


From the Chairman and CEO

Our business today operates in a world of
relentless and real-time change. From shifts

in global climate to evolving economic and
demographic trends in our communities, we live
and work in an environment that challenges

us to think anew about our customers,
communities and responsibilities as a company.

We embrace these changes and recognize our long-
term success depends on us staying ahead of these
transformative waves. We do this, in part, by always
reminding ourselves that true leadership has to be
sustainable leadership—doing the big things, small
things, and the right things to help ensure PG&E
remains relevant, vibrant and connected to all our
stakeholders for the next quarter century, not just
the next quarter.

This Summary Corporate Responsibility Report
highlights some of the ways we are striving to
fulfill our global responsibilities and meet our
ethical obligations. This accountability starts with
our 15 million customers, nearly 20,000 employees,
investors, regulators, partners and communities
within California. It ultimately extends to everyone
who shares PG&E's interest in ensuring a clean,
secure energy future.

Please visit www.pgecorp.com to view PG&E’s
complete Fourth Annual Corporate Responsibility
Report and provide feedback. Speaking up in the
name of continuous improvement is your
responsibility; delivering on the promises we’ve made
is ours. Together, | am confident we can make the
world better for all our stakeholders.

Sincerely,

=

Peter A. Darbee
Chairman of the Board, CEO and President,
PG&E Corporation



Company Overview

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

P G&E Corporation is an energy-based holding

population of approximately 15 million people
throughout northern and central California. PG&E
had approximately $34.8 billion in assets as of
December 31, 2006, and generated revenues of
approximately $12.5 billion in 2006.

Headquarters Location
San Francisco, CA

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

Service Area Population
15 million people (or about 1 of every 20 Americans)

Electric Distribution Customer Accounts
5.1 million

Natural Gas Distribution Customer Accounts
4.2 million

Employees
Approximately 19,700

Approximately 12,700 are covered by collective
bargaining agreements with three labor unions:

m International Brotherhood of Electrical Workers
(IBEW), Local 1245

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

m Service Employees International Union/International
Union of Security Officers (SEIU/IUSO)

System

158,689 circuit miles of electric transmission and
distribution lines and 46,259 miles of natural

gas transmission and distribution pipelines;
approximately 6,000 megawatts of generation,
including the Diablo Canyon nuclear power plant
and one of the largest hydroelectric systems in
the country

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

Fetzer Winery, Intel, Lockheed Martin, New United
Motors Manufacturing, FedEx, Safeway, Inc. and
Sun Microsystems

PG&E’s 2006 Electric Power Mix Delivered to
Retail Customers

Total electricity purchased by retail customers—
76,692 GWh

I8 Natural Gas - 40%

I Nuclear - 24%

I Total California Renewable - 12%
Large Hydroelectric - 22%

I Coal-1%

Other - 1%

PG&E's 2006 California-Eligible Renewable Resources

California-Eligible Hydroelectric - 35%
Biomass - 32%

Geothermal - 20%

Wind - 11%

Biogas - 2%

Solar - less than 1%

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.
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e seek success on behalf of our 15 million
customers every day, as we provide
them with natural gas and electricity to

fuel their businesses and live their lives. Together,
we ask how we can slow global climate change,
build energy sustainability into our communities,
harness the next generation of renewable energy,
and leverage energy efficiency to transform the
economy. We are managing for today and planning
for tomorrow; and in 2006, we made great progress:

= Advanced business transformation by implementing
more than 40 initiatives that achieved approximately
$175 million in savings, including opening all seven

new Resource Management Centers, which centralized
and streamlined work done in 70 different locations.

m Provided attractive shareholder returns on the
order of 31 percent, beating returns of the S&P
500 index. A utility whose finances are healthy
is in a solid position to do the right things for its
customers, communities and society as a whole.

= Invested approximately $2.4 billion in utility
infrastructure to support demand growth and
improve service. This will allow us to transform

our system to one which will be able to support,
leverage and provide the advanced energy solutions
necessary to create a sustainable energy future.

= Implemented an energy procurement plan that
lays the groundwork to reduce the overall carbon

In 2006, PG&E began delivering clean, renewable wind
energy from a PPM Energy site in Solano County, Calif.
Photo courtesy of PPM Energy

intensity of California’s economy and ensure a
diversity of reliable and affordable energy choices.
In 2006, we met approximately half our electric
demand growth through energy efficiency and
delivered to our customers electricity with a carbon
dioxide emissions rate more than 60 percent below
the national average.

= Received a Corporate Governance Quotient score
in early April 2007 from Institutional Shareholder
Services that outperformed 100 percent of utility
companies in the S&P 500 index.

= Amended the Charter of the PG&E Corporation
Board of Directors’ Public Policy Committee to include
specific oversight of climate change-related issues.

In partnership with Sun Microsystems, PG&E
developed an incentive program for energy-
efficient servers. PG&E also announced the

first-of-its-kind utility financial incentive pro-
gram for virtualization projects in data centers,
which enable customers to consolidate IT
workloads, using dramatically less energy.
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owered by our nearly 20,000 employees, we

must attract, nurture and retain the very best

talent if we are going to help our customers
and communities flourish. To become the com-
pany we want to be, our employee team must be
composed of individuals who have the confidence
and capabilities to work anywhere, do anything
and yet choose to be at PG&E. In 2006, we took the
following steps to create a culture and environment
that allows employees to realize their full potential
and produce results beyond expectations.

= Developed a new and innovative “Zero-In on
Safety” program, which provides new tools, training
and initiatives designed to achieve zero injuries.

= Welcomed seven MBA hires into PG&E’s MBA
Leadership Program, which recruits graduates
from MBA programs at top business schools that
are academically distinguished and known for
their diverse student bodies.

= Worked in coordination with the California
Utility Diversity Council to provide $1.2 million for
internships for students in the Math Engineering
and Sciences Achievement Program, which is
developing tomorrow’s engineering and technol-
ogy leaders from California’s educationally
disadvantaged student populations.

= Implemented the Performance Management
Program to provide employees with a clear

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

Category PG&E National Utility Average'
Women 26% 25%
Minorities 36% 20%

1 All U.S. utility companies.

Our Vision and Values

OURVISION The
leading
utility in the
United States

OUR GOALS Delighted Customers
Energized Employees
Rewarded Shareholders

OUR STRATEGIES Operational Excellence
Transformation

OUR VALUES + 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

understanding of goals and expected behaviors
and the opportunity to continually learn and
meet new challenges.

= Increased to 800 the number of employees
participating in one of our state-certified
apprenticeship programs, which were jointly
developed with IBEW and ESC/IFTPE to address
future staffing needs and ensure that we
continue to provide our customers with reliable
and responsive service.

Recognition for Diversity

Top 30 Companies for Minorities

—Black Enterprise magazine

Corporate 100 Best Places to Work for Latinos
—Hispanic magazine

Best Places to Work for GLBT Equality
—Human Rights Campaign Foundation




e are working hard to help make our
communities thriving examples of the new
clean and green ecosystem. This means

building connected communities with diversified
economies that provide good jobs, good schools
and are prepared for the unexpected. It means
more sustainable communities with more energy
efficiency, more resource efficiency and more
innovative solutions that boost quality of life. We
believe that through our actions, we can have an
immeasurable impact on California, the rest of
the country and the world. In 2006, we took the
following steps to make a difference:

= Facilitated the installation of solar arrays in
30 schools, trained more than 600 teachers in
a solar sciences curriculum and made grants
of more than $225,000 as part of our Solar
Schools Program. We received the prestigious
California Governor’s Environmental and
Economic Leadership Award for this program.

= Expanded our partnership with Habitat for
Humanity in support of our Solar Habitat program.
This program provides
local chapters with
PG&E's charitable grants
to cover the costs for
solar-powered systems
on the houses they build,
as well as volunteers and
technical support. The
Solar Habitat program
reduces energy bills

for the homeowners

and provides an
environmental benefit
for everyone.

Joined by family, a PG&E
employee volunteers at
Ano Nuevo State Reserve
on Earth Day.

2006 Corporate Contributions
Total shareholder-funded contributions made
in 2006—$14.7 million

Education - 23%
Environment & Energy - 28%
Emergency Preparedness - 7%

Economic Development - 13%

Civic and Community - 29%

= Distributed approximately $400,000 in grants
to 62 community-based and governmental
organizations through our Local Economic
Development grants program. These grants
were used for a variety of economic and
community development efforts, including
business creation, retention and attraction,
focused on underserved communities.

= Achieved our highest level of diversity
spending—$491.9 million—in the 26-year
history of PG&E’s Supplier Diversity Program
and met the target established by the
California Public Utilities Commission.

= Partnered with the city of San Francisco to develop
alternative energy sources, reduce greenhouse

gas emissions and foster sustainability, including
committing at least $5 million for new solar
installations, such as at PG&E’s own service center.

= Closed our Hunters Point Power Plant after

years of collaborative work with the local
community and began dismantling the facility.

In addition, we joined San Francisco’s CityBuild
program to help train city residents in construction-
related jobs and provide employment opportunities
with the dismantlement.
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ombating climate change, conserving habitat

and cleaning up our air and waterways are

issues that demand prudent but forceful action.
They are also issues that demand innovative thinking,
doing things differently and working constructively
and collaboratively with others. We are determined
to keep growing our business while developing
the environmental solutions that will sustain our
communities and society, as demonstrated by these
2006 highlights:

= Launched a $1 billion commitment to pursue
customer energy efficiency programs—the largest
energy-efficiency effort of its kind by a U.S. utility
company—and exceeded our aggressive energy
savings targets for 2006.

= Secured more than a dozen contracts with
the potential to provide more than 500 MWs of
California-eligible renewable resources.

= Announced plans for highly efficient, natural gas-
fired, combined-cycle technology and “dry cooling”
at our Gateway Generating Station.

Customer Energy Efficiency'
Gigawatt-Hour Savings: Historic and Target?
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1 We expect to meet approximately half our demand growth through Customer
Energy Efficiency.

2 Our Customer Energy Efficiency programs and other efforts have helped keep
California’s per capita electric consumption essentially flat for 30 years, while
per capita electric consumption nationally increased 50 percent.

Benchmarking Greenhouse Gas Emissions for
Delivered Electricity

U.S. Average* 1363

California’s Average* 879

Ibs/MWh CO2

489
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* Source: U.S. Environmental Protection Agency eGRID Version 2.1 (updated April
2007 and based on 2004 data).
** 2005 emissions rate for our delivered electricity was independently certified
and registered with the California Climate Action Registry.

= Worked to combat climate change by advancing
ClimateSmart, which will provide our customers with
the opportunity to make their energy use climate
neutral; supporting AB 32, the Global Warming
Solutions Act, California’s landmark bill; and working
with other leading businesses and environmental
organizations to form the U.S. Climate Action
Partnership, which is advocating for a national,
mandatory, market-based climate program.

m Protected record numbers of threatened salmon and
steelhead through the July 2006 heat storms as part
of a larger salmon restoration effort at Butte Creek.

= Demonstrated leadership by taking significant
steps to promote plug-in hybrid vehicle technology,
including being a
founding member
of Plug-In Partners,
demonstrating

a plug-in Prius,

and laying the
groundwork to road-
test other plug-in
vehicles in our fleet.






