitat.
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So anything we can do to support Ducks Unlimited helps us do more than just protect the
environment, it allows us to work cooperatively to restore it. It’s all about leveraging resources
and expertise to do even more.

Supporting California’s Goals

Fritz Reid: We were extremely excited to be able to work with the state at Gray Lodge. And it
wouldn’t have happened without PG&E. The results of the partnership between Ducks
Unlimited, PG&E, and the various local, state, and federal agencies were seen immediately at
Gray Lodge. So, after we completed our first project there, and Rich said PG&E could do more,
we were all pretty excited.

I don’t think anyone thought that we would have accomplished as much as we have.

Rich McCurdy: As long as the California economy keeps moving and things keep changing, we
will continue to replace old pipe, expand our natural gas system, and be able to make
donations. And who knows what other opportunities there may be to help improve California’s
ecosystem and various habitats. Out of this partnership, we may be able to find new things
that we can do that we haven’t even thought of yet.

Fritz Reid: Yes, for example, in the Central Valley we are going through a process of refocusing
on areas that we haven’t been able to restore over the last 20 years, which have some
challenges for water birds. These areas include the American Basin, the Sutter Basin, the Delta,
and the Tulare Basin—those are areas on which we are going to place a greater emphasis, so
those are areas where we may be able to form a partnership.

Rich McCurdy: And to the extent PG&E can, we will do our best to work with you to achieve
your restoration goals and California’s too.
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Providing Clean Energy Efficiently, Responsibly, and with an 
Eye Toward Innovation
Generating and delivering electricity and supplying natural gas is our core business. We
provide these vital services to more than 15 million customers throughout northern and
central California. Our customers expect reliable, efficient service—and they should. They also
want a clean and healthy environment and innovative products—and we do too. That is why
we work constructively and cooperatively with our customers, our communities, and various
stakeholders and agencies to find better, more efficient, and more environmentally responsible
ways to procure and deliver energy.

Meeting Electric Demand

PG&E takes a multifaceted approach to meeting our customers’ electric supply needs,
consistent with the state’s Energy Action Plan, which prioritizes cost effective energy efficiency,
demand management programs, renewable resources, and distributed generation.

In addition, the California Public Utilities Commission (CPUC) requires that the state’s investor-
owned utilities apply a greenhouse gas adder when evaluating long-term electric contract bids
from third-party suppliers. This adder, which PG&E voluntarily adopted before the CPUC
ordered it more broadly, monetizes the greenhouse gas emissions associated with the
electricity, so that we can evaluate the climate change impacts of the bids. These policies and
initiatives form the framework within which we think about and pursue cleaner electric supply
alternatives for our customers.

Our Electric Delivery Mix

In 2005, we generated 32,680 GWh of electricity from nuclear, hydroelectric, and natural gas
facilities owned and controlled by PG&E. We purchased the remainder of the power necessary
to satisfy the nearly 72,800 GWh of customer demand. Of this, 8,700 GWh came from resources
that qualify toward meeting California’s renewable energy requirements, with the remainder
coming from fossil and hydroelectric that does not qualify as an eligible renewable resource
and nuclear generating sources. The overall electricity mix used to serve our customers in 2005
is shown in the charts on page 51.
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*As defined in Senate Bill 1078, which created California’s renewable portfolio standard, an eligible renewable resource includes: geothermal
facilities, hydroelectric facilities with a capacity rating of 30 MW or less, biomass, selected municipal solid waste facilities, solar facilities, and
wind facilities.

Of the 32,680 GWh generated by PG&E, approximately 31,500 GWh came from non-
greenhouse-gas-emitting resources, including approximately 1,400 GWh that was generated
from PG&E’s hydroelectric facilities that qualify toward meeting California’s renewable energy
requirements. As the chart indicates, a significant amount of the power used to meet our
customers’ demand comes from large hydroelectric power stations (which, under California’s
rules, do not qualify as an eligible renewable resource). If these facilities are factored in, PG&E’s
sales of California-eligible renewable resources plus non-eligible hydroelectric were
approximately 32 percent in 2005.

The overall emissions profile of our owned generation mix in 2005 was among the cleanest 
in the country. For example, our nitrogen oxide (NOX) emissions rate was 0.06 pounds per
megawatt-hour (lbs/MWh), our sulfur dioxide (SO2) emissions rate was 0.0041 lbs/MWh, and our
carbon dioxide (CO2) emissions rate was 44.44 lbs/MWh. For comparison, the national average
CO2 emissions rate is approximately 1,392 lbs/MWh, while the California average CO2 emissions
rate is approximately 804 lbs/MWh. (For our total emissions and emissions per generating
facility, please see the section on Monitoring and Measuring Our Performance on page 60.)

Going forward, the Utility is taking steps to maintain our leadership in promoting renewable and
other low-emitting generation technologies. For example, we are working to meet our renewable
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energy commitment of 20 percent by 2010 and took significant steps in 2005 to do so. We
secured five contracts for 353 megawatts (MW) of renewable resources as a result of our 2004
request for offers (RFO), launched our 2005 RFO, and filed plans to issue another RFO in 2006.

We work together as a team and are committed to
excellence and innovation.

In addition, the Utility issued an RFO for 2,200 MW of new all-source electric generation in
2005. Bids were evaluated using a greenhouse gas adder and were screened for other
environmental impacts.

We also continue to work to minimize the emissions associated with the transmission and
distribution of electricity. Sulfur hexafluoride (SF6) is an extremely potent greenhouse gas,
approximately 22,200 times as potent as CO2. It is used as an insulating material in high-voltage
circuit breakers. Since 1998, we have reduced our SF6 leak rate by 78 percent and our absolute
emissions by 68 percent. To achieve these reductions, we worked in partnership with the U.S.
Environmental Protection Agency (EPA) and others through the U.S. EPA’s SF6 Emission
Reduction Partnership, of which we were a Charter Member.

Delivering Natural Gas

Our natural gas customers consumed 844,068 million cubic feet (MMcf ) for a variety of uses in
2005. PG&E operates one of the largest natural gas distribution networks in the country and
takes seriously our responsibility to ensure its safety and integrity, to minimize the
environmental impacts associated with its operation and maintenance, and to maximize the
benefits of this clean-burning natural resource.

One way we manage our responsibilities is by working to reduce the amount of natural gas
that routinely leaks from our system. Natural gas contains more than 95 percent methane, a
powerful greenhouse gas—21 times more potent than CO2. Thus, reducing the typical natural
gas leak rate associated with our pipeline operations can have a significant greenhouse gas
impact, in addition to enhancing the safety and reliability of the overall system. In 2005, we
avoided the release of more than 1,088 tons of methane, or approximately 22,849 tons of CO2-
equivalent. We achieved these savings primarily from the replacement of old cast iron and steel
gas mains, and by implementing a technique called “cross-compression,” which recovers
natural gas that, for safety reasons, must otherwise be released into the atmosphere during
large pipeline construction projects.

PG&E continues to look for ways to reduce the amount of natural gas we release, through
participation in programs such as the U.S. EPA’s Natural Gas STAR Partnership, through which
we learn about and report on emerging methane-reduction strategies.
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Innovative Options for Customers
In addition to providing our customers with some of the cleanest electricity in the country, we
also work with them to self-generate power and, in some cases, sell this power back to PG&E.
Through our Self-Generation Incentive Program (SGIP), we helped 122 customers identify and
implement clean and/or renewable distributed generation projects in 2005, totaling 26 MW.
Through the program, these customers received cash rebates totaling more than $61 million.
As a result of this and other programs and policies, PG&E boasts the largest number of
customer-owned and connected photovoltaic systems in the country.

An example of a self-generation project undertaken in 2005 was our work with the Wine
Service Co-Operative. The Co-Operative received a $1.4 million rebate to support the
installation of 360 kilowatts (kW) of solar photovoltaic capacity on their Napa and St. Helena
facilities. These solar arrays will generate enough electricity during the day to power the
equivalent of more than 270 homes, and, combined with energy-efficiency measures, will
provide close to 100 percent of the facilities’ annual energy needs, substantially reducing the
Co-Operative’s operating costs and making positive environmental contributions.

PG&E also worked with the Sierra Nevada Brewing Company, which integrates environmental
values into management decisions and practices. In 2005, Sierra Nevada installed a 1 MW fuel
cell system. The system’s waste heat will be used to generate steam for the brewing process, as
well as other heating needs. The system will supply almost 100 percent of the brewery's base
load power requirements. With this fuel cell system, Sierra Nevada not only will lower its overall
energy costs, but it will also eliminate associated air pollutant emissions. For example, Sierra
Nevada received a rebate of over $2.4 million through the SGIP and, when the fuel cell
generates more power than the brewery requires, Sierra Nevada will sell the excess power back
to the electric grid and receive credit for a portion of its generation costs under PG&E’s Net
Energy Metering for Fuel Cell Customer-Generators.

We are also seeking better, more efficient ways to bill our customers. In 2004, we initiated e-Bills,
which allows customers the opportunity to view and pay their bills online. As of the end of 2005,
more than 380,000 customers were participating in e-Bills and had stopped receiving paper
bills from PG&E. Not only does this provide convenience to our customers, but it also results in
significant savings of paper and solid waste. For example, in 2005 alone, we avoided the use of
more than 85 tons of paper, which equals approximately 1,430 trees and nearly 83 tons of solid
waste, based on estimates using the Environmental Defense Paper Calculator. Building on this
success, we hope to have more than 600,000 customers enrolled by the end of 2006.
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A Clean Air Partnership with
Central Valley Farmers

On August 1, 2005, PG&E launched

the Agricultural Internal Combustion

Engine Conversion Incentive

Program. The first of its kind in the

nation, this program offers rate

discounts to encourage agricultural

customers to convert from diesel,

gasoline, propane, or butane-fired

internal-combustion-powered

irrigation pumps to electric pumps.

This program will provide air quality

and other environmental improve-

ments in California’s Central Valley.

To develop the program, the Utility

collaborated with Southern California

Edison, as well as numerous federal,

state, and local agencies, and environ-

mental groups. With approximately

20 applications being submitted each

week, the program is poised for

continued success. Looking ahead,

we expect the program to continue

growing, in large part due to the

strong network of state, local, and

regional partners committed to 

its success.



Responsibly Maintaining and Operating Our Infrastructure and
Generation Facilities
PG&E’s facilities and operations encompass vast lands and waterways that are home to wildlife
and other valuable natural resources. We maintain extensive programs and initiatives designed
to ensure responsible stewardship of these resources. For example, to reduce the risk that
overhead wires and electrical equipment will electrocute birds, including condors, eagles,
hawks, and owls, PG&E has developed and is implementing a Migratory Bird Protection
Program. We are proud that this program was recognized by the U.S. Fish and Wildlife Service
as a “best practice” for our industry.

In 2005, through our Migratory Bird Protection General Awareness Training, between 10,000
and 15,000 employees were trained on the program and associated procedures. Also, in 2005,
we once again exceeded our goal to retrofit existing utility poles with bird-safe equipment.

Bird Protection Program (Bird Safe Retrofits) 2003 2004 2005

Poles Planned 2011 2000 2050

Poles Completed 2089 2023 2073

% Poles Completed 103% 101% 101%

One such project required that we take an innovative approach to protect golden eagles.
Working together, a team of engineers, program managers, transmission supervisors, and
specialists installed conductor covers on dozens of towers along our Moss Landing-Salinas-
Soledad transmission line, making PG&E only the third utility in the nation to use this
pioneering technology. Moving forward, we plan to install these covers in other high risk areas
through our Migratory Bird Protection Program.

We have also pursued innovative ways to comply with state and federal endangered species
and habitat protection requirements. For example, PG&E developed a multi-species, 30-year
Habitat Conservation Plan (HCP), which could consolidate the permit process for operations
and maintenance projects in the San Joaquin Valley. The plan specifies the allowable
environmental impacts, along with a conservation strategy to avoid or mitigate the impact 
of PG&E activities on more than 20 endangered wildlife and 40 plant species. It is currently
awaiting approval by the U.S. Fish and Wildlife Service and the state’s Department of Fish and
Game. We expect a permit decision in late 2006, with implementation of the permit planned
for 2007. We will be crafting and working to implement HCPs for other regions of our service
area as well, including the Bay Area, the Sacramento Valley, the North Coast, the Central Coast,
and the Sierras.
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Working with Others to Get the
Job Done

Hydroelectric water crew supervisor

Mike “Zeke” Zanin was instrumental

in restoring quality habitat in one of

California’s premier trout streams

near Burney, California. As PG&E’s

representative on the Hat Creek

Streambank Restoration Project, he

used his knowledge of local watershed

conditions to help repair a 750-foot

section of damaged stream bank,

which will create undercut banks

where trout gather in the heat of the

day. To complete the project, Zanin

collaborated with state agencies, the

Pit River Tribe, community

representatives, and California Trout,

a conservation group. For Zanin’s

efforts, and those of his fellow

employees, PG&E earned the

“Streamkeepers Award” from

California Trout in 2005.



Other actions PG&E took in 2005 include the following:

■ Partnering with the Pacific Forest and Watershed Lands Stewardship Council to
significantly advance conservation planning on 140,000 acres of company-owned
watershed lands in the Sierra Nevada and Cascade mountains, and approximately 655
acres in the Carizzo Plains. In 2005, we met with dozens of stakeholders regarding the
long-term management of the lands. With input from PG&E, the Council also developed
and launched its inaugural youth grant-making program, earmarking $2.6 million for
distribution in 2006 to as many as 100 organizations that will help advance the goal to
improve the lives of California’s youth through an increased connection to the outdoors.

■ Partnering with the Solano Land Trust to preserve and maintain lands for future
generations. PG&E sold approximately 4,000 acres of rich habitat for rare and
endangered species to the Trust. The property, comprising the Vallejo and Eastern Swett
Ranches, is home to important species such as the California red-legged frog, Callippe
Silverspot butterfly, and burrowing owl, and contains ponds, serpentine outcroppings,
grasslands, and creeks. Through a unique, ongoing partnership, PG&E will establish a
natural resource baseline for the property and work with state and federal agencies to
identify measures to enhance and restore the habitat.

■ Working with state and federal agencies and other stakeholders to make
hydroelectric relicensing decisions. While hydroelectric generation provides
substantial air quality, climate change, and other environmental benefits, some facilities
also have impacts on fisheries, habitat, and land and water use. PG&E collaborated with
various stakeholders to assess the feasibility of relicensing its Kilarc-Cow Creek
Hydroelectric project in a way that would balance environmental and economic
concerns. PG&E determined that the most prudent course of action was to
decommission the facility and work cooperatively to restore the project-affected
streams.

■ Preparing to implement the conditions of up to five new hydro licenses we
anticipate receiving in 2006. Implementing this number of new licenses is both
challenging and unprecedented, and will require an extraordinary scale of
environmental enhancements, as the conditions of the new licenses are met. We also
began preparing to initiate two re-licensing projects using the Federal Energy
Regulatory Commission’s new Integrated Licensing Process. The 364 MW McCloud-Pit
Project will begin formal re-licensing in 2006, and the 190 MW Drum-Spaulding Project
will begin formal re-licensing in 2008.

■ Continuing a five-year program focused on optimizing salmon habitat in Butte
Creek. Working with state and federal resource agencies, PG&E is operating our

55



DeSabla-Centerville hydroelectric project to best accommodate the spawning of spring-
run Chinook salmon, a federally listed, threatened species. In 2005, the program
successfully accommodated a near-record 17,000 spawning salmon.

■ Diablo Canyon Power Plant (DCPP) worked with a group of outside experts to design
a public access program for the surrounding property. The DCPP, which is located on
California’s Central Coast, sits on 12,000 acres of magnificent shoreline and is home to
myriad plant and animal species. The team working to allow public access to these lands
is using environmental data to design a plan that minimizes environmental impacts,
while it maintains the integrity of the security systems and procedures necessary to
protect the nuclear power plant.

■ Gaining recognition from Audubon California and the Purple Martin Conservancy
Association for our efforts to protect a population of purple martins, a bird that has
been designated a species of special concern by the California Department of Fish and
Game. In 2003, local bird enthusiasts first noticed the martins nesting in a stretch of
utility poles in Lake County, a mountainous area at the northern edge of California’s
wine country. After learning about the special visitors, PG&E quickly arranged to perform
scheduled maintenance outside the nesting season and committed to make every effort
to leave the extension arms in place to preserve the unique nest sites.

Partnering with Customers, Regulators, and Others to Save Energy
and Deploy Energy-Efficient Technologies
PG&E has been a leader in developing, implementing, and advocating for strong energy-
efficiency programs and standards both within California and nationally. For example, in 2005
alone, PG&E reported persistent life cycle savings of about 7 million MWh and approximately
3.6 million tons of avoided CO2 from its energy efficiency programs. Over the past 30 years,
PG&E’s energy efficiency programs have resulted in lifecycle savings of more than 118 million
mega-watt hours of electricity and 10 billion therms of natural gas and avoided the release of
over 61 million tons of CO2. Going forward, PG&E will do even more. With authority from the
CPUC, we plan to invest nearly $1 billion in enhanced energy-efficiency programs. By 2008, we
expect to avoid the need for more than 600 MW of new generation—or roughly the amount of
electricity produced at a large power plant.

Also in 2005, PG&E worked cooperatively with environmental organizations and others in
Washington, D.C., to help ensure that Congress included comprehensive energy-efficiency
provisions and associated tax incentives in the Energy Policy Act of 2005. In addition, we
continued with our active participation in the U.S.-China Energy Efficiency Alliance, founded by
the Natural Resources Defense Council. The Alliance works to exchange information and
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facilitate technology deployment, ultimately helping China reduce the energy intensity of its
economy. Ideally, this will, in turn, have significant air quality and climate change benefits. PG&E
joined the Board of the Alliance in 2005 and participated in an education and information
exchange with the Chinese government and utilities, through which we shared experiences
and best-practice programs and processes.

PG&E’s efforts to reduce energy consumption and encourage the development and
deployment of new technologies are core to our energy procurement and delivery efforts.
They are also an integral part of how we work with our customers to help them find energy-
management solutions and meet environmental and energy-reduction goals of their own.

For example, we helped Yahoo! maximize the energy-efficiency potential of its new campus in
Sunnyvale, California, through our Savings By Design Program. Since the completion of
construction in 2001, Yahoo! facility managers have worked closely with PG&E to fine-tune
building performance. For example, an energy survey conducted by PG&E in 2005 identified an
additional 20 percent in energy-efficiency potential at Yahoo!’s facilities.

Minimizing the Environmental Impact of Our Facilities
We are committed to reducing waste streams and using resources more efficiently. This includes
improving the energy efficiency of our buildings and other facilities; recycling paper, metals,
plastics, and other materials; and reducing water consumption. In 2005, some examples included:

Waste Minimization

■ At the Utility’s San Francisco Headquarters, more than 5,000 employees worked together
to recycle 65.4 percent of the facility’s overall waste stream. This total included 384 tons
of recycled office waste, including bottles and cans, all colors of paper, cardboard, and
newspapers. In addition, approximately 5,200 pounds of food scraps were composted at
an off-site facility. The recycling program is so successful that only a 4-yard compactor is
needed for trash, while a 30-yard compactor is necessary to process the recycled goods.
Building on this success, PG&E also launched a highly successful green cleaning initiative
in 2005, switching to "Green Seal" certified chemicals to clean the building and reducing
the total number of chemicals used from 60 to 9.

■ In 2005, PG&E recycled or reused 34,640,808 pounds of scrap iron, aluminum, and copper
from conductors, meters, and miscellaneous infrastructure from our waste stream. We
also recycled more than 150,000 pounds of plastic piping, as well as used hard hats.

■ For years, PG&E received cable on large 6.5 foot wooden reels at a rate of approximately
2,000 reels per year and a cost of $200 per reel. These wooden reels were designed for
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one time use only; after use, the reels were scrapped. Since 1998, The Okonite Company
has purchased 1,400 steel reels for PG&E, designed for continuous use. The cost of the
steel reels, over $1.1 million dollars, has been offset by the savings from avoided
purchases of wooden reels. PG&E now owns all the steel reels. By using the returnable
steel reels, PG&E has saved 4.85 million pounds of wood since the inception of this
program—or approximately 16,700 trees (enough to build 195 average homes). Since
the program’s inception, PG&E has saved a total of $1.5 million.

■ We are also committed to recycling and reusing our “e-waste.” In 2005, we sent
approximately 4,780 CPUs, 2,158 monitors, 1,170 printers, 389 wireless barcode scanners,
and 85 servers to an e-waste processor for reuse and/or recycling. It is PG&E’s policy not
to allow our e-waste to be shipped overseas for processing.

■ We earned the StopWaste Award from Alameda County for outstanding waste reduction
and recycling efforts at four of our facilities, reducing waste disposal by 80 percent at
one site and 50 percent at another.

Reducing Our Water Use

■ PG&E’s San Ramon Valley Conference Center received a green business certification from
the Contra Costa County’s Board of Supervisors in 2005. This certification recognized the
conference center for adopting green practices such as energy and water conservation,
recycling, and other forms of waste reduction and prevention. In 2005, PG&E reduced
water consumption at the site by 1,118,468 gallons, or 10 percent, by installing low-flow
sink and shower devices, waterless urinals, and state-of-the art sprinklers, and making
changes in watering schedules and landscaping.

Reducing Our Energy Use

■ We also reduced the energy use of our facilities by approximately 11.5 percent in 2005,
compared with a 1999 baseline, through energy efficiency and conservation. These
energy reductions totaled almost 13.1 gigawatt-hours (GWh)—enough electricity to
power approximately 1,930 homes for one year. These reductions also prevented
approximately 4,260 tons of CO2 from being emitted to the atmosphere and resulted in
more than $1.4 million of savings for the company.

■ In 2006, we will assess the potential for new green technologies and processes at select
facilities, such as those that improve energy and water efficiency and increase recycling
and waste diversion rates. We will also begin to track savings from equipment
replacements in our facilities, such as older HVAC units being replaced with high
efficiency models, and we will continue with our proven internal educational efforts.
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Taking Responsibility for
Historical Environmental Impacts

PG&E continued to address

chromium contamination at the

Topock Compressor Station located

near Needles, California, in 2005. The

site is adjacent to the Colorado River.

Consistent with standard practice at

the time, PG&E used hexavalent

chromium as a corrosion-inhibitor in

the compressor station’s cooling

towers during the 1950s, 1960s, and

1970s. Until the mid-1960s, untreated

wastewater containing hexavalent

chromium was discharged at the

facility into percolation beds. Some of

this chromium reached the

groundwater, and PG&E has been

cooperating with local, state, and

federal regulators and other

stakeholders for more than a decade

to remediate the site and work toward

an ultimate remedy for containing the

contaminated groundwater.

In 2005, PG&E expanded its interim

measures to control the groundwater

plume. The expanded system

maintains a landward flow of

groundwater, away from the Colorado

River. In addition, PG&E is

continuing an extensive monitoring

program to track the characteristics

and flow of the plume, so that we and

our stakeholders can be assured that

chromium is not reaching the river.

In addition, working at the direction

of state and federal agencies, PG&E

has begun the process of developing a

final remedy for this site.



Greening Fleets and Commercializing New Technologies
The transportation sector is a significant source of greenhouse gases and criteria air pollutants
in California. Through our Clean Air Transportation Program, we are working with our customers
to address this challenge by deploying cleaner, more efficient motor vehicle technologies
throughout northern and central California. Our program identifies and implements new
automotive technologies and develops and maintains the infrastructure to support them.

PG&E owns and operates 34 compressed natural gas (CNG) fueling stations, through which we
supply natural gas to more than 200 commercial and private fleets throughout the PG&E
system. This includes transit districts, private refuse haulers, school districts, municipalities,
air/seaports, and other operators, including taxi, package delivery, military, and private fleets.

We also continue to help our customers expand and support the use of alternative fuel
vehicles in their fleets. For example, we helped the Yolo County Transit District build a $1.76
million CNG fueling station for its CNG-fueled buses. In addition, we helped customers qualify
for more than $6.6 million in grants to support the purchase of natural gas vehicles (including
18 new transit buses), finance natural gas heavy-duty engine retrofits, and add or upgrade CNG
fueling stations.

PG&E also coordinated numerous educational events for our customers, including Operation
Clean Air Summit in the San Joaquin Valley and a Heavy-Duty Natural Gas Vehicle Workshop.
These well-attended forums linked equipment vendors, local government officials, air districts,
and fleet operators through user groups, networking opportunities, and technology,
regulatory, and funding updates. On a regular basis, PG&E also provided training sessions for
both new and existing natural gas and electric vehicle fleet customers covering customer
fueling, fueling station and vehicle maintenance, fuel tank inspection, and overall safety issues.

In 2005, we also grew our fleet of natural gas vehicles to 910 vehicles that run either entirely on
CNG or have bi-fuel (gasoline with a separate CNG system) capability. PG&E also launched the
“Flex Your Power at the Natural Gas Pump” campaign in 2005, which is designed to boost CNG
use among PG&E employees who drive our bi-fuel vehicles. As a result of these efforts, as well
as vehicle natural gas used by our customers, we avoided the use of more than 14.6 million
gallons of petroleum and the emission of 622 tons of NOX, 40 tons of particulate matter, and
26,642 tons of CO2.

In addition, we continued our commitment to evaluate and deploy new, emerging vehicle
technologies. For example, PG&E’s fleet was one of 14 in the country chosen to test a “first of its
kind” Hybrid Electric Vehicle Service Truck. PG&E also partnered with the Electric Power
Research Institute and other utilities to conduct a plug-in hybrid pilot project for a Ford F550
Super Duty Field Response Truck. PG&E currently has 350 Field Response Trucks on the road;
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Customer Profile: Fresno County
Rural Transit Agency

Fresno County Rural Transit Agency

(FCRTA), one of PG&E’s customers,

was recognized as a “National Clean

Bus Leader” in 2005 by the

Environmental and Energy Study

Institute (EESI). Although the transit

agency is small in comparison to its

urban counterparts, it has led the way

in alternative fuels use in California.

The agency has successfully operated

a fleet of vehicles powered by

compressed natural gas (CNG),

propane, and electricity, helping to

address environmental justice and air

quality concerns in the Fresno area.

Over the past 13 years, the agency has

reduced nitrogen oxide emissions by

65 tons, particulate (PM) emissions

by four tons, and carbon dioxide

emissions by 1,201 tons.

These emissions reductions have

significant environmental and social

implications because vulnerable

populations, such as low-income,

elderly, disabled, and youth residents,

make up the majority of transit riders

in the region. In addition, the San

Joaquin Valley suffers from the worst

air quality in the nation as measured

by EPA’s new eight-hour ozone

standard and “serious” PM-10

designation.

Over the past twelve years, PG&E has

supported FCTRA’s fleet by assisting

with the establishment of their fueling

infrastructure network throughout

the county, vehicle procurement

(identifying options, grant monies,

and vendors), and safety training and

troubleshooting for both their electric

and natural gas vehicles.

Continued on page 60



deploying a plug-in hybrid version of the vehicle could significantly reduce the environmental
impact of our fleet. A prototype is expected in 2006.

And, finally, in 2005, we began testing our first liquefied natural gas (LNG) vehicle, a pre-owned,
heavy-duty truck. This truck was used to pull a 3,000 gallon tanker trailer that can be placed
strategically throughout PG&E’s system as a temporary LNG fueling station. The initiative is
helping our customers study the potential for using LNG vehicles in their fleets.

Monitoring and Measuring Our Environmental Performance
PG&E continuously seeks ways to reduce its environmental footprint. Through our policies,
management systems, review processes, and programs, we ensure that our operations first
meet all applicable environmental requirements; we then seek to elevate our performance
above and beyond the legal and regulatory requirements.

Our experience shows that striving to outperform and to advance innovative processes and
ideas year after year not only improves performance, but also strengthens our position within
our industry by driving positive change and efficiency and by raising the bar for other companies.

Environmental Management Systems

In 2005, we took steps to further develop and enhance our environmental management
system (EMS), which is a comprehensive, systematic approach to managing our impacts on 
the environment and reducing potential environmental risks. Our EMS is a framework that
defines how we:

■ Develop strategic plans and programs.

■ Establish corporate objectives and targets.

■ Institute operational controls and train employees.

■ Assign accountability and track performance.

■ Increase employee and public awareness of environmental activities.

■ Engage management in all aspects of our environmental performance.

■ Implement sustainable continuous improvement processes.
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FCRTA’s inter-city CNG vehicles take

advantage of the five existing fast-

refueling facilities throughout the

county, including a PG&E site at our

downtown Fresno service center. The

in-city CNG vehicles are refueled

overnight on a slow-fill basis at other

locations. In addition, FCRTA

operates two electric battery-powered

vehicles—a 23-passenger bus and a

19-passenger trolley.

As early adopters of natural gas and

electric vehicle technology, FCRTA

has helped protect nearly one-half

million passengers each year from

exposure to diesel emissions through

the use of cleaner, alternative fuel.

Since the inception of its alternative

fuels program, FCRTA vehicles have

also traveled 8.7 million miles

powered by alternative fuels

(propane, natural gas, and electricity)

and displaced over 1.2 million gallons

of petroleum.



The enhancements we made in 2005 included:

■ Identifying best practices from other leading companies and conducting a gap analysis
of our existing program,

■ Developing and implementing a comprehensive tool and methodology for assessing
enterprise-wide environmental risks, and

■ Streamlining and expanding the department's internal web site to allow easier access to
environmental guidance and tools.

New Tools for Improved Environmental Performance

PG&E developed and piloted a new procedure called “Environmental Screening and Best
Management Practices” in 2005. Utilizing an innovative tool known as E-Screen, the procedure will
help ensure that maintenance and construction activities receive the appropriate environmental
reviews to protect the environment and mitigate any potential environmental risks. Scheduled for
full rollout in 2006, E-Screen will help to reduce the risk of non-compliance with environmental
laws and regulations, minimize work stoppages or re-work, improve job scheduling and
budgeting, and, ultimately, improve relations with neighbors, customers, and regulators.

In addition to the E-Screen tool, PG&E also made substantial progress towards formalizing
environmental best management practices for staff in the field—helping to ensure that
employees are equipped with the tools necessary to eliminate or reduce the risk of
environmental impacts. In 2006, we will provide formalized training to fully integrate these
tools and procedures into our operations.

Auditing Our Performance

Our environmental policy requires that we develop and implement a risk-based audit plan to
ensure periodic independent review of all aspects of our environmental performance.

In 2005, we performed 62 formal audits to assess compliance of our facilities, operations, and
vendors with regulatory standards for air and water quality, management of polychlorinated
biphenyls (PCBs), hazardous materials and hazardous waste, and protection of endangered
species. All audit findings were reported to the applicable operation's officer and were
required to be addressed in a timely manner. The program also utilized a cross-business unit,
officer-appointed steering committee to review annual audit plans and enhance program
processes and communication.
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In addition to the formal audits discussed above, PG&E environmental personnel conducted
1,872 compliance assessments, which provided valuable information to operations employees
about potential environmental compliance issues.

Measuring Our Performance

Air Emissions from Power Generation

The overall emissions profile of our owned generation mix in 2005 was among the cleanest in
the country. For example, our nitrogen oxide (NOX) emission rate was 0.06 pounds per
megawatt-hour (lbs/MWh), compared to 0.07 lbs/MWh in 2004 and a national average of 1.89
lbs/MWh. Our sulfur dioxide (SO2) emissions rate was 0.00041 lbs/MWh, compared to 0.00054
lbs/MWh in 2004 and a national average of 5.10 lbs/MWh. Our CO2 emissions rate was 44.44
lbs/MWh, compared to 47.99 lbs/MWh in 2004 and a national average of approximately 1,342
lbs/MWh and California system-wide average of approximately 804 lbs/Mwh). The Utility had
no reportable mercury emissions.

(National averages for NOX, and SO2 are for 2004 and based on data provided in Benchmarking
of the 100 Largest Generating Companies in the United States, 2002-2004, published by Ceres,
the Natural Resources Defense Council, and PSEG, Inc. The National average for CO2 emissions 
is for 2004 and based on data from the Energy Information Administration; the California
system-wide average CO2 emissions data is based on information from the California Climate
Action Registry.)

Our emissions by power generation source are shown below:

Emissions Statistics 2003 2004 2005

Total NOX Emissions (tons) 512 942 1,084

Hunters Point N/A 108 133

Humboldt N/A 834 951

NOX Emissions Rates (lbs/MWh)

Fossil Plants 1.84 1.89 1.90

Hunters Point N /A 0.36 0.39

Humboldt N/A 4.23 4.10

All Plants 0.03 0.07 0.06
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2003 2004 2005

Total SO2 Emissions (tons) 7.29 7.43 6.77

Hunters Point N/A 3.06 3.33

Humboldt N/A 4.37 3.44

SO2 Emissions Rates (lbs/MWh)

Hunters Point N/A 0.0102 0.0098

Humboldt N/A 0.0221 0.0149

Fossil Plants 0.0260 0.0150 0.0119

All Plants 0.00047 0.00054 0.00041

Total CO2 Emissions (tons) 385,581 657,376 751,530

Hunters Point N/A 357,646 409,766

Humboldt N/A 299,730 341,764

CO2 Emissions Rates (lbs/MWh)

Hunters Point N/A 1190.00 1210.26

Humboldt N/A 1519.00 1478.62

Fossil Plants 1389.48 1320.00 1319.14

All Plants 25.01 47.99 44.44

Operational Performance

PG&E’s environmental policy requires that we track and report annual environmental performance
across a broad spectrum of areas. This section details our performance results for 2005.

Reported Releases and Permit Exceedances 

The Utility reported to various government agencies a total of 274 releases to the environment
and/or permit exceedances, a 7 percent increase from 2004. Our crews respond to all spills,
even those with only trace amounts of material, and perform the appropriate clean up and
reporting in a manner that is protective of the environment.

Agency Inspections 

Government agencies conducted 513 routine inspections of the Utility’s facilities in 2005, up
from 455 inspections in 2004. Certified uniform program agencies, such as environmental
health departments and fire departments, are generally responsible for enforcing hazardous
waste and hazardous materials requirements and performed the majority of the inspections.
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Enforcement Actions—Notices of Violation (NOVs) 

The Utility received a total of 9 NOVs from government agencies during 2005, a decrease from
10 NOVs received in 2004. The rate of NOVs in 2005 (NOVs per 100 agency inspections) has
continued a downward trend since 2001 (3.16 NOVs per 100 agency inspections in 2001,
compared to 1.75 per 100 agency inspections in 2005).

We are accountable for all of our own actions: these
include safety, protecting the environment, and
supporting our communities.

2005 Enforcement Penalties and Settlements

A total of five Notices of Violation (NOVs) resulted in penalties of $9,230 during 2005. All five
NOVs were for alleged non-compliance with air quality regulations and four of the five
occurred at the Kettleman Compressor Station. A penalty of $1,000 was paid to the Lake
County Air Quality Management District for alleged violations of notification requirements for
demolition work that may involve asbestos. The remaining $8,230 was paid to the San Joaquin
Valley Air Pollution Control District for four NOVs received by the Kettleman Compressor
Station. These NOVs involved a source test failure, late submittal of reports, and modification of
an above-ground storage tank without prior authorization by the air district. In response, the
Utility swiftly resolved all of these issues through improved tracking of compliance deadlines,
increased preventative maintenance before the official source test, and providing additional
training for on-site employees and contractors. The Utility is also implementing an automated
data commitment tracking system consistent with its environmental management system
program to better assist employees in meeting their compliance obligations.

Understanding Our Climate Change Impacts, Being Transparent,
and Working Toward Responsible Solutions
We are committed to leading by example when it comes to climate change. That means more
than just minimizing the greenhouse gas emissions from our operations. It also means
maximizing the opportunity we have to lead on efforts to establish responsible policies and
programs to address global climate change. We are proud of our efforts, from helping to
establish rigorous accounting and reporting protocols for greenhouse gas emissions, to
supporting policies that would limit greenhouse gases, to being transparent about what we’re
doing on climate change and our strategies going forward.

64



Understanding Emissions Sources

We believe that the foundation of an effective greenhouse gas reduction program is a rigorous
and credible set of reporting protocols and accounting standards. Creating these protocols and
standards will allow for a full understanding of emissions sources, thereby enabling the
identification of the most cost-effective emission reductions. We are working cooperatively
with the California Climate Action Registry to develop standards and protocols for the utility
sector, and we are committed to following them. Our work with the Registry culminated in
2005 with the approval of a Power and Utility Protocol that is recognized for its rigor and
methodological accuracy.

Greenhouse Gas Emissions

PG&E continued to participate actively and work cooperatively with the California Climate
Action Registry to account for the greenhouse gas emissions associated with our enterprise-
wide operations. We began by certifying our 2002 CO2 emissions and expect to certify our 2005
CO2 and SF6 emissions in the third quarter of 2006. PG&E received third-party certification for
its entity-wide CO2 emissions for 2002 and 2003 using the Registry’s rigorous reporting
standards and protocols. These standards and protocol are informed by the World Resources
Institute/World Business Council on Sustainable Development’s (WRI/WBCSD’s) Greenhouse
Gas Protocol.

For 2004, PG&E’s total entity-wide CO2-equivalent emissions were approximately 1.1 million
tons CO2-equivalent (please see the chart below for the relative contribution of various aspects
of PG&E’s business); this is compared to entity-wide emissions of approximately 840,000 tons
CO2-equivalent in 2003. The inclusion of SF6 emissions (113,000 tons of CO2-equivalent
emissions) in the 2004 emissions inventory explains a portion of the increase in 2004
compared to 2003. Another reason for the changes in emissions between 2003 and 2004 was
due to the fact that both our Hunters Point Power Plant Unit 7 and Humboldt Bay Power Plant
unit 2 were not operating for several months in 2003. One final difference is that the Registry’s
new Power and Utility Protocols were used in conjunction with the General Reporting
Protocols as a basis for estimating PG&E’s direct emissions of greenhouse gases. The following
emissions inventory does not include power purchased to meet customer needs. When
emissions associated with purchased power are added to the total, 2004 CO2-equivalent
emissions were approximately 18 million tons, which is similar to 2003.
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Providing Customers the
Opportunity to Take Action on
Climate Change Through the
Climate Protection Program

PG&E has some of the most

environmentally conscious customers

in the nation. They help to reduce

greenhouse gas emissions by

participating in the company’s

energy-efficiency and demand

reduction programs, and programs to

support alternative fuel vehicles. The

state also has an aggressive renewable

portfolio standard for investor-owned

utilities (IOUs) and requires IOUs to

apply a “greenhouse gas adder” when

evaluating bids from power suppliers.

These policies, combined with

PG&E’s actions, have resulted in the

Utility having a carbon dioxide

emissions rate associated with its

generation that is among the lowest

of any IOU in the country, as well as

an emissions rate associated with its

delivered electricity that is 60 percent

below the national average. So, as

PG&E looked to be responsive to its

customers’ desires to address climate

change and to policymakers’ calls for

innovative approaches to do more,

PG&E needed to look beyond

traditional “green” tariff, energy-

efficiency, and other pricing programs.

Working with environmental

organizations, consumer groups, and

others, the Utility voluntarily

proposed to the CPUC to implement

the Climate Protection Program and

Tariff. If approved by the CPUC,

PG&E’s customers can choose to pay

a small premium on their monthly

utility bill in order to make their gas

and electric use “climate neutral.” The

Continued on page 66



Consistent with the Registry’s Power and Utility Protocols, PG&E is conducting entity-wide
inventories for the company’s remaining greenhouse gas emissions—namely methane. PG&E
estimates its emissions of methane to be approximately 2 million tons. N2O and HFC emissions
will also be quantified but are likely to be de minimis. The work of the World Resources
Institute and the Registry are helping to make significant progress towards developing
standardized methodologies that can be used by investor-owned utilities to quantify
emissions associated with each KWh of power delivered.

Being Transparent

PG&E received its first invitation to participate in the Carbon Disclosure Project (CDP) in 2005
and was pleased to provide a submission. The CDP serves as an information clearinghouse on
what companies are doing to mitigate risks associated with climate change and carbon
regulation, as well as to identify emerging business opportunities. We believe that investors,
policymakers, stakeholders, and customers need to understand how we view these issues and
the steps we are taking to address climate change, so that they can make informed decisions
about PG&E. We plan to participate again in 2006.

Advocating Responsible Solutions

We have worked cooperatively with local, state, and federal partners to achieve significant
greenhouse gas reductions and avoid emissions. However, voluntary initiatives alone will not
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premiums will fund environmental

projects aimed at removing CO2 from

the atmosphere. The first projects will

be forest restoration and conservation

projects, and the carbon sequestration

and emission reductions projects will

be verified by the California Climate

Action Registry. Once verified, the

reductions will be permanently retired.

The Utility hopes to enroll approxi-

mately 4 to 5 percent of eligible

customers into the program by the

end of its third year, and achieve

reductions in CO2 emissions

equivalent to taking 350,000 cars off

the road for a year. The program will

be reviewed by the CPUC in 2006, and

the Utility is targeting 2007 to launch

the program formally to customers.



be enough. Effectively combating climate change will take sustained and coordinated
international action, cooperation, and investment over the long term.

In the meantime, we support mandatory, national emissions-reduction efforts that are market-
based, encourage efficiency, and promote new technologies. We are working with the Clean
Energy Group to advance these policies at the federal level. While we believe that action at the
state level alone cannot effectively address the issue, we recognize that states will act.
California is at the forefront of efforts to address climate change and is committed to reducing
emissions significantly over the next 50 years. PG&E is working constructively and
cooperatively as part of the Governor’s Climate Action Team, with the Legislature, and with
myriad state agencies that are developing programs to achieve climate change objectives.

Partnerships for the Environment
PG&E is an active member of numerous environmental and business organizations at the
federal, state, and local level. Through these partnerships, we are working to address various
environmental challenges, from promoting clean technologies to developing and advocating
sound environmental policies. Below is a sampling of our partners.

Environmental and Conservation Groups

Alameda Creek Steelhead Restoration Project

PG&E continues to participate in a multi-stakeholder effort to restore anadromous steelhead
runs to the Alameda Creek watershed. Working in partnership with the San Francisco Public
Utilities Commission, several Alameda County water and flood control agencies, the Alameda
Creek Alliance, and others, PG&E is evaluating the future modification of an existing gasline
crossing of Alameda Creek within Sunol Calley, one of numerous man-made barriers to the
upstream migration of adult steelhead. http://www.alamedacreek.org

Audubon California

Audubon California's mission is to conserve and restore California’s natural ecosystems,
focusing on birds, other wildlife, and their habitats for the benefit of humanity and the earth's
biological diversity. http://www.audubon-ca.org/

California Climate Action Registry (Registry)

Established by California statute as a non-profit voluntary registry for greenhouse gas (GHG)
emissions, the Registry helps companies and organizations with operations in the state to
establish GHG emissions baselines against which any future GHG emission reduction
requirements may be applied. http://www.climateregistry.org
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PG&E and Foundation Partner
Restore and Enhance Habitat

The Nature Restoration Trust, a

three-year partnership between PG&E

Corporation and the National Fish

and Wildlife Foundation, provided

grant awards to 11 California

community groups and schools in

2005. Over three years, the

partnership has enabled the

investment of more than $1.6 million

in projects that help communities

restore native habitats in urban,

suburban, and rural areas throughout

PG&E’s utility service areas. These

projects bring together public and

private resources to conserve and

enhance California’s unique

biodiversity from Bakersfield to the

Oregon border through-local level

projects which build community

connections to the land.

The 2005 grants enabled community-

based organizations and schools to

implement conservation strategies,

including restoring critical creek

habitat for coho salmon and steelhead

trout; marine ecology and water-

quality monitoring studies on

Monterey Bay; removing non-native

invasive plants to benefit the

endangered mission blue and

silverspot butterflies; and planting

native plants to benefit birds and to

improve water quality. The programs

coupled in-class lessons with field-

based experiences to connect young

people with the wonders of

California’s outdoors.

PG&E’s partnership with the

Foundation has leveraged $500,000

from the company with $500,000 in

matching funds from the U.S. Fish

Continued on page 68



California Environmental Dialogue (CED)

CED’s mission is to engage California business, government, and environmental leaders
collaboratively to improve public and private environmental policy. http://www.cedlink.org

California Environmental Protection Agency (EPA) Advisory Committee on
Environmental Justice

This group was created to assist the California EPA Interagency Working Group with
implementing an environmental justice agenda. PG&E is an appointed member.
http://www.calepa.ca.gov/EnvJustice/

California League of Conservation Voters (CLCV)

The CLCV is the non-partisan political action arm of California's environmental movement. Its
mission is to protect the environmental quality of the state by increasing public awareness of
the environmental performance of all elected officials, working to elect environmentally
responsible candidates, and holding them accountable to the environmental agenda once
elected. http://www.ecovote.org

California State Parks Foundation (CSPF)

Dedicated to preserving California's 277 state parks, the CSPF works with citizens, lawmakers,
and community and business leaders to secure adequate funding and protection of the
resources that help California's parks thrive. CSPF also supports environmental education,
wildlife and habitat preservation, volunteerism, and sound park policy. http://www.calparks.org

California Trout

California Trout’s mission is to protect and restore wild trout and steelhead and their waters
throughout California. http://www.caltrout.org/

Ceres

A leading national coalition of investment funds, environmental organizations, and other
public interest groups working with companies to tackle environmental and social challenges,
including climate change. PG&E is a member. http://www.ceres.org/

Ducks Unlimited

Ducks Unlimited conserves, restores, and manages wetlands and associated habitats for North
America's waterfowl. http://www.ducks.org/states/26/index.html

The Nature Conservancy (TNC)

Since 1951, TNC has worked with communities and businesses to protect more than 117
million acres around the world. TNC's mission is to preserve the plants, animals, and natural
communities that represent the diversity of life on Earth by protecting the lands and waters
that they need to survive. http://www.nature.org
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and Wildlife Service, contributed

through the Foundation. The

investment of more than $1 million

has been matched again by more than

$500,000 in nonfederal matching

funds secured by grant recipients.

The Nature Restoration Trust has

played an important role in raising

awareness among the next generation

of conservationists of the importance

of local stewardship of natural

resources.



National Environmental Policy Group

This newly-formed group identifies environmental issues and policy alternatives for
consideration by policymakers. PG&E is an appointed member.

Salt Ponds Restoration Project

PG&E is actively engaged in the Salt Ponds Restoration Project, a large-scale effort by the U.S.
Fish and Wildlife Service, California Department of Fish and Game, and Coastal Conservancy to
restore 15,100 acres of former salt ponds in South San Francisco Bay, the largest tidal
restoration project in the western United States. PG&E is working with all project stakeholders
to ensure our facilities have minimal impact on the restoration, and that proposed changes do
not diminish PG&E’s ability to deliver electricity to millions of homes and businesses.
http://www.southbayrestoration.org/

San Francisco Bay Joint Venture

This is a partnership of public agencies, environmental organizations, the business community,
local governments, the agricultural community, and landowners working cooperatively to
protect, restore, increase, and enhance wetlands and riparian habitat in the San Francisco Bay
and adjoining watersheds. http://www.sfbayjv.org

Save San Francisco Bay Association

This organization seeks to preserve, restore, and protect the San Francisco Bay and
Sacramento/San Joaquin Delta Estuary as a healthy and biologically diverse ecosystem
essential to the well-being of the human and natural communities that it sustains.
http://www.savesfbay.org

Sustainable Silicon Valley (SSV)

SSV is a collaboration of businesses, governments, and non-governmental organizations that
are identifying and addressing environmental and resource pressures in Silicon Valley.
http://www.sustainablesiliconvalley.org/

Business Community Partners

Alliance to Save Energy

The Alliance promotes energy efficiency worldwide to achieve a healthier economy, a cleaner
environment, and energy security. Approximately 70 corporations and business trade
associations work together through the Alliance to promote greater investment in cost-
effective energy efficiency. http://www.ase.org/
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California Council for Environmental and Economic Balance (CCEEB)

CCEEB is a coalition of California business, labor, and public policy leaders who work together
to advance collaborative strategies for a sound economy and a healthy environment.
http://www.cceeb.org/

California Fuel Cell Partnership (CFCP)

The CFCP is a unique collaborative of auto manufacturers, energy companies, fuel cell
technology companies, and government agencies committed to promoting fuel cell vehicle
commercialization as a means of moving toward a sustainable energy future, increasing energy
efficiency, and reducing or eliminating criteria pollutants and greenhouse gas emissions.
http://www.fuelcellpartnership.org/

California Natural Gas Vehicle Coalition (CNGVC)

CNGVC is devoted to ensuring that the state continues to set the pace in adopting this clean-
burning transportation technology. http://www.cngvc.org/

Clean Energy Group (CEG)

A coalition of national energy companies, CEG is dedicated to promoting environmentally
progressive policies at the national and regional levels. CEG is actively engaged at the federal
level in promoting national, mandatory standards for reducing emissions of NOX, SO2 , mercury,
and CO2. http://www.thecleanenergygroup.com/

National Hydropower Association (NHA)

NHA is a national non-profit association that seeks to secure hydropower's place as an
emissions-free, renewable, and reliable energy source that serves national environmental and
energy policy objectives. http://www.hydro.org

Natural Gas Vehicle Coalition (NGVC)

A national organization dedicated to the development of a growing, sustainable, and profitable
natural gas vehicle market, NGVC represents more than 180 natural gas companies, engine,
vehicle and equipment manufacturers, and service providers, as well as environmental groups
and government organizations. http://www.ngvc.org/ngv/ngvc.nsf

Pew Center on Global Climate Change: Business Environmental Leadership Council

A project of the Pew Center, the Council represents a group of leading companies worldwide
responding to the challenges posed by climate change. http://www.pewclimate.org/
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Awards in 2005
Dating back to our earliest awards for keeping records of weather observations since 1903,
PG&E has a long history of being recognized for its environmental initiatives and efforts. In fact,
over time, the company has won more than 125 environmental awards. The following provides
a sampling of the environmental awards we were honored to win in 2005:

American Council for an Energy-Efficient Economy—Exemplary Recognition

For PG&E’s Energy Partners program aimed at assisting low-income customers.

American Institute of Architects—Presidential Citation

In recognition of our outstanding contributions to the architectural profession through the
Savings by Design program.

Building Owners and Managers Association (BOMA): San Francisco—Annual Commercial
Recycler of the Year Awards—2nd Place for “Large Buildings” Category

In recognition of the 75% diversion rate PG&E has achieved at its General Office complex in
downtown San Francisco.

California Trout—Streamkeepers Award

For PG&E’s efforts to restore Hat Creek, one of California's premier trout streams. This award is
presented to the individual, group, or organization that has made the greatest contribution to
trout habitat restoration in California.

Contra Costa County Board of Supervisors—Green Business Program

An award recognizing our San Ramon Valley Conference Center for adopting green practices
such as energy and water conservation, recycling, and other forms of waste reduction and
prevention.

Ducks Unlimited—Golden Teal Award

Recognized our role in helping to create and enhance important wetland habitats through the
donation of used salvage gas transmission pipe.

National Arbor Day Foundation—Tree Line USA Award

In recognition of the company’s extensive year-round line-clearing program, safely trimming
trees, and clearing brush from distribution lines, transmission towers, and distribution poles.

Continued on page 73
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The Fourth Annual Richard A. Clarke Environmental Leadership

Awards honored an employee and a team of employees whose work

embodies PG&E’s commitment to environmental excellence.

The individual winner was Gary Fernstrom, a senior project

manager in the Utility’s customer energy efficiency department.

Fernstrom was honored for his role in creating and leading PG&E’s

six-year-old Codes and Standards Enhancement program. The

program advocates the inclusion of energy-efficiency measures in

state codes for buildings and appliances, and conducts studies to

support the benefits from proposed changes. On Gary’s behalf,

PG&E made a $5,000 contribution to the American Council for an

Energy-Efficient Economy.

The team award went to the 2004 Earth Day Team. Ten employees

from across the company came together to plan and execute one of

the most successful volunteer events in company history. As a result

of their efforts, hundreds of employees and their families and friends

helped to clean up nine state parks throughout our service area.

PG&E sponsored these Earth Day events in partnership with the

California State Parks Foundation. On the team’s behalf, PG&E

made a $5,000 contribution to the California State Parks

Foundation.

Employee Actions Making a Difference

(left) Bob Fratini, Tom Esser, Carol Young, Debbie Fudge, Barbara Contreras, Allan Ng, and Larry Goldzband. (Not pictured: Teresa Alvarado, Jennifer Ramp,
and Mark Hendrickson). (right) Gary Fernstrom.



Alameda County Waste Management Authority & Alameda County Source Reduction and
Recycling Board—StopWaste Award

For outstanding waste reduction and recycling efforts at four facilities in Alameda County,
diverting significant quantities of wood, cardboard, and other packaging materials from disposal.

Sustainable Silicon Valley Award

For our commitment to a sustainable future by pledging to reduce our CO2 emissions and
helping the region achieve a 20 percent reduction by 2010, based on 1990 levels.

U.S. Environmental Protection Agency—ENERGY STAR Awards

In recognition of PG&E’s efforts to sponsor more than 1,000 ENERGY STAR qualified new
homes, which includes significant outreach to consumers and the design, construction, and
building community. We were also recognized for improving the energy efficiency of
residential single family lighting, and for regional, state, and community leadership.
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Environmental Performance Summary Tables (2003-2005)†

Emissions Statistics (for Utility-retained generation only)*

Indicator 2003 2004 2005

Total NOX Emissions (tons) 512 942 1,084

NOX Emissions Rates (lbs/MWh)

Fossil Plants 1.84 1.89 1.9

All Plants 0.03 0.07 0.06

Total SO2 Emissions (tons) 7.29 7.43 6.77

SO2 Emissions Rates (lbs/MWh)

Fossil Plants 0.026 0.015 0.012

All Plants 0.00047 0.00054 0.00041

Total CO2 Emissions (tons) 385,581 657,376 751,530

CO2 Emissions Rates (lbs/MWh)

Fossil Plants 1,389.48 1,320.00 1,319.14

All Plants 25.01 47.99 44.44

Total SF6 Emissions (pounds) 9,330 11,552 7,396

Total SF6 Emissions (tons CO2-equivalent)** 111,494 138,046 88,382

SF6 Emissions Leak Rate 3.7% 4.2% 2.6%

* PG&E’s Utility-retained generation comprised approximately 40 percent of our delivered electricity in 2005.

** Error corrected from 2004 Corporate Responsibility Report Summary Table.

† PG&E does not trigger threshold reporting levels for those substances reported under the Toxic Release Inventory.
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Greenhouse Gas (GHG) Emissions Avoided (Tons CO2-equivalent)

Indicator 2003 2004 2005

Total GHG Avoided 2,956,549 3,123,358 3,642,627

CO2 Avoided (Customer Energy Efficiency) 2,913,923 3,119,377 3,619,778

Methane Avoided 42,626 3,981 22,849

Energy Savings and Emissions Avoided (Customer Energy Efficiency Programs)

Indicator 2003 2004 2005

Energy Savings

Megawatt (peak) 1,243 1,318 1,513

GWh (total) 5,569 5,962 6,918

Thousand Therms 149,513 142,168 166,218

Emissions Avoided (Efficiency)

CO2 Avoided (tons) 2,913,923 3,119,377 3,619,778

NOX Avoided (tons) 1,676 1,794 2,082

SOX Avoided (tons) 1,025 1,097 1,273

Energy Consumed by Pacific Gas and Electric Company

Indicator 2003 2004 2005

Electricity Consumed (GWh)* 88 87 88

Natural Gas Consumed (MMcf )* 135 131 123

Petroleum Consumed (gallons) 9,004,372 8,943,199 8,347,899**

* These figures represent electricity and natural gas usage at the 179 facilities managed by the Utility’s Corporate 
Real Estate department.

** This figure includes 124,335 gallons of B2O biodiesel.
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Energy Savings at our facilities

Indicator 2003 2004 2005

Number of Facilities Tracked 88 179 179

(1999 baseline year = 126.7 GWh)

% Below Baseline N/A 11.7% 11.5%

Total Savings (GWh) N/A 13.3 13.1

Dollars Saved N/A $1,396,000 $1,439,000

CO2 Avoided (tons) N/A 4,323* 4,258

Energy Intensity (KWh/sq. ft.) N/A 18.9 15.2

* Value for 2004 revised based on availability of more accurate conversion factor.

Clean Air Transportation Program (Customer Savings)

Indicator 2003 2004 2005

Avoided NOX Emissions (tons) 458 580 603

Avoided PM Emissions (tons) 30 37 39

Avoided CO2 Emissions (tons) 19,590 24,833 25,810

Equivalent Petroleum Gallons Displaced (x 1,000)* 10,758 13,637.2 14,173.5

* PG&E now uses a petroleum gasoline equivalency (versus a gasoline equivalency), which represents 75% diesel and 25% gasoline,
reflecting more closely the fleets that we are serving and the fuels that our natural gas is displacing.

Compliance Data

Indicator 2003 2004 2005

Notices of Violation (NOVs) 11 10 9

Rate of NOVs (per 100 inspections) 2.83 2.19 1.75

Releases/Exceedances* 292 255 274

Penalties Paid $5,239,377 $43,049 $9,230

* Figures include both PG&E- and non-PG&E- caused releases/exceedances. In 2005, for example, 43 percent were either weather-
related or caused by third-party accidents.
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Hazardous and Non-Hazardous Waste

Indicator 2003 2004 2005

Kilograms PCB Waste >50 ppm PCB

Incineration 589,383 544,295 347,433

Metal Salvage 36,617 31,428 42,591

Landfill 1,627,063 671,375 81,971

Total 2,215,179 1,247,098 471,995

Kilograms of PCB Waste <50 ppm PCB

Incineration 537,681 371,170 406,655

Metal Salvage 7,973,432 7,371,347 7,128,539

Landfill 490,075 113,679 193,782

Total 9,001,188 7,856,196 7,728,976

RCRA Hazardous Waste Generated (tons) 322 14,621 10,350*

Recycled (tons) 93 14,327 199*

% Recycled 29% 98% 2%

Universal Waste Generated (pounds) 235,580 237,837 352,635

Recycled (pounds) 235,580 237,837 352,635

% Recycled 100% 100% 100%

* The amount of RCRA hazardous waste generated and recycled in 2005 decreased based on several factors, including reclassification of
RCRA waste as universal waste, on-site treatment of groundwater at Pacific Gas and Electric Company’s Topock Compressor Station, and
the fact that a significant percentage of waste generated was RCRA-regulated soil that could not be recycled.
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