In addition to insulating their
wine tanks, a planned roof
above Sonoma Wine Company'’s
tank farm will catch and divert
rainwater from their treated
waste stream.

Portable bridges, like this one crossing the Stanislaus River, minimize impacts to water
quality and habitat from PG&E sustainable forestry operations.

To help raise awareness about the program, PG&E provided training for more than
8,500 fleet, construction and operations staff—highlighting steps they can take

in everyday operations to protect water quality. In parallel with the program, we
launched a storm-drain stenciling campaign—where storm-drains at the company’s
172 service centers were stenciled to provide a visible reminder for employees.

Linking Energy Efficiency and Water Conservation

At certain PG&E customer facilities—such as food processing plants and wineries—
saving water can also reap huge energy and cost-saving rewards. Every gallon
conserved through an industrial process improvement can save energy through a
reduction of water pumped, water heated and water treated prior to discharge.

In 2006, PG&E worked closely with Sonoma Wine Company on its plans to double
production at an existing custom bottling facility. The integrated design recommen-
dations being implemented by the company will earn $260,000 in energy

efficiency incentives, save $266,000 on gas and electricity each year, and
save enough water to eliminate the customer’s need to build additional
treatment ponds and apply for additional water discharge permits.

Such projects reduce both water and energy use, and PG&E is developing
a pilot to expand upon existing programs to save the energy “embedded”
in water. For example, a significant amount of energy is used to collect,
treat and distribute water to customers, and then to collect and treat

the wastewater. More efficient appliances and fixtures, such as low-flow
showerheads, high-efficiency clothes washers and low-flow pre-rinse spray
valves help customers save money, water and energy; these appliances
and fixtures also reduce the amount of natural gas used to heat water.

To target water-embedded energy savings, PG&E is partnering with
East Bay Municipal Utility District, Santa Clara Valley Water District and
Sonoma County Water Agency.

Photo courtesy of Sonoma Wine Company.
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Driving

to promote plug-in hybrid vehicle (PHEV) technology

in 2006. Not yet commercially available, these
innovative vehicles differ from conventional hybrids because
they contain a much larger battery that can be “plugged
in" to a standard outlet; as a result, they gain increased
fuel efficiency and reduce greenhouse gas emissions.

D emonstrating leadership, PG&E took significant steps

We are proud to be a founding member of Plug-In Partners,
a national organization committed to the commercialization
of PHEVs, and we are joining with our customers to
demonstrate demand for these vehicles. That's why we
sent all 5.1 million PG&E electric customers a bill insert
encouraging them to pledge their support for PHEV
technology at pluginpartners.com. We are also working
with auto manufacturers to bring plug-in hybrid vehicles to
market on a production scale, which will reduce costs and
make them more available.

As a key step, PG&E is assessing the new technology in
our own fleet. In 2006, we took delivery of a Plug-In Prius.
Achieving 100 miles per gallon when fully charged, the
vehicle can be plugged in at night when excess renewable
power is available from the grid. Raising awareness, PG&E
showcased the vehicle to customers and other stakeholders
during 2006 at community events, environmental fairs,
electric vehicle association meetings and other venues.

Innovation With
Plug-In Hybrid Vehicles

PG&E also signed on as one of 14 U.S. utilities to test a
new hybrid utility service truck; we placed the vehicle into
service in San Francisco, where it helped perform routine
and emergency overhead line work. PG&E is also partnering
with the Electric Power Research Institute to conduct a
plug-in pilot project for an F550 Super Duty Trouble Truck
and a field trial of two DaimlerChrysler plug-in hybrid
Sprinter vans. Both the service truck and trouble truck offer
a unique benefit—the ability to operate the boom, lights
and other auxiliary power from a battery versus generating
diesel emissions. This way, the trucks can operate
quietly—and emissions-free—at neighborhood job sites.

Looking to the future, we are also exploring a vehicle-
to-grid program where the stored energy in plug-in
hybrid vehicle batteries could be uploaded back to the
grid to help reduce peak energy demand on the system.
If fully implemented, the vehicle-to-grid concept could
significantly alter the energy utility business.



Innovative Transportation Solutions and Technologies

For nearly two decades, PG&E has helped advance cleaner, more efficient vehicle
technologies for our customers. With the largest natural gas utility fleet in the
nation, we also continue to demonstrate leadership with our own vehicles.

Last year, through the 36 compressed natural gas (CNG) fueling stations we own
and operate, we supplied natural gas to more than 200 commercial and private
fleets, improving air quality in northern and central California communities.

PG&E’s fleet includes a hybrid-electric
service truck (left) and hydrogen
fuel-cell vehicles (above).

We also helped our customers qualify for more than $25.9 million in air district,
state, and federal grants—up from $6.6 million in 2005. This included organizing
a consortium of 19 school districts that received more than $12 million in grants
to fully fund 70 natural gas school buses. PG&E also provided extensive support
to a Port of Oakland-based trucking firm, which applied for state funding for

30 new CNG trucks and 30 more conversion systems; in doing this, we also helped
an underserved community achieve its clean air goals.

PG&E also expanded its leadership role by agreeing to test three hydrogen fuel-cell
vehicles made by DaimlerChrysler. Through daily use, PG&E is obtaining the operational
experience and technical data needed to help improve the next generation of fuel-

cell vehicles. PG&E was also awarded a $1.2 million grant to co-fund a state-of-the-art
demonstration project to further the hydrogen highway network. Based in San Mateo
County, the project will enhance natural gas-to-hydrogen reforming technology and
incorporate hydrogen-fueling capability into an existing natural gas station.

In 2006, we also purchased 275 new CNG vehicles, giving PG&E a fleet of more
than 1,180 vehicles that run either entirely on CNG or have bi-fuel (gasoline with
a separate CNG system) capability. We also successfully tested a 3,000 gallon
liquefied natural gas (LNG) tanker trailer that can be placed strategically
throughout PG&E's system as a temporary LNG fueling station. This was part of
an ongoing effort to document safe and effective fueling procedures before
placing the trailer into full operation.

As a result of these efforts, as well as vehicle natural gas used by our customers, we
avoided the use of more than 15.7 million gallons of petroleum and the emission of
approximately 670 tons of NOx, 43 tons of particulate matter and 28,630 tons of CO,.
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Minimizing the Environmental Impact of Our Facilities

We are committed to reducing waste streams and water consumption, maintaining
high waste recycling rates, modeling sound energy-efficiency practices and
minimizing the use of toxic and chemical substances in our buildings and facilities.

Greening Our Own Buildings

By making our own buildings “green,” PG&E is demonstrating the value of
protecting the environment to our employees and the local community.

In 2006, PG&E incorporated a variety of energy efficiency and sustainable building
concepts into the development of our Concord Resource Management Center (RMC),
using LEED™ criteria as our guide. Key features included low-flow plumbing fixtures,
lighting that automatically dims near windows during the day, cubicle sensors that
control energy demand when employees leave their work stations, sustainable wood
products, and ENERGY STAR-labeled refrigerators, microwave ovens, copiers, and
other office appliances and equipment. PG&E’s new program, “Earth & Art,” helped
to furnish the building with artwork from area high schools. PG&E also incorporated
many of these green building features at the new Fresno RMC.

These and other efforts have helped build momentum for an emerging green
building initiative, which is designed to leverage enterprise-wide opportunities
and improve the environmental performance of PG&E’s new and existing facilities.

Waste Minimization

In 2006, PG&E partnered with Omega Waste Management to pilot a new approach
that would boost recycling and waste reduction efforts at 50 PG&E facilities
throughout a 19-county area. By successfully consolidating 44 different recycling and
waste management contracts into one, Omega was able to achieve economies of
scale, improve recycling procedures and right-size PG&E’s trash service to dramatically
reduce the amount of waste being disposed. The end result was a resounding
success: PG&E more than doubled the amount recycled at these sites in 2006.

In the course of operations, PG&E also generates hazardous wastes regulated by
the federal government and the state of California. Federal regulations include the
Resource Conservation and Recovery Act (RCRA) and the Toxic Substances Control Act.

Federally Regulated Hazardous Waste

2006 8,752 tons

2005 14,973 tons

2004 15,865 tons
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California-regulated (non-RCRA) wastes are not regulated by the federal government
but under more stringent California requirements. (These include non-PCB used oil, oil
saturated solids and debris with metals at lower thresholds than federal standards.)

These wastes are generated by routine gas and electric operations, equipment mainte-
nance and overhauls, and facility construction and demolition. Waste is also generated
by remediation and cleanup of historic legacy sites. All waste generated by PG&E is
managed and minimized in accordance with applicable federal and state regulations.

Other examples from 2006 include:

= Continuing to achieve environmental benefits and cost savings by receiving a
growing portion of our primary underground electrical cables on returnable
steel reels—versus one-time-use wooden reels. Since we began this effort in
1998, PG&E has received shipments of nearly 8,900 reusable steel reels, avoiding
the use of more than 5.8 million pounds of wood, which translates into approxi-
mately 33,000 trees. PG&E has also saved a total of $2.8 million in avoided
purchasing and material handling costs, and the savings continue to grow.

= Recycling and reusing our “e-waste,” including approximately 3,660 CPUs,
6,530 monitors, 1,220 printers and 90 servers. It is PG&E’s practice not to allow
our e-waste to be shipped overseas for processing.

= Recycling or reusing 33,951,630 pounds of scrap iron, aluminum and copper
from conductors, meters and miscellaneous infrastructure from our waste
stream. We also recycled more than 100,000 pounds of plastic piping as well
as used hard hats.

Taking Responsibility for Our Historical Impacts

At PG&E, we are accountable for all our own actions. One recent event truly
exemplifies this: the 2006 settlement that effectively resolved 10 years of
litigation related to our use of chromium decades ago. In our announcement,
we took responsibility for PG&E's actions in the 1950s, 60s, and 70s, and we
unequivocally affirmed the critical importance of ensuring that our conduct
always aligns with our values.

PG&E has been delivering power to our customers for more than 100 years. As

a result, we generated waste products that were disposed of in ways that were
acceptable in their time, but ultimately created the need to clean up or isolate

these wastes to protect human health and the environment.

We have taken responsibility for cleaning up historic or “legacy” contamination
from past operations. For example, PG&E successfully led a multi-year effort to
clean up a geothermal waste facility in Lake County, Calif., with oversight from the
California Regional Water Quality Control Board and several other agencies. The
facility was abandoned by its operator, and PG&E and numerous other companies
were left with responsibility for securing the site and completed the effort in 2006.
Key milestones included excavating and solidifying 186,000 cubic yards of waste,
evaporating 21 million gallons of wastewater and planting 32 acres of trees, which
are helping to lower the groundwater table, protecting it with contact from
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Revising Our Environmental Policy and Gove
Structure to Ensure All Employees Understan
Their Contribution and Its Importance

For the nearly 20,000 men and women of PG&E, protecting the environment is a shared value and a top priority.

environmental policy in 2006; we revised it to make

it more dynamic, action-oriented and stakeholder-
driven. To highlight the value we place on environmental
stewardship as we attempt to become the leading utility
in the United States, we included an overall commitment
statement with our policy. We also established tangible
goals and initiatives to monitor our environmental efforts
and performance and help our employees translate this
policy into their everyday actions. Included here is our
Environmental Commitment and broad Environmental
Policy. For more information on environmental goals and
initiatives as they relate to policy implementation, as well
as our environmental governance structure, please visit
WWW.pge-corp.com.

PG&E undertook an extensive effort to review our

Environmental Commitment

At PG&E, we are committed to being an environmental
leader and demonstrating this through our actions. We
pledge to think creatively, work cooperatively and be

results-oriented in our environmental stewardship efforts.

Environmental Policy

Our environmental policy reflects our environmental
commitment and challenges us to find ways to produce,
deliver and use energy as sustainably, responsibly and
efficiently as possible. It is our policy to:

Comply fully with the letter and spirit of all applicable
environmental laws and regulations.

Seek opportunities to exceed current standards of envi-
ronmental protection, including pollution prevention,
climate protection, and habitat and species protection.

Lead efforts to craft and reform laws and regulations
that create more effective policies and greater
environmental benefits.

Improve management programs and standards that
foster environmental excellence and innovation and
reduce our impact on the environment.

Ensure that regular independent reviews of all environ-
mental aspects of our business are conducted through
a risk-based audit plan and corrective-action program.

Enhance our transparency with regard to environ-
mental progress and performance, and provide this
information to the public.

Maintain a constructive dialogue with our customers
and stakeholders on environmental matters, and seek
out partnerships to achieve results more effectively
and efficiently.

Educate all employees about applicable environmental
requirements and the importance of environmental
leadership in achieving our vision, and ensure that
there is accountability for, and recognition of, actions.

Strive for continual improvement in our environmental
performance.




solidified waste. PG&E even enlisted 900 goats for weed abatement, and we created
and are managing a 40-acre conservation easement containing three acres of new
wetlands on the property. PG&E has also committed to long-term monitoring and
maintenance to ensure the property’s ongoing stable management and security.

Monitoring and Measuring Our 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 advancing 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.

Environmental Management Systems
We took steps in 2006 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 the system that provides the mechanism to implement our
Environmental Policy. Our EMS is a framework that defines how we:

= Develop strategic plans and programs;

= Establish corporate objectives and targets;

= [nstitute 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; and

= Implement sustainable continuous improvement processes.

We obtained third-party verification in 2006 that our EMS framework is 1ISO-14001
compliant. To further strengthen our program, we:

= Applied a rigorous risk-management process to our program to identify and
mitigate any significant risks and prioritize them among all company risks;

= Developed draft Environmental Management Plans to address environmental
risks from a programmatic level;

= Obtained concurrence from line-of-business partners to set aggressive targets
and objectives that reduce environmental risks; and

= Implemented an Environmental Scorecard to raise environmental awareness

and accountability.

We will refine and implement our Environmental Management Plans in 2007. These
plans address existing and proposed legal and regulatory changes, resource planning,
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compliance issues, management strategies, overall accountability and other issues.
In addition, they specify key actions required to improve or sustain performance.
Metrics from these plans will be reported to senior management on a regular basis.

E-Screen

PG&E rolled out a new procedure called “Environmental Screening and Best
Management Practices” in 2006. Otherwise known as “E-Screen,” these tools will
help ensure that maintenance and construction activities receive the appropriate
environmental reviews to protect the environment and mitigate potential
environmental risks. Key milestones in 2006 included training 4,500 construction-
related employees and 1,650 employees with engineering, design and project
management duties. Together, the E-Screen tools will help PG&E reduce the risk of
noncompliance with environmental laws and regulations, minimize work stoppages
or re-work, improve job scheduling and budgeting, and improve relations with
neighbors, customers and regulators. Moving forward, we will continue to further
integrate E-Screen into the company’s work management processes.

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.

We performed 59 formal audits in 2006 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 operations officer and were required to be corrected
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.

In addition to the formal audits discussed above, PG&E environmental personnel
conducted 1,868 compliance assessments, which provided valuable information
to operations employees that allow process changes to be identified to prevent
compliance issues.

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 2006.

Reported Releases and Permit Exceedances

The Utility reported to various government agencies a total of 324 releases to the
environment and/or permit exceedances, an 18 percent increase from 2005. The
increase is attributable, in part, to a major heat storm during July and August.
Our crews and outside contractors respond to all spills—even those with only trace
amounts of material—and perform cleanup and reporting in accordance with all
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Recognizing Employee Leaders:

Clarke Awards

San Joaquin Valley Habitat Conservation
Plan Advisory Team members (from left)
Steve Scialabba, Tom Cooper, Lori Austin,
Raj Beasla, Bruce Wessels, Dick Benefiel,
Greg Parker. (Not pictured: Lynn Cullen,
Chris Damianakes, Rod Goodwin,

Gus Quiroz, Wayne Yamagiwa)

(from left) Sid Dietz, Greg Backens, Jan
Berman, Jay Luboff, Greg San Martin,
Jasmin Ansar, Gail Slocum. (Not pictured:
L Jon Forrester, Tom Jarman, Yvonne
Rumbaoa, Chenoa Thomas, Jim Turnure,
Christy Dennis)

Clarke Environmental Leadership Award—an annual

award that honors employees whose work embodies
PG&E's commitment to environmental excellence. Since
its inception in 2002, PG&E employees have submitted
more than 110 nominations representing the environmental
leadership efforts of more than 600 employees. Interest
continues to grow; in 2006, more than 180 employees were
nominated for an individual or team award, exceeding the
prior years' average by nearly 80 percent.

PG&E celebrated the fifth anniversary of the Richard A.

Each year, PG&E has made a financial contribution to

the winner's organization of choice; in the past, we've
supported groups as diverse as the Golden Gate Audubon
Society, Sierra Club’s Inner City Outings and the American
Council for an Energy-Efficient Economy.

This year, two teams received the
prestigious Clarke award:

The Climate Protection Team proposed and received

approval from the California Public Utilities Commission
(CPUCQ) on ClimateSmart, a voluntary climate protection
program. Starting in the summer of 2007, PG&E

customers can choose to pay a small amount on their
monthly utility bill. This will fund new environmental
projects aimed at removing an equal amount of CO,
from the atmosphere—making the customer’s energy
use “climate neutral.” On behalf of the team, PG&E
made a $5,000 contribution to the Pacific Forest Trust.

The second award was received by a team of PG&E employees
that pioneered an innovative approach to meeting state
and federal protection requirements for endangered plants
and animals. The team developed a multi-species, 30-year
Habitat Conservation Plan (HCP) for the San Joaquin
Valley. Rather than taking a project-by-project approach,
the comprehensive plan allows for ongoing infrastructure
maintenance while providing long-term commitments for
sensitive species and habitat protection. This HCP is the
first in a series of six that will cover PG&E's service area;

it continues to serve as a model for resource agencies
working with other utilities. In 2007, PG&E expects to
implement the San Joaquin Valley HCP, following extensive
training of our field crews and managers. On the team’s
behalf, PG&E made a $5,000 contribution to the San
Joaquin River Parkway and Conservation Trust.



applicable laws and regulations. The majority of the releases were minor, involving
small amounts of material, and more than half were either weather-related or
caused by third-party accidents.

Agency Inspections

Government agencies conducted 517 routine inspections of the Utility’s facilities
in 2006, up from 513 inspections in 2005. Certified uniform program agencies—
such as environmental health departments and fire departments—performed the
majority of the inspections and are generally responsible for enforcing hazardous
waste and hazardous materials requirements.

Enforcement Actions—Notices of Violation (NOVs)

The Utility received a total of eight NOVs from government agencies during 2006,
a decrease from nine NOVs received in 2005. The rate of NOVs in 2006 continued
a downward trend, as well. There were 1.55 NOVs per 100 agency inspections in
2006, compared to a three-year average of 1.83.

Of the eight NOVs received during 2006, four involved air quality regulations.

One NOV was issued for not complying with air district permit conditions by
exceeding daily average particulate matter limits at a site remediation project.
Another involved incomplete records retention for the California Air Resources
Board’s Smoke Check Program for heavy-duty diesel vehicles. The third air-related
NOV was for improper maintenance of a hose at a fueling station. And an NOV was
received for exceeding air emissions limits during a source test at PG&E's Hinkley
Compressor Station.

Three NOVs involved water quality regulations, including one issued by a local
environmental health department for failure to prevent a hazardous waste release.
A small amount of diesel fuel from an above-ground storage tank leaked into
concrete containment, which failed to contain the fuel due to recent rain and
possible fractures of the secondary containment. An NOV was issued by a Regional
Water Quality Control Board when an annual certification of a storm water
pollution prevention plan for a substation construction project was not submitted
in a timely manner. And an NOV was received for late submittal of a progress
report for a remediation pilot program at the Hinkley Compressor Station.

The Utility also received an NOV for a minor hazardous waste record-keeping issue
at our Diablo Canyon Power Plant.

2006 Enforcement Penalties and Settlements

In 2006, the Utility received a total of one NOV resulting in monetary penalties
and paid penalties on three other NOVs received in 2005. The penalties totaled
$6,800 and all involved air quality regulations. The penalties were $1,000 for
exceeding an emissions limit during a source test, $1,000 for failure to properly
cover a contaminated soil pile and two separate fines of $2,400 for not submitting
Emission Control Plans by the due date.

In response, PG&E swiftly resolved all of these issues by taking appropriate
corrective actions and is developing processes to help prevent a future recurrence.
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Partnerships

PG&E believes in collaboration, and we continue to work with a host of partners—
environmental stakeholders and businesses. These partnerships embody several

of our core values: transparency, open and honest communications, and taking
responsibility for our actions. Engaging in trusted relationships is the right way to
make progress on the key environmental issues that confront us all.

Environmental and Conservation Groups

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.

California Climate Action Registry (Registry)

Established by California statute as a nonprofit voluntary registry for greenhouse
gas (GHG) emissions, the Registry helps companies and organizations with
operations in the state establish GHG emissions baselines and record their GHG
emissions inventory.

California Environmental Dialogue (CED)

CED's mission is to engage California business, government and environmental
leaders collaboratively to improve public and private environmental policy.

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.

California League of Conservation Voters (CLCV)

The CLCV is the nonpartisan 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.

California State Parks Foundation (CSPF)

Dedicated to preserving California’s 278 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.

Center for Natural Lands Management (CNLM)

As a leader in the planning and management of mitigation and conservation lands,
the CNLM manages more than 49,000 acres of conservation lands throughout
California and facilitates the successful implementation of federal, state and local
statutes designed to protect our natural heritage.
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Central Valley Salmon and Steelhead Recovery Assessment Project/

California Trout

California Trout’s mission is to protect and restore wild trout, salmon and steelhead
and their waters throughout California. PG&E and California Trout collaborated
with agency, industry, nongovernmental and academic representatives to identify
and prioritize recovery opportunities and actions for endangered salmon and
steelhead across the Sacramento/San Joaquin River.

Ceres

Ceres is 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.

Ducks Unlimited

Ducks Unlimited conserves, restores and manages wetlands and associated habitats
for North America’s waterfowl.

National Arbor Day Foundation

The foundation is a nonprofit, environmental education organization of nearly one
million members, with a mission to inspire people to plant, nurture and celebrate trees.

The Nature Conservancy (TNC)

Since 1951, TNC has worked with communities and businesses to protect more than
117 million acres around the world. PG&E is currently working with TNC and the
Sacramento National Wildlife Refuge to restore and protect wildlife habitat along
the Sacramento River for the federally protected Valley Elderberry Longhorn Beetle.
Projects are expected to be completed in 2008.

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.

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.

Solano Land Trust

Solano Land Trust’s mission is to preserve agricultural lands, open space and
resources through the acquisition of land and conservation easements, education
and land management.

Sustainable Silicon Valley (SSV)

SSV is a collaboration of businesses, governments and nongovernmental
organizations that are identifying and addressing environmental and resource
pressures in Silicon Valley.
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Trust for Public Land

As part of our overall species protection plan, PG&E partnered with the Trust for
Public Land and the Sierra Foothill Conservancy (SFC) to protect 719 acres of high-
quality habitat around Fine Gold Creek for the Valley Elderberry Longhorn Beetle,
a federally protected species. Managed by SFC and the California Department of
Fish and Game, this important habitat is also home to the western pond turtle, the
foothill yellow-legged frog, and other sensitive bird and plant species. The Wildlife
Conservation Board and the Bureau of Reclamation co-funded the project.

Business Community Partners

Alliance to Save Energy

The Alliance promotes energy efficiency worldwide to achieve a healthier economy,
a cleaner environment and energy security. Corporations and business trade
associations work together through the Alliance to promote greater investment in
cost-effective energy efficiency.

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.

California Fire Safe Council (CFSC)

CFSC’s mission is to preserve and enhance California’s man-made and natural
resources by providing leadership and support that mobilizes all Californians to
protect their homes, communities and environment from wildfires.

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.

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.

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, SO,, mercury and CO..

The Climate Group

PG&E joined other industry leaders, as well as Prime Minister Tony Blair and
Governor Arnold Schwarzenegger, in a Roundtable convened by The Climate
Group to discuss how business and government can deploy clean energy and clean
technologies to accelerate the transition to a low-carbon economy. The Climate
Group is an independent, nonprofit organization dedicated to advancing business
and government leadership on climate change.
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National Hydropower Association (NHA)

NHA is a national nonprofit 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.

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 100 natural
gas companies; engine, vehicle and equipment manufacturers; service providers;
environmental groups; and government organizations.

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.

Environmental Awards

= American Council for an Energy-Efficient Economy—Champion of Energy
Efficiency. Granted to PG&E's Food Service Technology Center for excellence
in the categories of research and development, energy policy, implementation
and deployment, and leadership.

= Association of Energy Services Professionals—Outstanding Achievement in
Energy Program Design or Implementation—Honorable Mention. Granted to
the California Statewide Multifamily Energy Efficiency Rebate Program, which
PG&E and the other state investor-owned utilities administer. The Association
of Energy Services Professionals is a nonprofit organization dedicated to
advancing the professional interests of individuals working to provide value
through energy services by sharing ideas, information and experiences.

= Breathe California—Clean Air Award. Recognized PG&E and numerous
community groups for the collaborative efforts that led to the closure of
the Hunters Point Power Plant.

= Building Owners and Managers Association (BOMA)—San Francisco:
Commercial Recycler of the Year Awards—Runner-Up for “Large Buildings”
Category. For our commitment to recycling at our General Office complex in
downtown San Francisco.

= California Inland Fisheries Foundation, Inc. (CIFFI)—Corporate Community
and Environmental Stewardship Award. Recognized PG&E’s environmental
stewardship of California’s watersheds, integrating hydro-power operations
while providing recreational and fishery benefits to Californians. Also
commended PG&E’'s commitment to the communities it serves, including
support of CIFFI's youth derbies and educational programs.

= California Governor’s Environmental and Economic Leadership Award.
PG&E won this award for two of its programs: Solar Schools (under the
“Children’s Environmental Education” category) and “AG-ICE” (under
the “Environmental and Economic Partnerships” category). The award
is the State of California’s highest and most prestigious environmental
honor, recognizing individuals, organizations and businesses that have
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demonstrated exceptional leadership and made notable contributions
in conserving California’s precious resources, protecting and enhancing
our environment, and building public-private partnerships.

California State Parks Foundation—Golden Poppy Award. Honored the
dedicated employees of PG&E, who have worked countless volunteer hours
during the California State Parks Foundation’s annual Earth Day Restoration
and Cleanup event.

Interstate Renewable Energy Council—Annual Innovation Award. Recognized
PG&E's Solar Schools Program for its innovative role in promoting and
accelerating the adoption of renewable energy technologies.

Keystone Center—Leadership in Industry Award. Honored PG&E’s
accomplishments across a range of environmental areas, notably our leadership
in developing initiatives in energy efficiency, renewable energy and global
climate change.

National Arbor Day Foundation—Tree Line USA Award. For the 12th
consecutive year, recognized PG&E as a Treeline USA Utility for the company’s
environmental leadership in caring for the health of trees while providing safe
and sound vegetation management along gas and electric lines.

Pacific Forest Trust—2006 Outside-the-Box Award. Honored PG&E for its
innovative ClimateSmart program, which will give customers the option to
make their energy use “climate neutral” by investing in forest conservation and
restoration projects that remove an equivalent amount of carbon dioxide from
the atmosphere. The company was also recognized for its exemplary history of
managing its watershed forestlands utilizing sustainable stewardship practices.

Peak Load Management Alliance—Demand Response Award. Recognized
PG&E and The Energy Coalition for founding the Business Energy Coalition,
a voluntary cooperative program between PG&E and more than 30 major
San Francisco business and civic leaders.

San Francisco Business Times—Education Innovator of the Year. For designing
and implementing the highly successful Solar Schools program to train teachers,
inform students and generate interest in the critical role that renewable
resources play in meeting California’s energy needs.

Solar Electric Power Association—Public Awareness and Industry Leadership
Award. In recognition of PG&E's ongoing solar outreach, policy support
and leadership.

U.S. Environmental Protection Agency—ENERGY STAR Sustained Excellence
Award. For continued outstanding achievement in our energy efficiency
program targeting residential new construction. For the fourth year in a row,
PG&E and California’s other investor-owned utilities won recognition from
ENERGY STAR for the residential new construction program.

U.S. Environmental Protection Agency—WasteWise Organic Material Reduction
Gold Achievement Award. For outstanding composting and waste reduction
efforts at our San Francisco headquarters and Pacific Energy Center.
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Environmental Performance Summary Tables (2004-2006)*

Emissions Statistics (for Utility-retained generation only)*

2004 2005 2006
Total NOx Emissions (tons) 942 1,084 982
Hunters Point** 108 133 39
Humboldt 834 951 943
NOx Emissions Rates (Ibs/MWh)
Hunters Point** 0.36 0.39 0.38
Humboldt 4.23 4.10 4.08
Fossil Plants 1.89 1.90 2.94
All Plants 0.07 0.06 0.06
Total SO, Emissions (tons) 7.43 6.77 66***
Hunters Point** 3.06 3.33 1
Humboldt 4.37 3.44 65
SO, Emissions Rates (Ilbs/MWHh)
Hunters Point** 0.0102 0.0098 0.01
Humboldt 0.0221 0.0149 0.28
Fossil Plants 0.0150 0.0119 0.2000
All Plants 0.00054 0.00041 0.00388
Total CO; Emissions (tons) 657,376 751,530 474,115
Hunters Point** 357,646 409,766 124,443
Humboldt 299,730 341,764 349,672
CO; Emissions Rates (Ilbs/MWh)
Hunters Point** 1190 1210 1218
Humboldt 1519 1479 1511
Fossil Plants 1320 1319 1421
All Plants 48 44 39
Other Emissions Statistics
SF¢ Emissions 2004 2005 2006
Total SFe Emissions (pounds) 11,552 7,396 5,539
Total SFe Emissions (tons COz-equivalent) 138,046 88,382 66,191
SFe Emissions Leak Rate 4.2% 2.6% 1.9%
Methane Emissions
Total Methane Emissions (tons) N/A 98,772%*** N/A
Total Methane Emissions (tons COz-equivalent) N/A 2,074,217 **** N/A

t PG&E does not trigger threshold reporting levels for those substances reported under the Toxic Release Inventory.

* PG&E's Utility-retained generation comprised approximately 40 percent of our delivered electricity in 2006.

For comparison to national average emission rates, see page 51.
** PG&E's Hunters Point Power Plant ceased operations on May 15, 2006.

*** This increase was due to temporary fuel oil combustion at PG&E's Humboldt power plant during a period of

natural gas curtailment.

*%%% 2005 was the first year PG&E certified all six of its greenhouse gas emissions, including methane.
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Greenhouse Gas (GHG) Emissions Avoided (Tons CO,-equivalent)

2004 2005 2006
Total GHG Avoided 3,393,981 3,400,849 4,298,066
CO2 Avoided
(Lifecycle Customer Energy Efficiency Savings) 3,390,000 3,378,000 4,284,000
Methane Avoided 3,981 22,849 14,066
Annual' Energy Savings and Emissions Avoided
(Customer Energy Efficiency Programs)
2004 2005 2006
Energy Savings
Megawatt (peak) 77 115 142
GWh (total) 332 459 777
Million Therms 14 5.6 10.69
Emissions Avoided (Efficiency)
CO; Avoided (tons) 264,000 285,000 489,000
NOx Avoided (tons) 23 32 54

1 Annual energy savings refer to the first year impacts associated with installed customer energy efficiency projects.

Lifecycle? Energy Savings and Emissions Avoided
(Customer Energy Efficiency Programs)

2004 2005 2006
Energy Savings
GWh (total) 3,940 5,294 6,364
Million Therms 210 80 135
Emissions Avoided (Efficiency)
CO> Avoided (tons) 3,390,000 3,378,000 4,284,000
NOx Avoided (tons) 276 371 445

2 Lifecycle energy savings refer to the estimated energy efficiency savings over the expected lifetime of the installed

customer energy efficiency projects.

Energy Consumed by Pacific Gas and Electric Company

2004 2005 2006
Electricity Consumed (GWh)* 87 90 84
Natural Gas Consumed (MMcf)* 131 142 137
Energy Intensity (kWh/per sq. ft)* 15.1 15.6 14.7
Petroleum Consumed by PG&E Fleet (gallons) 8,943,199 8,347,899 10,277,615
* These figures represent electricity and natural gas usage at the 179 facilities managed by the Utility's
Corporate Real Estate department.
Clean Air Transportation Program (Customer Savings)
2004 2005 2006
Avoided NOx Emissions (tons) 580 603 649
Avoided PM Emissions (tons) 37 39 42
Avoided CO; Emissions (tons) 24,833 25,810 27,773
Equivalent Petroleum Gallons Displaced (x1,000) 13,637 14,174 15,252

80 Environment



Compliance Data

2004 2005 2006
Notices of Violation (NOVs) 10 9 8
Rate of NOVs (per 100 inspections) 2.19 1.75 1.55
Releases/Exceedances 255 274 324
Penalties Paid $43,049 $9,230 $6,800
Agency Inspections 455 513 517
Formal Audits Performed 59 62 59
Compliance Assessments Performed 1,710 1,872 1,868

1 Figures include both PG&E- and non-PG&E-caused releases/exceedances. In 2006, for example, 58 percent were either

weather-related or caused by third-party accidents.

Hazardous and Non-Hazardous Waste

2004+ 2005* 2006
PCB Waste >50 ppm PCB
Total (kilograms) 1,153,176 738,680 832,377
Incineration 556,513 326,423 267,710
Landfill 168,505 75,157 334,857
Recycled 428,158 337,100 229,810
% Recycled 37% 46% 27%**
PCB Waste <50 ppm PCB
Total (kilograms) 7,872,346 7,840,415 7,154,148
Incineration 406,655 510,218 354,555
Landfill 94,344 201,658 547,095
Recycled 7,371,347 7,128,539 6,252,498
% Recycled 94% 91% 87%**
Low-Level Radioactive Waste (Disposed)
Diablo Canyon (cubic feet) 1,672 3,881 1,159
Humboldt Bay Power Plant (cubic feet) 3,610 N/A*** N/A***
RCRA Hazardous Waste (Generated)
Total (tons) 14,597 14,160 7,836
Recycled (tons) 14,327 221 23
% Recycled 98% 2% <1%
Universal Waste (Generated)
Total (pounds) 169,122 345,239 233,429
Recycled (pounds) 169,122 345,239 233,429
% Recycled 100% 100% 100%

* Values for 2004 and 2005 revised based on improved reporting procedures.

** Increases in the quantities of PCB waste generated in 2006 were due to additional site remediation and cleanup activities.

These activities resulted in a proportional increase in PCB contaminated soil and debris that could not be recycled under
applicable regulations. Thus, the percentage of PCB waste recycled decreased relative to prior years.

*** | ow-level radioactive waste was generated and is currently being stored on site.
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In producing this report, we took
steps to minimize environmental
impacts, promote supplier diversity,
and support businesses in our
Utility service area. With these
goals in mind, we selected the
following products and vendors:

= Low-VOC soy-based inks and
process chlorine-free paper
manufactured from 100% post-
consumer waste. This paper is
produced using wind-generated
energy and is certified by
Green Seal and by SmartWood,
an affiliate of the Rainforest
Alliance.

= A printer and graphic designer
that are WMDVBE-certified
businesses.

= An environmentally sensitive
printer that is a Pacific Gas and
Electric Company gas customer.
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