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1 PG&E generated approximately 6,370 tons of California regulated hazardous
waste from the demolition of the Hunters Point Power Plant, but only 155 tons
of federally regulated hazardous waste.

expanded recycling with additional containers
and signage. Our 2008 plans include switching
to reusable dinnerware along with a new,
energy-efficient dishwasher.

We made our data center operations more
efficient, using virtualization technology to
avoid the purchase of 130 servers. The benefits
include a three-year savings of more than
$300,000 by avoiding three million kWh of
power consumption. PG&E also teamed with
IBM Research to develop a tool to measure the
three-dimensional temperature distributions in
its data centers to identify and rectify hot spots,
air leakage and other inefficiencies.

In the normal course of business, routine gas and
electric operations, equipment maintenance and
overhauls, and facility construction and demolition
generate certain hazardous wastes. Waste is also
created during the remediation and cleanup of
historic legacy sites. All such material is managed
and minimized in accordance with federal and
state regulations.

Federal waste management statutes include the
Resource Conservation and Recovery Act and
the Toxic Substances Control Act. California

has its own set of waste management laws

and regulations that are more stringent and
encompass a broader scope of waste streams,
including non-PCB used oil, oil saturated solids
and debris with metals at lower thresholds than
federal standards.

PG&E Pilots Collaborative Program
to Help Suppliers Go Green

At an event attended by a group of the
company's top suppliers, PG&E launched the
pilot for a Green Supply Chain Program in 2007.
Our goal is to work in partnership with suppliers
to encourage innovative and sustainable ideas,
products, services and operations.

The Green Supply Chain Program involves
suppliers proactively engaging in environmental
responsibility. Elements of the program involve
a commitment to environmental stewardship
and reduction in greenhouse gas emissions,
energy usage, water and wastes.

While voluntary, the program is aligned with
PG&E's environmental policy and has received
positive feedback from our suppliers, which
range from small firms to multibillion-dollar
businesses. Future plans involve including
sustainability efforts as part of the criteria
PG&E uses to evaluate suppliers.

Suppliers that have participated to date include
Fong Brothers Printing and The Okonite Company,
implementing extensive lighting retrofit projects at
their facilities to save 300,000 kWh each, as well as
an estimated $50,000 annually on electricity bills.

PG&E also joined the Green Suppliers Network,
an industry-government partnership, to engage
at least five suppliers in lean and clean manufac-
turing assessments. Southwire, one of PG&E's
largest cable suppliers, agreed to undergo a
technical review of their Carrollton, Georgia,
facility in 2008, which provides PG&E with 600
volt conductors. Southern States, ABB and
McFarland Cascade have signed on for technical
assessments of select facilities, as well.

Examples of additional waste reduction efforts
in 2007 include the following:

We recycled or reused our “e-waste,” including
approximately 3,770 CPUs, 4,115 monitors,
1,250 printers, 200 servers, 535 copiers, fax
machines and scanners.

We recycled or reused 32,854,000 pounds

of scrap iron, aluminum and copper from
conductors, meters and miscellaneous
infrastructure from our waste stream. We also
recycled more than 114,000 pounds of plastic
piping as well as used hard hats.

We sent more than 10 million e-Bills to customers,
avoiding the use of nearly 270 tons of paper.
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As part of a construction project at our Humboldt Bay
Power Plant, PG&E recycled more than 1,000 tons of
concrete and nearly 20 tons of rebar, saving more than
$50,000 on the project.

= We used biodegradable oil in small distribution
transformers. The fluid is 97 percent biodegrad-
able within 21 days and does not contain any
petroleum, halogens, silicones or other materials
that might adversely affect the environment.

PG&E's Topock Compressor Station

PG&E's Topock Compressor Station is located in
San Bernardino County, about a half mile from the
Colorado River. Consistent with industry practice
at the time, hexavalent chromium was used at
Topock in the cooling towers in the 1950s and
1960s to prevent corrosion. Beginning in 1951
until 1964, untreated wastewater from the cooling
towers was discharged into a nearby dry wash.
Over time, the discharged hexavalent chromium
reached and contaminated the groundwater
aquifer. PG&E is characterizing the magnitude
and extent of contamination through an
extensive groundwater monitoring network.
Additionally, PG&E's monitoring program
continues to show no presence of hexavalent
chromium in the Colorado River.

PG&E has been monitoring the groundwater
plume for several years and has been working
cooperatively with state and federal regulators and
other interested parties to evaluate and remedy
this groundwater contamination. In early March
2004, state regulators required PG&E to begin
operating a groundwater extraction system as

an interim protective measure to ensure that the
chromium plume is hydraulically controlled so it
does not reach the Colorado River. In July 2004,
PG&E initiated treatment of the hazardous ground
water prior to offsite disposal and, subsequently,
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= We continued recycling material from the
demolition of PG&E's Hunters Point Power
Plant in San Francisco. Ultimately, we estimate
that 99 percent of the materials removed from
the plant—at least 25,000 tons of steel, 30,000
tons of concrete and 75,000 gallons of oil—will
be recycled or reused.

Taking Responsibility for
Our Historic Impacts

At PG&E, we continue to take responsibility for
cleaning up historic or “legacy” contamination
from operations during past eras, in some cases
100 years ago or more. Typically, contamination
stems from a substance that was acceptable
and widely used in the past but that is now
considered hazardous.

For example, from the late 1800s until the early
1900s, utility companies nationwide operated
manufactured gas plants that converted coal and
oil into gas for lighting, heating and cooking.

expanded the groundwater extraction and
treatment system. That expansion was completed
in July 2005 and includes a treatment plant, which
cleans the extracted groundwater so it can be
reinjected into the groundwater aquifer.

PG&E also continues to work with state and federal
regulators to complete the characterization of
groundwater and soils at the site.

There are several potential options for a long-term
remedy, including expanding the groundwater
extraction system and using in-situ treatment to
remove hexavalent chromium from groundwater
in place. PG&E is working with state and federal
regulators and key stakeholders, including Native
American tribes, to complete the evaluation of
contamination at Topock and develop alternatives
for the final remedy in an expedited manner.

We continue with efforts to complete several
actions required under the settlement agreement
with the Ft. Mojave Tribe, most notably finalizing the
language of the sitewide easement and thereafter
transferring title to the IM-3 site property to the
Tribe. We have also finalized a memorandum of
understanding with the Colorado River Indian Tribe
and are close to finalizing one with the Hualapai
Tribe. These agreements will help ensure that these
tribes have the ability to meaningfully participate in
the remedy development process.



Joined at a grand opening by local officials, community residents and a dedicated local
developer, PG&E celebrated turning a brownfield into a green building, Villa del Sol.

The gas-making process produced residues, such
as tar and other petroleum-related compounds
similar to those found in gasoline or diesel fuel.
While the plants were operating, some of the
residual by-products were used and sold as
products, such as briquettes and coal tar. When
the plants were shut down, however, consistent
with standard practices of the time, many of the
by-products were buried onsite. Modern science
has since identified some of these by-products
as hazardous, and utilities, including PG&E, are
working to clean up these sites.

In 2007, our Environmental Remediation group
worked on 80 projects, involving the community
and neighbors in the process.

For example, in Napa Valley, we worked with the
city of St. Helena to develop a plan for converting
a cleanup site into a much-needed public parking
lot. Historic use of the one-acre parcel as a
manufactured gas plant and electrical substation
had contaminated the soil. The St. Helena Gas
Company built the plant in 1886 and operated

it for many years. By 1930, PG&E acquired the

site and built a
substation which
operated until
1989. The site has
been vacant since.
In partnership
with regulators,
PG&E removed 9,750 tons of contaminated soil
from the property, replacing it with clean fill.

We hope to receive regulatory approval shortly

to lease the parcel to St. Helena so that the city
can begin construction in summer of 2008. The
much-anticipated parking lot will help reduce the
ongoing problem of congestion in downtown St.
Helena and support the local business community.

In another example of working closely with

a community, we helped transform a former
electrical substation site into a location for

new state-of-the-art green housing. Located in
Martinez, one of California’s first towns, the site
originally housed a substation built in the early
1900s. To prepare the site for new development,
PG&E removed 1,378 tons of existing soil and
replaced it with clean fill. We worked closely
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with local developers throughout the process to
meet stringent city and county requirements for
remediating the land to residential-use standards.
The site now features Villa del Sol, a complex

of eight new LEED™-certified affordable luxury
homes. Designed by a local architect, the homes
incorporate a variety of sustainable design and
construction practices, including ENERGY STAR®
appliances, windows and central air and heating.

This project is an example of PG&E’s broader
support for brownfield development, sustainable
communities and policies and initiatives that
advance urban infill as a key component

of smart growth. In 2007, this support also
included hosting a California Center for Land
Recycling workshop for agencies, developers
and consultants. In the workshop, U.S. EPA,
Cal/EPA and private financial firms educated
attendees on public and private funding sources
available for brownfield redevelopment.

Monitoring and Measuring
Our Performance

PG&E's policies, management systems, review
processes and programs are all designed to
ensure our compliance with all applicable
environmental requirements, as well as to provide
a foundation for elevating our performance above
and beyond the legal and regulatory baseline.

Recognizing the need for continuous improvement
and a stronger sense of shared responsibility
across the enterprise, we continued to enhance
our Environmental Management System in 2007.
We focused on creating targeted environmental
management plans aimed at enhancing perfor-
mance in specific areas such as waste minimization,
air and water quality, tank management, natural
resources and climate change. We commenced
work on 16 plans and have identified additional
areas for future plans.

The plans identify current regulatory trends,

initial and ongoing compliance and monitoring
activities, interdependencies, resource allocation
and training requirements. Additionally, each plan
includes project or program milestones, metrics
and accountability for performance. Using these
plans as a foundation, our work continues as we
strive to more effectively prioritize and manage our
processes to reduce our environmental impact.
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PG&E's 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 62 formal audits in 2007 to assess
the environmental compliance of our facilities,
operations and vendors with regulatory standards
for air and water quality; management of poly-
chlorinated biphenyls (PCBs), hazardous materials
and waste; and protection of endangered species.
All audit findings are reported to the applicable
operations officer and are required to be
corrected in a timely manner.

In addition to the formal audits discussed
above, PG&E environmental personnel
conducted 1,034 compliance assessments,
which provided valuable information to
operations employees identifying process
changes to improve compliance performance.

PG&E's environmental policy and Environmental
Management System require that we track and
report annual environmental performance across
a broad spectrum of areas. This section details
our performance results for 2007.

The Utility reported to various government
agencies a total of 227 releases to the environ-
ment and/or permit exceedances, a 30 percent
decrease from 2006. A release is an unintentional
discharge of a regulated substance that meets a
reporting threshold; an exceedance is a discharge
in excess of what is allowed by permit. The
number of releases is comparable to years prior
to 2006. (The number of releases in 2006 was
anomalous due to transformer failures during a
major heat storm in July and August of that year.)

Our crews and outside contractors respond to all
spills—including those with only trace amounts
of material. We clean up and report all such
incidents in accordance with all applicable laws
and regulations. The majority of the releases

in 2007 were minor, involving small amounts of
material such as mineral oil used in transformers,
and more than one-third were either weather-
related equipment damage or caused by third-
party accidents.
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that honors PG&E employees whose efforts demonstrate exceptional environmental leadership.

In addition to recognizing the finalists in a ceremony with PG&E's senior executives, the company
makes a charitable contribution to an environmental or environmental justice non-profit organization
selected by the award recipients.

P G&E's Richard A. Clarke Environmental Leadership Award is an annual recognition opportunity

Now in its sixth year, the competition showcases the breadth of our employees’ environmental commitment.
In 2007, nearly 120 employees were nominated for an individual or team award, representing initiatives as
diverse as protecting migratory birds, reducing diesel emissions from port operations using natural gas and
electric technologies and recognizing stewardship practices on PG&E-owned forests and watershed lands.

The 2007 awards went to an individual and a team of employees.

Recognizing Employees
for Environmental Leadership

Rex Bell, California Take-It-Back Partnership of partners, including local

; ) y governments, to effectively
Rex Bell, a Manager in Environmental Services at combine the message of

Pacific Gas and Electric Company, was recognized energy efficiency with the
for collaborating with the California Department of  heed to properly manage
Toxic Substances Control (DTSC) in leading PG&E fluorescent lamps at the end
to become the first utility to join DTSC's California of their useful life. On behalf
Take-It-Back Partnership. The program advocates of Rex, PG&E made a $5,000
and promotes efforts to recycle fluorescent lamps, contribution to the Marine
which contain small amounts of mercury and are Science Institute, a group
required to be disposed of properly. Through Rex’s  that offers hands-on science and environmental
leadership, PG&E is working with a growing number  education programs to students.

Pictured from left to right: John Pappas, Marc Kolb, Maggie Chan, Jeff Little, Rod Boschee, Susie Martinez,
Kimberly Kemp, Greg San Martin, Don Howerton, Evelyn Lee, Paul Brooks, Valerie Winn and Ken Brennan.
Not pictured: Jonathan Forrester, Hal La Flash, Larry Witalis, David Landes, Mike Teare and Xantha Bruso.

Dairy Biogas Team Standard-certified electricity. These dairy biogas
projects prevent methane, a potent greenhouse gas
with at least 21 times per ton the global warming
potential of carbon dioxide, from entering the

The Dairy Biogas Team was recognized for its
leadership in contributing to PG&E's renewable

energy goals by developing and implementing A
agreements to deliver dairy biogas—renewable atmosphere. On the team’s behalf, PG&E made a

natural gas generated from the anaerobic digestion $5,000 contribution tq Sustai.nable Cor‘15ervation, a
of dairy manure. These groundbreaking agreements ~ group that partners with business, agriculture and

are the first utility contracts for dairy biogas to be government leaders to find practical ways that the
injected into the gas transmission pipeline for the private sector can protect clean air, clean water and
production of California Renewable Portfolio healthy ecosystems.
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Government agencies conducted 530 routine
inspections of PG&E's facilities in 2007, up

from 517 inspections in 2006. 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 at our facilities.

The Utility received a total of 14 NOVs from gov-
ernment agencies during 2007, an increase from
eight in 2006. The rate of NOVs per 100 agency
inspections in 2007 increased, as well. There were
2.64 NOVs per 100 agency inspections in 2007,
compared with a three-year average of 1.98.

Of the 14 NOVs received during 2007, 7 involved
water quality regulations. Three NOVs were related
to underground storage tank management, includ-
ing failing a routine annual secondary containment
test, failure to conduct required inspections and
not obtaining a permit to operate. Two NOVs
were for drinking-water violations involving failure
to provide notification of an exceedance and

late submittal of a consumer confidence report
to system users. (Note: The facility where this
occurred does not have a source of public drinking
water; it treats infiltrated surface water for use by
employees.) The remaining two findings involved
the discharge of sediment to surface water during
construction activity that ruptured a drinking
water pipe and a release of cooling tower liquid
caused by an improperly closed sampling valve.

Five NOVs involved air quality regulations. Two
NOVs were issued for not reporting an exceedance
of run-time for an emergency generator and not
conducting air monitoring at a site remediation
project. NOVs were also received for not paying

permit fees, not obtaining an operating permit
for a dehydrator facility and not obtaining proper
construction authorization for an upgrade to a
fueling island.

Two NOVs involved the storage of hazardous
waste and materials. In one instance, a waste
drum did not have a bung in place. In the other,
hazardous material was stored in a fume hood.

PG&E resolved all of these issues by swiftly
correcting the finding and conducting root-cause
analyses to identify and implement corrective
actions to prevent recurrence. In light of the
increase in findings from the previous years,
PG&E has also instituted a failure mode and
effects analysis to realign the internal compliance
assessment program to more effectively identify
compliance issues. We are using Lean Six Sigma
tools, the accepted standard in business for
establishing process excellence, to improve
compliance performance and focus in on areas
of greatest risk. These efforts will also align PG&E's
internal review program and associated corrective
actions with the priorities of regulatory agencies.

In 2007, the Utility received four NOVs resulting in
monetary penalties, and we paid penalties on two
other NOVs received in 2006. The total penalty
payments made in 2007 were $222,450 and all
involved air quality regulations. Specifically, we
paid $220,000 in 2007 to settle a 2006 records
violation under the state’s smoke check program
for heavy-duty diesel vehicles. We also paid $100
in 2007 for a 2006 violation for failure to maintain
a gasoline vapor recovery system. The 2007
penalties were $900 for late payment of operating
permit fees, two separate fines of $600 each

for not obtaining air permits prior to equipment
operation and a $250 penalty for exceeding the
allowable run-time on an emergency generator.

Compliance Data

2005 2006 2007
Notices of Violation (NOVs) 9 8 14
Rate of NOVs (per 100 inspections) 1.75 1.55 2.64
Releases/Exceedances 274 324 227*
Penalties Paid $9,230 $6,800 $222,450
Agency Inspections 513 517 530
Formal Audits Performed 62 59 62
Compliance Assessments Performed 1,872 1,868 1,034

* Figures include both PG&E- and non-PG&E-caused releases/exceedances. In 2007, for example, 37% were either weather-related or caused by third-party accidents,

compared with a three-year average of 49%.
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Environmental Stakeholders

PG&E believes in collaboration, and we continue to work with a host of organizations, including environ-
mental stakeholders and businesses. Engaging in trusted relationships is the right way to make progress

on the key environmental issues that confront us all.

A partial list of these organizations includes:

Audubon California

California Climate Action Registry
California Environmental Dialogue
California League of Conservation Voters
California State Parks Foundation
Ceres

Ducks Unlimited

Environmental Defense Fund
Global Green USA

Golden Gate Audubon

National Arbor Day Foundation
Natural Resources Defense Council

Pacific Forest and Watershed Lands
Stewardship Council

San Francisco Bay Joint Venture

San Francisco Neighborhood Parks Council
Save the Bay

Sierra Foothill Conservancy

Solano Land Trust

Sustainable Conservation

Sustainable San Mateo County

2007 Environmental Awards

Sustainable Silicon Valley
The Climate Registry
The Nature Conservancy
Ventana Wildlife Society
Vote Solar

Wildcare

AHC Group
Alliance to Save Energy

California Council for Environmental and
Economic Balance

California Electric Transportation Coalition
California Fire Safe Council

California Natural Gas Vehicle Coalition
Clean Energy Group

Combat Climate Change

Electric Drive Transportation Association
National Hydropower Association

Natural Gas Vehicle Coalition

Pew Center on Global Climate Change:
Business Environmental Leadership Council

U.S. Climate Action Partnership

2007 Brilliant Utility Award

American Council for an Energy-Efficient
Economy: 12 Exemplary Energy Efficiency
Programs; 9 Honorable Mentions

Association of Energy Service Professionals:
Merit Award for Achievement in Energy Program
Design and Implementation

Building Owners and Managers Association—
San Francisco: 2007 Earth Awards
- Runner-Up for “Large Buildings” Category

California Integrated Waste Management Board
— Waste Reduction Award Program of the Year

Climate Protection Campaign
- Climate All Star 2007

Corporate Responsibility Officer Magazine
— One of Ten Best Corporate Citizens
Among Utilities

National Arbor Day Foundation
- Tree Line USA Award

Natural Resources Defense Council
— Citation for Environmental Performance
and Leadership

Solar Electric Power Association
— Solar Portfolio Leadership Award

U.S. Environmental Protection Agency
— Partner of the Year: ENERGY STAR® Excellence
in Program Delivery

U.S. Environmental Protection Agency Region 9
- Environmental Award
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Additional Environmental Performance Indicators (2005-2007)'

Emissions Statistics (for Utility-retained generation only)’

(Please see pages 54 and 62 for additional statistics on the greenhouse gas emissions associated with PG&E's delivered electricity.)

2005 2006 2007

Total NOx Emissions (tons) 1,084 982 1,123
Hunters Point? 133 39 N/A
Humboldt Bay 951 943 1,123
NOx Emissions Rates (lbs/MWh)

Hunters Point 0.39 0.38 N/A

Humboldt Bay 4.10 4.08 4.65
Fossil Plants 1.90 2.94 4.65
All Plants 0.06 0.06 0.08
Total SO: Emissions (tons) 6.77 663 433
Hunters Point 3.33 1 N/A
Humboldt Bay 3.44 65 43
SO:. Emissions Rates (lbs/MWh)

Hunters Point 0.0098 0.01 N/A

Humboldt Bay 0.0149 0.28 0.18
Fossil Plants 0.0119 0.2000 0.1781
All Plants 0.00041 0.00388 0.0031
Total CO: Emissions (tons)* 736,581 465,163 353,140
Hunters Point 398,549 122,838 N/A
Humboldt Bay 338,032 342,325 353,140
CO: Emissions Rates (lbs/MWh)*

Hunters Point 1,296 1,348 N/A

Humboldt Bay 1,536 1,550 1,462
Fossil Plants 1,396 1,491 1,462
All Plants 49 28 26
Other Emissions Statistics
SF¢ Emissions 2005 2006 2007
Total SF¢ Emissions (pounds) 7,396 5,539 3,928
Total SFe Emissions (tons COz-equivalent) 88,382 66,191 46,940
SFs Emissions Leak Rate 2.6% 1.9% 1.3%
Methane Emissions
Total Methane Emissions (tons) 98,772 98,877 N/AS
Total Methane Emissions (tons CO2z-equivalent) 2,074,217 2,076,427 N/As

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

1 PG&E's Utility-retained generation comprised approximately 32 percent of our delivered electricity in 2007. For comparison to national average emission rates,

see pages 54 and 56.

2 PG&E's Hunters Point Power Plant ceased operations on May 15, 2006.

3 These increases were due to temporary fuel oil combustion at PG&E's Humboldt Bay power plant during periods of natural gas curtailment.
4 Updated figures for 2005 and 2006 based on PG&E's independently verified emissions.

5 Data not available at the time of this report’s publication.
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Hazardous and Non-Hazardous Waste®

2005 2006 2007

PCB Waste >50 ppm PCB

Total (kilograms) 738,680 832,377 730,357
Incineration 326,423 267,710 198,375
Landfill 75,157 334,857 63,863
Recycled 337,100 229,810 468,119
% Recycled 46% 27% 64%

PCB Waste <50 ppm PCB

Total (kilograms) 7,840,415 7,154,148 6,137,388
Incineration 510,218 354,555 66,613
Landfill 201,658 547,095 28,417
Recycled 7,128,539 6,252,498 6,042,358
% Recycled 91% 87% 98%

Low-Level Radioactive Waste

Diablo Canyon
Disposed (cubic feet) 3,881 1,159 1,066
Steel Recycled (pounds) 2,747 10,318 33,346
Lead Recycled (pounds) 7,015 1,716 4,826

Humboldt Bay Power Plant (cubic feet) N/A? N/A? 15,9943

RCRA Hazardous Waste (Generated)

Total (tons) 14,160 7,836 305
Recycled (tons) 221 23 0
% Recycled 2% <1% 0%

Universal Waste (Generated)

Total (pounds) 345,239 233,429 253,928
Recycled (pounds) 345,239 233,429 253,928
% Recycled 100% 100% 100%

1 See page 75 for PG&E's total federal and California-regulated hazardous waste.
2 |ow-level radioactive waste was generated, but stored on site.

3 Corrected figure from previously printed Corporate Responsibility Report.

83



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

© 2008 Robert Houser for photos on pages 12, 13, 22, 23, 34, 35, 48, and 49 (roberthouser.com)

© 2008 Lewis Stewart for photos on cover: top left, top center; pages 9, 11, 15 top & bottom, 17, 26, 28, 42, 46, 56, 58, 79
Wind energy photo on cover courtesy of IBERDROLA RENEWABLES
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