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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
RESULTS OF OPERATIONS  

The following section of the 2009 Annual Report includes  

�  A description of our business  

�  An executive summary  

�  A discussion and analysis of our operating results for 2007 through 2009  

�  Information about our capital resources and liquidity  

�  Major factors expected to influence our future operating results  

�  A discussion of market risk affecting our businesses  

�  A table of accounting policies that we consider critical to our financial condition and results of operations  

You should read Management's Discussion and Analysis of Financial Condition and Results of Operations in conjunction with the 
Consolidated Financial Statements included in this Annual Report.  

OUR BUSINESS  

Sempra Energy is a Fortune 500 energy services holding company whose business units provide electric, natural gas and other energy 
products and services to their customers. Our operations are divided principally between the Sempra Utilities and Sempra Global. The 
Sempra Utilities consist of two California regulated public utility companies, 1) San Diego Gas & Electric Company (SDG&E) and 2) 
Southern California Gas Company (SoCalGas). Sempra Global consists of other businesses engaged in providing energy products and 
services. (See Figure 1.)  

  

Figure 1: Sempra Energy's Business Units  
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This report includes information for the following separate registrants:  

�  Sempra Energy and its consolidated entities  

�  SDG&E  

�  Pacific Enterprises (PE), the holding company for SoCalGas  

�  SoCalGas  

References in this report to "we," "our" and "Sempra Energy Consolidated" are to Sempra Energy and its consolidated entities, 
collectively, unless otherwise indicated by its context.  

PE's operations consist solely of those of SoCalGas and additional items (e.g., cash, intercompany accounts and equity) attributable to 
serving as a holding company for SoCalGas.  

Below are the summary descriptions of our operating business units.  

SEMPRA ENERGY BUSINESS UNITS  

 

 
The Sempra Utilities consist of SDG&E and SoCalGas.  

SDG&E  
SDG&E provides electricity to 3.5 million consumers and natural gas to 3.2 million consumers. It delivers the electricity through 1.4 
million meters in San Diego County and an adjacent portion of southern Orange County, California. SDG&E's electric energy is 
purchased from others or generated from its Palomar and Miramar I and II electric generation facilities and its 20-percent ownership 
interest in the San Onofre Nuclear Generating Station (SONGS). SDG&E also delivers natural gas through 845,000 meters in San 
Diego County and transports electricity and natural gas for others. SDG&E's service territory encompasses 4,100 square miles.  

Sempra Energy indirectly owns all of the common stock of SDG&E. SDG&E also has issued publicly held preferred stock. The 
preferred stock has liquidation preferences totaling $79 million and represents less than 3% of the ordinary voting power of SDG&E 
shares.  

SDG&E's financial statements include two variable interest entities (VIEs), Otay Mesa Energy Center LLC (Otay Mesa VIE) and 
Orange Grove Energy L.P. (Orange Grove VIE), as we discuss in Note 1 of the Notes to Consolidated Financial Statements. SDG&E 
has long-term power purchase agreements with both entities.  

SoCalGas  
SoCalGas is the nation's largest natural gas distribution utility.  It owns and operates a natural gas distribution, transmission, and 
storage system that supplies natural gas to approximately 20,000 square miles of service territory.  Its service territory extends from 
San Luis Obispo, California in the north to the Mexican border in the south, excluding San Diego County, the city of Long Beach and 
the desert area of San Bernardino County. SoCalGas provides natural gas service to residential, commercial, industrial, utility electric 
generation and wholesale customers through 5.8 million meters, covering a population of 20.7 million.  

 

SEMPRA UTILITIES        
   MARKET  SERVICE TERRITORY  

SAN DIEGO GAS & ELECTRIC COMPANY 
(SDG&E)  
A regulated public utility; infrastructure 
supports electric generation, transmission 
and distribution, and natural gas distribution  

�  Provides electricity to 3.5 million 
consumers (1.4 million meters)  

�  Provides natural gas to 3.2 million 
consumers (845,000 meters)  

Serves the county of San Diego, CA and an 
adjacent portion of southern Orange County 
covering 4,100 square miles  

SOUTHERN CALIFORNIA GAS 
COMPANY (SOCALGAS)  
A regulated public utility; infrastructure 
supports natural gas distribution, 
transmission and storage  

�  Residential, commercial, industrial, utility 
electric generation and wholesale 
customers  

�  Covers a population of 20.7 million (5.8 
million meters)  

Southern California and portions of central 
California (excluding San Diego County, the 
city of Long Beach and the desert area of 
San Bernardino County) covering 20,000 
square miles  
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Sempra Energy owns all of the common stock of PE and PE owns all of the common stock of SoCalGas. PE and SoCalGas also have 
publicly held preferred stock, which represents less than 1% of the ordinary voting power of their shares. The PE and SoCalGas 
preferred stock have liquidation preferences totaling $80 million and $22 million, respectively.  

 

 
Sempra Global is a holding company for most of our subsidiaries that are not subject to California utility regulation. Sempra Global's 
principal business units, which provide energy-related products and services, are  

�  

SEMPRA GLOBAL        
   MARKET  GEOGRAPHIC REGION  

SEMPRA COMMODITIES  
Holds an interest in RBS Sempra 
Commodities LLP, a commodities-marketing 
business joint venture with The Royal Bank 
of Scotland (RBS)  

�  Natural gas; natural gas liquids  

�  Power  

�  Petroleum and petroleum products  

�  Coal  

�  Emissions  

�  Ethanol  

�  Base metals  

�  Global  

SEMPRA GENERATION  
Develops, owns and operates, or holds 
interests in, electric power plants and energy 
projects  

�  Wholesale electricity  �  U.S.A.  

�  Mexico  

SEMPRA PIPELINES & STORAGE  
Develops, owns and operates, or holds 
interests in, natural gas pipelines and 
storage facilities, and natural gas and 
electric service providers  

�  Natural gas  

�  Electricity  

�  U.S.A.  

�  Mexico  

�  Argentina  

�  Chile  

�  Peru  

SEMPRA LNG  
Develops, owns and operates receipt 
terminals for the importation of liquefied 
natural gas (LNG) and sale of natural gas  

�  Liquefied natural gas  

�  Natural gas  

�  U.S.A.  

�  Mexico  

Sempra Commodities  

�  Sempra Generation  

�  Sempra Pipelines & Storage  

�  Sempra LNG  

A description of each business unit follows.  

Sempra Commodities  
Sempra Commodities holds our investment in RBS Sempra Commodities LLP (RBS Sempra Commodities), a joint venture with RBS. 
The partnership was formed on April 1, 2008 from our commodities-marketing businesses previously reported in this business unit. 
The partnership's commodities-trading businesses serve customers in the global markets for natural gas, natural gas liquids, power, 
petroleum and petroleum products, coal, emissions, ethanol and base metals. The board of RBS Sempra Commodities is comprised of 
seven directors, four of whom are representatives of RBS and three of whom are representatives of Sempra Energy. The consent of 
Sempra Energy is required before the partnership may take certain significant actions, including materially changing the scope of the 
partnership's businesses and entering into agreements of significant size or duration.  

In November 2009, RBS announced its intention to divest its interest in RBS Sempra Commodities following a directive from the 
European Commission to dispose of certain assets. On February 16, 2010, Sempra Energy, RBS and the partnership entered into an 
agreement with J.P. Morgan Ventures Energy Corporation (J.P. Morgan Ventures), whereby J.P. Morgan Ventures will purchase the 
following businesses from the joint venture:  
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�  the global oil, metals, coal, emissions (other than emissions related to the joint venture’s North American power 
business), plastics, agricultural commodities and concentrates commodities trading and marketing business  

�  the European power and gas business  

�  the investor products business  

RBS Sempra Commodities will retain its North American power and natural gas trading businesses and its retail energy solutions 
business.  These businesses have historically generated 40 to 60 percent of total earnings of the businesses in the partnership, and have 
averaged more than 50 percent.  

Subject to obtaining various regulatory approvals and other conditions, the transaction is expected to close in the second quarter of 
2010.  J.P. Morgan Ventures will pay an aggregate purchase price equal to the estimated book value at closing of the businesses 
purchased, generally computed on the basis of international financial reporting standards (IFRS) (as adopted by the European Union), 
plus an amount equal to $468 million. Sempra Energy will be entitled to 53-1/3 percent of the aggregate purchase price, and RBS will 
be entitled to 46-2/3 percent of the aggregate purchase price.  We estimate the proceeds that we receive from this transaction will 
approximate $835 million, excluding undistributed partnership earnings through November 2009.  

In connection with the transaction, we and RBS entered into a letter agreement to negotiate, prior to closing of the transaction, 
definitive documentation to amend certain provisions of the Limited Liability Partnership Agreement dated April 1, 2008 between 
Sempra Energy and RBS. As RBS continues to be obligated to divest its remaining interest in the partnership, the letter agreement also 
provides for negotiating the framework for the entertaining of bids for the remaining part of the partnership’s business.  

We provide further discussion about RBS Sempra Commodities and the pending transaction with J.P. Morgan Ventures in Notes 3, 4, 
6 and 20 of the Notes to Consolidated Financial Statements. Sempra Commodities also includes the operating results of Sempra 
Rockies Marketing, which holds firm service capacity on the Rockies Express Pipeline.  

Sempra Generation  
Sempra Generation develops, owns and operates, or holds interests in, electric power plants serving wholesale electricity markets in 
North America. It sells electricity under long-term contracts and into the spot market and other competitive markets. Sempra 
Generation purchases natural gas to fuel its natural gas-fired power plants and may also purchase electricity in the open market to 
satisfy its contractual obligations. Sempra Generation also develops, owns and invests in renewable energy generation projects.  

The following table provides information about each of Sempra Generation's power plants. Approximately 75% and 60% of this 
generating capacity is under long-term contracts with the California Department of Water Resources (DWR) and other parties through 
2010 and 2011, respectively.  

 

 
Sempra Generation’s three 100%-owned facilities, Mesquite Power, Termoeléctrica de Mexicali and El Dorado, sell the majority of 
their output under long-term purchased-power contracts. The largest contract is with the DWR and provides for 1,200 MW to be 
supplied during all hours and an additional 400 MW during on-peak hours. This contract ends September 30, 2011. Sempra 
Generation also has other purchased-power contracts, primarily with RBS Sempra Commodities, to sell varying amounts of power 
through 2012. In addition to these contracts, Sempra Generation has a purchased-power contract expiring in December 2010 that 
permits the call for delivery of up to 300 MW of power, both during on-peak and off-peak hours, at a predetermined price. The 
remaining output of our 100%-owned facilities (excluding the El Dorado solar facility) is available to be sold into energy markets on a 
day-to-day basis.  

The El Dorado facility (excluding the solar facility) will be sold at book value to SDG&E on October 1, 2011, which coincides with 
the end of the DWR contract.  

 

SEMPRA GENERATION POWER PLANTS  
Capacity in Megawatts (MW)  

Power Plant  
Maximum Generating 

Capacity    
        First  
In Service     Location  

Mesquite Power  1,250    2003    Arlington, AZ  
Termoeléctrica de Mexicali  625    2003    Mexicali, Baja California, Mexico  
El Dorado  490 (1)  2000    Boulder City, NV  
Elk Hills (50% owned)  275 (2)  2003    Bakersfield, CA  

Fowler Ridge II Wind Farm (50% owned)  100 (2)  2009    Benton County, IN  

   Total MW in operation  2,740             

(1)  Includes 10 MW of solar generating capacity  
(2)  Sempra Generation's share  
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Sempra Generation has a 20-year power purchase agreement with Pacific Gas and Electric (PG&E) for all of the output of its 10-MW 
El Dorado Energy Solar plant (El Dorado Solar).  

Sempra Generation also has a 50% equity interest in Elk Hills, a merchant plant located in Bakersfield, California. Elk Hills offers its 
output into the California market on a daily basis.  

In 2009, Sempra Generation invested $235 million and became an equal partner with BP Wind Energy, a wholly owned subsidiary of 
BP p.l.c., in the development of the 200-MW Fowler Ridge II Wind Farm (Fowler Ridge II) northwest of Indianapolis, Indiana. The 
project uses 133 General Electric wind turbines, each with the ability to generate 1.5 MW. Fowler Ridge II went into full commercial 
operation in December 2009. The project's entire power output has been sold under four long-term contracts, each for 50 MW and 20-
year terms. Our investment in Fowler Ridge II is accounted for as an equity method investment.  

Sempra Pipelines & Storage  
Sempra Pipelines & Storage develops, owns and operates, or holds interests in, natural gas pipelines and storage facilities in the 
United States and Mexico, and in companies that provide natural gas or electric services in Argentina, Chile, Mexico and Peru. 
Sempra Pipelines & Storage is currently pursuing the sale of its interests in the Argentine utilities, which we discuss further in Note 4 
of the Notes to Consolidated Financial Statements.  

Sempra Pipelines & Storage's natural gas distribution utility that operates in three separate areas in Mexico had a customer count of 
91,300 and sales volume of 52 million cubic feet per day in 2009. Sempra Pipelines & Storage's pipeline system in Mexico had a 
contracted capacity for up to 2,600 million cubic feet per day in 2009.  

Sempra Pipelines & Storage also owns and operates, or holds interests in, natural gas underground storage and related pipeline 
facilities in Alabama and Mississippi (Sempra Midstream) and owns Mobile Gas Service Corporation (Mobile Gas), a small regulated 
natural gas distribution utility in Southwest Alabama. These businesses were formerly the operations of EnergySouth, which we 
acquired in October 2008.  

Sempra Pipelines & Storage, Kinder Morgan Energy Partners, L.P. (KMP) and ConocoPhillips jointly own, through Rockies Express 
Pipeline LLC (Rockies Express), a natural gas pipeline, the Rockies Express Pipeline (REX), that links producing areas in the Rocky 
Mountain region to the upper Midwest and the eastern United States. Our participation in the pipeline is 25 percent. Sempra Rockies 
Marketing, part of our Sempra Commodities segment, has an agreement with Rockies Express for 200 million cubic feet per day of 
capacity on the REX, which has a total capacity of 1.8 billion cubic feet (Bcf) per day.  Sempra Rockies Marketing has released a 
portion of its capacity to RBS Sempra Commodities, and RBS Sempra Commodities has assisted Sempra Rockies Marketing with 
marketing the remaining capacity. REX-West, the segment of the pipeline which extends 713 miles from the Cheyenne Hub to 
Audrain County in Missouri, began interim service in January and full service in May 2008. REX-East, which extends 638 miles from 
Audrain County to Clarington in Ohio, was completed in November 2009.  

Sempra LNG  
Sempra LNG develops, owns and operates receipt terminals for importing LNG, and has supply and marketing agreements to purchase 
LNG and sell natural gas. Sempra LNG utilizes its LNG receipt terminals by entering into long-term firm capacity service agreements 
when able to do so. Under these agreements, customers pay Sempra LNG capacity reservation fees to use its facilities to receive, store 
and regasify the customer's LNG. Sempra LNG also may enter into short-term and/or long-term supply agreements to purchase LNG 
to be received, stored and regasified at its terminals for sale to other parties.  

Sempra LNG’s Energía Costa Azul LNG receipt terminal in Baja California, Mexico began commercial operations in May 2008 and is 
capable of processing 1 Bcf of natural gas per day. The Energía Costa Azul facility currently generates revenue under a capacity 
services agreement with Shell México Gas Natural (Shell), expiring in 2028, that permits Shell to use one-half of the terminal's 
capacity. In April 2009, Shell assigned a portion of its terminal capacity at Energía Costa Azul to Gazprom Marketing & Trading 
Mexico, transferring all further rights and obligations with respect to the assigned capacity.  

Sempra LNG has an LNG purchase agreement with Tangguh PSC Contractors (Tangguh PSC) for the supply of the equivalent of 500 
million cubic feet of natural gas per day from Tangguh PSC's Indonesian liquefaction facility to the Energía Costa Azul receipt 
terminal at a price based on the Southern California border index price for natural gas. Sempra LNG has a 15-year contract to sell an 
average of approximately 150 million cubic feet per day of natural gas to Mexico’s national electric company, Comisión Federal de 
Electricidad (CFE) at prices that are based on the Southern California border index price. If natural gas volumes received from 
Tangguh PSC are not sufficient to satisfy the commitment to CFE, Sempra LNG may purchase natural gas from RBS Sempra 
Commodities.  Sempra LNG also has an agreement with RBS Sempra Commodities for RBS Sempra Commodities to market any 
volumes purchased from Tangguh PSC that are not sold to the CFE.  
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A nitrogen-injection facility at Energía Costa Azul placed in service by Sempra LNG in December 2009 allows the terminal to process 
LNG cargoes from a wider variety of sources and provides additional revenue from payments for capacity reservation fees and fees for 
nitrogen injection services.    

Sempra LNG’s Cameron LNG receipt terminal in Hackberry, Louisiana, began commercial operations in July 2009 and is capable of 
processing 1.5 Bcf of natural gas per day.  Cameron LNG generates revenue under a capacity services agreement for approximately 
600 million cubic feet of natural gas per day through 2029. Sempra LNG also has a short-term LNG purchase agreement with Ras 
Laffan Liquefied Natural Gas Company Limited (RasGas) for the supply of up to 32 cargoes during 2010, at RasGas' option. The 
purchase price of cargoes from RasGas is based on market index prices located in the U.S. Gulf of Mexico. Sempra LNG has an 
agreement to sell natural gas to RBS Sempra Commodities at the Cameron Interstate Pipeline.  

Sempra LNG also owns property in Port Arthur, Texas, that it is evaluating for potential development.  

REGULATION OF SEMPRA UTILITIES AND OTHER BUSINESS U NITS  

The Sempra Utilities are regulated by federal, state and local governmental agencies. The primary regulatory agency is the California 
Public Utilities Commission (CPUC). The CPUC regulates the Sempra Utilities' rates and operations in California, except for 
SDG&E's electric transmission operations. The Federal Energy Regulatory Commission (FERC) regulates SDG&E's electric 
transmission operations. The FERC also regulates interstate transportation of natural gas and various related matters.  

The Nuclear Regulatory Commission regulates SONGS, in which SDG&E owns a 20-percent interest. Municipalities and other local 
authorities regulate the location of utility assets, including natural gas pipelines and electric lines. Sempra Energy's other business 
units are also regulated by the FERC, various state commissions, local governmental entities, and other similar authorities in countries 
other than the United States.    

EXECUTIVE SUMMARY  

BUSINESS STRATEGY  

Our ongoing focus is to enhance shareholder value and meet customer needs by developing and operating a stable portfolio of energy 
businesses with long-term, predictable cash flows.  

The key components of our strategy include the following:  

�  development of natural gas and renewable-energy infrastructure;  

�  investment in our utilities; and  

�  marketing energy commodities in North America.  

We have based our strategy on a market view that recognizes that:  

�  current and emerging state and federal policies support cleaner forms of energy  

�  policy trends point toward three business priorities:  

1.  cleaner fuels  

�  natural gas  

�  renewables  

2.  enabling infrastructure  

�  natural gas pipelines, storage and LNG receipt terminals  

�  electric transmission and advanced meters  

3.  managing volatility  

�  focus on risk management  

�  natural gas storage at a premium  

As we execute our strategy, we remain focused on the escalating concerns about climate change and the future regulation of 
greenhouse gases. Our focus on clean fuels and energy efficiency is a sustainable model that results in a smaller carbon footprint.  
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KEY ISSUES IN 2009  

Below are the key issues that affected our business in 2009; some of these issues may continue to affect our future results. Each issue 
includes the page number you may reference for additional details.  

�  RBS, following a directive from the European Commission, announced its intention to divest its 51-percent share 
of RBS Sempra Commodities (5).  

�  Sempra LNG's Cameron LNG receipt terminal began commercial operations in July 2009 (7).  

�  Sempra LNG’s Energía Costa Azul nitrogen-injection facility was placed in service in December 2009 (7).  

�  The Rockies Express-East pipeline was completed in November 2009 (7).  

�  Sempra Pipelines & Storage completed its Cameron Interstate Pipeline project in June 2009 (32).  

�  Sempra Generation invested $235 million and became an equal partner in Fowler Ridge II in 2009 (6).  

�  The Otay Mesa Energy Center commenced commercial operations in October 2009 (103).  

�  SDG&E installed approximately 355,000 advanced meters through December 31, 2009 and is on schedule to 
complete the full installation of approximately 1.4 million electric and 850,000 natural gas meters by the end of 
2011 (179).  

�  We increased quarterly dividends on our common shares to $0.39 per share ($1.56 per share annually) (37).  

�  We recorded an asset write-off related to the Liberty Gas Storage (Liberty) project that reduced earnings by $64 
million (103).  

�  SDG&E entered into agreements to settle a significant portion of claims related to the 2007 California wildfire 
litigation; however, a substantial number of unresolved claims remain (181).  

RESULTS OF OPERATIONS  

We discuss the following in Results of Operations:  

�  Overall results of our operations and factors affecting those results  

�  Our business unit results  

�  Significant changes in revenues, costs and earnings between periods  
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OVERALL RESULTS OF OPERATIONS OF SEMPRA ENERGY AND FACTORS AFFECTING THE RESULTS  

The graphs below show our overall operations from 2005 to 2009.  

 

  

 
 
 

   

 
 
(1) Earnings for 2006 included $315 million in after-tax income from discontinued operations, primarily due to asset sales.  

 
Our 2009 income from continuing operations attributable to common shares increased from 2008 due to:  

�  

OVERALL OPERATIONS OF SEMPRA ENERGY FROM 2005 TO 20 09  
(Dollars and shares in millions, except per share amounts)  

improved results at Sempra LNG; and  

�  higher earnings at the Sempra Utilities; offset by  

�  lower earnings at Sempra Generation; and  

�  higher losses at Parent and Other.  

Improved operating results at Sempra Pipelines & Storage were negatively impacted by an after-tax write-off of $64 million related to 
the Liberty project in 2009.  

Diluted earnings per share in 2009 increased by $0.09 per share, primarily from the reduction in shares outstanding from our $1 billion 
share repurchase in 2008 ($0.07 per share) and as a result of our increased earnings ($0.02 per share).  

Our 2008 income from continuing operations attributable to common shares decreased due to:  

�  lower earnings at Sempra Commodities due to our reduced ownership interest in the business; and  

�  higher net losses at Parent and Other; offset by  

�  improved results at the Sempra Utilities, Sempra Generation and Sempra Pipelines & Storage.  
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Our earnings in 2007 included losses from discontinued operations of $26 million.  

Diluted earnings per share in 2008 increased by $0.27 per share, primarily as a result of the reduction in shares outstanding from our 
$1 billion share repurchase and from increased earnings. The impact from the share repurchase was a positive $0.20 per share.  

The following table shows our earnings (losses) by business unit, which we discuss below in "Business Unit Results."  

 

BUSINESS UNIT RESULTS  

The following section is a discussion of earnings (losses) by Sempra Energy business unit, as it appears in the table above.  

 

 
  

 
 
 
 
SDG&E  
Our SDG&E business unit recorded earnings of:  

�  

SEMPRA ENERGY EARNINGS (LOSSES) BY BUSINESS UNIT 20 07-2009  
(Dollars in millions)  

      Years ended December 31,  

      2009   2008   2007   

Sempra Utilities:                                      
    SDG&E(1)  $   344  31  %  $   339  31  %  $   283  25  %  
    SoCalGas(1)      273  24         244  22         230  21     
Sempra Global:                                   
    Sempra Commodities(2)      345  31         345  31         499  45     
    Sempra Generation      162  15         222  20         162  15     
    Sempra Pipelines & Storage      101  9         106  9         64  6     
    Sempra LNG      16   1         (46) (4)        (46) (4)    

Parent and other(3)      (122) (11)        (97) (9)        (67) (6)    

Income from continuing operations                                   
    attributable to common shares      1,119   100         1,113   100         1,125   102     

Discontinued operations, net of income tax     -   -         -   -         (26) (2)    

Earnings  $   1,119   100  %  $   1,113   100  %  $   1,099   100  %  

(1)  After preferred dividends.  
(2)  Includes our portion of RBS Sempra Commodities' joint venture earnings since the formation of the joint venture on April 1, 2008, and 100% of 

the commodities-marketing businesses prior to April 1, 2008. Also includes the operating results of Sempra Rockies Marketing, as well as 
interest, income taxes, cost allocations and other items associated with the joint venture.  

(3)  Includes after-tax interest expense ($141 million in 2009, $85 million in 2008 and $82 million in 2007), intercompany eliminations recorded in 
consolidation and certain corporate costs incurred at Sempra Global.  

EARNINGS BY BUSINESS UNIT – SEMPRA UTILITIES  
(Dollars in millions)  

$344 million in 2009 ($349 million before preferred dividends)  

�  $339 million in 2008 ($344 million before preferred dividends)  
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�  $283 million in 2007 ($288 million before preferred dividends)  

In 2009, the increase of $5 million (1%) was due to:  

�  $26 million net favorable impact from the resolution of litigation in 2009 compared to an increase in litigation 
reserves in 2008;  

�  $21 million higher CPUC authorized margin in excess of higher operation and maintenance expenses; and  

�  $8 million higher electric transmission margin; offset by  

�  $21 million due to regulatory awards in 2008;  

�  $9 million higher liability insurance premiums for wildfire coverage;  

�  $7 million from the resolution of regulatory matters in 2008 that favorably impacted earnings;  

�  $6 million lower favorable impact from the resolution of prior years' income tax issues; and  

�  $6 million higher net interest expense.  

In 2008, the increase of $56 million (20%) was due to:  

�  $62 million increased CPUC authorized margin in excess of higher operation and maintenance expenses;  

�  $14 million favorable effect from lower income tax rates on current operating activity in 2008 from an increase in 
tax deductions, as we discuss in "Income Taxes" below;  

�  $8 million higher regulatory awards in 2008; and  

�  $6 million higher electric transmission earnings in 2008 due to a higher rate base; offset by  

�  $19 million lower favorable resolution of regulatory matters in 2008 ($7 million in 2008 compared to $26 million 
in 2007); and  

�  $18 million due to higher litigation expenses in 2008 ($25 million in 2008 compared to $7 million in 2007).  

SoCalGas  
Our SoCalGas business unit recorded earnings of:  

�  $273 million in 2009 ($274 million before preferred dividends)  

�  $244 million in 2008 ($245 million before preferred dividends)  

�  $230 million in 2007 ($231 million before preferred dividends)  

In 2009, the increase of $29 million (12%) was due to:  

�  $25 million higher CPUC authorized margin in excess of higher operation and maintenance expenses;  

�  $12 million from a lower effective tax rate (excluding the impact of the resolution of prior years' income tax 
issues);  

�  $7 million primarily due to litigation reserves recorded in 2008; and  

�  $3 million higher noncore natural gas storage earnings; offset by  

�  $7 million from the resolution of a regulatory matter in 2008 that favorably impacted earnings;  

�  $7 million higher net interest expense; and  

�  $4 million lower favorable impact from the resolution of prior years' income tax issues ($1 million unfavorable in 
2009 compared to $3 million favorable in 2008).  

In 2008, the increase of $14 million (6%) was due to:  

�  $18 million due to a lower effective tax rate, as we discuss in "Income Taxes" below;  

�  $7 million favorable resolution of a regulatory matter in 2008;  

�  $7 million from increased CPUC authorized margin in excess of higher operation and maintenance expenses; and  

�  $3 million higher regulatory awards ($9 million in 2008 compared to $6 million in 2007); offset by  

�  $8 million increase in litigation expenses;  

�  $7 million lower noncore natural gas storage revenue in 2008 due to a new earnings sharing mechanism in effect 
for 2008 associated with the 2008 Biennial Cost Allocation Proceeding decision ($9 million in 2008 compared to 
$16 million in 2007), as we discuss in Note 16 of the Notes to Consolidated Financial Statements; and  

�  $5 million higher bad debt expense in 2008.  
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Sempra Commodities  
Our Sempra Commodities business unit recorded earnings of:  

�  

EARNINGS (LOSSES) BY BUSINESS UNIT – SEMPRA GLOBAL  
(Dollars in millions)  

$345 million in 2009  

�  $345 million in 2008  

�  $499 million in 2007  

Results for 2009 and the second through the fourth quarters of 2008 primarily represent our equity earnings from RBS Sempra 
Commodities, the joint venture formed on April 1, 2008, as well as other items discussed below. Results for 2007 and the first quarter 
of 2008 represent 100% of the commodities-marketing businesses' earnings until the formation of the joint venture.  

The results in 2009 included a $9 million improvement in Sempra Rockies Marketing and reflect our reduced ownership interest in the 
commodities-marketing businesses starting in April 2008. Results in 2008 included:  

�  a $67 million gain on the transaction to form the joint venture with RBS; offset by  

�  $34 million of expenses, primarily charges for litigation and an unfavorable impact of prior years' income tax 
issues; and  

�  a $17 million write-down related to a counterparty credit issue.  

The decrease in 2008 compared to 2007 of $154 million (31%) was due to our decreased ownership interest in the business, offset by 
the gain on the transaction with RBS.  

Sempra Generation  
Sempra Generation recorded earnings of:  

�  $162 million in 2009  

�  $222 million in 2008  

�  $162 million in 2007  

The decrease in 2009 of $60 million (27%) was due to:  

�  a $31 million reduction in earnings from the effects of lower gas prices in 2009;  

�  $4 million income tax expense in 2009 related to Mexican currency translation and inflation adjustments 
compared to a $14 million income tax benefit in 2008; and  

�  $9 million solar investment tax credits in 2008.  
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The increase in 2008 of $60 million (37%) was due to:  

�  $37 million higher earnings from operations, primarily due to scheduled plant maintenance in 2007;  

�  $16 million lower income tax expense related to Mexican currency translation and inflation adjustments; and  

�  $9 million solar investment tax credits in 2008.  

Sempra Pipelines & Storage  
Our Sempra Pipelines & Storage business unit recorded earnings of:  

�  $101 million in 2009  

�  $106 million in 2008  

�  $64 million in 2007  

The decrease in 2009 of $5 million (5%) was due to:  

�  $64 million lower earnings from a write-off of assets at the Liberty project; offset by  

�  $22 million lower taxes, primarily due to a favorable impact from the resolution of prior years' income tax issues 
($13 million favorable in 2009 compared to $9 million unfavorable in 2008);  

�  $17 million higher earnings from a full year of LNG-related pipeline operations in Mexico, which commenced in 
the second quarter of 2008;  

�  $12 million higher earnings from its domestic natural gas distribution, pipelines and storage assets; and  

�  $8 million higher earnings from its investments in South America, primarily due to improved operating results.  

The increase of $42 million (66%) in 2008 was due to:  

�  $30 million from Rockies Express-West, which began operations in the first quarter of 2008; and  

�  $18 million of higher earnings from the commencement of LNG-related pipeline operations in Mexico in the 
second quarter of 2008.  

Sempra LNG  
Sempra LNG recorded earnings (losses) of:  

�  $16 million in 2009  

�  $(46) million in 2008  

�  $(46) million in 2007  

The improvement in earnings in 2009 of $62 million (135%) was due to:  

�  $72 million higher earnings from the start-up of marketing and terminal operations, of which $37 million relates 
to revenues related to contractual customer obligations for non-delivery of cargoes and tax benefits from the 
reallocation of certain intercompany expenses, neither of which are expected to recur over the long term; offset by  

�  a $10 million after-tax cash payment received in 2008 for the early termination of a capacity agreement for the 
Cameron LNG receipt terminal.  

Although losses remained the same as 2007, 2008 included the following items compared to 2007:  

�  $15 million lower mark-to-market losses related to a natural gas marketing agreement with RBS Sempra 
Commodities; and  

�  a $10 million after-tax cash payment received for the early termination of a capacity agreement for the Cameron 
LNG receipt terminal; offset by  

�  $22 million higher general and administrative and operating expenses, including $13 million of costs for LNG 
supplies for the Energía Costa Azul LNG receipt terminal.  
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Parent and Other  
Losses for Parent and Other were  

�  $(122) million in 2009  

�  $(97) million in 2008  

�  $(67) million in 2007  

The increase in losses in 2009 of $25 million (26%) was primarily due to:  

�  $64 million higher interest expense primarily from long-term debt issued in 2008 and 2009, partially offset by $18 
million reduced interest expense on commercial paper borrowings due to lower interest rates;  

�  $25 million in lower benefits from the resolution of prior years' income tax issues, primarily due to $19 million of 
benefits in 2008 compared to a $6 million expense in 2009;  

�  $7 million in lower consolidated and parent tax benefits compared with 2008; and  

�  $10 million favorable impact of an interest adjustment in 2008 related to litigation reserves; offset by  

�  $18 million investment gains in 2009 on dedicated assets in support of our executive retirement and deferred 
compensation plans due to improved market conditions, compared to investment losses of $23 million in 2008. 
These amounts are net of the increase in deferred compensation liability associated with the investments; and  

�  $19 million lower general and administrative expenses.  

The increase in losses in 2008 of $30 million (45%) was primarily due to:  

�  $23 million of investment losses in 2008 compared to $6 million of gains in 2007 on dedicated assets in support of 
our executive retirement and deferred compensation plans due to market declines in 2008. This amount is net of 
the reduction in deferred compensation liability associated with the investments;  

�  $14 million gain from interest rate swaps in 2007; and  

�  $8 million Mexican peso exchange losses, net of lower Mexican currency translation and inflation tax 
adjustments; offset by  

�  $13 million lower income tax expense primarily from the higher favorable resolution of prior years' income tax 
issues in 2008; and  

�  $10 million lower interest expense related to litigation reserves in 2008.  

 

CHANGES IN REVENUES, COSTS AND EARNINGS  

This section contains a discussion of the differences between periods in the specific line items of the Consolidated Statements of 
Operations for Sempra Energy, SDG&E, PE and SoCalGas.  

Sempra Utilities Revenues  
Sempra Utilities revenues are comprised of natural gas revenues at SDG&E and SoCalGas, and electric revenues at SDG&E. 
Intercompany revenues included in the separate revenues of each utility are eliminated in the Sempra Energy Consolidated Statements 
of Operations.  

The current regulatory framework permits the cost of natural gas purchased for core customers (primarily residential and small 
commercial and industrial customers) to be passed on to customers substantially as incurred. However, SoCalGas' Gas Cost Incentive 
Mechanism (GCIM) provides SoCalGas the opportunity to share in the savings and/or costs from buying natural gas for its core 
customers at prices below or above market-based monthly benchmarks. This mechanism permits full recovery of costs incurred when 
average purchase costs are within a price range around a monthly benchmark price. Any higher costs incurred or savings realized 
outside this range are shared between the core customers and SoCalGas. Through March 31, 2008, when SoCalGas assumed the 
purchasing for SDG&E's core customer natural gas requirements on a combined portfolio basis, SDG&E had a similar incentive 
mechanism that allowed cost sharing. We provide further discussion in Notes 1 and 16 of the Notes to Consolidated Financial 
Statements.  

Sempra Utilities: Natural Gas Revenues and Cost of Natural Gas  
The tables below show natural gas revenues for Sempra Energy, SDG&E and SoCalGas. The Sempra Energy Consolidated amounts 
reflect SDG&E and SoCalGas revenues, net of intercompany transactions. Because the cost of natural gas is recovered in rates, 
changes in the cost are reflected in the changes in revenues.  
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In 2009, our natural gas revenues decreased by $1.6 billion (30%) to $3.8 billion, and the cost of natural gas decreased by $1.7 billion 
(53%) to $1.5 billion. The decrease in revenues was primarily due to:  

�  

SEMPRA ENERGY CONSOLIDATED:  
NATURAL GAS SALES AND TRANSPORTATION 2007-2009  
(Volumes in billion cubic feet, dollars in millions)  

                        

   Natural Gas Sales  Transportation  Total  

Customer class  Volumes  Revenue  Volumes  Revenue  Volumes  Revenue  

2009:                             

    Residential   264  $   2,336   1  $   3   265  $   2,339  
    Commercial and industrial   116      774   271      227   387      1,001  
    Electric generation plants   -      -   265      67   265      67  

    Wholesale   -      -   17      4   17      4  

    380  $   3,110   554  $   301   934      3,411  
    Other revenues                           105  

    Balancing accounts(1)                           285  

        Total                       $   3,801  

2008:                             

    Residential   271  $   3,385   1  $   4   272  $   3,389  
    Commercial and industrial   120      1,318   282      198   402      1,516  
    Electric generation plants   -      -   300      106   300      106  

    Wholesale   -      -   18      6   18      6  

    391  $   4,703   601  $   314   992      5,017  
    Other revenues                           146  

    Balancing accounts(1)                           256  

        Total                       $   5,419  

2007:                             

    Residential   277  $   3,065   1  $   5   278  $   3,070  
    Commercial and industrial   127      1,159   282      215   409      1,374  
    Electric generation plants   -      1   264      112   264      113  

    Wholesale   -      -   19      8   19      8  

    404  $   4,225   566  $   340   970      4,565  
    Other revenues                           90  

    Balancing accounts(1)                           214  

        Total                       $   4,869  

(1) We discuss balancing accounts and their effects in Note 1 of the Notes to Consolidated Financial Statements.  

the decrease in cost of natural gas, which was caused primarily by lower natural gas prices; and  

�  $24 million lower franchise fees at SoCalGas; offset by  

�  $80 million higher recovery of CPUC-authorized costs, which revenues are fully offset in operation and 
maintenance expenses; and  

�  $53 million higher authorized base margin at SoCalGas, in accordance with the CPUC's 2008 General Rate Case 
(2008 GRC) decision.  

In 2008, our natural gas revenues increased by $550 million (11%) to $5.4 billion, and the cost of natural gas increased by $481 
million (17%) to $3.2 billion. The increase in revenues was primarily due to:  

�  the increase in cost of natural gas, which was caused primarily by higher natural gas prices;  

�  $27 million higher authorized base margin in accordance with the CPUC's 2008 GRC decision;  

�  $24 million due to revenue sharing in 2007 at SoCalGas. Effective with the adoption of the 2008 GRC, the 
Sempra Utilities are no longer subject to the performance-based regulation that required this revenue sharing; and  

�  $12 million favorable resolution of a regulatory matter in 2008; offset by  

�  $11 million lower noncore natural gas storage revenue in 2008.  

We discuss the changes in the cost of natural gas individually for SDG&E and SoCalGas below.  
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SDG&E: NATURAL GAS SALES AND TRANSPORTATION 2007-20 09  
(Volumes in billion cubic feet, dollars in millions)  

                        

   Natural Gas Sales  Transportation  Total  

Customer class  Volumes  Revenue  Volumes  Revenue  Volumes  Revenue  

2009:                             

    Residential   30  $   304   -  $   -   30  $   304  
    Commercial and industrial   15      100   7      10   22      110  

    Electric generation plants   -      -   65      19   65      19  

    45  $   404   72  $   29   117      433  
    Other revenues                           33  

    Balancing accounts                           24  

        Total(1)                       $   490  

2008:                             

    Residential   31  $   428   -  $   -   31  $   428  
    Commercial and industrial   16      174   7      9   23      183  

    Electric generation plants   -      -   68      26   68      26  

    47  $   602   75  $   35   122      637  
    Other revenues                           26  

    Balancing accounts                           26  

        Total(1)                       $   689  

2007:                             

    Residential   32  $   405   -  $   -   32  $   405  
    Commercial and industrial   16      160   5      7   21      167  

    Electric generation plants   -      1   60      40   60      41  

    48  $   566   65  $   47   113      613  
    Other revenues                           13  

    Balancing accounts                           32  

        Total(1)                       $   658  

(1) Includes sales to affiliates of $1 million in 2009, $2 million in 2008 and $3 million in 2007.  

In 2009, SDG&E's natural gas revenues decreased by $199 million (29%) to $490 million, and the cost of natural gas decreased by 
$209 million (50%) to $206 million. The decrease in natural gas revenues was primarily due to the decrease in cost of natural gas 
caused by lower natural gas prices, as we discuss below.  

In 2008, SDG&E's natural gas revenues increased by $31 million (5%) to $689 million, and the cost of natural gas increased by $23 
million (6%) to $415 million. The increases were primarily due to higher natural gas prices.  

The average cost of natural gas was $4.61 per thousand cubic feet (Mcf) for 2009, $8.88 for 2008 and $8.06 for 2007. In 2009, the 48-
percent decrease of $4.27 per Mcf resulted in lower revenues and cost of $190 million compared to 2008. In 2008, the 10-percent 
increase of $0.82 per Mcf resulted in higher revenues and cost of $38 million compared to 2007.  

 
SOCALGAS: NATURAL GAS SALES AND TRANSPORTATION 2007 -2009  
(Volumes in billion cubic feet, dollars in millions)  

                        

   Natural Gas Sales  Transportation  Total  

Customer class  Volumes  Revenue  Volumes  Revenue  Volumes  Revenue  

2009:                             

    Residential   234  $   2,032   1  $   3   235  $   2,035  
    Commercial and industrial   101      674   264      219   365      893  
    Electric generation plants   -      -   200      48   200      48  

    Wholesale   -      -   141      13   141      13  

    335  $   2,706   606  $   283   941      2,989  
    Other revenues                           105  

    Balancing accounts                           261  

        Total(1)                       $   3,355  

2008:                             

    Residential   240  $   2,957   1  $   4   241  $   2,961  
    Commercial and industrial   104      1,144   275      189   379      1,333  
    Electric generation plants   -      -   232      80   232      80  

    Wholesale   -      -   146      22   146      22  
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In 2009, SoCalGas' natural gas revenues decreased by $1.4 billion (30%) to $3.4 billion, and the cost of natural gas decreased by $1.5 
billion (53%) to $1.3 billion. The decrease in revenues was primarily due to:  

�  

    344  $   4,101   654  $   295   998      4,396  
    Other revenues                           142  

    Balancing accounts                           230  

        Total(1)                       $   4,768  

2007:                             

    Residential   245  $   2,660   1  $   5   246  $   2,665  
    Commercial and industrial   111      999   277      208   388      1,207  
    Electric generation plants   -      -   204      72   204      72  

    Wholesale   -      -   142      59   142      59  

    356  $   3,659   624  $   344   980      4,003  
    Other revenues                           97  

    Balancing accounts                           182  

        Total(1)                       $   4,282  

(1) Includes sales to affiliates of $43 million in 2009, $36 million in 2008 and $68 million in 2007.  

the decrease in cost of natural gas, which was caused primarily by lower natural gas prices, as we discuss below; 
and  

�  $24 million lower franchise fees; offset by  

�  $74 million higher recovery of CPUC-authorized costs, which revenues are fully offset in operation and 
maintenance expenses; and  

�  $53 million higher authorized base margin in accordance with the CPUC's 2008 GRC decision.  
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In 2008, SoCalGas' natural gas revenues increased by $486 million (11%) to $4.8 billion, and the cost of natural gas increased by $421 
million (17%) to $2.8 billion. The increase in revenues in 2008 was primarily due to:  

�  the increase in cost of natural gas, which was caused primarily by higher natural gas prices;  

�  $24 million higher authorized base margin in accordance with the CPUC's 2008 GRC decision;  

�  $24 million due to revenue sharing in 2007. Effective with the adoption of the 2008 GRC, SoCalGas is no longer 
subject to the performance-based regulation that required this revenue sharing;  

�  $12 million favorable resolution of a regulatory matter in 2008; and  

�  $6 million higher regulatory awards; offset by  

�  $11 million lower noncore natural gas storage revenue in 2008.  
The average cost of natural gas was $4.00 per Mcf for 2009, $8.26 for 2008 and $6.81 for 2007. In 2009, the 52-percent decrease of 
$4.26 per Mcf resulted in lower revenues and cost of $1.4 billion compared to 2008. In 2008, the 21-percent increase of $1.45 per Mcf 
resulted in higher revenues and cost of $499 million compared to 2007.  

Sempra Utilities: Electric Revenues and Cost of Electric Fuel and Purchased Power  
The table below shows electric revenues for Sempra Energy and SDG&E. Sempra Energy Consolidated amounts are net of 
intercompany transactions. Because the cost of electricity is substantially recovered in rates, changes in the cost are reflected in the 
changes in revenues.  

 

 
In 2009, electric revenues decreased by $134 million (5%) at Sempra Energy Consolidated and $136 million (5%) at SDG&E to $2.4 
billion, and the cost of electric fuel and purchased power decreased by $228 million (25%) to $672 million. The decreased revenues in 
2009 were primarily due to:  

�  

ELECTRIC DISTRIBUTION AND TRANSMISSION 2007-2009  
(Volumes in millions of kilowatt-hours, dollars in millions)  

   2009   2008   2007   

Customer class  Volumes  Revenue  Volumes  Revenue  Volumes  Revenue  

Sempra Energy Consolidated:                             

Residential   7,536  $   1,041   7,698  $   976   7,520  $   980  
Commercial   7,061      890   7,254      843   7,154      852  
Industrial   2,275      236   2,340      214   2,264      228  
Direct access   3,119      106   3,235      101   3,220      118  

Street and highway lighting   110      12   106      12   107      12  

    20,101      2,285   20,633      2,146   20,265      2,190  
Other revenues         132         145         161  

Balancing accounts         2         262         (167) 

    Total     $   2,419     $   2,553     $   2,184  

SDG&E:                             

Residential   7,536  $   1,041   7,698  $   976   7,520  $   980  
Commercial   7,061      890   7,254      843   7,154      852  
Industrial   2,285      238   2,351      215   2,275      229  
Direct access   3,119      106   3,235      101   3,220      118  

Street and highway lighting   110      12   106      12   107      12  

    20,111      2,287   20,644      2,147   20,276      2,191  
Other revenues         137         153         170  

Balancing accounts         2         262         (167) 

    Total(1)     $   2,426     $   2,562     $   2,194  

(1) Includes sales to affiliates of $7 million in 2009, $9 million in 2008 and $10 million in 2007.  

the decrease in cost of electric fuel and purchased power resulting from a net decrease in power procurement 
costs, primarily from lower prices and volumes; and  

�  $36 million lower regulatory awards; offset by  

�  $54 million higher authorized base margin on electric generation and distribution;  
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�  $35 million higher recovery of CPUC-authorized costs, which revenues are fully offset in operation and 
maintenance expenses; and  

�  $32 million higher authorized transmission margin.  
In 2008, electric revenues increased by $369 million (17%) at Sempra Energy Consolidated and $368 million (17%) at SDG&E to 
$2.6 billion, and the cost of electric fuel and purchased power increased by $201 million (29%) to $900 million. The increased 
revenues in 2008 were primarily due to:  

�  the increase in cost of electric fuel and purchased power resulting from an increase in power procurement costs, 
both from higher prices and volumes;  

�  $107 million higher authorized base margin on electric generation and distribution;  

�  $55 million higher recovery of CPUC-authorized costs, which revenues are fully offset in operation and 
maintenance expenses;  

�  $12 million higher regulatory awards; and  

�  $8 million higher authorized transmission margin; offset by  

�  $22 million from the favorable resolution of a regulatory matter in 2007.  
We do not include in the Consolidated Statements of Operations the commodity costs (and the revenues to recover those costs) 
associated with long-term contracts that are allocated to SDG&E by the California DWR. However, we do include the associated 
volumes and distribution revenues in the table above. We provide further discussion of these contracts in Note 1 of the Notes to 
Consolidated Financial Statements.  

Sempra Global and Parent: Revenues and Cost of Sales  
The table below shows Sempra Global and Parent's Revenues and Cost of Sales.  

 

 
In 2009, our Sempra Global and Parent revenues decreased by $900 million (32%) to $1.9 billion. The decrease included  

SEMPRA GLOBAL AND PARENT: REVENUES AND COST OF SALE S 2007-2009  
(Dollars in millions)  

      Years ended December 31,  

      2009   2008   2007   

REVENUES                                      
    Sempra Generation  $   1,106  58  %  $   1,784  64  %  $   1,476  34  %  
    Sempra Pipelines & Storage      465  25         457  16         314  7     
    Sempra LNG      278  15         74  3         (22) (1)    
    Sempra Commodities      73  4         500  18         2,674  61     

    Parent and other(1)      (36) (2)        (29) (1)        (57) (1)    

        Total revenues  $   1,886   100  %  $   2,786   100  %  $   4,385   100  %  

COST OF SALES(2)                                   
    Sempra Generation  $   668  68  %  $   1,304  78  %  $   1,058  81  %  
    Sempra Pipelines & Storage      243  25         348  21         255  20     
    Sempra LNG      108  11         47  3         -   -     

    Parent and other(1)      (43) (4)        (28) (2)        (11) (1)    

        Total cost of natural gas, electric fuel 
and purchased power  $   976   100  %  $   1,671   100  %  $   1,302   100  %  

                                        
    Sempra Commodities  $   61  76  %  $   178  98  %  $   988  100  %  
    Sempra LNG      16  20         5  3         -   -     
    Sempra Pipelines & Storage      2  3         -   -         -   -     
    Sempra Generation      1  1         1   -         1   -     

    Parent and other(1)      -   -         (2) (1)        (1)  -     

        Total other cost of sales  $   80   100  %  $   182   100  %  $   988   100  %  

(1)  Includes eliminations of intercompany activity.  
(2)  Excludes depreciation, which is shown separately on the Consolidated Statements of Operations.  
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�  $678 million lower revenues at Sempra Generation, primarily due to decreased power sales and unfavorable 
market pricing; and  

�  $427 million lower revenues from Sempra Commodities. The 2008 revenues of $500 million were primarily for 
periods prior to the formation of RBS Sempra Commodities; offset by  

�  $204 million higher revenues at Sempra LNG, primarily due to a full year of operations at its Energía Costa Azul 
LNG receipt terminal and the start up of operations at its Cameron LNG receipt terminal.  

In 2008, our Sempra Global and Parent revenues decreased by $1.6 billion (36%) to $2.8 billion. The decrease included  

�  $2.2 billion lower revenues from Sempra Commodities. Revenues in 2008 and 2007 included $500 million and 
$2.7 billion, respectively, for Sempra Commodities. These revenues were primarily for periods prior to the 
formation of RBS Sempra Commodities; offset by  

�  $308 million higher revenues at Sempra Generation, primarily due to increased power sales and favorable natural 
gas prices and merchant sales activity;  

�  $143 million higher revenues at Sempra Pipelines & Storage, primarily from Mexican pipeline operations and the 
consolidation of EnergySouth starting in October 2008; and  

�  $96 million higher revenues at Sempra LNG, including $74 million from the commencement of commercial 
operations at its Energía Costa Azul LNG receipt terminal in May 2008 and $22 million lower mark-to-market 
losses related to a natural gas marketing agreement with RBS Sempra Commodities.  

In 2009, our cost of natural gas, electric fuel and purchased power decreased by $695 million (42%) to $976 million. The decrease in 
2009 from 2008 was associated with lower revenues at Sempra Generation and Sempra Pipelines & Storage, offset by increased costs 
associated with the higher revenues at Sempra LNG.  

Our cost of natural gas, electric fuel and purchased power increased by $369 million (28%) to $1.7 billion in 2008. The increase over 
2007 was primarily associated with the higher revenues at Sempra Generation, Sempra Pipelines & Storage and Sempra LNG.  

In 2009, our other cost of sales decreased by $102 million (56%) to $80 million. Compared to 2007, our other cost of sales decreased 
$806 million (82%) to $182 million in 2008. The decreases in 2009 and 2008 were primarily due to our reduced interest in our 
commodities-marketing businesses. Other cost of sales included $178 million in 2008 and $988 million in 2007 for Sempra 
Commodities, primarily for periods prior to the formation of RBS Sempra Commodities.  

Operation and Maintenance  
In the table below, we provide a breakdown of our business units' operation and maintenance expenses.  

 

 
 
 

OPERATION AND MAINTENANCE 2007-2009  
(Dollars in millions)  

      Years ended December 31,  

      2009   2008   2007   

Sempra Utilities:                                      
    SDG&E  $   961  39  %  $   913  36  %  $   807  27  %  
    SoCalGas      1,138  46         1,078  43         1,021  34     
Sempra Global:                                   
    Sempra Commodities      13  1         248  10         918  30     
    Sempra Generation      108  4         97  4         103  3     
    Sempra Pipelines & Storage      83  3         62  2         42  1     
    Sempra LNG      94  4         77  3         44  2     

Parent and other(1)      77  3         61  2         97  3     

Total operation and maintenance  $   2,474   100  %  $   2,536   100  %  $   3,032   100  %  

(1)  Includes intercompany eliminations recorded in consolidation.  

Sempra Energy Consolidated  

The decrease in our operation and maintenance expenses in 2009 included  

�  $235 million from our reduced interest in our commodities-marketing businesses; and  

�  $58 million lower litigation expense at the Sempra Utilities; offset by  

�  $166 million higher recoverable expenses (offset in revenues) and other operational costs at the Sempra Utilities; 
and  

�  higher operation and maintenance costs at other Sempra Global business units, including $21 million at Sempra 
Pipelines & Storage primarily from the consolidation of Mobile Gas, which we acquired in October 2008; and $17 
million at Sempra LNG primarily due to a full year of operations at the Energía Costa Azul LNG receipt terminal, 
which commenced operations in May 2008, and the commencement of operations at the Cameron LNG receipt 
terminal in July 2009.  

In 2008, our operation and maintenance expenses decreased due to $670 million lower expenses from our reduced interest in our 
commodities-marketing businesses, offset by higher recoverable expenses (offset in revenues), litigation expense and other operational 
costs at the Sempra Utilities.  

SDG&E  

In 2009, SDG&E's operation and maintenance expenses increased by $48 million (5%) due to:  
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�  $54 million higher other operational and maintenance costs, including:  

�  $15 million higher liability insurance premiums for wildfire coverage and  

�  $7 million at the Otay Mesa Energy Center (OMEC), which began operating in October 2009; and  

�  $41 million higher recoverable expenses, including $23 million at SONGS and $13 million for the California 
Solar Initiative program; offset by  

�  $47 million lower litigation expense.  

In 2008, the increase in SDG&E operation and maintenance expenses of $106 million (13%) was due to:  

�  $61 million higher recoverable expenses, including:  

�  $35 million higher energy efficiency program expenses and  

�  $16 million higher electric transmission expenses;  

�  $32 million higher litigation expense; and  

�  $13 million higher other operational costs.  

SoCalGas  

In 2009, SoCalGas' operation and maintenance expenses increased by $60 million (6%) due to:  

�  $74 million higher recoverable expenses, primarily from contributions to employee benefit plans; offset by  

�  $11 million lower litigation expense; and  

�  $3 million lower other operational and maintenance costs.  

In 2008, the increase in SoCalGas operation and maintenance expenses of $57 million (6%) was due to:  

�  $41 million higher other operational costs, including:  

�  $13 million higher materials and supplies costs,  

�  $10 million higher labor and employee benefits costs and  

�  $8 million higher bad debt expense;  

�  $13 million higher litigation expense; and  

�  $3 million higher recoverable expenses.  
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Gains on Sale of Assets  
Sempra Energy Consolidated  

Our net pretax gains on the sale of assets were  

�  $3 million in 2009  

�  $114 million in 2008  

�  $6 million in 2007  

The gains in 2008 included $109 million related to the sale of the commodities-marketing businesses into RBS Sempra Commodities, 
which we discuss in Note 3 of the Notes to Consolidated Financial Statements.  

Write-off of Long-lived Assets  
In 2009, we recorded a $132 million write-off related to certain assets at one of Sempra Pipelines & Storage’s Liberty Gas Storage 
natural gas storage projects. Sempra Energy's after-tax share of this write-off was $64 million. We discuss the write-off of the assets in 
Note 1 of the Notes to Consolidated Financial Statements.  

Equity Earnings (Losses) Before Income Taxes  
Sempra Energy Consolidated  

The earnings from our investment in RBS Sempra Commodities, which was formed in April 2008, were $463 million in 2009 and 
$383 million in 2008. We provide additional information about this investment's earnings in Note 4 of the Notes to Consolidated 
Financial Statements.  

Equity earnings (losses) before income taxes from our other equity method investments were  

�  $36 million in 2009  

�  $37 million in 2008  

�  $(9) million in 2007  

The increase in 2008 was primarily due to the start of operations of Rockies Express-West in the first quarter of 2008. Further details 
about our equity method investments are provided in Note 4 of the Notes to Consolidated Financial Statements.  

Other Income (Expense), Net  
Sempra Energy Consolidated  

Other Income (Expense), Net, was  

�  $149 million in 2009  

�  $(109) million in 2008  

�  $73 million in 2007  

We include here the allowance for equity funds used during construction (AFUDC) at the Sempra Utilities, regulatory interest, gains 
and losses from our investments and interest rate swaps, and other sundry amounts.  

The increase in other income, net, in 2009 was primarily due to:  

�  $108 million increase from investment activity related to our executive retirement and deferred compensation 
plans in 2009 ($55 million of gains in 2009 compared to $53 million of losses in 2008);  

�  a $27 million gain from interest rate swaps at Otay Mesa VIE in 2009 compared to a $54 million loss in 2008; and 
   

�  $57 million in Mexican peso exchange losses in 2008 (largely offset by foreign tax benefits arising from 
fluctuations in the U.S. dollar/Mexican peso exchange rate and inflation); offset by  

�  $16 million cash payment received for the early termination of a capacity agreement for the Cameron LNG receipt 
terminal in 2008.  

The increase in other expense, net, in 2008 was primarily due to:  

�  $80 million decrease from investment activity related to our executive retirement and deferred compensation plans 
in 2008 ($53 million of losses in 2008 compared to $27 million of gains in 2007);  

�  $57 million in Mexican peso exchange losses in 2008 (largely offset by foreign tax benefits arising from 
fluctuations in the U.S. dollar/Mexican peso exchange rate and inflation); and  

�  $54 million loss from interest rate swaps at Otay Mesa VIE in 2008 compared to $7 million net gain in 2007 from 
interest rate swaps ($24 million gain from other interest rate swaps, offset by $17 million loss from Otay Mesa 
VIE interest rate swaps); offset by    

�  $16 million cash payment received for the early termination of a capacity agreement for the Cameron LNG receipt 
terminal in 2008.  

SDG&E  

Other Income (Expense), Net, was  

�  $64 million in 2009  

�  $(29) million in 2008  
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�  $(6) million in 2007  

The change in 2009 was primarily due to a $27 million gain from interest rate swaps at Otay Mesa VIE in 2009 compared to a $54 
million loss in 2008.  

The increase in other expense, net, in 2008 included $37 million higher losses from interest rate swaps at Otay Mesa VIE ($54 million 
in 2008 compared to $17 million in 2007), offset by a $10 million increase in allowance for equity funds used during construction.  

Further details of the components of Other Income (Expense), Net, appear in Note 1 of the Notes to Consolidated Financial 
Statements.  

Interest Income  
The table below shows the interest income for Sempra Energy Consolidated, SDG&E, PE and SoCalGas.  

 

 
In 2009, Sempra Energy Consolidated's interest income decreased due to:  

�  

INTEREST INCOME 2007-2009  
(Dollars in millions)  

   Years ended December 31,  

   2009   2008   2007   

Sempra Energy Consolidated  $   21  $   45  $   72  
SDG&E      1      6      8  
PE      4      22      51  
SoCalGas      3      11      27  

$5 million lower interest income from our reduced ownership interest in the commodities-marketing businesses;  

�  $4 million associated with the remarketing of industrial development bonds in 2009 at Parent and Other;  

�  $4 million from a decrease in a note receivable due from an unconsolidated subsidiary of Sempra Generation as a 
result of converting the note to equity; and  

�  lower interest rates, offset by higher average short-term investment balances.  

The decrease in PE's interest income in 2009 was primarily due to:  

�  lower interest income at SoCalGas, which we discuss below; and  

�  lower interest rates on notes receivable due from Sempra Energy to PE, partially offset by higher average balances 
on those notes.  

The decrease in SoCalGas' interest income in 2009 was primarily due to:  

�  decreased interest income from lower interest rates, partially offset by higher average short-term investment 
balances in 2009 compared to 2008; and  

�  lower interest rates and lower average balances on notes receivable from Sempra Energy.  

The decrease in SDG&E's interest income in 2009 was primarily due to lower interest rates, offset by higher average short-term 
investment balances.  

In 2008, the decreases in interest income at Sempra Energy Consolidated, PE and SoCalGas were primarily due to lower average 
short-term investment balances and lower interest rates.  
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Interest Expense  
The table below shows the interest expense for Sempra Energy Consolidated, SDG&E, PE and SoCalGas.  

 

 
Sempra Energy Consolidated  

Our interest expense increased by $114 million (45%) due to:  

�  

INTEREST EXPENSE 2007-2009  
(Dollars in millions)  

   Years ended December 31,  

   2009   2008   2007   

Sempra Energy Consolidated  $   367  $   253  $   272  
SDG&E      104      96      96  
PE      69      65      76  
SoCalGas      68      62      70  

$73 million higher net interest expense at Parent and Other primarily from long-term debt issued in 2008 and 2009 
and higher average commercial paper borrowings in 2009, partially offset by lower interest rates on the 
commercial paper;  

�  long-term debt issued in 2009 at SDG&E and in 2008 at SoCalGas, partially offset by lower interest rates;  

�  $18 million reduced interest expense related to litigation reserves in 2008; and  

�  $17 million net lower capitalized interest, including $26 million lower capitalized interest at Sempra LNG due to 
completion of construction projects, offset by $7 million higher capitalized interest at Sempra Pipelines & 
Storage.  

In 2008, the decrease was due to:  

�  $18 million reduced interest expense related to energy crisis litigation reserves;  

�  $13 million lower other short-term debt interest;  

�  $30 million effect of the repayment of long-term debt in 2007 at Parent and Other; and  

�  lower interest rates; offset by    

�  $35 million higher interest expense primarily from long-term debt issued by SDG&E in September 2007 and by 
Parent and Other in 2008; and  

�  $5 million net lower capitalized interest, including a reduction in interest expense at Sempra LNG due to the start 
of commercial operations at the Energía Costa Azul LNG receipt terminal in May 2008, offset by higher 
capitalized interest for Sempra Pipelines & Storage's projects.  
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SDG&E  

In 2009, SDG&E's interest expense increased $8 million primarily due to long-term debt issued in 2009, partially offset by lower 
interest rates. In 2008, $10 million higher interest from long-term debt issued in September 2007 was partially offset by $5 million 
lower short-term debt interest and $3 million higher capitalized interest.  

PE and SoCalGas  

In 2009, PE's and SoCalGas' interest expense increased $4 million and $6 million, respectively, primarily due to long-term debt issued 
by SoCalGas in the fourth quarter of 2008, partially offset by lower interest rates. In 2008, the decrease in PE's and SoCalGas' interest 
expense of $11 million and $8 million, respectively, was primarily the result of lower interest rates.  
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Income Taxes  
The table below shows the income tax expense and effective income tax rates for Sempra Energy, SDG&E, PE and SoCalGas.  

 

 
Sempra Energy Consolidated  

In 2009, Sempra Energy's income tax expense decreased by $16 million (4%) due to a lower effective income tax rate, offset partially 
by higher pretax income. The lower effective tax rate resulted from:  

�  

INCOME TAX EXPENSE AND EFFECTIVE INCOME TAX RATES 2 007-2009  
(Dollars in millions)  

   Years ended December 31,  

         2009      2008      2007   

         Income Tax     
Effective 
Income        Income Tax     

Effective 
Income        Income Tax     

Effective 
Income     

         Expense     Tax Rate        Expense     Tax Rate        Expense     Tax Rate     

Sempra Energy Consolidated(1)  $ 422     29  %  $  438     30  %  $  524     34  %  
SDG&E(1)     177     32        161     36        135     33     
PE(1)     145     35        141     36        165     40     
SoCalGas     144     34        140     36        160     41     

(1)  Effective income tax rates for 2008 and 2007 were adjusted for the retrospective adoption of ASC 810 (SFAS 160).  

higher pretax income in countries with lower statutory rates;  

�  the impact of Otay Mesa VIE; and  

�  higher deductions for self-developed software costs; offset by  

�  higher income tax expense related to Mexican currency translation and inflation adjustments; and  

�  the impact of noncontrolling interests.  

In 2009, Sempra Energy received an income tax benefit of $35 million from the write-off of assets at Liberty, which we discuss in 
Note 1 of the Notes to Consolidated Financial Statements. This tax benefit was due to a non-recurring event in 2009.  

In 2008, the decrease in income tax expense compared to 2007 was due to lower pretax income and a lower effective tax rate. The 
decrease in the effective tax rate was primarily due to:  

�  higher favorable impact from the resolution of prior years' income tax issues in 2008;  

�  lower income tax expense related to Mexican currency translation and inflation adjustments; and  

�  larger tax deductions, primarily at the Sempra Utilities related to self-developed software costs; offset by  

�  lower synthetic fuels credits generated in 2008 compared to 2007.  

As the result of the implementation of Statement of Financial Accounting Standards (SFAS) No. 160 (Accounting Standards 
Codification (ASC) 810), Noncontrolling Interests in Consolidated Financial Statements – an amendment of ARB No. 51 , as we 
discuss in Note 2 of the Notes to Consolidated Financial Statements we report as part of our pretax results the income or loss 
attributable to noncontrolling interests. However, we do not record income taxes for this income or loss, as our entities with 
noncontrolling interests are currently treated as partnerships for income tax purposes and thus we are only liable for income taxes on 
the portion of the earnings that are allocated to us.  

As our entities with noncontrolling interests grow, and as we may continue to invest in such entities, the impact on our effective 
income tax rate may become more significant.  

SDG&E  

In 2009, SDG&E's income tax expense increased by $16 million (10%) due to higher pretax income, offset partially by a lower 
effective income tax rate. The lower effective tax rate was primarily due to:  

�  the impact of Otay Mesa VIE; offset by  

�  lower favorable impact from the resolution of prior years' income tax issues.  

In 2008, the increase in income tax expense was due to higher pretax income and a higher effective income tax rate. The higher 
effective income tax rate was primarily due to:  

�  the impact of Otay Mesa VIE in 2008; and  

�  in 2007, the resolution of a regulatory matter resulted in pretax income of $27 million and income tax of $1 
million, which reduced the 2007 effective tax rate by 2%; offset by    

�  an increase in tax deductions (primarily related to the equity portion of AFUDC and self-developed software 
costs).  

SDG&E's results include the results of VIEs that are consolidated, and therefore, SDG&E's effective income tax rate is impacted by 
the effective income tax rate of the VIEs on a stand alone basis. This impact increased (decreased) SDG&E's effective income tax rate 
by (2)% in 2009, 4% in 2008 and 1% in 2007.  

PE and SoCalGas  

In 2009, PE's and SoCalGas' income tax expense increases were due to higher pretax income, offset primarily by larger deductions for 
self-developed software costs.  

In 2008, the decrease in income tax expense was primarily due to lower pretax income, larger tax deductions (primarily for self-
developed software costs) and the lower impact of state income taxes, net of federal income tax benefit.  
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Equity Earnings, Net of Income Tax  
Sempra Energy Consolidated  

Equity earnings of unconsolidated subsidiaries, net of income tax, were  

�  $68 million in 2009  

�  $63 million in 2008  

�  $99 million in 2007  
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Equity earnings, net of income tax, were lower in 2008 due to a transaction in 2007. In February 2007, Sempra Commodities sold its 
interests in an equity method investment and a related cost-basis investment for cash and a 12.7-percent interest in a newly formed 
entity. The gain on this transaction was $30 million.  We provide further discussion of our equity method investments in Note 4 of the 
Notes to Consolidated Financial Statements.  

Discontinued Operations  
Sempra Energy Consolidated  

Loss from discontinued operations was $26 million in 2007. We provide further discussion in Note 5 of the Notes to Consolidated 
Financial Statements.  

(Earnings) Losses Attributable to Noncontrolling Interests  
Sempra Energy Consolidated  

Losses attributable to noncontrolling interests decreased $48 million in 2009 due to:  

�  $27 million in gains on interest rate swaps in 2009 at Otay Mesa VIE compared to losses of $54 million in 2008; 
offset by  

�  $33 million write-off of assets related to the Liberty project in 2009.  

Losses attributable to noncontrolling interests in 2007 were from losses on interest rate swaps at Otay Mesa VIE.  

SDG&E  

Earnings attributable to noncontrolling interests were $24 million in 2009 compared to losses of $54 million in 2008, due primarily to 
$27 million in gains on interest rate swaps in 2009 at Otay Mesa VIE compared to losses of $54 million in 2008. Losses attributable to 
noncontrolling interests in 2007 were from losses on interest rate swaps at Otay Mesa VIE.  

Earnings  
We summarize variations in overall earnings in "Overall Results of Operations of Sempra Energy and Factors Affecting the Results" 
above. We discuss variations in earnings by business unit above in "Business Unit Results."  

TRANSACTIONS WITH AFFILIATES  

We provide information about our related party transactions in Note 1 of the Notes to Consolidated Financial Statements.  

BOOK VALUE PER SHARE  

Sempra Energy's book value per share on the last day of each year was  

�  $36.54 in 2009  

�  $32.75 in 2008  

�  $31.93 in 2007  

The increases in 2009 and 2008 were primarily the result of comprehensive income exceeding dividends. The increase in 2009 was 
offset by an increase in common stock primarily from issuances under our savings plans and from employee stock option exercises. 
The increase in 2008 compared to 2007 was also due to the reduction in common stock shares from a 2008 share repurchase program, 
partially offset by share repurchases, primarily under the share repurchase program, at prices greater than book value.  

 
 
 

CAPITAL RESOURCES AND LIQUIDITY  

We expect our cash flows from operations to fund a substantial portion of our capital expenditures and dividends.  In addition, we may 
meet our cash requirements through the issuance of short-term and long-term debt and the expected proceeds from the transaction to 
sell certain businesses within RBS Sempra Commodities, as we discuss below.    

Significant events affecting cash flows in 2009 were  

�  Long-term debt issuances of $1.8 billion (excluding VIEs)  

�  Long-term debt retirements of $535 million (including $100 million prepayment of notes payable due to an 
unconsolidated affiliate)  

�  $625 million invested in Rockies Express  

�  $235 million invested in Fowler Ridge II  

�  $119 million prepayment of remaining installments due under a litigation settlement  

We discuss these events in more detail later in this section.  

Our committed lines of credit provide liquidity and support commercial paper.  They expire in August 2011.  At Sempra Energy, they 
are syndicated broadly among 20 different banks and at the Sempra Utilities, among 17 different banks.  No single bank has greater 
than an 11-percent share in any agreement.  

The table below shows the amount of available funds at year-end 2009:  

 
AVAILABLE FUNDS AT DECEMBER 31, 2009  
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Sempra Energy Consolidated  
We believe that these available funds and cash flows from operations, distributions from equity method investments and security 
issuances, combined with current cash balances, will be adequate to:  

�  

(Dollars in millions)  

      Sempra Energy      

      Consolidated  SDG&E PE/SoCalGas 

Unrestricted cash and cash equivalents  $   110  $   13  $   49  
Available unused credit(1)      3,564      338      538  

(1)  Borrowings on the shared line of credit at SDG&E and SoCalGas, discussed in Note 6, are limited to $600 million for 
each utility and $800 million in total. SDG&E's available unused credit has been reduced by letters of credit 
outstanding of $25 million and outstanding variable-rate demand notes of $237 million supported by the line. 
 SoCalGas' availability reflects the impact of SDG&E's use of the combined credit available on the line.  

finance capital expenditures  

�  meet liquidity requirements  

�  fund shareholder dividends  

�  fund new business acquisitions or start-ups  

As we discuss above under “Our Business—Sempra Energy Business Units—Sempra Commodities,” RBS Sempra Commodities has 
entered into an agreement to sell certain of its businesses in a transaction scheduled to close in the second quarter of 2010.  We 
estimate the proceeds that we receive from this transaction will approximate $835 million, excluding undistributed partnership 
earnings through November 2009.  We may use the proceeds to fund growth opportunities, to reduce debt or, if we exit the business 
entirely, for a possible repurchase of our common shares.  

Both Sempra Energy and SDG&E issued long-term debt in 2009.  However, changing economic conditions could affect the 
availability and cost of both short-term and long-term financing.  If cash flows from operations were to be significantly reduced or we 
were to be unable to borrow under acceptable terms, we would reduce or postpone discretionary capital expenditures and investments 
in new businesses.  If these measures were necessary, they would primarily impact our Sempra Global businesses, as credit 
availability for the Sempra Utilities has not been significantly impacted by the credit crisis.  Discretionary expenditures at Sempra 
Global would include projects that we have not yet made firm commitments to build, primarily renewable generation facilities.  We 
continuously monitor our ability to finance the needs of our operating, investing and financing activities in a manner consistent with 
our intention to maintain strong, investment-quality ratings.  

We have significant investments in several trusts to provide for future payments of pensions and other postretirement benefits, and 
nuclear decommissioning.  The value of the trust funds’ investments declined in 2008 and the first quarter of 2009 due to a decrease in 
the equity market and volatility in the fixed income market.  These markets continue to be volatile.  The decrease in asset values has 
not affected the funds’ abilities to make their required payments, however we expect funding requirements for pension and other 
postretirement benefit plans to increase.  At the Sempra Utilities, funding requirements are generally recoverable in rates.        

In November 2009, we prepaid the remaining installments due under the Continental Forge litigation settlement.  Under the 
settlement, prepayments are discounted at 7 percent, yielding a prepayment amount of $119 million.  Funding of the payment was $36 
million by Sempra Energy, $28 million by SDG&E and $55 million by SoCalGas.  

We discuss our principal credit agreements more fully in Note 6 of the Notes to Consolidated Financial Statements.  

Sempra Utilities  
The Sempra Utilities expect that cash flows from operations and debt issuances will continue to be adequate to meet utility capital 
expenditure requirements.  Due to the extended review period associated with the Sunrise Powerlink project and the resultant delay in 
initiating construction activities, SDG&E declared and paid a $150 million common dividend to Sempra Energy in the first quarter of 
2009.  However, the level of future common dividends from SDG&E and SoCalGas may be reduced or eliminated during periods of 
increased capital expenditures.  The level of future common dividends from PE is dependent upon common dividends paid by 
SoCalGas.  Sempra Energy may from time to time make additional equity contributions to SDG&E and SoCalGas to support the 
Sempra Utilities’ capital expenditure programs.  

Sempra Commodities  
On April 1, 2008, we completed the formation of RBS Sempra Commodities, a partnership to own and operate Sempra Energy's 
commodities-marketing businesses, which generally comprised the Sempra Commodities business unit.  RBS is obligated to provide 
the joint venture with all growth capital, working-capital requirements and credit support.  However, we are providing transitional 
back-up guarantees and credit support, some of which may continue for a prolonged period of time. RBS has fully indemnified us for 
any claims or losses in connection with these arrangements.  

We account for our investment in the partnership under the equity method.  RBS Sempra Commodities intends to distribute all of its 
net income on an annual basis, although the distributions are within the discretion of the board of directors of the partnership.  In 
limited cases, the partnership may retain earnings allocable to the partners to replenish capital depleted through losses.  In 2009 and 
2008, we received cash distributions from the partnership of $407 million and $85 million, respectively.    

We discuss above under “Our Business – Sempra Energy Business Units – Sempra Commodities” the sale of certain businesses within 
RBS Sempra Commodities and anticipated changes to certain provisions of the partnership agreement entered into by RBS and 
Sempra Commodities upon the formation of the joint venture. The impact of the transaction on future cash flows will depend on many 
factors, including the final proceeds received from the transaction and the date at which the transaction closes, after which we will be 
receiving lower earnings from the joint venture.  The businesses being sold have historically generated 40 to 60 percent of total 
earnings of the businesses in the partnership, and have averaged more than 50 percent.  RBS’ obligation to support the capital needs of 
the joint venture, and the need for us to provide transitional back-up guarantees and credit support are expected to continue after the 
consummation of the transaction.  

We provide additional information about RBS Sempra Commodities and the pending transaction with J.P. Morgan Ventures in Notes 
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3, 4, 6 and 20 of the Notes to Consolidated Financial Statements.  

Sempra Generation  
We expect Sempra Generation to require funds for the development of electric generation facilities, primarily renewable energy 
projects.  Projects at Sempra Generation may be financed through a combination of operating cash flow, project financing, funds from 
the parent and external borrowings.  Cash flows from operations at Sempra Generation are expected to decrease upon the expiration of 
their contract with the DWR in late 2011 due to less favorable pricing on replacement contracts.  Also, Sempra Generation may not be 
able to replace all of the lost revenue.  

Some of Sempra Generation's long-term power sale contracts contain collateral requirements, although, the DWR contracts do not 
contain such requirements.  The collateral arrangements require Sempra Generation and/or the counterparty to post cash, guarantees or 
letters of credit to the other party for exposure in excess of established thresholds. Sempra Generation may be required to provide 
collateral when market price movements adversely affect the counterparty's cost of replacement energy supplies if Sempra Generation 
fails to deliver the contracted amounts. Sempra Generation had no outstanding collateral requirements under such contracts at 
December 31, 2009 and 2008.  
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Sempra Pipelines & Storage  
Sempra Pipelines & Storage is expected to require funding from the parent or from external sources to fund projects and investments, 
including:  

�  development and expansion of its natural gas storage projects  

�  participation in the REX natural gas pipeline  

Also, on February 24, 2010, Sempra Pipelines & Storage announced that it will acquire the Mexican pipeline and natural gas 
infrastructure assets of El Paso Corporation for $300 million. We discuss this transaction further in "Factors Influencing Future 
Performance – Sempra Global Investments."  

Sempra LNG  
Sempra LNG required funding from 2007 through 2009 for its development of the Energía Costa Azul and Cameron LNG receipt 
terminals.  As both of these facilities are now in service, Sempra LNG is expected to provide operating cash flow for further 
development within Sempra Global.  

CASH FLOWS FROM OPERATING ACTIVITIES  

 

 
Sempra Energy Consolidated  
Cash provided by operating activities at Sempra Energy increased in 2009 due to:  

�  

CASH PROVIDED BY OPERATING ACTIVITIES  
(Dollars in millions)  

   2009   2009 Change  2008   2008 Change  2007   

Sempra Energy Consolidated  $   1,875  $   684   57  % $   1,191  $   (907)  (43) % $   2,098  
SDG&E      641      22   4         619      (41)  (6)        660  
PE      433      (140)  (24)        573      81   16         492  
SoCalGas      440      (128)  (23)        568      90   19         478  

a lower decrease in accounts payable ($332 million of the decrease in 2008 relates to Sempra Commodities prior 
to the formation of the joint venture RBS Sempra Commodities);  

�  $322 million higher distributions received from RBS Sempra Commodities;  

�  a decrease in inventory in 2009 compared to an increase in 2008, primarily at SoCalGas; and  

�  an increase in overcollected regulatory balancing accounts in 2009 compared to a decrease in 2008; offset by  

�  an accounts receivable increase in 2009 compared to a decrease in 2008, including $132 million at SoCalGas and 
smaller increases at each of our other businesses; and  

�  $119 million prepayment of the six remaining installments due under the Continental Forge litigation.  

The changes in Other Current Assets and Other Current Liabilities in 2009 at both Sempra Energy and SDG&E include $662 million 
in payments received from our liability insurance and $652 million of settlements paid related to the SDG&E 2007 wildfire litigation, 
respectively.  We discuss this litigation in Note 17 of the Notes to Consolidated Financial Statements.  

The decrease in cash provided by operating activities at Sempra Energy in 2008 was due to:  

�  a $297 million decrease in net income (adjusted for noncash items, including $383 million related to equity 
earnings from RBS Sempra Commodities);  

�  a decrease of $303 million in net trading assets in 2007 compared to a $4 million increase in 2008 (prior to the 
sale of the commodities-marketing businesses to RBS Sempra Commodities);  

�  a decrease in overcollected balancing accounts in 2008 compared to an increase in 2007, primarily at SDG&E; 
and  

�  a decrease in accounts payable, primarily due to accruals for costs associated with the El Dorado outage at Sempra 
Generation at the end of 2007 and a decrease at Sempra Commodities in 2008 (prior to the sale of the 
commodities-marketing businesses to RBS Sempra Commodities); offset by  

�  a decrease in accounts receivable, primarily at SoCalGas due to higher natural gas volumes in 2007 due to a 
colder winter in 2007 compared to 2008; and  

�  $329 million lower net income tax payments due to 2007 overpayments applied to 2008 taxes and higher refunds 
received in 2008 as compared to 2007.  

SDG&E  
Cash provided by operating activities at SDG&E increased in 2009 primarily due to an increase in overcollected regulatory balancing 
accounts compared to a decrease in 2008 and $10 million in cash received from liability insurance, net of settlement payments, related 
to the 2007 wildfire litigation, as we discuss above under “Sempra Energy Consolidated.”  Over- and undercollected regulatory 
balancing accounts reflect the difference between customer billings and recorded or CPUC-authorized costs.  These differences are 
required to be balanced over time.  

These inflows were offset by higher net income tax payments in 2009 and a lower decrease in inventory.  The lower decrease in 
inventory resulted from SoCalGas assuming procurement responsibility for SDG&E’s core natural gas customers effective April 2008. 
 As a result, SDG&E depleted its natural gas inventory at the end of the first quarter 2008.  Remaining inventory, comprised primarily 
of materials and supplies, stayed relatively unchanged in 2009.      
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Cash provided by operating activities at SDG&E decreased in 2008 primarily due to a decrease in overcollected regulatory balancing 
accounts compared to an increase in 2007.  The decrease in overcollected regulatory balancing accounts was offset by other changes 
in working capital, principally inventory and lower net income tax payments.  The reduction in inventory in 2008 resulted from 
SoCalGas assuming procurement responsibility as discussed above.  Lower net income tax payments were due to 2007 overpayments 
applied to 2008 taxes and higher refunds received in 2008 as compared to 2007.      

PE and SoCalGas  
Cash provided by operating activities at PE and SoCalGas decreased in 2009 due to changes at SoCalGas, primarily due to the effect 
on working capital balances of:  

�  an increase in accounts receivable in 2009 compared to a decrease in 2008.  Customer receivables in 2009 were 
relatively unchanged from 2008, however, other accounts receivable increased in 2009 primarily due to natural 
gas storage transactions;  

�  a decrease in accounts payable in 2009 compared to an increase in 2008 due to lower natural gas prices; and  

�  the $55 million prepayment of remaining installments due under the Continental Forge litigation settlement; offset 
by  

�  a decrease in inventory in 2009 compared to an increase in 2008 due to higher withdrawals from inventory in the 
fourth quarter of 2009 to supply core customers and unseasonably warm weather in the fourth quarter of 2008 
resulting in lower than normal demand for natural gas by core customers.  

Cash provided by operating activities at PE increased in 2008 primarily due to changes at SoCalGas, principally an increase in net 
income adjusted for noncash items ($89 million at PE and $91 million at SoCalGas), and a decrease in accounts receivable.  Accounts 
receivable decreased in 2008 and increased in 2007 due to lower natural gas prices and unseasonably warm weather in 2008, resulting 
in lower demand for natural gas for heating in the fourth quarter.  

These increases were offset by an increase in inventory and a $40 million payment for the termination of an interest rate swap in 2008. 
The increase in inventory in 2008 resulted from SoCalGas assuming procurement responsibility for SDG&E’s core natural gas 
customers in 2008.  

The table below shows the contributions to pension and other postretirement benefit plans for each of the past three years.  

 

 
 
 
 

CONTRIBUTIONS TO PENSION AND OTHER POSTRETIREMENT B ENEFIT PLANS 2007-2009  
(Dollars in millions)  

   Pension Benefits     Other Postretirement Benefits  

   2009   2008   2007      2009   2008   2007   

Sempra Energy Consolidated  $   185  $   66  $   35     $   45  $   40  $   45  
SDG&E      58      38      27         16      16      15  
PE and SoCalGas      76      1      1         28      22      28  

CASH FLOWS FROM INVESTING ACTIVITIES  

 

 
Sempra Energy Consolidated  
Cash used in investing activities at Sempra Energy increased in 2009 due to:  

�  

CASH USED IN INVESTING ACTIVITIES  
(Dollars in millions)  

   2009   2009 Change  2008   2008 Change  2007   

Sempra Energy Consolidated  $   (2,672) $   286   12  % $   (2,386) $   313   15  % $   (2,073) 
SDG&E      (925)     (15)  (2)        (940)     233   33         (707) 
PE      (485)     166   52         (319)     (170)  (35)        (489) 
SoCalGas      (496)     178   56         (318)     (161)  (34)        (479) 

$475 million higher investments in Rockies Express;  

�  $235 million invested in Fowler Ridge II;  

�  $461 million net proceeds in 2008 from the transaction to form the RBS Sempra Commodities joint venture; and  

�  $61 million lower proceeds from the remarketing of industrial development bonds in 2009; offset by  

�  $495 million (net of $16 million cash acquired) for the acquisition of EnergySouth in 2008;  

�  $338 million decrease in purchases of industrial development bonds in 2009; and  

�  $149 million decrease in capital expenditures, primarily due to the completion of Sempra Global projects in 2009.  

The increase in cash used in investing activities at Sempra Energy in 2008 was primarily due to the following outflows of cash:  

�  $495 million for the acquisition of EnergySouth;  

�  $150 million investment in Rockies Express; and  

�  $413 million in purchases of industrial development bonds, offset by proceeds from remarketing $237 million of 
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these bonds.  

These outflows were partially offset by the net proceeds from the RBS transaction.  Total proceeds of $2.1 billion, which are net of 
$383 million of cash sold, were offset by our capital contribution of $1.6 billion to form the partnership.  

SDG&E  
Cash used in investing activities at SDG&E decreased slightly in 2009 primarily due to:  

�  $24 million net proceeds from the remarketing of industrial development bonds in 2009 compared to $24 million 
net purchases in 2008; and  

�  a $20 million decrease in loans to affiliates in 2009 compared to an increase of $33 million in 2008; offset by  

�  a $71 million net increase in capital expenditures (a $109 million increase at SDG&E and $25 million increase at 
Orange Grove VIE, offset by a decrease of $63 million at Otay Mesa VIE).  

The increase in cash used in investing activities at SDG&E in 2008 was primarily due to:  

�  a $170 million increase in capital expenditures, including a $91 million increase at Otay Mesa VIE;  

�  the net purchase of $24 million of industrial development bonds; and  

�  a $33 million increase in loans to affiliates.  

PE and SoCalGas  
Cash used in investing activities at PE increased in 2009, primarily due to a $16 million increase in advances from SoCalGas to 
Sempra Energy compared to a $136 million decrease in 2008.  

The decrease in cash used in investing activities at PE in 2008 was due to the reduction in outstanding advances from SoCalGas to 
Sempra Energy by $136 million in 2008.  

CAPITAL EXPENDITURES AND INVESTMENTS  

The table below shows our expenditures for property, plant and equipment, and for investments. We provide capital expenditure 
information by segment in Note 18 of the Notes to Consolidated Financial Statements.  

 

 
Sempra Energy Consolidated Capital Expenditures  
Capital expenditures at the Sempra Utilities are discussed below.  

At Sempra Global, the primary capital expenditures over the last three years were as follows:  

Sempra LNG  

Energía Costa Azul LNG Receipt Terminal. Energía Costa Azul began commercial operations in May 2008.  The nitrogen-injection 
facility was placed in service in December 2009.  Total expenditures for the project were $1.2 billion related to the terminal (including 
breakwater), the nitrogen-injection facility, and an expansion project, including:  

�  

SEMPRA ENERGY  
CAPITAL EXPENDITURES AND INVESTMENTS/ACQUISITIONS  
(Dollars in millions)  

   
Property, plant 
and equipment   

Investments and 
acquisition of 

subsidiaries 

2009   $   1,912     $   939  
2008       2,061         2,675  
2007       2,011         121  
2006       1,907         257  
2005       1,377         86  

$54 million in 2009  

�  $228 million in 2008  

�  $298 million in 2007  

Cameron LNG Receipt Terminal. The Cameron LNG receipt terminal began commercial operations in July 2009.  Total costs of this 
project were approximately $900 million, excluding pre-expansion costs of $44 million.  Expenditures over the last three years are as 
follows:  

�  $153 million in 2009  

�  $152 million in 2008  

�  $224 million in 2007    

Sempra Pipelines & Storage  

In 2009, Sempra Pipelines & Storage completed its Cameron Interstate Pipeline project in Louisiana connecting the Cameron LNG 
receipt terminal with several interstate pipelines and in 2008, completed its expansion of existing pipelines in Baja California, Mexico, 
and the addition of a spur line to connect Sempra LNG’s Energía Costa Azul LNG receipt terminal to an existing Sempra Energy 
natural gas pipeline in Mexico with interconnections to the U.S. border. Sempra Pipelines & Storage also had capital expenditures for 
its natural gas storage projects.  Related expenditures were  

Pipelines:  Natural gas storage:  
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�  $10 million in 2009  �  $127 million in 2009  
�  $147 million in 2008  �  $34 million in 2008  
�  $270 million through 2007  �  $217 million through 2007  
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Sempra Energy Investments and Acquisitions  
In 2009, investments consisted primarily of:  

�  $625 million for Rockies Express and $235 million for Fowler Ridge II  

�  the purchase of $75 million in industrial development bonds  

In 2008, investments and acquisitions consisted primarily of:  

�  capital contribution of $1.6 billion to RBS Sempra Commodities and $150 million invested in Rockies Express  

�  the acquisition of EnergySouth for $495 million (net of $16 million of cash acquired)  

�  the purchase of $413 million in industrial development bonds  

In 2007, investments consisted primarily of:  

�  $100 million invested in Rockies Express  

�  $21 million for purchases of available-for-sale securities and other investments  

Purchase of Bonds Issued by Unconsolidated Affiliate  
In November 2009, Sempra Pipelines & Storage purchased $50 million of 2.75% bonds issued by Chilquinta Energía S.A., a Chilean 
electric utility, that are denominated in Chilean Unidades de Fomento.  We discuss these bonds in Note 4 of the Notes to Consolidated 
Financial Statements.  

Sempra Utilities Capital Expenditures and Investments  
The Sempra Utilities' capital expenditures for property, plant and equipment were  

 

 
Capital expenditures at the Sempra Utilities in 2009 consisted primarily of:  

SDG&E  

�  

(Dollars in millions)  2009   2008   2007   

SDG&E  $   955  $   884  $   714  
SoCalGas      480      454      457  

$447 million of improvements to natural gas and electric distribution systems  

�  $149 million of improvements to electric transmission systems  

�  $114 million for the Sunrise Powerlink transmission line  

�  $97 million for electric generation plants and equipment  

�  $115 million at Otay Mesa VIE  

�  $25 million at Orange Grove VIE  

SoCalGas  

�  $480 million of improvements to natural gas infrastructure  

SDG&E also purchased $152 million and $488 million of industrial development bonds in 2009 and 2008, respectively.  We discuss 
these bonds in Note 6 of the Notes to Consolidated Financial Statements.  

FUTURE CONSTRUCTION EXPENDITURES AND INVESTMENTS  

The amounts and timing of capital expenditures are generally subject to approvals by the CPUC, the FERC and other regulatory 
bodies.  However, in 2010, we expect to make capital expenditures and investments of $3 billion, including:  

�  $2.1 billion at the Sempra Utilities (excluding VIEs) for capital projects and plant improvements ($1.5 billion at 
SDG&E and $600 million at SoCalGas)  

�  $900 million at our other subsidiaries for the development of natural gas storage facilities and pipelines, and 
renewable generation projects  

The expected capital expenditures of $900 million at our other subsidiaries include approximately $150 million to $250 million for 
Copper Mountain Solar (a 48-MW solar generation facility under construction by Sempra Generation in Boulder City, Nevada), 
approximately $250 million to $300 million for Sempra Pipelines & Storage’s development of natural gas storage projects at Liberty, 
Bay Gas and Mississippi Hub, and $300 million for Sempra Pipelines & Storage's acquisition of Mexican pipeline and natural gas 
infrastructure assets that we discuss in "Factors Influencing Future Performance – Sempra Global Investments."  

In 2010, the Sempra Utilities expect their capital expenditures to include:  

�  $780 million for additions to SDG&E’s natural gas and electric distribution systems, advanced metering 
infrastructure and electric generation plant and equipment  

�  $600 million at SoCalGas for improvements to distribution and transmission systems, and for advanced metering 
infrastructure  

�  $540 million at SDG&E for the Sunrise Powerlink transmission line  

�  $190 million for improvements to SDG&E’s electric transmission infrastructure  

The Sempra Utilities expect to finance these expenditures and investments with cash flows from operations, cash on hand and debt 
issuances.  These amounts do not include expected capital expenditures of Otay Mesa VIE and Orange Grove VIE.  
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Over the next five years, the Sempra Utilities expect to make capital expenditures of:  

�  $6.9 billion at SDG&E, at an average rate of $1.4 billion per year  

�  $3.7 billion at SoCalGas, at an average rate of $750 million per year    

SDG&E’s estimated capital expenditures include $200 million for the transfer of Sempra Generation’s El Dorado facility in 2011.  

Sempra Energy expects to make capital expenditures at its other subsidiaries of $4 billion, at an average rate of $800 million per year, 
over the next five years.  

Capital expenditure amounts include capitalized interest. At the Sempra Utilities, the amounts also include the portion of AFUDC 
related to debt, but exclude the portion of AFUDC related to equity.  We provide further details about AFUDC in Note 1 of the Notes 
to Consolidated Financial Statements.  

Periodically, we review our construction, investment and financing programs and revise them in response to changes in regulation, 
economic conditions, competition, customer growth, inflation, customer rates, the cost and availability of capital, and environmental 
requirements. We discuss these considerations in more detail in Notes 15, 16 and 17 of the Notes to Consolidated Financial 
Statements.  

Our level of capital expenditures and investments in the next few years may vary substantially and will depend on the cost and 
availability of financing, regulatory approvals and business opportunities providing desirable rates of return.  We intend to finance our 
capital expenditures in a manner that will maintain our strong investment-grade ratings and capital structure.  

CASH FLOWS FROM FINANCING ACTIVITIES  
 

 
Sempra Energy Consolidated  
Cash from financing activities in 2009 decreased due to:  

�  

CASH FLOWS FROM FINANCING ACTIVITIES  
(Dollars in millions)  

   2009   2009 Change  2008   2008 Change  2007   

Sempra Energy Consolidated  $   576  $   (282)  (33) % $   858  $   1,164   380  % $   (306) 
SDG&E      278      96   53         182      15   9         167  
PE      (105)     2   2         (107)     48   31         (155) 
SoCalGas      (101)     2   2         (103)     48   32         (151) 

a $659 million decrease in short-term debt in 2009 compared to a $564 million increase in 2008;  

�  $456 million higher debt payments; and  

�  $94 million purchase of the remaining 40-percent interest in Mississippi Hub (as we discuss in Note 3 of the 
Notes to Consolidated Financial Statements); offset by  

�  $996 million lower common stock repurchases in 2009;  

�  a $445 million increase in issuances of debt (including $145 million short-term debt with maturities greater than 
90 days); and  

�  a $55 million increase in common stock issuances.  

The increase in cash from financing activities at Sempra Energy in 2008 was primarily due to:  

�  a $1.3 billion increase in issuances of debt; and  

�  a $993 million decrease in debt payments; offset by  

�  an $833 million increase in common stock repurchases (reflecting our $1 billion share repurchase program in 
2008); and  

�  a $248 million lower increase in short-term debt.  

SDG&E  
Cash provided by financing activities in 2009 increased due to:  

�  a $246 million net increase in issuances of long-term debt in 2009 (increases of $299 million at SDG&E and $20 
million at Orange Grove VIE, offset by a decrease of $73 million at Otay Mesa VIE); offset by  

�  $150 million in common dividends paid in 2009.  

Cash provided by financing activities at SDG&E in 2008 increased due to:  

�  no payments on long-term debt in 2008, compared to $66 million in 2007; and  

�  a $72 million decrease in short-term debt in 2007; offset by  

�  a $120 million net decrease in the issuance of long-term debt in 2008 (a $250 million decrease at SDG&E, offset 
by an increase of $130 million by Otay Mesa VIE).  

PE and SoCalGas  
Cash used in financing activities at PE and SoCalGas in 2009 stayed relatively constant.  Net activity included  

�  $350 million in common dividends paid in 2008; offset by  

�  $250 million issuance of long-term debt in 2008; and  

�  $100 million long-term debt payment in 2009.  
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Cash used in financing activities at PE and SoCalGas in 2008 decreased due to a $250 million issuance of long-term debt in 2008, 
offset by an increase of $200 million in common dividends paid.  

LONG-TERM DEBT  

Long-term balances (including the current portion of long-term debt) at December 31 were  

 

 
At December 31, 2009, the following information applies to long-term debt:  

 

 
 
 

(Dollars in millions)  2009   2008   2007   

Sempra Energy Consolidated  $   8,033  $   6,954  $   4,560  
SDG&E      2,668      2,144      1,958  
PE/SoCalGas      1,294      1,370      1,113  

   Sempra Energy         
(Dollars in millions)  Consolidated SDG&E SoCalGas 

Weighted average life to maturity, in years   12.3      16.8      8.5     
Weighted average interest rate   5.81  %   5.12  %   4.69  %  
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Issuances of Long-Term Debt  
Issuances of long-term debt over the last three years included the following:  

 

 
Sempra Energy used the proceeds from its issuances of long-term debt primarily for general corporate purposes, including the 
repayment of commercial paper and to repay maturing long-term notes.  

The Sempra Utilities used the proceeds from their issuances of long-term debt for:  

�  

(Dollars in millions)     Amount     Rate     Maturing  

                        
Sempra Energy                    
   Notes, October 2009  $ 750      6.00  %  2039  
   Notes, May 2009     750      6.50     2016  
   Notes, November 2008     250      8.90     2013  
   Notes, November 2008     500      9.80     2019  
   Notes, June 2008     500      6.15     2018  
                        
SDG&E(1)                    
   First mortgage bonds, May 2009     300      6.00     2039  
   First mortgage bonds, September 2007     250      6.125     2037  
                        
SoCalGas                    
   First mortgage bonds, November 2008     250      5.50     2014  

(1)  In 2009, SDG&E's variable interest entities, Otay Mesa VIE and Orange Grove VIE (from the 
date of consolidation), had construction loan borrowings of $121 million and $20 million, 
respectively.  Otay Mesa VIE had $193 million and $63 million of construction loan borrowings 
in 2008 and 2007, respectively.  

general working capital purposes,  

�  to support their electric (at SDG&E) and natural gas (SDG&E and SoCalGas) capital expenditure programs,  

�  to replenish amounts expended and fund future expenditures for the expansion and improvement of their utility 
plants, and  

�  to repay commercial paper at SDG&E.  

Payments on Long-Term Debt  
Payments on long-term debt in 2009 included  

�  $300 million of Sempra Energy 4.75-percent notes payable at maturity in May 2009  

�  $100 million of SoCalGas variable rate first mortgage bonds at maturity in December 2009  

Payments on long-term debt in 2007 primarily consisted of:  

�  $600 million of Sempra Energy 4.621-percent notes payable at maturity in May 2007  

�  $300 million of Sempra Energy variable rate notes payable with a maturity of May 2008 that were redeemed in 
August 2007  

�  $66 million remaining outstanding balance of SDG&E’s rate-reduction bonds  

In Note 6 of the Notes to Consolidated Financial Statements, we provide information about our lines of credit and additional 
information about debt activity.  

Payments on Notes Payable to Unconsolidated Affiliate  
Sempra Pipelines & Storage prepaid $100 million of notes payable due to Chilquinta Energía Finance Co. LLC in November 2009 and 
paid $60 million of notes payable at maturity in April 2008.  

 
 
 

CAPITAL STOCK TRANSACTIONS  

Sempra Energy  
Cash provided by employee stock option exercises was  

�  $47 million in 2009  

�  $18 million in 2008  

�  $32 million in 2007  

During 2008, we repurchased 18.4 million shares of our common stock for $1 billion in a share repurchase program authorized in 
2007. We discuss this repurchase program in Note 14 of the Notes to Consolidated Financial Statements.    

During 2007, we repurchased approximately 3 million shares of common stock for $161 million in connection with a share repurchase 
program authorized in 2005.    
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DIVIDENDS  

Sempra Energy  
Sempra Energy paid dividends on common stock of:  

�  $341 million in 2009  

�  $339 million in 2008  

�  $316 million in 2007  

The increases were due to increases in the per-share quarterly dividend from $0.31 in 2007 to $0.35 in 2008 and to $0.39 in 2009.  The 
increase in 2009 was offset by $32 million due to our dividend reinvestment programs related to share-based compensation and 
retirement programs and $11 million due to the reduction in shares from the share repurchase program in 2008.  

On December 18, 2009, Sempra Energy declared a quarterly dividend of $0.39 per share of common stock that was paid on January 
15, 2010.  

SDG&E paid a $150 million common dividend to Sempra Energy in the first quarter of 2009 due to a delay in capital expenditures 
resulting from the extended review period associated with the Sunrise Powerlink project.  SDG&E did not pay any common dividends 
to Sempra Energy in 2008 and 2007 to preserve cash to fund its capital expenditures program.  

SoCalGas paid dividends to PE and PE paid corresponding dividends to Sempra Energy of:  

�  $350 million in 2008  

�  $150 million in 2007 (paid in January 2008)  

Dividends paid by SoCalGas to PE are eliminated in Sempra Energy's and PE’s consolidated financial statements for all three years. 
Dividends paid by PE to Sempra Energy are eliminated in Sempra Energy’s consolidated financial statements for all three years.  

The board of directors for each of Sempra Energy, SDG&E, PE and SoCalGas have the discretion to determine the payment and 
amount of future dividends. The CPUC's regulation of SDG&E's and SoCalGas' capital structures limits the amounts that are available 
for loans and dividends to Sempra Energy.  At December 31, 2009, Sempra Energy could have received combined loans and 
dividends of approximately $140 million from SoCalGas and $75 million from SDG&E.  

CAPITALIZATION  

 

 
 
 

TOTAL CAPITALIZATION AND DEBT-TO-CAPITALIZATION RAT IOS  
(Dollars in millions)  

   As of December 31, 2009  

   Sempra Energy                      
   Consolidated    SDG&E    PE     SoCalGas    

Total capitalization  $   17,981     $   5,665     $   3,522     $   3,060     
Debt-to-capitalization ratio      48  %      48  %      37  %      42  %  
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Significant changes during 2009 that affected capitalization include the following:  

�  Sempra Energy Consolidated:   comprehensive income exceeding dividends, a net increase in long-term debt, and 
increases in short-term borrowings, offset by Sempra Pipelines & Storage’s purchase of the remaining 
noncontrolling interest in Mississippi Hub  

�  SDG&E:   comprehensive income exceeding dividends, increases in long-term debt and noncontrolling interests  

�  PE and SoCalGas:   increase in comprehensive income, offset partially by a net decrease in long-term debt  

We provide additional information about the significant changes in Notes 6 and 14 of the Notes to Consolidated Financial Statements 
and "Overall Results of Operations of Sempra Energy and Factors Affecting the Results" above.  

COMMITMENTS  

The following tables summarize principal contractual commitments at December 31, 2009 for Sempra Energy, SDG&E and 
PE/SoCalGas, respectively. We provide additional information about commitments above and in Notes 6, 9 and 17 of the Notes to 
Consolidated Financial Statements.  

 

 
 
 

PRINCIPAL CONTRACTUAL COMMITMENTS OF SEMPRA ENERGY CONSOLIDATED  
(Dollars in millions)  

      2010   2011 and 2012 2013 and 2014 Thereafter Total  

Short-term debt  $   618  $   -  $   -  $   -  $   618  
Long-term debt      557      572      1,138      5,720      7,987  
Interest on debt(1)      440      864      761      3,845      5,910  
Due to unconsolidated affiliate      -      2      -      -      2  
Operating leases      88      123      83      360      654  
Capital leases      16      22      8      -      46  
Litigation settlements      3      2      -      -      5  
Purchased-power contracts      335      476      429      1,425      2,665  
Natural gas contracts      1,162      448      93      176      1,879  
LNG contracts(2)      1,659      2,040      2,142      18,215      24,056  
Construction commitments      449      99      -      -      548  
SONGS decommissioning      -      -      -      474      474  
Other asset retirement obligations      35      36      36      732      839  
Pension and other postretirement benefit                                
    obligations(3)      224      595      555      984      2,358  
Environmental commitments      13      19      7      11      50  

Other      17      21      17      20      75  

Totals  $   5,616  $   5,319  $   5,269  $   31,962  $   48,166  

(1)  We calculate expected interest payments using the stated interest rate for fixed-rate obligations, including floating-to-fixed interest 
rate swaps. We calculate expected interest payments for variable-rate obligations, including fixed-to-floating interest-rate swaps, 
based on forward rates in effect at December 31, 2009.  

(2)  Sempra LNG has LNG purchase agreements with Tangguh PSC and RasGas. The agreement with Tangguh PSC is for the supply 
of LNG equivalent to approximately 500 million cubic feet of natural gas per day from Tangguh PSC's Indonesian liquefaction 
facility to Sempra LNG’s Energía Costa Azul LNG receipt terminal at a price based on the Southern California border index. The 
expected payments under the contract are based on forward prices of the Southern California border index plus an estimated 1 
percent escalation per year. Sempra LNG has a contract to sell a portion of the volumes purchased from Tangguh PSC to Mexico’s 
national electric company, CFE, at prices that are based on the Southern California border index for natural gas. The agreement 
with RasGas is for LNG cargoes to be delivered by RasGas to Sempra LNG’s Cameron LNG receipt terminal. Under this 
agreement, RasGas has the option to deliver and sell up to 32 cargoes to Sempra LNG in 2010, at a price based on market prices 
in the U.S. Gulf of Mexico. We provide more information about these contracts in Note 17 of the Notes to Consolidated Financial 
Statements.          

(3)  Amounts are after reduction for the Medicare Part D subsidy and only include expected payments to the plans for the next 10 
years.  
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The tables exclude  

�  

PRINCIPAL CONTRACTUAL COMMITMENTS OF SDG&E  
(Dollars in millions)  

      2010  2011 and 2012 2013 and 2014 Thereafter Total 

Short-term debt  $   33  $   -  $   -  $   -  $   33  
Long-term debt      40      22      152      2,434      2,648  
Interest on debt(1)      133      278      280      1,798      2,489  
Operating leases      20      36      29      58      143  
Capital leases      5      10      5      -      20  
Purchased-power contracts      335      476      429      1,425      2,665  
Construction commitments      355      98      -      -      453  
El Dorado purchase agreement      -      200      -      -      200  
SONGS decommissioning      -      -      -      474      474  
Other asset retirement obligations      5      10      10      91      116  
Pension and other postretirement benefit                                
    obligations(2)      77      190      180      252      699  

Environmental commitments      4      4      2      11      21  

Totals  $   1,007  $   1,324  $   1,087  $   6,543  $   9,961  

(1)  SDG&E calculates expected interest payments using the stated interest rate for fixed-rate obligations, including floating-to-fixed 
interest rate swaps. SDG&E calculates expected interest payments for variable-rate obligations, including fixed-to-floating 
interest rate swaps, based on forward rates in effect at December 31, 2009.    

(2)  Amounts are after reduction for the Medicare Part D subsidy and only include expected payments to the plans for the next 10 
years.  

PRINCIPAL CONTRACTUAL COMMITMENTS OF PE AND SOCALGA S  
(Dollars in millions)  

      2010  2011 and 2012 2013 and 2014 Thereafter Total 

SoCalGas                                

Long-term debt  $   -  $   507  $   250  $   511  $   1,268  
Interest on debt(1)      60      106      74      349      589  
Natural gas contracts      1,126      438      86      176      1,826  
Operating leases      43      42      9      12      106  
Capital leases      11      12      3      -      26  
Construction commitments      47      1      -      -      48  
Environmental commitments      9      14      5      -      28  
Pension and other postretirement benefit                                
    obligations(2)      114      310      309      592      1,325  

Asset retirement obligations      14      26      26      610      676  

   Total SoCalGas      1,424      1,456      762      2,250      5,892  

PE - operating leases      7      -      -      -      7  

Total PE consolidated  $   1,431  $   1,456  $   762  $   2,250  $   5,899  

(1)  SoCalGas calculates interest payments using the stated interest rate for fixed-rate obligations. SoCalGas calculates expected 
interest payments for variable-rate obligations, including fixed-to-floating interest rate swaps, based on forward rates in effect 
at December 31, 2009.  

(2)  Amounts are after reduction for the Medicare Part D subsidy and only include expected payments to the plans for the next 10 
years.  

contracts between consolidated affiliates  

�  intercompany debt  

�  individual contracts that have annual cash requirements less than $1 million  

�  employment contracts    

The tables also exclude income tax liabilities of  

�  $70 million for Sempra Energy  

�  $14 million for SDG&E  

�  $11 million for SoCalGas  

These liabilities relate to uncertain tax positions and were excluded from the tables because we are unable to reasonably estimate the 
timing of future payments due to uncertainties in the timing of the effective settlement of tax positions.  

We provide additional information about unrecognized tax benefits in Note 8 of the Notes to Consolidated Financial Statements.  

OFF BALANCE-SHEET ARRANGEMENTS  

Sempra Energy has provided guarantees aggregating $1.6 billion at December 31, 2009, to related parties, including the guarantee 
related to Rockies Express financing and continuing transitional guarantees related to RBS Sempra Commodities.  We discuss these 
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guarantees further in Notes 6 and 17 of the Notes to Consolidated Financial Statements.  

 
 

CREDIT RATINGS  

The table below shows the credit ratings of Sempra Energy and its principal subsidiaries, which credit ratings remained at investment 
grade levels in 2009. Also in 2009, Moody's upgraded SDG&E's and SoCalGas' secured debt rating from A1 to Aa3. On January 22, 
2010, Fitch downgraded the rating on SDG&E's and SoCalGas' preferred stock from A+ to A and the rating on Pacific Enterprises 
preferred stock from A to BBB+. On February 2, 2010, Fitch placed Sempra Energy and its rated subsidiaries on rating watch 
negative; it stated that the rating "is driven by uncertainty regarding the operation and ownership of Sempra Energy's commodity 
trading and marketing joint venture with The Royal Bank of Scotland (RBS)." On February 16, 2010, Moody's and Standard & Poor's 
affirmed their ratings and stable outlooks for the companies.  

 

 

FACTORS INFLUENCING FUTURE PERFORMANCE  

SEMPRA ENERGY OVERVIEW  

The Sempra Utilities' operations and Sempra Global's long-term contracts generally provide relatively stable earnings and liquidity. 
However, for the next few years, SDG&E and SoCalGas intend to limit their common stock dividends to reinvest their earnings in 
significant capital projects. Also, Sempra Generation's contract with the DWR, which provides a significant portion of Sempra 
Generation's revenues, ends in late 2011. Because it is unable to forecast with certainty future electricity prices and the cost of natural 
gas, contracts it enters into to replace the DWR contract, if obtained, or merchant (daily) sales may provide substantially lower 
earnings. Sempra Generation is also undertaking several projects for the construction of renewable generation facilities, with planned 
in-service dates ranging from late 2010 to 2011.  

We expect that Sempra LNG and Sempra Pipelines & Storage will provide relatively stable earnings and liquidity from their current 
operations. Sempra Pipelines & Storage is also expected to provide earnings from construction programs when completed and other 
investments, but will require substantial funding for these investments. At Sempra Pipelines & Storage, we expect the write-off of 
certain assets of Liberty, as we discuss in Note 1 of the Notes to Consolidated Financial Statements, to have a minimal impact on 
future expected earnings. At Sempra LNG, until there are firm LNG supply or capacity services contracts that would utilize 100 
percent of the capacity of Sempra LNG's Cameron receipt terminal, Sempra LNG will seek to purchase short-term LNG supplies, 
which may result in greater variability in revenues and earnings. Sempra LNG may also sell short-term capacity to third parties as 
opportunities arise.  

The Sempra Utilities' performance will depend primarily on the ratemaking and regulatory process, environmental regulations, 
economic conditions, actions by the California legislature to address the state budget crisis and the changing energy marketplace. 
Their performance will also depend on the successful completion of capital projects that we discuss in various sections of this report. 
As the 2008 General Rate Case provides for fixed annual increases through 2011 rather than adjustments based on inflation indices as 
in the past, performance will depend on the Sempra Utilities' ability to manage costs, including bad debts. Starting in the third quarter 

CREDIT RATINGS OF SEMPRA ENERGY AND PRINCIPAL SUBSI DIARIES  
                     
                     

      
Standard & 

Poor's    
Moody's Investor 

Services, Inc.    Fitch 

SEMPRA ENERGY                    
Unsecured debt     BBB+   Baa1   A 

                
SDG&E               
Secured debt     A+   Aa3   AA 
Unsecured debt     A   A2   AA- 
Preferred stock     BBB+   Baa1   A 

Commercial paper     A-1   P-1   F-1+ 

                
SoCalGas               
Secured debt     A+   Aa3   AA 
Unsecured debt     A   A2   AA- 
Preferred stock     BBB+   Baa1   A 

Commercial paper     A-1   P-1   F-1+ 

                
PACIFIC ENTERPRISES               

Preferred Stock     BBB+   --   BBB+ 

                
SEMPRA GLOBAL               
Unsecured debt guaranteed by Sempra Energy     --   Baa1   A 
Commercial paper guaranteed by Sempra Energy     A-2   P-2   F-1 
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of 2009, SDG&E's liability insurance premiums increased significantly, by approximately $40 million annually, due to the increased 
costs of wildfire coverage. In addition to the increased insurance premiums, Sempra Energy, including the Sempra Utilities, has 
substantially lower insurance coverage, particularly with respect to any future wildfire liabilities. The maximum loss recovery due to a 
wildfire incident from insurance carriers is now $400 million compared to $1.1 billion in the previous policy year. SDG&E filed a 
request with the CPUC in the third quarter of 2009 for recovery of the incremental insurance premiums, but without such recovery, 
our financial results could be adversely impacted.  

In regard to the 2007 wildfire litigation, before giving effect to any amounts that it may recover from other defendants and potentially 
responsible parties, SDG&E expects that the aggregate costs that it may incur in resolving the remaining unreserved wildfire claims 
will substantially exceed its insurance coverage. If its liability for the three wildfires were to exceed the remaining insurance, SDG&E 
will file with the FERC and the CPUC to recover the excess amount from utility customers. SDG&E is continuing to evaluate the 
likelihood, amount and timing of any such recoveries.  

If SDG&E were unable to conclude that recovery from utility customers is likely, either on a current basis or in the future, SDG&E's 
and therefore Sempra Energy's earnings would be materially adversely affected to the extent that it resolves wildfire claims or obtains 
sufficient information to establish reserves for amounts that exceed its remaining insurance, even though all or a portion of such 
amounts (including amounts already paid in settlements with homeowner insurers) may ultimately be recovered from other defendants 
and potentially responsible parties, or from utility customers in subsequent reporting periods. Cash flow would also be adversely 
affected by any delays in obtaining such recoveries. We provide additional information concerning these matters in Notes 16 and 17 of 
the Notes to Consolidated Financial Statements.  

On April 1, 2008, we completed the formation of a partnership, RBS Sempra Commodities, to own and operate our commodities-
marketing businesses, which generally comprised our Sempra Commodities segment. In November 2009, RBS announced its intention 
to divest its interest in the joint venture following a directive from the European Commission to dispose of certain assets. On February 
16, 2010, Sempra Energy, RBS and the partnership entered into an agreement to sell certain businesses within the partnership. These 
businesses have historically generated 40 to 60 percent of total earnings of the businesses in the partnership, and have averaged more 
than 50 percent. Our joint venture partner, RBS, continues to be obligated to provide the partnership with all growth capital, working-
capital requirements and credit support, as we discuss above in "Capital Resources and Liquidity – Sempra Commodities."  

In connection with the pending transaction discussed above, we and RBS entered into a letter agreement to negotiate, prior to closing 
of the transaction, definitive documentation to amend certain provisions of the Limited Liability Partnership Agreement dated April 1, 
2008 between Sempra Energy and RBS (Partnership Agreement) to, among other things:  

�  Consider the distribution of excess cash of the partnership to us and RBS  

�  Eliminate each partner’s preferred return (currently 15 percent per year) and to move to a 50/50 sharing of net 
income, if and when our invested capital is reduced to $950 million or less by the return of capital to the partners  

�  Terminate the restrictions on the partners’ ability to transfer their partnership interests prior to April 2012 (but not 
the partners’ right of first offer and other rights, including our tag-along right with respect to the transfer of that 
interest or the requirement that any transferee be reasonably acceptable to us  

As RBS continues to be obligated to divest its remaining interest in the partnership, the letter agreement also provides for negotiating 
the framework for the entertaining of bids for the remaining part of the partnership’s business.  

Future earnings and distributions from the partnership will depend on the profitability and growth achieved in the businesses 
remaining in the joint venture, primarily the North American power and natural gas trading businesses, and the continued ability of 
RBS to provide capital and credit support for the partnership. We provide additional information in Notes 3, 4, 6 and 20 of the Notes 
to Consolidated Financial Statements.  

We may be further impacted by depressed and rapidly changing economic conditions. Moreover, the dollar has fluctuated significantly 
compared to some foreign currencies, especially in Mexico and South America where we have significant operations. These factors, 
coupled with very low natural gas prices which affect profitability at Sempra Generation and Sempra LNG, could, if they remain 
unchanged, adversely affect profitability. Additionally, given the uncertainty of commodity markets and the lack of debt financing for 
energy infrastructure, which impact related hedging activity, growth at RBS Sempra Commodities could be dampened.  

We discuss additional matters that could affect our future performance in Notes 15 through 17 of the Notes to Consolidated Financial 
Statements.  

LITIGATION  

We describe legal proceedings which could adversely affect our future performance in Note 17 of the Notes to Consolidated Financial 
Statements.  

SEMPRA UTILITIES -- INDUSTRY DEVELOPMENTS AND CAPIT AL PROJECTS  

We describe capital projects, electric and natural gas regulation and rates, and other pending proceedings and investigations that affect 
our business in Notes 15 and 16 of the Notes to Consolidated Financial Statements.  

SEMPRA GLOBAL INVESTMENTS  

As we discuss in "Cash Flows From Investing Activities," our investments will significantly impact our future performance. In 
addition to the discussion below, we provide information about these investments in "Capital Resources and Liquidity."  

Sempra Generation  
Copper Mountain Solar  

In July 2009, Sempra Generation announced that PG&E has contracted for 48 megawatts (MW) of solar power from Copper Mountain 
Solar, a new plant under development by Sempra Generation on land adjacent to the 10-MW El Dorado Energy Solar plant in Boulder 
City, Nevada.  The CPUC approved the 20-year contract in December 2009.  Construction has begun and is expected to be completed 
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by late 2010.  

Mesquite Solar  

Mesquite Solar is a photovoltaic generation facility under development by Sempra Generation in Maricopa County, Arizona.  When 
fully developed, the project will be capable of producing approximately 400 to 600 MW of solar power.  Mesquite Solar will connect 
to the 500-kilovolt Hassayampa switchyard via our existing Mesquite Power natural gas generation plant.  Construction of the first 
phase of 150 MW is expected to begin by late 2010 and be completed by late 2011.  

Sempra Pipelines & Storage  
Natural Gas Storage Projects  

Currently, Sempra Pipelines & Storage has 11.4 Bcf of working natural gas storage capacity that is fully contracted and operational. 
 We are in construction to increase operational capacity by 12.5 Bcf by the end of 2010 (for a total of 24 Bcf) and we plan to develop 
as much as 75 Bcf of total storage capacity by 2015.  

Sempra Pipelines & Storage’s natural gas storage facilities and projects include  

�  Bay Gas Storage Company (Bay Gas), a facility located 40 miles north of Mobile, Alabama, that provides 
underground storage and delivery of natural gas.  Sempra Pipelines & Storage owns 91 percent of the project.  It is 
the easternmost storage facility on the Gulf Coast, with direct service to the Florida market.  

�  Mississippi Hub storage facility, currently under construction in Simpson County, Mississippi, an underground 
salt-dome natural gas storage project with planned direct interconnections to the natural gas production areas in 
eastern Texas, Oklahoma and Arkansas, as well as the Northeast market.  

�  Liberty Gas Storage Expansion, a salt cavern facility in Cameron Parish, Louisiana.  Sempra Pipelines & Storage 
owns 75 percent of the project and ProLiance Transportation LLC (ProLiance) owns the remaining 25 percent. 
 The project’s location provides access to several LNG facilities in the area.  

Acquisition of Mexican Pipeline and Natural Gas Infrastructure Assets  

On February 24, 2010, Sempra Pipelines & Storage announced that it will acquire the Mexican pipeline and natural gas infrastructure 
assets of El Paso Corporation for $300 million.  

The acquisition involves El Paso Corporation's wholly owned natural gas pipeline and compression assets in the Mexican border state 
of Sonora. The transaction also includes El Paso Corporation's 50-percent interest in a joint venture with PEMEX, the Mexican-state 
owned oil company. The joint venture operates two natural gas pipelines and a propane system in northern Mexico.  

The pipeline and natural gas infrastructure assets being acquired are supported by customer contracts with an average duration of 13 
years. Subject to approval by lenders and Mexican regulatory authorities, the acquisition is expected to be completed in the second 
quarter of 2010.  

Sempra LNG  
Energía Costa Azul LNG Receipt Terminal  

Sempra LNG’s Energía Costa Azul LNG receipt terminal in Baja California, Mexico, with a capacity of 1 Bcf of natural gas per day, 
began commercial operations in May 2008.  Sempra LNG has received approvals from key governmental agencies to expand the 
terminal capacity to 2.5 Bcf per day.  The ultimate scope and timing of a proposed expansion project will depend on the outcome of 
negotiations for supply and/or terminal capacity agreements.  

MARKET RISK  

Market risk is the risk of erosion of our cash flows, earnings, asset values and equity due to adverse changes in prices for various 
commodities and in interest rates. Sempra Energy also may be adversely affected by changes in foreign-currency rates.  

Risk Policies  
Sempra Energy has policies governing its market risk management and trading activities. As required by CPUC and FERC affiliate 
compliance rules, Sempra Energy and the Sempra Utilities maintain separate and independent risk management committees, 
organizations and processes for each of the Sempra Utilities and for all non-CPUC regulated affiliates to provide oversight of these 
activities. The committees consist of senior officers who establish policy, oversee energy risk management activities, and monitor the 
results of trading and other activities to ensure compliance with our stated energy risk management and trading policies. These 
activities include, but are not limited to, daily monitoring of detailed information for market positions that create credit, liquidity and 
market risk. Independently from our energy procurement departments, the respective oversight organizations and committees 
separately monitor energy price risk management, and measure and report the credit, liquidity and market risk associated with these 
positions.  

Along with other tools, we use Value at Risk (VaR) to measure our exposure to market risk. VaR is an estimate of the potential loss on 
a position or portfolio of positions over a specified holding period, based on normal market conditions and within a given statistical 
confidence interval. VaR is calculated independently by the respective risk management oversight organizations. We use historical 
and implied volatilities and correlations between instruments and positions in our calculations.  

The Sempra Utilities use energy and natural gas derivatives to manage natural gas and energy price risk associated with servicing load 
requirements. The use of energy and natural gas derivatives is subject to certain limitations imposed by company policy and is in 
compliance with risk management and trading activity plans that have been filed with and approved by the CPUC. Any costs or 
gains/losses associated with the use of energy and natural gas derivatives are considered to be commodity costs. Commodity costs are 
generally passed on to customers as incurred. However, SoCalGas is subject to incentive mechanisms that reward or penalize the 
utility for commodity costs below or above certain benchmarks.  

In 2008, we completed the formation of RBS Sempra Commodities, a partnership that owns and operates the commodities-marketing 
businesses previously held by us as subsidiaries. We now account for our investment in the partnership under the equity method. As a 
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result, we no longer include on our Consolidated Balance Sheet the commodities and financial instruments related to these businesses 
that subjected us to commodities price risk and credit risk. However, the joint venture partnership is still subject to these risks, which 
could impact our portion of partnership earnings.  

In addition, as a transitional measure, Sempra Energy continues to provide back-up guarantees and credit support for RBS Sempra 
Commodities, as we discuss above in "Capital Resources and Liquidity" and in Note 6 of the Notes to Consolidated Financial 
Statements.  

We discuss revenue recognition in Notes 1 and 11 of the Notes to Consolidated Financial Statements and the additional market-risk 
information regarding derivative instruments in Note 11 of the Notes to Consolidated Financial Statements.  

We have exposure to changes in commodity prices, interest rates and foreign currency rates and exposure to counterparty 
nonperformance. The following discussion of these primary market-risk exposures as of December 31, 2009, includes a discussion of 
how these exposures are managed.  

Commodity Price Risk  
Market risk related to physical commodities is created by volatility in the prices and basis of certain commodities. Our various 
subsidiaries are exposed, in varying degrees, to price risk, primarily to prices in the natural gas and electricity markets. Our policy is to 
manage this risk within a framework that considers the unique markets and operating and regulatory environments of each subsidiary.  

Sempra Global is generally exposed to commodity price risk indirectly through its LNG, natural gas pipeline and storage, and power 
generating assets. Sempra Global may utilize commodity transactions in the course of optimizing these assets. These transactions are 
typically priced based on market indices, but may also include fixed price purchases and sales of commodities. Any residual exposure 
is monitored as described above.  

The Sempra Utilities' market-risk exposure is limited due to CPUC-authorized rate recovery of the costs of commodity purchases, 
intrastate transportation, and storage activity. However, SoCalGas may, at times, be exposed to market risk as a result of incentive 
mechanisms that reward or penalize the utility for commodity costs below or above certain benchmarks for SoCalGas' Gas Cost 
Incentive Mechanism, which we discuss in Note 16 of the Notes to Consolidated Financial Statements. If commodity prices were to 
rise too rapidly, it is likely that volumes would decline. This decline would increase the per-unit fixed costs, which could lead to 
further volume declines. The Sempra Utilities manage their risk within the parameters of their market risk management framework. As 
of December 31, 2009, the total VaR of the Sempra Utilities' natural gas and electric positions was not material, and the procurement 
activities were in compliance with the procurement plans filed with and approved by the CPUC.  

Interest Rate Risk  
We are exposed to fluctuations in interest rates primarily as a result of our having issued short- and long-term debt. Subject to 
regulatory constraints, we periodically enter into interest rate swap agreements to moderate our exposure to interest rate changes and 
to lower our overall costs of borrowing.  

The table below shows the nominal amount and the one-year VaR for long-term debt, excluding commercial paper classified as long-
term debt and capital lease obligations, at December 31, 2009 and 2008:  

 

 
At December 31, 2009, the total notional amount of interest rate swap transactions ranged from $75 million to $355 million at Sempra 
Energy and $285 million to $375 million at SDG&E (ranges relate to amortizing notional amounts). At December 31, 2009, 
SoCalGas' total notional amount of interest rate swap transactions was $150 million. We provide further information about interest 
rate swap transactions in Note 11 of the Notes to Consolidated Financial Statements.  

We also are subject to the effect of interest rate fluctuations on the assets of our pension plans, other postretirement benefit plans, and 
SDG&E's nuclear decommissioning trusts. However, we expect the effects of these fluctuations, as they relate to the Sempra Utilities, 
to be passed on to customers.  

Credit Risk  
Credit risk is the risk of loss that would be incurred as a result of nonperformance of our counterparties' contractual obligations. We 
monitor credit risk through a credit-approval process and the assignment and monitoring of credit limits. We establish these credit 
limits based on risk and return considerations under terms customarily available in the industry.  

As with market risk, we have policies that govern the management of credit risk which are administered by the respective credit 
departments for each of the Sempra Utilities and for all non-CPUC regulated affiliates and overseen by their separate risk management 
committees.  

This oversight includes calculating current and potential credit risk on a daily basis and monitoring actual balances in comparison to 
approved limits. We avoid concentration of counterparties whenever possible, and we believe our credit policies significantly reduce 

   Sempra Energy              

   Consolidated  SDG&E  PE/SoCalGas  

   Nominal  One-Year  Nominal  One-Year  Nominal  One-Year  
(Dollars in millions)  Debt  VaR(1)  Debt  VaR(1)  Debt  VaR(1)  

At December 31, 2009                                      

    Utility fixed-rate  $   3,067  $   369  $   1,954  $   273  $   1,113  $   97  
    Utility variable-rate      848      43      698      43      150      -  
    Non-utility, fixed-rate and variable-rate      4,075      392      -      -      -      -  
At December 31, 2008                                      

    Utility fixed-rate  $   3,023  $   657  $   1,910  $   430  $   1,113  $   229  
    Utility variable-rate      486      64      236      69      250      6  
    Non-utility, fixed-rate and variable-rate      2,829      467      -      -      -      -  

(1) After the effects of interest rate swaps.  
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overall credit risk. These policies include an evaluation of the following:  

�  prospective counterparties' financial condition (including credit ratings)  

�  collateral requirements under certain circumstances  

�  the use of standardized agreements that allow for the netting of positive and negative exposures associated with a 
single counterparty  

�  other security such as lock-box liens and downgrade triggers  

We believe that we have provided adequate reserves for counterparty nonperformance.  

As we describe in Note 17 of the Notes to Consolidated Financial Statements, Sempra Generation has a contract with the DWR to 
supply up to 1,900 MW of power to the state of California over 10 years, which began in 2001. This contract results in a significant 
potential nonperformance exposure with a single counterparty; however, this risk has been addressed and mitigated by the liquidated 
damages provision of the contract.  

When they become operational, development projects at Sempra Global rely significantly on the ability of their suppliers to perform 
on long-term agreements and on our ability to enforce contract terms in the event of nonperformance. Also, the factors that we 
consider in evaluating a development project include negotiating customer and supplier agreements and, therefore, we rely on these 
agreements for future performance. We also may base our decision to go forward on development projects on these agreements.  

As noted above under "Interest Rate Risk," we periodically enter into interest-rate swap agreements to moderate exposure to interest-
rate changes and to lower the overall cost of borrowing. We would be exposed to interest-rate fluctuations on the underlying debt 
should a counterparty to the swap fail to perform.  

Foreign Currency Rate Risk  
We have investments in entities whose functional currency is not the U.S. dollar, exposing us to foreign exchange movements, 
primarily in Latin American currencies.  

The Mexican subsidiaries have U.S. dollar receivables and payables that give rise to foreign exchange movements for accounting 
principles generally accepted in Mexico and tax purposes. In addition, monetary assets and liabilities are adjusted for inflation for 
Mexican tax purposes. The fluctuations in foreign currency and inflation are subject to Mexican taxes and expose us to significant 
fluctuations in tax expense from changes in the exchange and inflation rates in Mexico.  

Our primary objective in reducing foreign currency risk is to preserve the economic value of our overseas investments and to reduce 
earnings volatility that would otherwise occur due to exchange-rate fluctuations.  

Our net investment in our Latin American operating companies and the resulting cash flows are partially protected against normal 
exchange-rate fluctuations by rate-setting mechanisms that are intended to compensate for local inflation and currency exchange-rate 
fluctuations. In addition, we offset material cross-currency transactions and net income exposure through various means, including 
financial instruments and short-term investments.  

Because we do not hedge our net investment in foreign countries, we are susceptible to volatility in other comprehensive income 
caused by exchange-rate fluctuations.  

The effects of a hypothetical simultaneous 10 percent appreciation in the U.S. dollar from year-end 2009 levels against the currencies 
of Latin American countries in which we have operations and investments are as follows:  

 

 
 
 
 

      
 
 

(Dollars in millions)     Hypothetical Effects 

   Translation of 2009 earnings to U.S. dollars  $   (6) 
   Transactional exposures      (3) 
   Translation of net assets of foreign subsidiaries and investments in foreign entities      (60) 

CRITICAL ACCOUNTING POLICIES AND ESTIMATES, AND KEY NONCASH PERFORMANCE 
INDICATORS  

Management views certain accounting policies as critical because their application is the most relevant, judgmental, and/or material to 
our financial position and results of operations, and/or because they require the use of material judgments and estimates.  

We describe our significant accounting policies in Note 1 of the Notes to Consolidated Financial Statements.  We discuss choices 
among alternative accounting policies that are material to our financial statements and information concerning significant estimates 
with the audit committee of the Sempra Energy board of directors.    

 
CRITICAL ACCOUNTING POLICIES  
SEMPRA ENERGY, SDG&E AND SOCALGAS  

CONTINGENCIES  
Assumptions & Approach 
Used  

   We accrue losses for the estimated impacts of various conditions, situations or circumstances involving 
uncertain outcomes. For loss contingencies, we accrue the loss if an event has occurred on or before the 
balance sheet date and:  
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�  information available through the date we file our financial statements indicates it is probable that a loss 

has been incurred, given the likelihood of uncertain future events, and  

�  the amounts of the loss can be reasonably estimated.  

 
We do not accrue contingencies that might result in gains. We continuously assess contingencies for 
litigation claims, environmental remediation and other events.  

Effect if Different  
Assumptions Used  

   Details of our issues in this area are discussed in Note 17 of the Notes to Consolidated Financial 
Statements.  
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SEMPRA ENERGY, SDG&E AND SOCALGAS (CONTINUED)  

REGULATORY ACCOUNTING  
Assumptions & Approach 
Used  

   The Sempra Utilities record a regulatory asset if it is probable that, through the ratemaking process, the 
utility will recover that asset from customers. Similarly, regulatory liabilities are recorded for amounts 
recovered in rates in advance of the expenditure. The Sempra Utilities review probabilities associated with 
regulatory balances whenever new events occur, such as:  
 
�  changes in the regulatory environment or the utility's competitive position  

�  issuance of a regulatory commission order  

�  passage of new legislation  

 
To the extent that circumstances associated with regulatory balances change, the regulatory balances are 
adjusted accordingly.  

Effect if Different  
Assumptions Used  

   Details of the Sempra Utilities' regulatory assets and liabilities are discussed in Note 1 of the Notes to 
Consolidated Financial Statements.  

INCOME TAXES  
Assumptions & Approach 
Used  

   Our income tax expense and related balance sheet amounts involve significant management estimates 
and judgments. Amounts of deferred income tax assets and liabilities, as well as current and noncurrent 
accruals, involve judgments and estimates of the timing and probability of recognition of income and 
deductions by taxing authorities. When we evaluate the anticipated resolution of income tax issues, we 
consider  
 
�  past resolutions of the same or similar issue  

�  the status of any income tax examination in progress  

�  positions taken by taxing authorities with other taxpayers with similar issues  

 
The likelihood of deferred tax recovery is based on analyses of the deferred tax assets and our expectation 
of future taxable income, based on our strategic planning.  

Effect if Different  
Assumptions Used  

   Actual income taxes could vary from estimated amounts because of:  
   
�  future impacts of various items, including changes in tax laws  

�  our financial condition in future periods  

�  the resolution of various income tax issues between us and taxing authorities  

 
We discuss details of our issues in this area in Note 8 of the Notes to Consolidated Financial Statements.  
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SEMPRA ENERGY, SDG&E AND SOCALGAS (CONTINUED)  

INCOME TAXES (CONTINUED)  
Assumptions & Approach 
Used  

   For an uncertain position to qualify for benefit recognition, the position must have at least a "more likely 
than not" chance of being sustained (based on the position’s technical merits) upon challenge by the 
respective authorities. The term "more likely than not" means a likelihood of more than 50 percent. If we do 
not have a more likely than not position with respect to a tax position, then we do not recognize any of the 
potential tax benefit associated with the position. A tax position that meets the "more likely than not" 
recognition is measured as the largest amount of tax benefit that is greater than 50 percent likely of being 
realized upon the effective resolution of the tax position.  

Effect if Different  
Assumptions Used  

   Unrecognized tax benefits involve management’s judgment regarding the likelihood of the benefit being 
sustained. The final resolution of uncertain tax positions could result in adjustments to recorded amounts 
and may affect our results of operations, financial position and cash flows.  
 
We discuss additional information related to accounting for uncertainty in income taxes in Note 8 of the 
Notes to Consolidated Financial Statements.  

DERIVATIVES  
Assumptions & Approach 
Used  

   We value derivative instruments at fair value on the balance sheet. Depending on the purpose for the 
contract and the applicability of hedge accounting, the impact of instruments may be offset in earnings, on 
the balance sheet, or in other comprehensive income. We also use normal purchase or sale accounting for 
certain contracts. As discussed elsewhere in this report, whenever possible, we use exchange quotations 
or other third-party pricing to estimate fair values; if no such data is available, we use internally developed 
models and other techniques. The assumed collectability of derivative assets and receivables considers  
 
�  events specific to a given counterparty  

�  the tenor of the transaction  

�  the credit-worthiness of the counterparty  
Effect if Different  
Assumptions Used  

   The application of hedge accounting to certain derivatives and the normal purchase or sale election is 
made on a contract-by-contract basis. Using hedge accounting or the normal purchase or sale election in a 
different manner could materially impact our results of operations. The effects of derivatives accounting 
have a significant impact on Sempra Energy’s consolidated balance sheet but have no significant effect on 
the Sempra Utilities' results of operations because of regulatory accounting principles and the application 
of the normal purchase or sale election. We provide details of our financial instruments in Note 11 of the 
Notes to Consolidated Financial Statements.  

SEMPRA ENERGY, SDG&E AND SOCALGAS (CONTINUED)  

DEFINED BENEFIT PLANS  
Assumptions & Approach 
Used  

   To measure our pension and postretirement obligations, costs and liabilities, we rely on several 
assumptions. We consider current market conditions, including interest rates, in making these assumptions. 
 We annually review these assumptions prior to the beginning of each year and update when appropriate.  
 
The critical assumptions used to develop the required estimates include the following key factors:  
 
�  discount rate  

�  expected return on plan assets  

�  health-care cost trend rates  

�  mortality rates  

�  rate of compensation increases  

�  payout elections (lump sum or annuity)  
Effect if Different  
Assumptions Used  

   The actuarial assumptions we use may differ materially from actual results due to:  
 
�  return on plan assets  

�  changing market and economic conditions  

�  higher or lower withdrawal rates  

�  longer or shorter participant life spans  

�  more or fewer lump sum versus annuity payout elections made by plan participants  

�  retirement rates  

 
These differences, other than those related to the Sempra Utilities plans, where rate recovery offsets any 
effects of the assumptions on earnings, may result in a significant impact to the amount of pension and 
postretirement benefit expense we record. For the remaining plans, the approximate annual effect on 
earnings of a 25 basis point increase or decrease in the assumed discount rate would be $2 million and the 
effect of a 25 basis point increase or decrease in the assumed rate of return on plan assets would be less 
than $1 million.  
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We provide information about the impact of increases and decreases in the health-care cost trend rate in 
Note 9 of the Notes to Consolidated Financial Statements.  

SEMPRA ENERGY AND SDG&E  

ASSET RETIREMENT OBLIGATIONS  
Assumptions & Approach 
Used  

   SDG&E’s legal asset retirement obligations (AROs) related to the decommissioning of SONGS are 
recorded at fair value based on a site specific study performed every three years. The fair value of the 
obligations includes:  
 
�  estimated decommissioning costs, including labor, equipment, material and other disposal costs  

�  inflation adjustment applied to estimated cash flows  

�  discount rate based on a credit-adjusted risk-free rate  

�  expected date of decommissioning  
Effect if Different  
Assumptions Used  

   Changes in these factors could materially affect the obligation recorded to reflect the ultimate cost 
associated with retiring the assets. For example, if the discount rate increased by 100 basis points, this 
would decrease the balance for the ARO by 18 percent. Conversely, a decrease in the discount rate by 
100 basis points would increase the ARO by approximately 22 percent. However, due to regulatory 
recovery of SDG&E’s nuclear decommissioning expense, rate-making accounting treatment is applied to 
SDG&E’s nuclear decommissioning activities, so they have no impact on SDG&E’s reported earnings.  
 
We provide additional detail in Note 7 of the Notes to the Consolidated Financial Statements.    

SEMPRA ENERGY  

IMPAIRMENT TESTING OF LONG-LIVED ASSETS  
Assumptions & Approach 
Used  

   Whenever events or changes in circumstances indicate that an asset's carrying amount may not be 
recoverable, we consider if the estimated future undiscounted cash flows are less than the carrying amount 
of the assets.  If so, we estimate the fair value of these assets to determine the extent to which cost 
exceeds fair value.  For these estimates, we may consider data from multiple valuation methods, including 
data from market participants. We exercise judgment to estimate the future cash flows and the useful lives 
of long-lived assets and to determine our intent to use the assets. Our intent to use or dispose of assets is 
subject to re-evaluation and can change over time.  

Effect if Different  
Assumptions Used  

   If an impairment test is required, the fair value of long-lived assets can vary if differing estimates and 
assumptions are used in the applied valuation techniques. We discuss impairment of long-lived assets in 
Note 1 of the Notes to Consolidated Financial Statements.  

CARRYING VALUE OF EQUITY METHOD INVESTMENTS  
Assumptions & Approach 
Used  

   We account for investments under the equity method when we have an ownership interest of 20 to 50 
percent. The premium, or excess cost over the underlying carrying value of net assets, is referred to as 
equity method goodwill, which is included in the impairment testing of the equity method investment. We 
discuss goodwill related to unconsolidated subsidiaries in Note 4 of the Notes to Consolidated Financial 
Statements.  
 
We consider whether the fair value of each equity investment as a whole, not the underlying net assets, 
has declined and whether that decline is other than temporary.  To help evaluate whether a decline in fair 
value below cost has occurred and if the decline is other than temporary, we may develop fair value 
estimates for the investment. Our fair value estimates are developed from the perspective of a 
knowledgeable market participant. In the absence of observable transactions in the marketplace for similar 
investments, we consider an income-based approach such as discounted cash flow analysis or, with less 
weighting, the replacement cost of the underlying net assets.  A discounted cash flow analysis may be 
based directly on anticipated future distributions from the investment, or may be performed based on free 
cash flows generated within the entity and adjusted for our ownership share total. When calculating 
estimates of fair or realizable values, we also consider whether we intend to hold or sell the investment. For 
certain held investments, critical assumptions include  
 
�  the prospects for an energy trading enterprise  

�  the appropriate risk-adjusted discount rate  

�  the availability and costs of natural gas  

�  competing fuels (primarily propane) and electricity  
Effect if Different  
Assumptions Used  

 The risk assumptions applied by other market participants to value the investments could vary significantly 
or the appropriate approaches could be weighted differently.  These differences could impact whether or 
not the fair value of the investment is less than its cost, and if so, whether that condition is other than 
temporary.  This could result in an impairment charge or a different amount of impairment charge, and, in 
cases where an impairment charge has been recorded, additional loss or gain upon sale.  
 
We provide additional details in Note 4 of the Notes to Consolidated Financial Statements.  
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KEY NONCASH PERFORMANCE INDICATORS  

A discussion of key noncash performance indicators related to each business unit follows:  

Sempra Utilities  
Key noncash performance indicators include number of customers, and natural gas volumes and electricity sold. Additional noncash 
performance indicators include goals related to safety, customer service, customer reputation, environmental considerations, on-time 
and on-budget completion of major projects and initiatives, and in the case of SDG&E, electric reliability. We discuss natural gas 
volumes and electricity sold in "Results of Operations – Changes in Revenues, Costs and Earnings" above.  

Sempra Commodities  
Prior to the sale of our commodities-marketing businesses to RBS Sempra Commodities as discussed in Note 3, Sempra Commodities 
did not use noncash performance factors. Its key indicators were profit margins by product line and by geographic area.  

Sempra Generation  
Key noncash performance indicators include plant availability factors at the generating plants. For competitive reasons, Sempra 
Generation does not disclose its plant availability factors. Additional noncash performance indicators include goals related to safety 
and environmental considerations.  

Sempra Pipelines & Storage  
Key noncash performance indicators for Sempra Pipelines & Storage's consolidated operations include natural gas sales volume, 
facility availability, capacity utilization, and for some Mexican pipeline operations, customer count. We discuss these above in "Our 
Business" and "Factors Influencing Future Performance." Additional noncash performance indicators include goals related to safety, 
environmental considerations, and regulatory compliance.  

Sempra LNG  
Key noncash performance indicators include plant availability and capacity utilization. We discuss these above in "Our Business" and 
"Factors Influencing Future Performance." Additional noncash performance indicators include goals related to safety, environmental 
considerations, and on-time and on-budget completion of development projects.  

NEW ACCOUNTING STANDARDS  

We discuss the relevant pronouncements that have recently become effective and have had or may have a significant effect on our 
financial statements in Note 2 of the Notes to Consolidated Financial Statements.  

 
 
 

      
 
 

INFORMATION REGARDING FORWARD-LOOKING STATEMENTS  

We make statements in this report that are not historical fact and constitute forward-looking statements within the meaning of the 
Private Securities Litigation Reform Act of 1995. Forward-looking statements are necessarily based upon assumptions with respect to 
the future, involve risks and uncertainties, and are not guarantees of performance. These forward-looking statements represent our 
estimates and assumptions only as of the date of this report.  

In this report, when we use words such as "believes," "expects," "anticipates," "plans," "estimates," "projects," "contemplates," 
"intends," "depends," "should," "could," "would," "may," "potential," "target," "goals," or similar expressions, or when we discuss our 
strategy, plans or intentions, we are making forward-looking statements.  

Factors, among others, that could cause our actual results and future actions to differ materially from those described in forward-
looking statements include  

�  local, regional, national and international economic, competitive, political, legislative and regulatory conditions 
and developments;  

�  actions by the California Public Utilities Commission, the California State Legislature, the California Department 
of Water Resources, the Federal Energy Regulatory Commission, the Federal Reserve Board, and other regulatory 
and governmental bodies in the United States and other countries in which we operate;  

�  capital markets conditions and inflation, interest and exchange rates;  

�  energy and trading markets, including the timing and extent of changes and volatility in commodity prices;  

�  the availability of electric power, natural gas and liquefied natural gas;  

�  weather conditions and conservation efforts;  

�  war and terrorist attacks;  

�  business, regulatory, environmental and legal decisions and requirements;  

�  the status of deregulation of retail natural gas and electricity delivery;  

�  the timing and success of business development efforts;  

�  the resolution of litigation; and  
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�  other uncertainties, all of which are difficult to predict and many of which are beyond our control.  

We caution you not to rely unduly on any forward-looking statements. You should review and consider carefully the risks, 
uncertainties and other factors that affect our business as described in this report and other reports that we file with the Securities and 
Exchange Commission.  
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COMMON STOCK DATA  

SEMPRA ENERGY COMMON STOCK  

Our common stock is traded on the New York Stock Exchange. At February 23, 2010, there were 42,000 record holders of our 
common stock.  

The following table shows Sempra Energy quarterly common stock data:  

 

PE, SOCALGAS AND SDG&E COMMON STOCK  

Sempra Energy owns all of PE's issued and outstanding common stock. PE owns all of the common stock of SoCalGas. Enova 
Corporation, a wholly owned subsidiary of Sempra Energy, owns all of SDG&E’s issued and outstanding common stock.  

Information concerning dividend declarations for PE, SoCalGas and SDG&E is included in each of their "Statements of Consolidated 
Comprehensive Income and Changes in Equity" set forth in the Consolidated Financial Statements.  

DIVIDEND RESTRICTIONS  

The payment and the amount of future dividends for Sempra Energy, SDG&E, PE, and SoCalGas are within the discretion of their 
boards of directors. As a result of their projected capital expenditure programs, SDG&E elected to suspend the payment of dividends 
on its common stock to Sempra Energy in 2008 and 2007, and SoCalGas elected to suspend the payment of dividends on its common 
stock in 2009. However, in 2009, SDG&E paid dividends on its common stock to Sempra Energy due to the extended review period 
associated with the Sunrise Powerlink project and the resultant delay in initiating construction activities. Future common dividends 
from SDG&E, PE and SoCalGas may be limited to reduce the amount of debt financing required during periods of increased capital 
expenditures.  The CPUC’s regulation of the Sempra Utilities’ capital structures limits the amounts that the Sempra Utilities can pay 
us in the form of loans and dividends.  

 

 
 

   First  Second Third Fourth 
   Quarter  Quarter Quarter Quarter 

2009                           
Market price                          
    High  $   46.96  $   50.90  $   53.00  $   57.18  
    Low  $   36.43  $   43.94  $   46.84  $   48.90  
                           
2008                           
Market price                          
    High  $   63.00  $   59.96  $   58.99  $   51.21  
    Low  $   48.58  $   53.02  $   43.35  $   34.29  

We declared dividends of $0.39 per share in each quarter of 2009. We declared 
dividends of $0.32 per share in the first quarter of 2008 and $0.35 per share in each of 
the remaining quarters of 2008.  
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PERFORMANCE GRAPH -- COMPARATIVE TOTAL SHAREHOLDER RETURNS  

The following graph (Figure 2) compares the percentage change in the cumulative total shareholder return on Sempra Energy common 
stock for the five-year period ending December 31, 2009, with the performance over the same period of the Standard & Poor's 500 
Index and the Standard & Poor's 500 Utilities Index.  

These returns were calculated assuming an initial investment of $100 in our common stock, the S&P 500 Index and the S&P 500 
Utilities Index on December 31, 2004, and the reinvestment of all dividends.  

 
 

  

 
Figure 2: Comparison of Cumulative Five-Year Total Return  
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FIVE-YEAR SUMMARIES  

The following tables present selected financial data of Sempra Energy, SDG&E, PE and SoCalGas for the five years ended December 
31, 2009. The data is derived from the audited consolidated financial statements of each company. You should read this information in 
conjunction with "Management's Discussion and Analysis of Financial Condition and Results of Operations" and the consolidated 
financial statements and notes contained in this Annual Report.  

 

 
We discuss the impact of natural gas prices on revenues in 2009 and 2008 in “Changes in Revenues, Costs and Earnings”  in 

FIVE-YEAR SUMMARY OF SELECTED FINANCIAL DATA FOR SE MPRA ENERGY  
(In millions, except for per share amounts)  

   At December 31 or for the years then ended  

   2009   2008   2007   2006   2005   

Sempra Energy Consolidated                                           
Revenues                                           
Sempra Utilities:                                           
    Natural gas  $   3,801     $   5,419     $   4,869     $   4,763     $   5,253     
    Electric      2,419         2,553         2,184         2,136         1,789     

Sempra Global and parent      1,886         2,786         4,385         4,862         4,470     

    Total revenues  $   8,106     $   10,758     $   11,438     $   11,761     $   11,512     

                                           
Income from continuing operations(1)  $   1,122     $   1,068     $   1,118     $   1,101     $   923     
Losses from continuing operations 
attributable to noncontrolling interests(1)      7         55         17         -         -     

Preferred dividends of subsidiaries      (10)        (10)        (10)        (10)        (10)    

Income from continuing operations 
attributable to common shares(1)  $   1,119     $   1,113     $   1,125     $   1,091     $   913     

                                           
Net income(1)  $   1,122     $   1,068     $   1,092     $   1,416     $   930     
Earnings attributable to common shares(1)  $   1,119     $   1,113     $   1,099     $   1,406     $   920     
                                           
Attributable to common shares:                                          
    Income from continuing operations:                                          
        Basic  $   4.60     $   4.50     $   4.34     $   4.25     $   3.71     
        Diluted  $   4.52     $   4.43     $   4.26     $   4.17     $   3.62     
    Earnings:                                          
        Basic  $   4.60     $   4.50     $   4.24     $   5.48     $   3.74     
        Diluted  $   4.52     $   4.43     $   4.16     $   5.38     $   3.65     
                                           
Dividends declared per common share  $   1.56     $   1.37     $   1.24     $   1.20     $   1.16     
Return on common equity      13.2  %      13.6  %      13.9  %      20.6  %      16.7  %  
Effective income tax rate(1)      29  %      30  %      34  %      33  %      4  %  
Price range of common shares:                                          
    High  $   57.18     $   63.00     $   66.38     $   57.35     $   47.86     
    Low      36.43         34.29         50.95         42.90         35.53     
                                           
Weighted average rate base                                          
    SoCalGas  $   2,758     $   2,702     $   2,642     $   2,477     $   2,386     
    SDG&E  $   4,362     $   4,050     $   3,846     $   3,474     $   2,902     
                                           
AT DECEMBER 31                                          
Current assets  $   2,295     $   2,476     $   9,964     $  10,766     $  12,827     
Total assets  $  28,512     $  26,400     $  28,717     $  27,699     $  28,246     
Current liabilities  $   3,888     $   3,612     $   9,020     $   9,099     $  11,253     
Long-term debt (excludes current portion)  $   7,460     $   6,544     $   4,553     $   4,525     $   4,815     
Short-term debt(2)  $   1,191     $   913     $   1,071     $   933     $   1,141     
Contingently redeemable preferred stock of 
subsidiary(1)  $   79     $   79     $   79     $   79     $   79     
Sempra Energy shareholders' equity  $   9,007     $   7,969     $   8,339     $   7,511     $   6,160     
Common shares outstanding      246.5         243.3         261.2         262.0         257.2     
Book value per share  $   36.54     $   32.75     $   31.93     $   28.67     $   23.95     

(1) As adjusted in 2005 through 2008 for the retrospective adoption of ASC 810 (SFAS 160).  
(2) Includes long-term debt due within one year.  
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“Management’s Discussion and Analysis of Financial Condition and Results of Operations.”  

On April 1, 2008, we sold our commodities-marketing businesses into a joint venture, and began accounting for these businesses 
under the equity method. We discuss this transaction further in Notes 3 and 4 of the Notes to Consolidated Financial Statements.  

We discuss discontinued operations in Note 5 of the Notes to Consolidated Financial Statements, and litigation and other 
contingencies in Note 17 of the Notes to Consolidated Financial Statements.  

Net Income and Earnings Attributable to Common Shares in 2006 include $315 million in after-tax income from discontinued 
operations, primarily due to asset sales.  
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FIVE-YEAR SUMMARIES (CONTINUED)  

 

 
We discuss the impact of natural gas prices on revenues in 2009 and 2008 in “Changes in Revenues, Costs and Earnings” in 
“Management’s Discussion and Analysis of Financial Condition and Results of Operations.” We do not provide per-share data for 
SDG&E, Pacific Enterprises and SoCalGas, because the common stock of each of them is directly or indirectly wholly owned by 
Sempra Energy.  

We discuss litigation and other contingencies in Note 17 of the Notes to Consolidated Financial Statements.  

 
 

CONTROLS AND PROCEDURES  

EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES  

SEMPRA ENERGY, SDG&E, PE, SOCALGAS  

FIVE-YEAR SUMMARIES OF SELECTED FINANCIAL DATA FOR SDG&E, PE AND SOCALGAS  
(Dollars in millions)  

   At December 31 or for the years then ended  

   2009   2008   2007   2006   2005   

SDG&E                                
Statement of Operations Data:                                
    Operating revenues  $   2,916  $   3,251  $   2,852  $   2,785  $   2,512  
    Operating income  $   589  $   570  $   500  $   477  $   393  
    Dividends on preferred stock  $   5  $   5  $   5  $   5  $   5  
    Earnings attributable to common shares  $   344  $   339  $   283  $   237  $   262  
                                 
Balance Sheet Data:                                
    Total assets  $   10,229  $   9,079  $   8,499  $   7,794  $   7,489  
    Long-term debt (excludes current portion)  $   2,623  $   2,142  $   1,958  $   1,638  $   1,455  
    Short-term debt(1)  $   78  $   2  $   -  $   138  $   66  
    Preferred stock subject to mandatory                                
      redemption  $   -  $   -  $   14  $   17  $   19  
    Contingently redeemable preferred stock(2)  $   79  $   79  $   79  $   79  $   79  
    SDG&E shareholders' equity(2)  $   2,739  $   2,542  $   2,200  $   1,915  $   1,483  

PE                                
Statement of Operations Data:                                
    Operating revenues  $   3,355  $   4,768  $   4,282  $   4,181  $   4,617  
    Operating income  $   476  $   435  $   436  $   439  $   347  
    Dividends on preferred stock  $   4  $   4  $   4  $   4  $   4  
    Earnings attributable to common shares  $   265  $   248  $   238  $   235  $   221  
                                 
Balance Sheet Data:                                
    Total assets  $   7,834  $   7,907  $   6,802  $   6,841  $   6,531  
    Long-term debt (excludes current portion)  $   1,283  $   1,270  $   1,113  $   1,107  $   1,100  
    Short-term debt(1)  $   11  $   100  $   -  $   -  $   96  
    PE shareholders' equity(2)  $   2,208  $   1,940  $   1,916  $   1,930  $   1,834  

SoCalGas                                
Statement of Operations Data:                                
    Operating revenues  $   3,355  $   4,768  $   4,282  $   4,181  $   4,617  
    Operating income  $   476  $   434  $   437  $   439  $   347  
    Dividends on preferred stock  $   1  $   1  $   1  $   1  $   1  
    Earnings attributable to common shares  $   273  $   244  $   230  $   223  $   211  
                                 
Balance Sheet Data:                                
    Total assets  $   7,287  $   7,351  $   6,406  $   6,359  $   6,007  
    Long-term debt (excludes current portion)  $   1,283  $   1,270  $   1,113  $   1,107  $   1,100  
    Short-term debt(1)  $   11  $   100  $   -  $   -  $   96  
    SoCalGas shareholders' equity  $   1,766  $   1,490  $   1,470  $   1,490  $   1,417  

(1) Includes long-term debt due within one year.  
(2) As adjusted in 2005 through 2008 for the retrospective adoption of ASC 810 (SFAS 160).  
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Sempra Energy, SDG&E, PE and SoCalGas have designed and maintain disclosure controls and procedures to ensure that information 
required to be disclosed in their respective reports is recorded, processed, summarized and reported within the time periods specified 
in the rules and forms of the Securities and Exchange Commission and is accumulated and communicated to the management of each 
company, including each respective Chief Executive Officer and Chief Financial Officer, to allow timely decisions regarding required 
disclosure. In designing and evaluating these controls and procedures, the management of each company recognizes that any system of 
controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the desired 
control objectives; therefore, the management of each company applies judgment in evaluating the cost-benefit relationship of other 
possible controls and procedures.  

Under the supervision and with the participation of management, including the Chief Executive Officers and Chief Financial Officers 
of Sempra Energy, SDG&E, PE and SoCalGas, each company evaluated the effectiveness of the design and operation of its disclosure 
controls and procedures as of December 31, 2009, the end of the period covered by this report. Based on these evaluations, the Chief 
Executive Officers and Chief Financial Officers of Sempra Energy, SDG&E, PE and SoCalGas concluded that their respective 
company's disclosure controls and procedures were effective at the reasonable assurance level.  

MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING  

SEMPRA ENERGY, SDG&E, PE, SOCALGAS  

The respective management of each company is responsible for establishing and maintaining adequate internal control over financial 
reporting, as defined in Exchange Act Rules 13a-15(f). Under the supervision and with the participation of the management of each 
company, including each company's principal executive officer and principal financial officer, the effectiveness of each company's 
internal control over financial reporting was evaluated based on the framework in Internal Control -- Integrated Framework issued by 
the Committee of Sponsoring Organizations of the Treadway Commission. Based on the evaluations, each company concluded that its 
internal control over financial reporting was effective as of December 31, 2009. Deloitte & Touche, LLP audited the effectiveness of 
each company's internal control over financial reporting as of December 31, 2009, as stated in their reports, which are included in this 
Annual Report.  

There have been no changes in the companies' internal control over financial reporting during the most recent fiscal quarter that have 
materially affected, or are reasonably likely to materially affect, the companies' internal control over financial reporting.  

CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL 
DISCLOSURE  

Not applicable.  

 
 
 

      
 
 

REPORTS OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM  

SEMPRA ENERGY  

To the Board of Directors and Shareholders of Sempra Energy:  
We have audited the internal control over financial reporting of Sempra Energy and subsidiaries (the "Company") as of December 31, 
2009, based on criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission.  The Company's management is responsible for maintaining effective internal control 
over financial reporting and for its assessment of the effectiveness of internal control over financial reporting, included in the 
accompanying Management’s Report on Internal Control over Financial Reporting.  Our responsibility is to express an opinion on the 
Company's internal control over financial reporting based on our audit.  

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States).  Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over 
financial reporting was maintained in all material respects.  Our audit included obtaining an understanding of internal control over 
financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating effectiveness of 
internal control based on the assessed risk, and performing such other procedures as we considered necessary in the circumstances.  
We believe that our audit provides a reasonable basis for our opinion.  

A company's internal control over financial reporting is a process designed by, or under the supervision of, the company's principal 
executive and principal financial officers, or persons performing similar functions, and effected by the company's board of directors, 
management, and other personnel to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles.  A company's internal control 
over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that 
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting 
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management 
and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized 
acquisition, use, or disposition of the company's assets that could have a material effect on the financial statements.  

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper 
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management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely basis.  
Also, projections of any evaluation of the effectiveness of the internal control over financial reporting to future periods are subject to 
the risk that the controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies 
or procedures may deteriorate.  

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of December 31, 
2009, based on the criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission.  

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 
consolidated financial statements as of and for the year ended December 31, 2009 of the Company and our report dated February 25, 
2010, expressed an unqualified opinion on those financial statements.  

 
/S/ DELOITTE & TOUCHE LLP  
 
San Diego, California  
February 25, 2010  
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To the Board of Directors and Shareholders of Sempra Energy:  
We have audited the accompanying consolidated balance sheets of Sempra Energy and subsidiaries (the "Company") as of December 
31, 2009 and 2008, and the related consolidated statements of operations, comprehensive income and changes in equity, and cash 
flows for each of the three years in the period ended December 31, 2009.  These financial statements are the responsibility of the 
Company's management. Our responsibility is to express an opinion on these financial statements based on our audits.  

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).  
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are 
free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements.  An audit also includes assessing the accounting principles used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation.  We believe that our audits provide a reasonable basis for our 
opinion.  

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Sempra Energy 
and subsidiaries as of December 31, 2009 and 2008, and the results of their operations and their cash flows for each of the three years 
in the period ended December 31, 2009, in conformity with accounting principles generally accepted in the United States of America.  

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 
Company's internal control over financial reporting as of December 31, 2009, based on the criteria established in Internal Control—
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated 
February 25, 2010 expressed an unqualified opinion on the Company's internal control over financial reporting.  

 
/S/ DELOITTE & TOUCHE LLP  
 
San Diego, California  
February 25, 2010  
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SAN DIEGO GAS & ELECTRIC COMPANY  

To the Board of Directors and Shareholders of San Diego Gas & Electric Company:  
We have audited the internal control over financial reporting of San Diego Gas & Electric Company and subsidiary (the "Company") 
as of December 31, 2009, based on criteria established in Internal Control — Integrated Framework issued by the Committee of 
Sponsoring Organizations of the Treadway Commission.  The Company's management is responsible for maintaining effective 
internal control over financial reporting and for its assessment of the effectiveness of internal control over financial reporting, included 
in the accompanying Management’s Report on Internal Control over Financial Reporting.  Our responsibility is to express an opinion 
on the Company's internal control over financial reporting based on our audit.  

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States).  Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over 
financial reporting was maintained in all material respects.  Our audit included obtaining an understanding of internal control over 
financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating effectiveness of 
internal control based on the assessed risk, and performing such other procedures as we considered necessary in the circumstances.  
We believe that our audit provides a reasonable basis for our opinion.  

A company's internal control over financial reporting is a process designed by, or under the supervision of, the company's principal 
executive and principal financial officers, or persons performing similar functions, and effected by the company's board of directors, 
management, and other personnel to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles.  A company's internal control 
over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that 
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting 
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management 
and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized 
acquisition, use, or disposition of the company's assets that could have a material effect on the financial statements.  

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper 
management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely basis.  
Also, projections of any evaluation of the effectiveness of the internal control over financial reporting to future periods are subject to 
the risk that the controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies 
or procedures may deteriorate.  

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of December 31, 
2009, based on the criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission.  

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 
consolidated financial statements as of and for the year ended December 31, 2009 of the Company and our report dated February 25, 
2010, expressed an unqualified opinion on those financial statements.  

 
/S/ DELOITTE & TOUCHE LLP  
 
San Diego, California  
February 25, 2010  
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To the Board of Directors and Shareholders of San Diego Gas & Electric Company:  
We have audited the accompanying consolidated balance sheets of San Diego Gas & Electric Company and subsidiary (the 
"Company") as of December 31, 2009 and 2008, and the related consolidated statements of operations, comprehensive income and 
changes in equity, and cash flows for each of the three years in the period ended December 31, 2009.  These financial statements are 
the responsibility of the Company's management. Our responsibility is to express an opinion on these financial statements based on 
our audits.  

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).  
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are 
free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements.  An audit also includes assessing the accounting principles used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation.  We believe that our audits provide a reasonable basis for our 
opinion.  

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of San Diego Gas & 
Electric Company and subsidiary as of December 31, 2009 and 2008, and the results of their operations and their cash flows for each 
of the three years in the period ended December 31, 2009, in conformity with accounting principles generally accepted in the United 
States of America.  

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 
Company's internal control over financial reporting as of December 31, 2009, based on the criteria established in Internal Control—
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated 
February 25, 2010 expressed an unqualified opinion on the Company's internal control over financial reporting.  

 
/S/ DELOITTE & TOUCHE LLP  
 
San Diego, California  
February 25, 2010  
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PACIFIC ENTERPRISES  

To the Board of Directors and Shareholders of Pacific Enterprises:  
We have audited the internal control over financial reporting of Pacific Enterprises and subsidiaries (the "Company") as of December 
31, 2009, based on criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission.  The Company's management is responsible for maintaining effective internal control 
over financial reporting and for its assessment of the effectiveness of internal control over financial reporting, included in the 
accompanying Management’s Report on Internal Control over Financial Reporting.  Our responsibility is to express an opinion on the 
Company's internal control over financial reporting based on our audit.  

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States).  Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over 
financial reporting was maintained in all material respects.  Our audit included obtaining an understanding of internal control over 
financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating effectiveness of 
internal control based on the assessed risk, and performing such other procedures as we considered necessary in the circumstances.  
We believe that our audit provides a reasonable basis for our opinion.  

A company's internal control over financial reporting is a process designed by, or under the supervision of, the company's principal 
executive and principal financial officers, or persons performing similar functions, and effected by the company's board of directors, 
management, and other personnel to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles.  A company's internal control 
over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that 
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting 
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management 
and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized 
acquisition, use, or disposition of the company's assets that could have a material effect on the financial statements.  

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper 
management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely basis.  
Also, projections of any evaluation of the effectiveness of the internal control over financial reporting to future periods are subject to 
the risk that the controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies 
or procedures may deteriorate.  

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of December 31, 
2009, based on the criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission.  

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 
consolidated financial statements as of and for the year ended December 31, 2009 of the Company and our report dated February 25, 
2010, expressed an unqualified opinion on those financial statements.  

 
/S/ DELOITTE & TOUCHE LLP  
 
San Diego, California  
February 25, 2010  
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To the Board of Directors and Shareholders of Pacific Enterprises:  
We have audited the accompanying consolidated balance sheets of Pacific Enterprises and subsidiaries (the "Company") as of 
December 31, 2009 and 2008, and the related consolidated statements of operations, comprehensive income and changes in equity, 
and cash flows for each of the three years in the period ended December 31, 2009.  These financial statements are the responsibility of 
the Company's management. Our responsibility is to express an opinion on these financial statements based on our audits.  

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).  
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are 
free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements.  An audit also includes assessing the accounting principles used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation.  We believe that our audits provide a reasonable basis for our 
opinion.  

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Pacific 
Enterprises and subsidiaries as of December 31, 2009 and 2008, and the results of their operations and their cash flows for each of the 
three years in the period ended December 31, 2009, in conformity with accounting principles generally accepted in the United States 
of America.  

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 
Company's internal control over financial reporting as of December 31, 2009, based on the criteria established in Internal Control—
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated 
February 25, 2010 expressed an unqualified opinion on the Company's internal control over financial reporting.  

 
/S/ DELOITTE & TOUCHE LLP  
 
San Diego, California  
February 25, 2010  
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SOUTHERN CALIFORNIA GAS COMPANY  

To the Board of Directors and Shareholders of Southern California Gas Company:  
We have audited the internal control over financial reporting of Southern California Gas Company and subsidiaries (the "Company") 
as of December 31, 2009, based on criteria established in Internal Control — Integrated Framework issued by the Committee of 
Sponsoring Organizations of the Treadway Commission.  The Company's management is responsible for maintaining effective 
internal control over financial reporting and for its assessment of the effectiveness of internal control over financial reporting, included 
in the accompanying Management’s Report on Internal Control over Financial Reporting.  Our responsibility is to express an opinion 
on the Company's internal control over financial reporting based on our audit.  

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States).  Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over 
financial reporting was maintained in all material respects.  Our audit included obtaining an understanding of internal control over 
financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating effectiveness of 
internal control based on the assessed risk, and performing such other procedures as we considered necessary in the circumstances.  
We believe that our audit provides a reasonable basis for our opinion.  

A company's internal control over financial reporting is a process designed by, or under the supervision of, the company's principal 
executive and principal financial officers, or persons performing similar functions, and effected by the company's board of directors, 
management, and other personnel to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles.  A company's internal control 
over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that 
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting 
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management 
and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized 
acquisition, use, or disposition of the company's assets that could have a material effect on the financial statements.  

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper 
management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely basis.  
Also, projections of any evaluation of the effectiveness of the internal control over financial reporting to future periods are subject to 
the risk that the controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies 
or procedures may deteriorate.  

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of December 31, 
2009, based on the criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission.  

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 
consolidated financial statements as of and for the year ended December 31, 2009 of the Company and our report dated February 25, 
2010, expressed an unqualified opinion on those financial statements.  

 
/S/ DELOITTE & TOUCHE LLP  
 
San Diego, California  
February 25, 2010  
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To the Board of Directors and Shareholders of Southern California Gas Company:  
We have audited the accompanying consolidated balance sheets of Southern California Gas Company and subsidiaries (the 
"Company") as of December 31, 2009 and 2008, and the related consolidated statements of operations, comprehensive income and 
changes in shareholders' equity, and cash flows for each of the three years in the period ended December 31, 2009.  These financial 
statements are the responsibility of the Company's management. Our responsibility is to express an opinion on these financial 
statements based on our audits.  

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).  
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are 
free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements.  An audit also includes assessing the accounting principles used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation.  We believe that our audits provide a reasonable basis for our 
opinion.  

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Southern 
California Gas Company and subsidiaries as of December 31, 2009 and 2008, and the results of their operations and their cash flows 
for each of the three years in the period ended December 31, 2009, in conformity with accounting principles generally accepted in the 
United States of America.  

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 
Company's internal control over financial reporting as of December 31, 2009, based on the criteria established in Internal Control—
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated 
February 25, 2010 expressed an unqualified opinion on the Company's internal control over financial reporting.  

 
/S/ DELOITTE & TOUCHE LLP  
 
San Diego, California  
February 25, 2010  
 
 
 
 
SEMPRA ENERGY  
CONSOLIDATED STATEMENTS OF OPERATIONS  
(Dollars in millions, except per share amounts)  

   Years ended December 31,  

   2009   2008*  2007*  

      

REVENUES                    
Sempra Utilities  $   6,220  $   7,972  $   7,053  

Sempra Global and parent      1,886      2,786      4,385  

    Total revenues      8,106      10,758      11,438  

EXPENSES AND OTHER INCOME                    
Sempra Utilities:                    
    Cost of natural gas      (1,530)     (3,244)     (2,763) 
    Cost of electric fuel and purchased power      (672)     (900)     (699) 
Sempra Global and parent:                    
    Cost of natural gas, electric fuel and purchased power      (976)     (1,671)     (1,302) 
    Other cost of sales      (80)     (182)     (988) 
Operation and maintenance      (2,474)     (2,536)     (3,032) 
Depreciation and amortization      (775)     (687)     (686) 
Franchise fees and other taxes      (296)     (312)     (295) 
Gains on sale of assets      3      114      6  
Write-off of long-lived assets      (132)     -      -  
Equity earnings (losses):                    
    RBS Sempra Commodities LLP      463      383      -  
    Other      36      37      (9) 
Other income (expense), net      149      (109)     73  
Interest income      21      45      72  

Interest expense      (367)     (253)     (272) 

Income from continuing operations before income taxes and                    
    equity earnings of certain unconsolidated subsidiaries      1,476      1,443      1,543  
Income tax expense      (422)     (438)     (524) 

Equity earnings, net of income tax      68      63      99  

Income from continuing operations      1,122      1,068      1,118  

Discontinued operations, net of income tax      -      -      (26) 

Net income      1,122      1,068      1,092  
Losses attributable to noncontrolling interests      7      55      17  
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Preferred dividends of subsidiaries      (10)     (10)     (10) 

Earnings  $   1,119  $   1,113  $   1,099  

                     
Basic earnings per common share:                    
    Continuing operations attributable to common shares  $   4.60  $   4.50  $   4.34  

    Discontinued operations, net of income tax      -      -      (0.10) 

    Basic earnings per common share  $   4.60  $   4.50  $   4.24  

    Weighted-average number of shares outstanding (thousands)      243,339      247,387      259,269  

                     
Diluted earnings per common share:                    
    Continuing operations attributable to common shares  $   4.52  $   4.43  $   4.26  

    Discontinued operations, net of income tax      -      -      (0.10) 

    Diluted earnings per common share  $   4.52  $   4.43  $   4.16  

    Weighted-average number of shares outstanding (thousands)      247,384      251,159      264,004  

                     
Dividends declared per share of common stock  $   1.56  $   1.37  $   1.24  

* As adjusted for the retrospective adoption of ASC 810 (SFAS 160).  
See Notes to Consolidated Financial Statements.  
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SEMPRA ENERGY  
CONSOLIDATED BALANCE SHEETS  
(Dollars in millions)  

   December 31,  December 31,  

   2009   2008   

ASSETS              
Current assets:              
    Cash and cash equivalents  $   110  $   331  
    Short-term investments      -      176  
    Restricted cash      35      27  
    Trade accounts receivable, net      971      903  
    Other accounts and notes receivable, net      159      78  
    Due from unconsolidated affiliates      41      4  
    Income taxes receivable      221      195  
    Deferred income taxes      10      31  
    Inventories      197      320  
    Regulatory assets      54      121  
    Fixed-price contracts and other derivatives      77      160  
    Insurance receivable related to wildfire litigation (Note 17)      273      -  

    Other      147      130  

        Total current assets      2,295      2,476  

               
Investments and other assets:              
    Regulatory assets arising from fixed-price contracts and other derivatives      241      264  
    Regulatory assets arising from pension and other postretirement              
        benefit obligations      959      1,188  
    Other regulatory assets      603      534  
    Nuclear decommissioning trusts      678      577  
    Investment in RBS Sempra Commodities LLP      2,172      2,082  
    Other investments      2,151      1,166  
    Goodwill and other intangible assets      524      539  

    Sundry      608      709  

        Total investments and other assets      7,936      7,059  

               
Property, plant and equipment:              
    Property, plant and equipment      25,034      23,153  

    Less accumulated depreciation and amortization      (6,753)     (6,288) 

        Property, plant and equipment, net      18,281      16,865  

Total assets  $   28,512  $   26,400  

See Notes to Consolidated Financial Statements.  
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SEMPRA ENERGY  
CONSOLIDATED BALANCE SHEETS  
(Dollars in millions)  

   December 31,  December 31,  

   2009   2008*  

LIABILITIES AND EQUITY              
Current liabilities:              
    Short-term debt  $   618  $   503  
    Accounts payable - trade      522      606  
    Accounts payable - other      171      250  
    Due to unconsolidated affiliates      29      38  
    Dividends and interest payable      190      156  
    Accrued compensation and benefits      264      280  
    Regulatory balancing accounts, net      382      335  
    Current portion of long-term debt      573      410  
    Fixed-price contracts and other derivatives      95      180  
    Customer deposits      145      170  
    Reserve for wildfire litigation (Note 17)      270      -  

    Other      629      684  

        Total current liabilities      3,888      3,612  

Long-term debt      7,460      6,544  

               
Deferred credits and other liabilities:              
    Due to unconsolidated affiliate      2      102  
    Customer advances for construction      146      155  
    Pension and other postretirement benefit obligations, net of plan assets      1,252      1,487  
    Deferred income taxes      1,318      946  
    Deferred investment tax credits      54      57  
    Regulatory liabilities arising from removal obligations      2,557      2,430  
    Asset retirement obligations      1,277      1,159  
    Other regulatory liabilities      181      219  
    Fixed-price contracts and other derivatives      312      392  

    Deferred credits and other      735      909  

        Total deferred credits and other liabilities      7,834      7,856  

Contingently redeemable preferred stock of subsidiary      79      79  

               
Commitments and contingencies (Note 17)              
               
Equity:              
    Preferred stock (50 million shares authorized; none issued)      -      -  
    Common stock (750 million shares authorized; 247 million and 243 million              
        shares outstanding at December 31, 2009 and December 31, 2008, respectively;              
        no par value)      2,418      2,265  
    Retained earnings      6,971      6,235  
    Deferred compensation      (13)     (18) 

    Accumulated other comprehensive income (loss)      (369)     (513) 

        Total Sempra Energy shareholders' equity      9,007      7,969  
    Preferred stock of subsidiaries      100      100  

    Other noncontrolling interests      144      240  

        Total equity      9,251      8,309  

Total liabilities and equity  $   28,512  $   26,400  

* As adjusted for the retrospective adoption of ASC 810 (SFAS 160).  
See Notes to Consolidated Financial Statements.  
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SEMPRA ENERGY  
STATEMENTS OF CONSOLIDATED CASH FLOWS  
(Dollars in millions)  

   Years ended December 31,  

   2009   2008*  2007*  

CASH FLOWS FROM OPERATING ACTIVITIES                    
    Net income  $   1,122  $   1,068  $   1,092  
    Adjustments to reconcile net income to net cash provided                    
        by operating activities:                    
            Discontinued operations      -      -      26  
            Depreciation and amortization      775      687      686  
            Gains on sale of assets      (3)     (114)     (6) 
            Deferred income taxes and investment tax credits      295      324      149  
            Noncash rate-reduction bond expense      -      -      55  
            Equity earnings      (567)     (483)     (90) 
            Write-off of long-lived assets      132      -      -  
            Fixed-price contracts and other derivatives      (30)     46      8  
            Other      (45)     150      55  
    Net change in other working capital components      (256)     (483)     25  
    Distributions from RBS Sempra Commodities LLP      407      85      -  
    Changes in other assets      139      (15)     22  

    Changes in other liabilities      (94)     (74)     79  

        Net cash provided by continuing operations      1,875      1,191      2,101  

        Net cash used in discontinued operations      -      -      (3) 

        Net cash provided by operating activities      1,875      1,191      2,098  

                     
CASH FLOWS FROM INVESTING ACTIVITIES                    
    Expenditures for property, plant and equipment      (1,912)     (2,061)     (2,011) 
    Proceeds from sale of assets from continuing operations, net of cash sold      179      2,295      103  
    Expenditures for investments and acquisition of businesses,                    
        net of cash acquired      (939)     (2,675)     (121) 
    Distributions from investments      23      34      18  
    Purchases of nuclear decommissioning and other trust assets      (267)     (485)     (646) 
    Proceeds from sales by nuclear decommissioning and other trusts      230      469      613  
    Decrease in notes receivable from unconsolidated affiliate      100      60      -  
    Purchase of bonds issued by unconsolidated affiliate      (50)     -      -  

    Other      (36)     (23)     (29) 

        Net cash used in investing activities      (2,672)     (2,386)     (2,073) 

                     
CASH FLOWS FROM FINANCING ACTIVITIES                    
    Common dividends paid      (341)     (339)     (316) 
    Preferred dividends paid by subsidiaries      (10)     (10)     (10) 
    Issuances of common stock      73      18      40  
    Repurchases of common stock      (22)     (1,018)     (185) 
    Issuances of debt (maturities greater than 90 days)      2,151      1,706      404  
    Payments on debt (maturities greater than 90 days)      (435)     (19)     (1,072) 
    (Decrease) increase in short-term debt, net      (659)     564      812  
    Payments on notes payable to unconsolidated affiliate      (100)     (60)     -  
    Purchase of noncontrolling interest      (94)     -      -  

    Other      13      16      21  

        Net cash provided by (used in) financing activities      576      858      (306) 

Decrease in cash and cash equivalents      (221)     (337)     (281) 
Cash and cash equivalents, January 1      331      668      920  
Cash assumed in connection with initial consolidation of variable                    

    interest entity      -      -      29  

Cash and cash equivalents, December 31  $   110  $   331  $   668  

* As adjusted for the retrospective adoption of ASC 810 (SFAS 160).  
See Notes to Consolidated Financial Statements.  
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SEMPRA ENERGY  
STATEMENTS OF CONSOLIDATED CASH FLOWS (CONTINUED)  
(Dollars in millions)  

   Years ended December 31,  

   2009   2008*  2007   

CHANGES IN OTHER WORKING CAPITAL COMPONENTS                    
(Excluding cash and cash equivalents, and debt due within one year)                    
    Accounts and notes receivable  $   (190) $   110  $   (63) 
    Net trading assets      -      (4)     303  
    Income taxes, net      (17)     13      (73) 
    Inventories      124      (75)     (9) 
    Regulatory balancing accounts      42      (138)     120  
    Regulatory assets and liabilities      (1)     1      -  
    Other current assets      685      71      (109) 
    Accounts payable      (109)     (526)     (82) 

    Other current liabilities      (790)     65      (62) 

        Net changes in other working capital components  $   (256) $   (483) $   25  

                     

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION                    
    Interest payments, net of amounts capitalized  $   326  $   233  $   380  
    Income tax payments, net of refunds      112      114      443  
                     
SUPPLEMENTAL DISCLOSURE OF NONCASH ACTIVITIES                    
    Acquisition of business:                    
        Assets acquired  $   -  $   1,307  $   -  
        Cash paid, net of cash acquired      -      (495)     -  

        Noncontrolling interests      -      (86)     -  

        Liabilities assumed  $   -  $   726  $   -  

                     
    Increase in capital lease obligations for investments in property, plant and                    
        equipment  $   50  $   -  $   -  
    Dividends declared but not paid      99      88      84  
    Fair value of stock received for services rendered      -      -      32  
    Fair value of stock received for sale of investments      -      -      26  

* As adjusted for the retrospective adoption of ASC 810 (SFAS 160).  
See Notes to Consolidated Financial Statements.  
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SEMPRA ENERGY  
STATEMENTS OF CONSOLIDATED COMPREHENSIVE INCOME AND  CHANGES IN EQUITY  
(Dollars in millions)  

   Years ended December 31, 2009, 2008* and 2007*  

               Deferred  Accumulated           

               Compen-  Other  Sempra        

               sation  Compre-  Energy  Non-     

   Common  Retained  Relating to  hensive  Shareholders'  controlling  Total  

   Stock  Earnings  ESOP  Income (Loss)  Equity  Interests  Equity  

Balance at December 31, 2006  $  3,245  $  4,681  $  (25) $  (390) $   7,511  $  111  $   7,622  

                                     
Net income (loss)          1,109               1,109     (17)    1,092  
Comprehensive income adjustments:                                    
    Foreign currency translation adjustments                    38     38          38  
    Available-for-sale securities                    10     10          10  
    Pension and other postretirement benefits                   15     15          15  

    Financial instruments                    26     26          26  

Comprehensive income (loss)                    89     1,198     (17)    1,181  

                                     
Adoption of new accounting principles          10               10          10  
Share-based compensation expense     43                    43          43  
Common stock dividends declared          (326)              (326)         (326) 
Preferred dividends of subsidiaries          (10)              (10)         (10) 
Quasi-reorganization adjustment     (2)                   (2)         (2) 
Issuance of common stock     62                    62          62  
Tax benefit related to share-based                                    
    compensation     26                    26          26  
Repurchases of common stock     (185)                   (185)         (185) 
Common stock released from ESOP     9          3          12          12  
Equity contributed by noncontrolling 
interests                              2     2  

Initial consolidation of Otay Mesa VIE                              152     152  

Balance at December 31, 2007     3,198     5,464     (22)    (301)    8,339     248     8,587  

                               
Net income (loss)          1,123               1,123     (55)    1,068  
Comprehensive income adjustments:                                    
    Foreign currency translation adjustments                    (140)    (140)         (140) 
    Available-for-sale securities                    (26)    (26)         (26) 
    Pension and other postretirement benefits                   (30)    (30)         (30) 

    Financial instruments                    (16)    (16)    (14)    (30) 

Comprehensive income (loss)                    (212)    911     (69)    842  

                                     
Share-based compensation expense     49                    49          49  
Common stock dividends declared          (342)              (342)         (342) 
Preferred dividends of subsidiaries          (10)              (10)         (10) 
Issuance of common stock     18                    18          18  
Tax benefit related to share-based                                    
    compensation     6                    6          6  
Repurchases of common stock     (1,018)                   (1,018)         (1,018) 
Common stock released from ESOP     12          4          16          16  
Equity contributed by noncontrolling 
interests                              75     75  

EnergySouth acquisition                              86     86  

Balance at December 31, 2008  $  2,265  $  6,235  $  (18) $  (513) $  7,969  $  340  $  8,309  

* As adjusted for the retrospective adoption of ASC 810 (SFAS 160).  
See Notes to Consolidated Financial Statements.  
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SEMPRA ENERGY  
STATEMENTS OF CONSOLIDATED COMPREHENSIVE INCOME AND  CHANGES IN EQUITY (CONTINUED)  
(Dollars in millions)  

   Years ended December 31, 2009, 2008* and 2007*  

               Deferred  Accumulated           

               Compen-  Other  Sempra        

               sation  Compre-  Energy  Non-     

   Common  Retained  Relating to  hensive  Shareholders'  controlling  Total  

   Stock  Earnings  ESOP  Income (Loss)  Equity  Interests  Equity  

Balance at December 31, 2008  $  2,265  $  6,235  $  (18) $  (513) $  7,969  $  340  $  8,309  

                               
Net income (loss)          1,129               1,129     (7)    1,122  
Comprehensive income adjustments:                                    
    Foreign currency translation adjustments                   102     102          102  
    Available-for-sale securities                    7     7          7  
    Pension and other postretirement 
benefits                    (3)    (3)         (3) 

    Financial instruments                    38     38     (3)    35  

Comprehensive income (loss)                    144     1,273     (10)    1,263  

                                     
Share-based compensation expense     38                    38          38  
Common stock dividends declared          (383)              (383)         (383) 
Preferred dividends of subsidiaries          (10)              (10)         (10) 
Issuance of common stock     114                    114          114  
Tax benefit related to share-based                                    
    compensation     23                    23          23  
Repurchases of common stock     (22)                   (22)         (22) 
Common stock released from ESOP     10          5          15          15  
Equity contributed by noncontrolling 
interests                              7     7  
Distributions to noncontrolling interests                              (9)    (9) 
Purchase of noncontrolling interest in                                    

    subsidiary     (10)                   (10)    (84)    (94) 

Balance at December 31, 2009  $  2,418  $  6,971  $  (13) $  (369) $   9,007  $  244  $   9,251  

* As adjusted for the retrospective adoption of ASC 810 (SFAS 160).  
See Notes to Consolidated Financial Statements.  
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SAN DIEGO GAS & ELECTRIC COMPANY AND SUBSIDIARY  
CONSOLIDATED STATEMENTS OF OPERATIONS  
(Dollars in millions)  

   Years ended December 31,  

   2009   2008*  2007*  

Operating revenues                 
    Electric  $  2,426  $  2,562  $  2,194  

    Natural gas     490     689     658  

        Total operating revenues     2,916     3,251     2,852  

Operating expenses                 
    Cost of electric fuel and purchased power     672     900     699  
    Cost of natural gas     206     415     392  
    Operation and maintenance     961     913     807  
    Depreciation and amortization     329     298     301  
    Franchise fees and other taxes     160     158     155  

    Gains on sale of assets     (1)    (3)    (2) 

        Total operating expenses     2,327     2,681     2,352  

Operating income     589     570     500  
Other income (expense), net     64     (29)    (6) 
Interest income     1     6     8  

Interest expense     (104)    (96)    (96) 

Income before income taxes     550     451     406  

Income tax expense     (177)    (161)    (135) 

Net income     373     290     271  

(Earnings) losses attributable to noncontrolling interests     (24)    54     17  

Earnings     349     344     288  

Preferred dividend requirements     (5)    (5)    (5) 

Earnings attributable to common shares  $  344  $  339  $  283  

* As adjusted for the retrospective adoption of ASC 810 (SFAS 160).  
See Notes to Consolidated Financial Statements.  
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SAN DIEGO GAS & ELECTRIC COMPANY AND SUBSIDIARY  
CONSOLIDATED BALANCE SHEETS  
(Dollars in millions)  

   December 31,  December 31,  

   2009   2008   

ASSETS              
Current assets:              
    Cash and cash equivalents  $   13  $   19  
    Short-term investments      -      24  
    Restricted cash      8      -  
    Accounts receivable - trade      229      225  
    Accounts receivable - other      85      30  
    Due from unconsolidated affiliates      8      29  
    Income taxes receivable      59      22  
    Deferred income taxes      41      17  
    Inventories      61      62  
    Regulatory assets arising from fixed-price contracts and other derivatives      30      94  
    Other regulatory assets      4      8  
    Fixed-price contracts and other derivatives      40      39  
    Insurance receivable related to wildfire litigation (Note 17)      273      -  

    Other      35      15  

        Total current assets      886      584  

               
Other assets:              
    Due from unconsolidated affiliate      2      4  
    Deferred taxes recoverable in rates      415      369  
    Regulatory assets arising from fixed-price contracts and other derivatives      241      264  
    Regulatory assets arising from pension and other postretirement              
        benefit obligations      342      393  
    Other regulatory assets      53      59  
    Nuclear decommissioning trusts      678      577  

    Sundry      43      154  

        Total other assets      1,774      1,820  

               
Property, plant and equipment:              
    Property, plant and equipment      10,156      9,095  

    Less accumulated depreciation and amortization      (2,587)     (2,420) 

        Property, plant and equipment, net      7,569      6,675  

Total assets  $   10,229  $   9,079  

See Notes to Consolidated Financial Statements.  
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SAN DIEGO GAS & ELECTRIC COMPANY AND SUBSIDIARY  
CONSOLIDATED BALANCE SHEETS  
(Dollars in millions)  

   December 31,  December 31,  

   2009   2008*  

LIABILITIES AND EQUITY              
Current liabilities:              
    Short-term debt  $   33  $   -  
    Accounts payable      249      261  
    Due to unconsolidated affiliates      -      1  
    Regulatory balancing accounts, net      159      114  
    Customer deposits      56      53  
    Fixed-price contracts and other derivatives      51      77  
    Accrued compensation and benefits      104      105  
    Current portion of long-term debt      45      2  
    Reserve for wildfire litigation (Note 17)      270      -  

    Other      157      163  

        Total current liabilities      1,124      776  

Long-term debt      2,623      2,142  

               
Deferred credits and other liabilities:              
    Customer advances for construction      23      26  
    Pension and other postretirement benefit obligations, net of plan assets      370      419  
    Deferred income taxes      774      628  
    Deferred investment tax credits      26      26  
    Regulatory liabilities arising from removal obligations      1,330      1,212  
    Asset retirement obligations      585      550  
    Fixed-price contracts and other derivatives      265      347  

    Deferred credits and other      145      204  

        Total deferred credits and other liabilities      3,518      3,412  

Contingently redeemable preferred stock      79      79  

               
Commitments and contingencies (Note 17)              
               
Equity:              
    Common stock (255 million shares authorized; 117 million shares outstanding;              
        no par value)      1,138      1,138  
    Retained earnings      1,611      1,417  

    Accumulated other comprehensive income (loss)      (10)     (13) 

        Total SDG&E shareholders' equity      2,739      2,542  

    Noncontrolling interests      146      128  

        Total equity      2,885      2,670  

Total liabilities and equity  $   10,229  $   9,079  

* As adjusted for the retrospective adoption of ASC 810 (SFAS 160).              
See Notes to Consolidated Financial Statements.  
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SAN DIEGO GAS & ELECTRIC COMPANY AND SUBSIDIARY  
STATEMENTS OF CONSOLIDATED CASH FLOWS  
(Dollars in millions)  

   Years ended December 31,  

   2009   2008*  2007*  

CASH FLOWS FROM OPERATING ACTIVITIES                    
    Net income  $   373  $   290  $   271  
    Adjustments to reconcile net income to net cash provided by                    
        operating activities:                    
            Depreciation and amortization      329      298      301  
            Deferred income taxes and investment tax credits      73      113      (40) 
            Noncash rate-reduction bond expense      -      -      55  
            Fixed-price contracts and other derivatives      (41)     55      3  
            Gains on sale of assets      (1)     (3)     (2) 
            Other      (20)     (1)     28  
    Changes in other assets      23      19      5  
    Changes in other liabilities      (53)     (23)     (5) 
    Changes in working capital components:                    
        Accounts receivable      (53)     1      (43) 
        Interest receivable      -      1      (1) 
        Due to/from affiliates, net      -      18      7  
        Inventories      1      51      (16) 
        Other current assets      660      (49)     6  
        Income taxes      (44)     44      (31) 
        Accounts payable      1      (70)     10  
        Regulatory balancing accounts      32      (184)     133  

        Other current liabilities      (639)     59      (21) 

            Net cash provided by operating activities      641      619      660  

                     
CASH FLOWS FROM INVESTING ACTIVITIES                    
    Expenditures for property, plant and equipment      (955)     (884)     (714) 
    Expenditures for short-term investments      (152)     (488)     -  
    Proceeds from sale of short-term investments      176      464      -  
    Purchases of nuclear decommissioning trust assets      (237)     (468)     (587) 
    Proceeds from sales by nuclear decommissioning trusts      230      468      592  
    Decrease (increase) in loans to affiliates, net      20      (33)     -  
    Proceeds from sale of assets      1      1      2  

    Net increase in restricted cash      (8)     -      -  

            Net cash used in investing activities      (925)     (940)     (707) 

                     
CASH FLOWS FROM FINANCING ACTIVITIES                    
    Common dividends paid      (150)     -      -  
    Preferred dividends paid      (5)     (5)     (5) 
    Redemptions of preferred stock      -      (14)     (3) 
    Issuances of long-term debt      439      193      313  
    Payments on long-term debt      (2)     -      (66) 
    Increase (decrease) in short-term debt, net      4      -      (72) 
    Capital contribution received by Otay Mesa VIE      4      9      -  
    Capital distribution made by Otay Mesa VIE      (9)     -      -  

    Other      (3)     (1)     -  

          Net cash provided by financing activities      278      182      167  

                     
Increase (decrease) in cash and cash equivalents      (6)     (139)     120  
Cash and cash equivalents, January 1      19      158      9  

Cash assumed in connection with initial consolidation of variable interest entity      -      -      29  

Cash and cash equivalents, December 31  $   13  $   19  $   158  

* As adjusted for the retrospective adoption of ASC 810 (SFAS 160).                   
See Notes to Consolidated Financial Statements.  
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SAN DIEGO GAS & ELECTRIC COMPANY AND SUBSIDIARY  
STATEMENTS OF CONSOLIDATED CASH FLOWS (CONTINUED)  
(Dollars in millions)  

   Years ended December 31,  

   2009   2008   2007   

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION                    
    Interest payments, net of amounts capitalized  $   99  $   92  $   85  
    Income tax payments, net of refunds      148      3      206  
                     
SUPPLEMENTAL DISCLOSURE OF NONCASH ACTIVITIES                    
    Increase in capital lease obligations for investments in property, plant                    
        and equipment  $   21  $   -  $   -  
    Dividends declared but not paid      1      1      1  

See Notes to Consolidated Financial Statements.  
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SAN DIEGO GAS & ELECTRIC COMPANY AND SUBSIDIARY  
STATEMENTS OF CONSOLIDATED COMPREHENSIVE INCOME AND  CHANGES IN EQUITY  
(Dollars in millions)  

   Years ended December 2009, 2008* and 2007*  

            Accumulated           

            Other  SDG&E        

   Common  Retained  Comprehensive  Shareholders'  Noncontrolling  Total  

   Stock  Earnings  Income (Loss)  Equity  Interests  Equity  

Balance at December 31, 2006  $  1,138  $  796  $  (19) $   1,915  $  -  $  1,915  

                                
Net income (loss)          288          288     (17)    271  
Comprehensive income adjustments:                               
    Pension and other postretirement benefits               4     4          4  

    Financial instruments               (1)    (1)         (1) 

Comprehensive income (loss)               3     291     (17)    274  

                                
Adoption of new accounting principle          (1)         (1)         (1) 
Preferred stock dividends declared          (5)         (5)         (5) 

Initial consolidation of Otay Mesa VIE                         152     152  

Balance at December 31, 2007     1,138     1,078     (16)    2,200     135     2,335  

                           
Net income (loss)          344          344     (54)    290  
Comprehensive income adjustments:                               
    Pension and other postretirement benefits               3     3          3  

    Financial instruments                         (14)    (14) 

Comprehensive income (loss)               3     347     (68)    279  

                                
Preferred stock dividends declared          (5)         (5)         (5) 

Equity contributed by noncontrolling interests                         61     61  

Balance at December 31, 2008     1,138     1,417     (13)    2,542     128     2,670  

                           
Net income          349          349     24     373  
Comprehensive income adjustments:                               
    Pension and other postretirement benefits               2     2          2  

    Financial instruments               1     1     (3)    (2) 

Comprehensive income               3     352     21     373  

                                
Preferred stock dividends declared          (5)         (5)         (5) 
Common stock dividends declared          (150)         (150)         (150) 
Distributions to noncontrolling interests                         (9)    (9) 

Equity contributed by noncontrolling interests                         6     6  

Balance at December 31, 2009  $  1,138  $  1,611  $  (10) $   2,739  $  146  $  2,885  

* As adjusted for the retrospective adoption of ASC 810 (SFAS 160).  
See Notes to Consolidated Financial Statements.  
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PACIFIC ENTERPRISES AND SUBSIDIARIES  
CONSOLIDATED STATEMENTS OF OPERATIONS  
(Dollars in millions)  

   Years ended December 31,  

   2009   2008*  2007*  

                     

Operating revenues  $  3,355  $  4,768  $  4,282  

Operating expenses                 
    Cost of natural gas     1,343     2,841     2,420  
    Operation and maintenance     1,138     1,077     1,022  
    Depreciation     293     280     281  
    Franchise fees and other taxes     105     135     125  

    Gains on sale of assets     -     -     (2) 

        Total operating expenses     2,879     4,333     3,846  

Operating income     476     435     436  
Other income (expense), net     4     2     (3) 
Interest income     4     22     51  

Interest expense     (69)    (65)    (76) 

Income before income taxes     415     394     408  

Income tax expense     (145)    (141)    (165) 

Net income     270     253     243  

Preferred dividends of subsidiary     (1)    (1)    (1) 

Earnings     269     252     242  

Preferred dividend requirements     (4)    (4)    (4) 

Earnings attributable to common shares  $  265  $  248  $  238  

* As adjusted for the retrospective adoption of ASC 810 (SFAS 160).  
See Notes to Consolidated Financial Statements.  
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PACIFIC ENTERPRISES AND SUBSIDIARIES  
CONSOLIDATED BALANCE SHEETS  
(Dollars in millions)  

   December 31,  December 31,  

   2009   2008   

ASSETS              
Current assets:              
    Cash and cash equivalents  $   49  $   206  
    Accounts receivable - trade      567      572  
    Accounts receivable - other      44      20  
    Due from unconsolidated affiliates      12      5  
    Income taxes receivable      36      108  
    Inventories      93      167  
    Other regulatory assets      9      18  

    Other      39      37  

        Total current assets      849      1,133  

               
Other assets:              
    Due from unconsolidated affiliate      513      457  
    Regulatory assets arising from pension and other postretirement              
        benefit obligations      617      795  
    Other regulatory assets      131      105  

    Sundry      40      49  

        Total other assets      1,301      1,406  

               
Property, plant and equipment:              
    Property, plant and equipment      9,299      8,816  

    Less accumulated depreciation and amortization      (3,615)     (3,448) 

        Property, plant and equipment, net      5,684      5,368  

Total assets  $   7,834  $   7,907  

See Notes to Consolidated Financial Statements.  
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PACIFIC ENTERPRISES AND SUBSIDIARIES  
CONSOLIDATED BALANCE SHEETS  
(Dollars in millions)  

   December 31,  December 31,  

   2009   2008*  

LIABILITIES AND EQUITY              
Current liabilities:              
    Accounts payable - trade  $   207  $   257  
    Accounts payable - other      120      163  
    Due to unconsolidated affiliates      87      106  
    Deferred income taxes      5      6  
    Regulatory balancing accounts, net      223      221  
    Customer deposits      87      114  
    Accrued compensation and benefits      86      92  
    Current portion of long-term debt      11      100  

    Other      162      213  

        Total current liabilities      988      1,272  

Long-term debt      1,283      1,270  

Deferred credits and other liabilities:              
    Customer advances for construction      123      131  
    Pension and other postretirement benefit obligations, net of plan assets      644      823  
    Deferred income taxes      273      157  
    Deferred investment tax credits      28      30  
    Regulatory liabilities arising from removal obligations      1,227      1,218  
    Asset retirement obligations      662      581  
    Deferred taxes refundable in rates      175      214  

    Deferred credits and other      203      251  

        Total deferred credits and other liabilities      3,335      3,405  

               
Commitments and contingencies (Note 17)              
               
Equity:              
    Preferred stock      80      80  
    Common stock (600 million shares authorized; 84 million shares outstanding;              
        no par value)      1,462      1,462  
    Retained earnings      691      426  

    Accumulated other comprehensive income (loss)      (25)     (28) 

        Total Pacific Enterprises shareholders' equity      2,208      1,940  

    Preferred stock of subsidiary      20      20  

        Total equity      2,228      1,960  

Total liabilities and equity  $   7,834  $   7,907  

* As adjusted for the retrospective adoption of ASC 810 (SFAS 160).  
See Notes to Consolidated Financial Statements.  
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PACIFIC ENTERPRISES AND SUBSIDIARIES  
STATEMENTS OF CONSOLIDATED CASH FLOWS  
(Dollars in millions)  

   Years ended December 31,  

   2009   2008*  2007*  

CASH FLOWS FROM OPERATING ACTIVITIES                    
    Net income  $   270  $   253  $   243  
    Adjustments to reconcile net income to net cash provided by                    
        operating activities:                    
            Depreciation      293      280      281  
            Deferred income taxes and investment tax credits      72      92      10  
            Gains on sale of assets      -      -      (2) 
            Other      4      (2)     2  
    Changes in other assets      11      (30)     4  
    Changes in other liabilities      (76)     (56)     29  
    Changes in working capital components:                    
        Accounts receivable      (30)     102      (31) 
        Interest receivable      -      -      10  
        Inventories      74      (69)     8  
        Other current assets      10      (23)     (2) 
        Accounts payable      (99)     7      (79) 
        Income taxes      65      (71)     42  
        Due to/from affiliates, net      (77)     (4)     4  
        Regulatory balancing accounts      10      46      (13) 
        Customer deposits      (28)     24      3  

        Other current liabilities      (66)     24      (17) 

            Net cash provided by operating activities      433      573      492  

                     
CASH FLOWS FROM INVESTING ACTIVITIES                    
    Expenditures for property, plant and equipment      (480)     (454)     (457) 
    Decrease (increase) in loans to affiliates, net      (4)     136      (34) 
    Proceeds from sale of assets      -      -      2  

    Other      (1)     (1)     -  

            Net cash used in investing activities      (485)     (319)     (489) 

                     
CASH FLOWS FROM FINANCING ACTIVITIES                    
    Common dividends paid      -      (350)     (150) 
    Preferred dividends paid      (4)     (4)     (4) 
    Preferred dividends paid by subsidiary      (1)     (1)     (1) 
    Issuance of long-term debt      -      250      -  
    Payment of long-term debt      (100)     -      -  

    Other      -      (2)     -  

            Net cash used in financing activities      (105)     (107)     (155) 

                     
Increase (decrease) in cash and cash equivalents      (157)     147      (152) 

Cash and cash equivalents, January 1      206      59      211  

Cash and cash equivalents, December 31  $   49  $   206  $   59  

* As adjusted for the retrospective adoption of ASC 810 (SFAS 160).  
See Notes to Consolidated Financial Statements.  
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PACIFIC ENTERPRISES AND SUBSIDIARIES  
STATEMENTS OF CONSOLIDATED CASH FLOWS (CONTINUED)  
(Dollars in millions)  

   Years ended December 31,  

   2009   2008   2007   

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION                    
    Interest payments, net of amounts capitalized  $   60  $   61  $   72  
    Income tax payments, net of refunds      76      120      114  
                     
SUPPLEMENTAL DISCLOSURE OF NONCASH ACTIVITIES                    
    Increase in capital lease obligations for investments in property, plant, and                    
        equipment  $   29  $   -  $   -  
    Dividends declared but not paid      1      1      151  

See Notes to Consolidated Financial Statements.  
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PACIFIC ENTERPRISES AND SUBSIDIARIES  
STATEMENTS OF CONSOLIDATED COMPREHENSIVE INCOME AND  CHANGES IN EQUITY  
(Dollars in millions)  

   Years ended December 31, 2009, 2008* and 2007*  

                  Accumulated           

                  Other  PE  Non-     

   Preferred  Common  Retained  Comprehensive  Shareholders'  Controlling  Total  

   Stock  Stock  Earnings  Income (Loss)  Equity  Interests  Equity  

Balance at December 31, 2006  $  80  $  1,464  $  391  $  (5) $  1,930  $  20  $  1,950  

                                      
Net income               243          243          243  
Comprehensive income adjustment:                                     

    Financial instruments                    1     1          1  

Comprehensive income                    1     244          244  

                                      
Adoption of new accounting principle               (1)         (1)         (1) 
Quasi-reorganization adjustment          (2)              (2)         (2) 
Preferred stock dividends declared               (4)         (4)         (4) 
Common stock dividends declared               (250)         (250)         (250) 

Preferred dividends of subsidiary               (1)         (1)         (1) 

Balance at December 31, 2007     80     1,462     378     (4)    1,916     20     1,936  

                                
Net income               253          253          253  
Comprehensive income adjustments:                                     
    Financial instruments                    (25)    (25)         (25) 
    Pension and other postretirement 
benefits                    1     1          1  

Comprehensive income (loss)                    (24)    229          229  

                                      
Preferred stock dividends declared               (4)         (4)         (4) 
Common stock dividends declared               (200)         (200)         (200) 

Preferred dividends of subsidiary               (1)         (1)         (1) 

Balance at December 31, 2008     80     1,462     426     (28)    1,940     20     1,960  

                                
Net income               270          270          270  
Comprehensive income adjustments:                                     

    Financial instruments                    3     3          3  

Comprehensive income                    3     273          273  

                                      
Preferred stock dividends declared               (4)         (4)         (4) 

Preferred dividends of subsidiary               (1)         (1)         (1) 

Balance at December 31, 2009  $  80  $  1,462  $  691  $  (25) $  2,208  $  20  $  2,228  

* As adjusted for the retrospective adoption of ASC 810 (SFAS 160).  
See Notes to Consolidated Financial Statements.  
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SOUTHERN CALIFORNIA GAS COMPANY AND SUBSIDIARIES  
CONSOLIDATED STATEMENTS OF OPERATIONS  
(Dollars in millions)  

   Years ended December 31,  

   2009   2008   2007   

                     

Operating revenues  $  3,355  $  4,768  $  4,282  

Operating expenses                 
    Cost of natural gas     1,343     2,841     2,420  
    Operation and maintenance     1,138     1,078     1,021  
    Depreciation     293     280     281  
    Franchise fees and other taxes     105     135     125  

    Gains on sale of assets     -     -     (2) 

        Total operating expenses     2,879     4,334     3,845  

Operating income     476     434     437  
Other income (expense), net     7     2     (3) 
Interest income     3     11     27  

Interest expense     (68)    (62)    (70) 

Income before income taxes     418     385     391  

Income tax expense     (144)    (140)    (160) 

Net income     274     245     231  

Preferred dividend requirements     (1)    (1)    (1) 

Earnings attributable to common shares  $  273  $  244  $  230  

See Notes to Consolidated Financial Statements.  
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SOUTHERN CALIFORNIA GAS COMPANY AND SUBSIDIARIES  
CONSOLIDATED BALANCE SHEETS  
(Dollars in millions)  

   December 31,  December 31,  

   2009   2008   

ASSETS              
Current assets:              
    Cash and cash equivalents  $   49  $   206  
    Accounts receivable - trade      567      572  
    Accounts receivable - other      44      20  
    Due from unconsolidated affiliates      6      -  
    Income taxes receivable      35      41  
    Inventories      93      167  
    Other regulatory assets      9      18  

    Other      40      37  

        Total current assets      843      1,061  

               
Other assets:              
    Regulatory assets arising from pension and other postretirement              
        benefit obligations      617      795  
    Other regulatory assets      131      105  

    Sundry      14      24  

        Total other assets      762      924  

               
Property, plant and equipment:              
    Property, plant and equipment      9,297      8,814  

    Less accumulated depreciation and amortization      (3,615)     (3,448) 

        Property, plant and equipment, net      5,682      5,366  

Total assets  $   7,287  $   7,351  

See Notes to Consolidated Financial Statements.  

WPD-6 
Screening Data Part 2 of 2 
Page 5187 of 7002



 

                          

SOUTHERN CALIFORNIA GAS COMPANY AND SUBSIDIARIES  
CONSOLIDATED BALANCE SHEETS  
(Dollars in millions)  

   December 31,  December 31,  

   2009   2008   

LIABILITIES AND SHAREHOLDERS' EQUITY              
Current liabilities:              
    Accounts payable - trade  $   207  $   257  
    Accounts payable - other      120      163  
    Due to unconsolidated affiliates      3      23  
    Deferred income taxes      6      6  
    Regulatory balancing accounts, net      223      221  
    Customer deposits      87      114  
    Accrued compensation and benefits      86      92  
    Current portion of long-term debt      11      100  

    Other      158      211  

        Total current liabilities      901      1,187  

Long-term debt      1,283      1,270  

Deferred credits and other liabilities:              
    Customer advances for construction      123      131  
    Pension and other postretirement benefit obligations, net of plan assets      644      823  
    Deferred income taxes      280      167  
    Deferred investment tax credits      28      30  
    Regulatory liabilities arising from removal obligations      1,227      1,218  
    Asset retirement obligations      662      581  
    Deferred taxes refundable in rates      175      214  

    Deferred credits and other      198      240  

        Total deferred credits and other liabilities      3,337      3,404  

               
Commitments and contingencies (Note 17)              
               
Shareholders' equity:              
    Preferred stock      22      22  
    Common stock (100 million shares authorized; 91 million shares outstanding;              
        no par value)      866      866  
    Retained earnings      903      630  

    Accumulated other comprehensive income (loss)      (25)     (28) 

        Total shareholders' equity      1,766      1,490  

Total liabilities and shareholders' equity  $   7,287  $   7,351  

See Notes to Consolidated Financial Statements.  
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SOUTHERN CALIFORNIA GAS COMPANY AND SUBSIDIARIES  
STATEMENTS OF CONSOLIDATED CASH FLOWS  
(Dollars in millions)  

   Years ended December 31,  

   2009   2008   2007   

CASH FLOWS FROM OPERATING ACTIVITIES                    
    Net income  $   274  $   245  $   231  
    Adjustments to reconcile net income to net cash provided by                    
        operating activities:                    
            Depreciation      293      280      281  
            Deferred income taxes and investment tax credits      70      87      8  
            Gains on sale of assets      -      -      (2) 
            Other      8      2      5  
    Changes in other assets      7      (33)     -  
    Changes in other liabilities      (68)     (51)     37  
    Changes in working capital components:                    
        Accounts receivable      (30)     102      (31) 
        Interest receivable      -      -      10  
        Inventories      74      (69)     8  
        Other current assets      10      (23)     (2) 
        Accounts payable      (99)     7      (79) 
        Income taxes      (2)     (67)     38  
        Due to/from affiliates, net      (10)     (6)     1  
        Regulatory balancing accounts      10      46      (13) 
        Customer deposits      (28)     24      3  

        Other current liabilities      (69)     24      (17) 

            Net cash provided by operating activities      440      568      478  

                     
CASH FLOWS FROM INVESTING ACTIVITIES                    
    Expenditures for property, plant and equipment      (480)     (454)     (457) 
    Decrease (increase) in loans to affiliates, net      (16)     136      (24) 

    Proceeds from sale of assets      -      -      2  

            Net cash used in investing activities      (496)     (318)     (479) 

                     
CASH FLOWS FROM FINANCING ACTIVITIES                    
    Common dividends paid      -      (350)     (150) 
    Preferred dividends paid      (1)     (1)     (1) 
    Issuance of long-term debt      -      250      -  
    Payment of long-term debt      (100)     -      -  

    Other      -      (2)     -  

            Net cash used in financing activities      (101)     (103)     (151) 

                     
Increase (decrease) in cash and cash equivalents      (157)     147      (152) 

Cash and cash equivalents, January 1      206      59      211  

Cash and cash equivalents, December 31  $   49  $   206  $   59  

See Notes to Consolidated Financial Statements.  

WPD-6 
Screening Data Part 2 of 2 
Page 5189 of 7002



 

                          

SOUTHERN CALIFORNIA GAS COMPANY AND SUBSIDIARIES  
STATEMENTS OF CONSOLIDATED CASH FLOWS (CONTINUED)  
(Dollars in millions)  

   Years ended December 31,  

   2009   2008   2007   

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION                    
    Interest payments, net of amounts capitalized  $   59  $   58  $   66  
    Income tax payments, net of refunds      76      120      114  
                     
SUPPLEMENTAL DISCLOSURE OF NONCASH ACTIVITIES                    
    Increase in capital lease obligations for investments in property, plant and                    
        equipment  $   29  $   -  $   -  
    Dividends declared but not paid      -      -      150  

See Notes to Consolidated Financial Statements.  

WPD-6 
Screening Data Part 2 of 2 
Page 5190 of 7002



 

 
 

SOUTHERN CALIFORNIA GAS COMPANY AND SUBSIDIARIES  
STATEMENTS OF CONSOLIDATED COMPREHENSIVE INCOME AND  CHANGES IN SHAREHOLDERS' EQUITY  
(Dollars in millions)  

   Years ended December 31, 2009, 2008 and 2007  

                  Accumulated     

                  Other  Total  

   Preferred  Common  Retained  Comprehensive  Shareholders'  

   Stock  Stock  Earnings  Income (Loss)  Equity  

Balance at December 31, 2006  $  22  $  866  $  607  $  (5) $  1,490  

                            
Net income               231          231  
Comprehensive income adjustment:                           

    Financial instruments                    1     1  

Comprehensive income                    1     232  

                            
Adoption of new accounting principle               (1)         (1) 
Preferred stock dividends declared               (1)         (1) 

Common stock dividends declared               (250)         (250) 

Balance at December 31, 2007     22     866     586     (4)    1,470  

                       
Net income               245          245  
Comprehensive income adjustments:                           
    Financial instruments                    (25)    (25) 

    Pension and other postretirement benefits                    1     1  

Comprehensive income (loss)                    (24)    221  

                            
Preferred stock dividends declared               (1)         (1) 

Common stock dividends declared               (200)         (200) 

Balance at December 31, 2008     22     866     630     (28)    1,490  

                       
Net income               274          274  
Comprehensive income adjustments:                           

    Financial instruments                    3     3  

Comprehensive income                    3     277  

                            

Preferred stock dividends declared               (1)         (1) 

Balance at December 31, 2009  $  22  $  866  $  903  $  (25) $  1,766  

See Notes to Consolidated Financial Statements.  
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SEMPRA ENERGY AND SUBSIDIARIES  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS  

NOTE 1. SIGNIFICANT ACCOUNTING POLICIES AND OTHER FINANCIAL DATA    

PRINCIPLES OF CONSOLIDATION  

Sempra Energy  
Sempra Energy's Consolidated Financial Statements include the accounts of Sempra Energy, a California-based Fortune 500 holding 
company, its consolidated subsidiaries, and variable interest entities. Sempra Energy’s principal subsidiaries are  

�  San Diego Gas & Electric Company (SDG&E) and Southern California Gas Company (SoCalGas), which we 
collectively refer to as the Sempra Utilities; and  

�  Sempra Global, which is the holding company for Sempra Commodities, Sempra Generation, Sempra Pipelines & 
Storage, Sempra LNG and other, smaller businesses.    

Sempra Energy uses the equity method to account for investments in affiliated companies over which we have the ability to exercise 
significant influence, but not control. We discuss our investments in unconsolidated subsidiaries in Notes 3 and 4.  

SDG&E  
SDG&E's Consolidated Financial Statements include its accounts, the accounts of its sole subsidiary, SDG&E Funding LLC, and the 
accounts of Otay Mesa Energy Center LLC (Otay Mesa VIE) and Orange Grove Energy L.P. (Orange Grove VIE), which are variable 
interest entities of which SDG&E is the primary beneficiary, as discussed below under "Variable Interest Entities." SDG&E’s 
common stock is wholly owned by Enova Corporation, which is a wholly owned subsidiary of Sempra Energy. The activities of 
SDG&E Funding LLC were substantially complete in 2007, and the entity was dissolved in 2008.    

Pacific Enterprises and SoCalGas  
The Consolidated Financial Statements of Pacific Enterprises include the accounts of Pacific Enterprises (PE) and its subsidiary, 
SoCalGas.  Sempra Energy owns all of PE’s common stock and PE owns all of SoCalGas’ common stock. SoCalGas’ Consolidated 
Financial Statements include its subsidiaries, which comprise less than one percent of its consolidated financial position and results of 
operations.  

PE's operations consist solely of those of SoCalGas and additional items (e.g., cash, intercompany accounts and equity) attributable to 
serving as a holding company for SoCalGas.  

BASIS OF PRESENTATION  

This is a combined report of Sempra Energy, SDG&E, PE and SoCalGas. We provide separate information for SDG&E, PE and 
SoCalGas as required. When only information for SoCalGas is provided, it is the same for PE. References in this report to "we," "our" 
and "Sempra Energy Consolidated" are to Sempra Energy and its consolidated entities, unless otherwise indicated by the context. We 
have eliminated intercompany accounts and transactions within each set of consolidated financial statements.  

We evaluated events and transactions that occurred after December 31, 2009 through the date the financial statements were issued, 
and in the opinion of management, the accompanying statements reflect all adjustments necessary for a fair presentation.  

QUASI-REORGANIZATION  

In 1993, PE effected a quasi-reorganization for financial reporting purposes as of December 31, 1992. A quasi-reorganization permits 
a company, for accounting purposes, to adjust its financial statements and proceed on much the same basis as if it had been legally 
reorganized. In 2007, an adjustment to liabilities related to the quasi-reorganization resulted in a decrease to equity. We expect to 
resolve the remaining liabilities of $4 million in 2010. We believe the provisions established for these matters are adequate.  

USE OF ESTIMATES IN THE PREPARATION OF THE FINANCIA L STATEMENTS  

We prepare our financial statements in conformity with accounting principles generally accepted in the United States of America 
(GAAP). This requires us to make estimates and assumptions that affect the amounts reported in the financial statements and 
accompanying notes, including the disclosure of contingent assets and liabilities at the date of the financial statements. Although we 
believe the estimates and assumptions are reasonable, actual amounts ultimately may differ significantly from those estimates.  

REGULATORY MATTERS  

Effects of Regulation  
The accounting policies of our principal regulated utility subsidiaries, SDG&E and SoCalGas, conform with GAAP for regulated 
enterprises and reflect the policies of the California Public Utilities Commission (CPUC) and the Federal Energy Regulatory 
Commission (FERC).  

The Sempra Utilities prepare their financial statements in accordance with GAAP provisions governing regulated operations. Under 
these provisions, a regulated utility records a regulatory asset if it is probable that, through the ratemaking process, the utility will 
recover that asset from customers. To the extent that recovery is no longer probable as a result of changes in regulation or the utility's 
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competitive position, the related regulatory assets are written off. Regulatory liabilities represent amounts collected from customers in 
advance of the actual expenditure by the utility. If the actual expenditures are less than amounts previously collected from ratepayers, 
the excess would be refunded to customers, generally by reducing future rates.  

The following subsidiaries of Sempra Pipelines & Storage also apply GAAP for regulated utilities to their operations:  

�  Mobile Gas Service Corporation (Mobile Gas), a small regulated natural gas distribution utility in Southwest 
Alabama acquired in October 2008  
�  Ecogas Mexico, S de RL de CV (Ecogas), a small regulated natural gas distribution utility in Northern Mexico  

We provide information concerning regulatory assets and liabilities below in "Regulatory Balancing Accounts" and "Regulatory 
Assets and Liabilities."    

Regulatory Balancing Accounts  
The following table summarizes our regulatory balancing accounts at December 31. The net payables (payables net of receivables) 
will be returned to customers by reducing future rates.  

 

 
Over- and undercollected regulatory balancing accounts reflect the difference between customer billings and recorded or CPUC-
authorized costs, primarily commodity costs. Amounts in the balancing accounts are recoverable or refundable in future rates, subject 
to CPUC approval. Balancing account treatment eliminates the impact on earnings from variances in the covered costs from 
authorized amounts. Absent balancing account treatment, variations in operating and maintenance costs from amounts approved by the 
CPUC would increase volatility in utility earnings.  

We provide additional information about regulatory matters in Notes 15 and 16.  

 
 

SUMMARY OF REGULATORY BALANCING ACCOUNTS AT DECEMBE R 31  
(Dollars in millions)  

   Sempra Energy        

   Consolidated  SDG&E  SoCalGas  

   2009   2008   2009   2008   2009   2008   

Overcollected  $  699  $  728  $  383  $  364  $  316  $  364  

Undercollected      (317)     (393)     (224)     (250)     (93)     (143) 

Net payable  $  382  $  335  $   159  $  114  $   223  $  221  
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Regulatory Assets and Liabilities  
We show the details of regulatory assets and liabilities in the following table, and discuss each of them separately below.  

 

 

 
In the tables above:  

�  

REGULATORY ASSETS (LIABILITIES) AT DECEMBER 31  
(Dollars in millions)  

      2009   2008   

SDG&E              
Fixed-price contracts and other derivatives  $   271  $   358  
Deferred taxes recoverable in rates      415      369  
Pension and other postretirement benefit obligations      342      393  
Removal obligations(1)      (1,330)     (1,212) 
Unamortized loss on reacquired debt, net      27      30  
Environmental costs      15      21  

Other      15      16  

    Total SDG&E      (245)     (25) 

SoCalGas              
Pension and other postretirement benefit obligations      617      795  
Employee benefit costs      52      46  
Removal obligations(1)      (1,227)     (1,218) 
Deferred taxes refundable in rates      (175)     (214) 
Unamortized loss on reacquired debt, net      26      30  
Environmental costs      25      36  
Workers' compensation      47      26  

Other      (11)     (18) 

    Total SoCalGas      (646)     (517) 

Other              
Mobile Gas      (8)     (3) 

Ecogas      14      -  

    Total Other      6      (3) 

Total Sempra Energy Consolidated  $   (885) $   (545) 

(1) This is related to obligations that we discuss below in "Asset Retirement Obligations."  

                  

NET REGULATORY ASSETS (LIABILITIES) AS PRESENTED ON  THE CONSOLIDATED BALANCE SHEETS AT DECEMBER 31  
(Dollars in millions)  

      2009      2008   

      Sempra           Sempra        

      Energy           Energy        

      Consolidated  SDG&E  SoCalGas     Consolidated  SDG&E  SoCalGas  

Current regulatory assets  $  54  $  34  $  9     $  121  $  102  $  18  
Noncurrent regulatory assets     1,803     1,051     748        1,986     1,085     900  
Current regulatory liabilities(1)     (4)    -     (1)       (3)    -     (3) 

Noncurrent regulatory liabilities     (2,738)    (1,330)    (1,402)       (2,649)    (1,212)    (1,432) 

Total  $  (885) $  (245) $  (646)    $  (545) $  (25) $  (517) 

(1) Included in Other Current Liabilities.  

Regulatory assets arising from fixed-price contracts and other derivatives are offset by corresponding liabilities 
arising from purchased power and natural gas commodity and transportation contracts. The regulatory asset 
increased/decreased based on changes in the fair market value of the contracts. It is also reduced as payments are 
made for commodities and services under these contracts.  
�  Deferred taxes recoverable/refundable in rates are based on current regulatory ratemaking and income tax laws. 

SDG&E and SoCalGas expect to recover/refund net regulatory assets/liabilities related to deferred income taxes 
over the lives of the assets that give rise to the accumulated deferred income tax liabilities/assets.  
�  Regulatory assets related to unamortized losses on reacquired debt are recovered over the remaining original 

amortization periods of the losses on reacquired debt. These periods range from 3 months to 18 years for SDG&E 
and from 3 to 16 years for SoCalGas.  
�  Regulatory assets related to environmental costs represent the portion of our environmental liability recognized at 

the end of the period in excess of the amount that has been recovered through rates charged to customers. We 
expect this amount to be recovered in future rates as expenditures are made.  
�  Regulatory assets related to pension and other postretirement benefit obligations are offset by corresponding 

liabilities and are being recovered in rates as the plans are funded.  

For substantially all of these assets, the cash has not yet been expended and the assets are offset by liabilities that do not incur a 
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carrying cost.  
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FAIR VALUE MEASUREMENTS  

We apply recurring fair value measurements to certain assets and liabilities, primarily nuclear decommissioning trusts, marketable 
securities and other miscellaneous derivatives. Prior to the formation of RBS Sempra Commodities LLP (RBS Sempra Commodities) 
on April 1, 2008, as we discuss in Notes 3 and 4, we also applied fair value measurements to trading derivatives and certain trading 
inventories.  

"Fair value" is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date (exit price).  

A fair value measurement reflects the assumptions market participants would use in pricing an asset or liability based on the best 
available information. These assumptions include the risk inherent in a particular valuation technique (such as a pricing model) and 
the risks inherent in the inputs to the model. Also, we consider an issuer's credit standing when measuring liabilities at fair value.  

We establish a fair value hierarchy that prioritizes the inputs used to measure fair value. The hierarchy gives the highest priority to 
unadjusted quoted prices in active markets for identical assets or liabilities (Level 1 measurement) and the lowest priority to 
unobservable inputs (Level 3 measurement). The three levels of the fair value hierarchy are as follows:  

Level 1 – Quoted prices are available in active markets for identical assets or liabilities as of the reporting date. Active markets are 
those in which transactions for the asset or liability occur in sufficient frequency and volume to provide pricing information on an 
ongoing basis. Our Level 1 financial instruments primarily consist of exchange-traded derivatives, listed equities and U.S. government 
treasury securities.  

Level 2 – Pricing inputs are other than quoted prices in active markets included in Level 1, which are either directly or indirectly 
observable as of the reporting date. Level 2 includes those financial instruments that are valued using models or other valuation 
methodologies. These models are primarily industry-standard models that consider various assumptions, including:  

�  quoted forward prices for commodities  
�  time value  
�  current market and contractual prices for the underlying instruments  
�  volatility factors  
�  other relevant economic measures  

Substantially all of these assumptions are observable in the marketplace throughout the full term of the instrument, can be derived 
from observable data or are supported by observable levels at which transactions are executed in the marketplace. Our financial 
instruments in this category include non-exchange-traded derivatives such as over-the-counter (OTC) forwards and options.  

Level 3 – Pricing inputs include significant inputs that are generally less observable from objective sources. These inputs may be used 
with internally developed methodologies that result in management's best estimate of fair value from the perspective of a market 
participant.    

As a result of implementing new accounting standards in 2007 related to fair value measurement, we recorded a transition adjustment 
gain of $12 million to Sempra Energy's beginning retained earnings in 2007, net of tax. There was no transition adjustment at SDG&E 
or SoCalGas.  

 
 
 

CASH AND CASH EQUIVALENTS  

Cash equivalents are highly liquid investments with maturities of three months or less at the date of purchase.    

RESTRICTED CASH    

Restricted cash at Sempra Energy was $35 million in 2009 and $27 million in 2008 at December 31. In 2009 and 2008, $27 million of 
restricted cash represents funds held in trust for construction financing of certain natural gas storage facilities of Sempra Pipelines & 
Storage. SDG&E had $8 million of restricted cash at December 31, 2009, which represents funds held by a trustee for Otay Mesa VIE 
to pay certain operating costs.  

COLLECTION ALLOWANCES  

We record allowances for the collection of receivables and, prior to the sale of our commodities-marketing businesses, realization of 
trading assets (discussed below under "Trading Instruments"). The allowances for collection of receivables include allowances for 
doubtful customer accounts and for other receivables. The changes in allowances for collection of receivables and realization of 
trading assets are shown in the table below:  

 
COLLECTION ALLOWANCES  
(Dollars in millions)  

   Years ended December 31,  

   2009   2008   2007   

Sempra Energy Consolidated                    

Allowances for collection of receivables at January 1  $  29  $  16  $  15  
Provisions for uncollectible accounts     25     36     20  
Write-offs of uncollectible accounts     (27)    (25)    (19) 

Acquisition of EnergySouth (see Note 3)     -     2     -  

WPD-6 
Screening Data Part 2 of 2 
Page 5196 of 7002



 

TRADING INSTRUMENTS  

Trading Securities  
In the first quarter of 2008, Sempra Commodities recorded $2 million of pretax losses related to trading securities, including a pretax 
gain of $3 million resulting from sales and an unrealized pretax loss of $5 million related to securities held at March 31, 2008.  

In 2007, Sempra Commodities recorded $14 million of pretax gains related to trading securities, including a pretax gain of $6 million 
resulting from sales, an unrealized pretax gain of $8 million from transfers to trading securities from available-for-sale securities due 
to changes in their status, and unrealized pretax loss of a negligible amount related to securities held at December 31, 2007.  

INVENTORIES  

The Sempra Utilities value natural gas inventory by the last-in first-out (LIFO) method. As inventories are sold, differences between 
the LIFO valuation and the estimated replacement cost are reflected in customer rates. Materials and supplies at the Sempra Utilities 
are generally valued at the lower of average cost or market.  

At December 31, 2009 and 2008, Sempra Pipelines & Storage had $5 million and $39 million, respectively, of natural gas inventory 
recorded at lower of average cost or market, and Sempra LNG had $19 million and $17 million, respectively, of LNG inventory 
(categorized as natural gas below) valued by the first-in first-out method.  

 

INCOME TAXES  

Income tax expense includes current and deferred income taxes from operations during the year. We record deferred income taxes for 
temporary differences between the book and the tax bases of assets and liabilities.  Investment tax credits from prior years are 
amortized to income by the Sempra Utilities over the estimated service lives of the properties as required by the CPUC, and represent 
regulatory liabilities. At Sempra Global and Parent, investment tax credits and other credits, mainly low-income housing and synthetic 
fuels tax credits in 2007, are recognized in income as earned.  

The Sempra Utilities and Mobile Gas recognize  

�  

Allowances for collection of receivables at December 31  $  27  $  29  $  16  

                  
Allowance for realization of trading assets at January 1  $  -  $  48  $  53  
Provisions for (recovery of) uncollectible accounts     -     42     (2) 
Write-offs of uncollectible accounts     -     -     (3) 

Sale of commodities-marketing businesses (see Note 3)     -     (90)    -  

Allowance for realization of trading assets at December 31  $  -  $  -  $  48  

SDG&E                    

Allowances for collection of receivables at January 1  $  6  $  5  $  5  
Provisions for uncollectible accounts     8     12     8  

Write-offs of uncollectible accounts     (10)    (11)    (8) 

Allowances for collection of receivables at December 31  $  4  $  6  $  5  

SoCalGas                    

Allowances for collection of receivables at January 1  $  18  $  9  $  8  
Provisions for uncollectible accounts     12     23     12  

Write-offs of uncollectible accounts     (14)    (14)    (11) 

Allowances for collection of receivables at December 31  $  16  $  18  $  9  

INVENTORY BALANCES AT DECEMBER 31  
(Dollars in millions)  

   Sempra Energy        

   Consolidated  SDG&E  SoCalGas  

   2009   2008   2009   2008   2009   2008   

Natural gas  $   93  $   201  $   -  $   -  $   69  $   143  

Materials and supplies      104      119      61      62      24      24  

Total  $   197  $   320  $   61  $   62  $   93  $   167  

regulatory assets to offset deferred tax liabilities if it is probable that the amounts will be recovered from 
customers; and  
�  regulatory liabilities to offset deferred tax assets if it is probable that the amounts will be returned to customers.  

We currently do not record deferred income taxes for undistributed earnings of our non-U.S. subsidiaries.  

When there are uncertainties related to potential income tax benefits, in order to qualify for recognition, the position we take has to 
have at least a "more likely than not" chance of being sustained (based on the position’s technical merits) upon challenge by the 
respective authorities. The term "more likely than not" means a likelihood of more than 50 percent. Otherwise, we may not recognize 
any of the potential tax benefit associated with the position. We recognize a benefit for a tax position that meets the "more likely than 
not" criterion at the largest amount of tax benefit that is greater than 50 percent likely of being realized upon its effective resolution.  

Unrecognized tax benefits involve management’s judgment regarding the likelihood of the benefit being sustained. The final 
resolution of uncertain tax positions could result in adjustments to recorded amounts and may affect our results of operations, financial 
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position and cash flows.  

We provide additional information about income taxes in Note 8.  

PROPERTY, PLANT AND EQUIPMENT  

Property, plant and equipment primarily represents the buildings, equipment and other facilities used by the Sempra Utilities to 
provide natural gas and electric utility services, and by Sempra Generation, Sempra LNG and Sempra Pipelines & Storage. It also 
reflects projects included in construction work in progress at these business units.  

Our plant costs include  

�  labor  

�  materials and contract services  

�  expenditures for replacement parts incurred during a major maintenance outage of a generating plant  

In addition, the cost of our utility plant includes an allowance for funds used during construction (AFUDC). We 
discuss AFUDC below. The cost of non-utility plant includes capitalized interest.  

Maintenance costs are expensed as incurred.  The cost of most retired depreciable utility plant minus salvage value is charged to 
accumulated depreciation.  

 

 
Depreciation expense is based on the straight-line method over the useful lives of the assets or, for the Sempra Utilities, a shorter 
period prescribed by the CPUC. Depreciation expense is computed using the straight-line method over the asset's estimated original 
composite useful life or the remaining term of the site leases, whichever is shorter.  

 
 

PROPERTY, PLANT AND EQUIPMENT BY MAJOR FUNCTIONAL C ATEGORY  
(Dollars in millions)  

   Property, Plant     Depreciation rates for  

   and Equipment at     years ended  

   December 31,     December 31,  

   2009   2008      2009   2008   2007   

SDG&E:                                   
    Natural gas operations  $   1,204  $   1,150      2.84  %   2.80  %   3.43  %  
    Electric distribution      4,425      4,183      3.97      3.95      4.15     
    Electric transmission      1,662      1,533      2.67      2.67      2.84     
    Electric generation      1,503      863      3.84      3.77      3.67     
    Other electric(1)      613      483      8.50      8.13      8.50     

    Construction work in progress      749      883     NA    NA    NA    

        Total SDG&E      10,156      9,095                       
SoCalGas:                                   
    Natural gas operations(2)      8,911      8,500      3.50      3.49      3.63     
    Other non-utility      114      110      1.41      1.55      4.28     

    Construction work in progress      272      204     NA    NA    NA    

        Total SoCalGas      9,297      8,814                       
                                    

Sempra Global and parent(3):                 Estimated Useful Lives  

    Land and land rights      189      157     25 to 50 years(4)  
    Machinery and equipment:                                   
        Generating plants      1,457      1,399     4 to 35 years  
        LNG(5) receipt terminals      2,033      958     5 to 50 years  
        Pipelines and storage      942      775     10 to 50 years  
        Other      136      79     2 to 50 years  
    Construction work in progress:                                   
        LNG facilities      27      915     NA  
        Other      534      737     NA  

    Other(6)      263      224     3 to 50 years  

       5,581      5,244                       
        Total Sempra Energy Consolidated  $   25,034  $   23,153                       

(1) Includes capital lease assets of $21 million at December 31, 2009.  
(2) Includes capital lease assets of $29 million at December 31, 2009.  
(3) December 31, 2009 balances include $150 million and $125 million of utility plant, primarily pipelines and storage, at Mobile Gas and 
Ecogas, respectively. December 31, 2008 balances include $142 million and $116 million of utility plant, primarily pipelines and storage, at 
Mobile Gas and Ecogas, respectively.  
(4) Estimated useful lives are for land rights.  
(5) Liquefied natural gas.  
(6) Includes $2 million at both December 31, 2009 and 2008 for PE.  
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The accumulated depreciation and decommissioning amounts on our Consolidated Balance Sheets are as follows:  

 

 
The Sempra Utilities finance their construction projects with borrowed funds and equity funds. The CPUC allows the recovery of the 
cost of these funds as part of the cost of construction projects by recording AFUDC, which is calculated using rates authorized by the 
CPUC. The Sempra Utilities recover the AFUDC from their customers, plus earn a return on the allowance after the utility property is 
placed in service.  

Sempra Global businesses capitalize interest costs incurred to finance capital projects.  The Sempra Utilities also capitalize certain 
interest costs.  

 

 
 

ACCUMULATED DEPRECIATION AND DECOMMISSIONING AMOUNT S  
(Dollars in millions)  

   December 31,  

   2009   2008   

SDG&E:              
    Accumulated depreciation and decommissioning of utility plant in service:              
        Electric  $   2,069  $   1,921  

        Natural gas      518      499  

            Total SDG&E      2,587      2,420  

SoCalGas:              
    Accumulated depreciation of natural gas utility plant in service      3,529      3,364  

    Accumulated depreciation – other non-utility      86      84  

            Total SoCalGas      3,615      3,448  

Sempra Global and parent(1):              

    Accumulated depreciation      551      420  

Total Sempra Energy Consolidated  $   6,753  $   6,288  

(1) December 31, 2009 balances include $8 million and $24 million of accumulated depreciation for utility plant, primarily 
pipelines and storage, at Mobile Gas and Ecogas, respectively. December 31, 2008 balances include $2 million and $21 
million of accumulated depreciation for utility plant, primarily pipelines and storage, at Mobile Gas and Ecogas, respectively.  

CAPITALIZED FINANCING COSTS  
(Dollars in millions)  

   Years ended December 31,  

   2009   2008   2007   

SDG&E:                    
    AFUDC related to debt  $   10  $   10  $   7  
    AFUDC related to equity      29      27      17  

    Other capitalized financing costs      4      13      3  

        Total SDG&E      43      50      27  

                     
SoCalGas:                    
    AFUDC related to debt      5      3      2  
    AFUDC related to equity      10      8      5  

    Other capitalized financing costs      1      -      1  

        Total SoCalGas      16      11      8  

                     
Sempra Global:                    

    Capitalized financing costs      68      87      96  

Total Sempra Energy Consolidated  $   127  $   148  $   131  
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ASSETS HELD FOR SALE  

We classify assets as held for sale when management approves and commits to a formal plan to actively market an asset for sale and 
we expect the sale to close within the next twelve months. Upon classifying an asset as held for sale, we record the asset at the lower 
of its carrying value or its estimated fair value reduced for selling costs. We cease to record depreciation expense on an asset when it 
is classified as held for sale.  

During 2008, management approved and committed to a formal plan to dispose of certain Sempra Generation assets, recorded at 
December 31, 2009 and 2008 as follows:  

 

 
We classified these assets as held for sale as of December 31, 2009 and 2008. They are included in Other Current Assets on the 
Consolidated Balance Sheets. For the years ended December 31, 2009 and 2008, there was no impairment of the assets held for sale 
nor do the assets held for sale generate operating income. We continue to evaluate the assets in our total portfolio for whether events 
or circumstances have occurred that may affect recoverability or estimated useful life, and continue to pursue disposal of our assets 
held for sale.  

 
 
 

(Dollars in millions)     

Gas turbine  $   34  
Steam turbine      6  

Emission reduction credits      1  

   $   41  

GOODWILL AND OTHER INTANGIBLE ASSETS  

Goodwill  
Goodwill is the excess of the purchase price over the fair value of the net assets of acquired companies. Goodwill is not amortized but 
is tested annually on October 1 for impairment. Impairment of goodwill occurs when the carrying amount (book value) of goodwill 
exceeds its implied fair value. If the book value of goodwill is greater than the fair value on the test date, an impairment loss is 
recorded.  

In connection with the acquisition of EnergySouth in October 2008, which we discuss in Note 3, Sempra Pipelines & Storage initially 
recorded goodwill of $67 million, which was reduced to $62 million by purchase price adjustments in 2009.  

Goodwill included in Goodwill and Other Intangible Assets on the Sempra Energy Consolidated Balance Sheets is recorded as 
follows:  

 

 
We provide additional information concerning goodwill related to our equity method investments and the impairment of investments 
in unconsolidated subsidiaries in Note 4.  

Other Intangible Assets  
Sempra Pipelines & Storage recorded $460 million of intangible assets in connection with the acquisition of EnergySouth. These 
intangible assets represent storage and development rights related to the Bay Gas and Mississippi Hub natural gas storage facilities 
and were recorded at estimated fair value as of the date of the acquisition using discounted cash flows analysis. Our important 
assumptions in determining fair value include estimated future cash flows, the estimated useful life of the intangible assets and our use 
of appropriate discount rates. We are amortizing these intangible assets over their estimated useful lives as shown in the table below.  

 
 

GOODWILL  
(Dollars in millions)  

   December 31,  December 31,  

   2009   2008   

Sempra Pipelines & Storage  $   62  $   67  

Parent and Other      6      6  

   $   68  $   73  
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Intangible assets included in Goodwill and Other Intangible Assets on the Sempra Energy Consolidated Balance Sheets are recorded 
as follows:  

 

 
Amortization expense related to the above intangible assets was $10 million in 2009, $3 million in 2008 and a negligible amount in 
2007. We estimate the aggregate amortization expense for the next five years to be $10 million per year.  

LONG-LIVED ASSETS  

We periodically evaluate whether events or circumstances have occurred that may affect the recoverability or the estimated useful 
lives of long-lived assets, the definition of which includes intangible assets subject to amortization, but does not include 
unconsolidated subsidiaries. Impairment of long-lived assets occurs when the estimated future undiscounted cash flows are less than 
the carrying amount of the assets. If that comparison indicates that the assets' carrying value may not be recoverable, the impairment is 
measured based on the difference between the carrying amount and the fair value of the assets. This evaluation is performed at the 
lowest level for which separately identifiable cash flows exist.  

In the second quarter of 2009, we recorded a $132 million pretax write-off related to certain assets at one of Sempra Pipelines & 
Storage’s Liberty Gas Storage natural gas storage projects. This amount is recorded as Write-off of Long-lived Assets on our 
Consolidated Statement of Operations for the year ended December 31, 2009. Sempra Pipelines & Storage owns 75 percent of the 
partnership that is developing the project. Our partner's 25-percent share of the pretax charge is $33 million, which is included in 
(Earnings) Losses Attributable to Noncontrolling Interests on our Consolidated Statement of Operations for the year ended December 
31, 2009. The impact to our net income and to our earnings is $97 million and $64 million, respectively, for the year ended December 
31, 2009. In September 2009, the members of the partnership unanimously voted to proceed with the abandonment of the assets that 
were written off.  

VARIABLE INTEREST ENTITIES  

We consolidate a variable interest entity (VIE) if we are the primary beneficiary of the VIE’s activities. Our determination of whether 
we are the primary beneficiary is based upon qualitative and quantitative analyses, which assess  

�  

OTHER INTANGIBLE ASSETS  
(Dollars in millions)  

   Amortization period  December 31,  December 31,  

   (years)  2009   2008   

Storage rights  46   $   138  $   138  
Development rights  50       322      322  

Other  15 years to indefinite      9      9  

    Total         469      469  

Less accumulated amortization         (13)     (3) 

    Total     $   456  $   466  

the purpose and design of the VIE;  

�  the nature of the VIE's risks and the risks we absorb; and  

�  whether the variable interest holders will absorb a majority of the VIE's expected losses or receive a majority of 
its expected residual returns (or both).    

Otay Mesa VIE  
SDG&E has a 10-year agreement to purchase power to be generated at the Otay Mesa Energy Center (OMEC), a 573-megawatt (MW) 
generating facility that began commercial operations in October 2009. SDG&E supplies all of the natural gas to fuel the power plant 
and purchases its electric generation output (i.e., tolling). The agreement provides SDG&E with the option to purchase the power plant 
at the end of the contract term in 2019, or upon earlier termination of the purchased-power agreement, at a predetermined price subject 
to adjustments based on performance of the facility. If SDG&E does not exercise its option, under certain circumstances, it may be 
required to purchase the power plant at a predetermined price.    

The facility owner, Otay Mesa Energy Center LLC (OMEC LLC), is a VIE (Otay Mesa VIE), of which SDG&E is the primary 
beneficiary.  SDG&E has no OMEC LLC voting rights and does not operate OMEC.  

Based upon our analysis, SDG&E absorbs the majority of risk from Otay Mesa VIE under the combination of the tolling agreement 
and the put option. Accordingly, Sempra Energy and SDG&E have consolidated Otay Mesa VIE since the second quarter of 2007. 
The CPUC has approved an additional financial return to SDG&E to compensate it for the effect on its financial ratios from the 
requirement to consolidate Otay Mesa VIE. Otay Mesa VIE's equity of $146 million and $128 million is included on the Consolidated 
Balance Sheets in Other Noncontrolling Interests for Sempra Energy and in Noncontrolling Interests for SDG&E at December 31, 
2009 and 2008, respectively.  

OMEC LLC has a loan outstanding of $375 million at December 31, 2009, the proceeds of which were used for the construction of 
OMEC. The loan is with third party lenders and is secured by property, plant and equipment. SDG&E is not a party to the loan 
agreement and does not have any additional implicit or explicit financial responsibility to Otay Mesa VIE. The loan matures in 
April 2019 and bears interest at rates varying with market rates. In addition, OMEC LLC has entered into interest-rate swap 
agreements to moderate its exposure to interest-rate changes. We provide additional information concerning the interest-rate swaps in 
Note 11.  

Orange Grove VIE  
SDG&E has a 25-year agreement to purchase power to be generated by Orange Grove Energy L.P. (Orange Grove), at its 94-MW 
generating facility located in San Diego County, California. The facility is currently under construction, and we expect it to be 
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available for commercial operation during the second quarter of 2010. Orange Grove is a VIE (Orange Grove VIE) of which SDG&E 
is the primary beneficiary. During the third quarter of 2009, all of the conditions precedent in the purchased-power agreement were 
satisfied, therefore, effective on September 30, 2009, Sempra Energy and SDG&E have consolidated Orange Grove VIE.  

Orange Grove has credit facilities that provide for a total of $100 million for construction of the generating facility. These credit 
agreements are with a third party lender and are secured by Orange Grove's assets. SDG&E is not a party to the credit agreements and 
does not have any additional implicit or explicit financial responsibility to Orange Grove. When Orange Grove completes construction 
of the generating facility, or on June 30, 2010 if construction is not completed by that date, the credit facilities will convert to a term 
loan that matures in June 2035. Borrowings under the credit facilities bear interest at rates varying with market rates. At December 31, 
2009, Orange Grove had $87 million of outstanding borrowings under the credit facilities and $3 million of letters of credit supported 
by the facilities. In addition, Orange Grove has a short-term loan outstanding of $33 million.  
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The Consolidated Financial Statements of Sempra Energy and SDG&E include the following amounts associated with Otay Mesa VIE 
and Orange Grove VIE, which are net of eliminations of transactions between SDG&E and the VIEs:  

 

 
Other contracts under which SDG&E acquires power from generation facilities otherwise unrelated to SDG&E could also result in a 
requirement for SDG&E to consolidate the entity that owns the facility. In accordance with the current GAAP provisions governing 
variable interest entities, SDG&E continues the process of determining if it has any such situations and, if so, gathering the 
information that would be needed to perform the consolidation. However, such information has not been made available to us and an 
evaluation of variable interests has not been completed for these entities that are grandfathered pursuant to current GAAP guidance. 
The effects of any required consolidation are not expected to significantly affect the financial position, results of operations or 
liquidity of SDG&E.  

ASSET RETIREMENT OBLIGATIONS  

For tangible long-lived assets, we record asset retirement obligations for the present value of liabilities of future costs expected to be 
incurred when assets are retired from service, if the retirement process is legally required and if a reasonable estimate of fair value can 
be made. We record the estimated retirement cost over the life of the related asset by depreciating the present value of the obligation 
(measured at the time of the asset's acquisition) and accreting the discount until the liability is settled. Rate-regulated entities record 
regulatory assets or liabilities as a result of the timing difference between the recognition of costs in accordance with GAAP and costs 
recovered through the rate-making process. We have recorded a regulatory liability to show that the Sempra Utilities have collected 
funds from customers more quickly and for larger amounts than we would accrete the retirement liability and depreciate the asset in 
accordance with GAAP.  

We have recorded asset retirement obligations related to various assets including:  

SDG&E and SoCalGas  

AMOUNTS ASSOCIATED WITH VARIABLE INTEREST ENTITIES  
(Dollars in millions)  

         December 31,  

         2009   2008(1)  

Cash and cash equivalents  $  7  $  11  
Restricted cash                 8     -  
Accounts receivable - other                 1     23  

Inventories     2     -  

    Total current assets     18     34  
Sundry     10     8  

Property, plant and equipment     644     464  

    Total assets  $  672  $  506  

              
Short-term debt              $  33  $  -  
Accounts payable      -      35  
Current portion of long-term debt     40     2  
Fixed-price contracts and other derivatives     17     13  

Other       (13)    -  

    Total current liabilities     77     50  
Long-term debt     422     254  
Fixed-price contracts and other derivatives     26     73  
Deferred credits and other     1     1  

Other noncontrolling interests     146     128  

    Total liabilities and equity  $  672  $  506  

                          
            Years ended December 31,  

         2009   2008(1)  2007(1)  

                  

Operating revenues - electric  $  (1) $  -  $  -  

Operating expenses              
   Cost of electric fuel and purchased power     (13)    -     -  
   Operation and maintenance   7     -     -  

   Depreciation and amortization           7     -     -  

      Total operating expenses           1     -     -  

Operating income           (2)    -     -  

Other income (expense), net           26     (54)    (17) 

Net income/Income before income taxes           24     (54)    (17) 

(Earnings) losses attributable to noncontrolling interests     (24)    54     17  

    Earnings  $  -  $  -  $  -  

(1) As adjusted for the retrospective adoption of ASC 810 (SFAS 160) discussed in Note 2.  
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�  fuel and storage tanks  

�  natural gas distribution system  

�  hazardous waste storage facilities  

�  asbestos-containing construction materials  

SDG&E  

�  decommissioning of nuclear power facilities  

�  electric distribution and transmission systems  

�  site restoration of a former power plant  

SoCalGas  

�  natural gas transmission pipeline  

�  underground natural gas storage facilities and wells  

Sempra Global  

�  certain power generation plants (natural gas and solar)  

�  natural gas distribution and transportation systems  

�  LNG receipt terminal  

The changes in asset retirement obligations are as follows:  

 

 
 

CHANGES IN ASSET RETIREMENT OBLIGATIONS  
(Dollars in millions)  

   Sempra Energy                    

   Consolidated     SDG&E     SoCalGas  

   2009   2008      2009   2008      2009   2008   

Balance as of January 1(1)  $   1,177  $   1,158     $   554  $   568     $   595  $   577  
Accretion expense      75      74        38      37        35      36  
Liabilities incurred      17      7        -      -        -      -  
Payments      (5)     (11)       (3)     (10)       (2)     (1) 
Revisions to estimated cash flows      49      (57)       1      (41)       48      (17) 

Acquisition of EnergySouth (see Note 3)      -      6        -      -        -      -  

Balance as of December 31(1)  $   1,313  $   1,177    $   590  $   554     $   676  $   595  

(1) The current portions of the obligations are included in Other Current Liabilities on the Consolidated Balance Sheets.  
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CONTINGENCIES  

We accrue losses for the estimated impacts of various conditions, situations or circumstances involving uncertain outcomes. For loss 
contingencies, we accrue the loss if an event has occurred on or before the balance sheet date and:  

�  Information available through the date we file our financial statements indicates it is probable that a loss has been 
incurred, given the likelihood of uncertain future events, and  

�  the amounts of the loss can be reasonably estimated.  

We do not accrue contingencies that might result in gains. We continuously assess contingencies for litigation claims, environmental 
remediation and other events.  

LEGAL FEES  

Legal fees that are associated with a past event for which a liability has been recorded are accrued when it is probable that fees also 
will be incurred.  

COMPREHENSIVE INCOME  

Comprehensive income includes all changes in the equity of a business enterprise (except those resulting from investments by owners 
and distributions to owners), including:  

�  foreign-currency translation adjustments  

�  amortization of net actuarial gain or loss and prior service cost related to pension and other postretirement benefits 
plans  

�  unrealized gains or losses on available-for-sale securities  

�  certain hedging activities  

The Statements of Consolidated Comprehensive Income and Changes in Equity show the changes in the components of other 
comprehensive income (OCI), including the amounts attributable to noncontrolling interests. The components of Accumulated Other 
Comprehensive Income (Loss) (AOCI), shown net of income taxes on the Consolidated Balance Sheets, and the related income tax 
balance at December 31, 2009 and 2008 are as follows:  

 

REVENUES  

Sempra Utilities  
The Sempra Utilities generate revenues primarily from deliveries to their customers of electricity by SDG&E and natural gas by both 
SoCalGas and SDG&E, and from related services. They record these revenues under the accrual method and recognize them upon 
delivery and performance. They also record revenue from CPUC-approved incentive awards, some of which require approval by the 
CPUC prior to being recognized. We provide additional discussion on utility incentive mechanisms in Note 16.  

Under an operating agreement with the California Department of Water Resources (DWR), SDG&E acts as a limited agent on behalf 
of the DWR in the administration of energy contracts, including natural gas procurement functions under the DWR contracts allocated 
to SDG&E's customers. The legal and financial responsibilities associated with these activities continue to reside with the DWR. 

ACCUMULATED OTHER COMPRENSIVE INCOME (LOSS) AND  
ASSOCIATED INCOME TAX EXPENSE (BENEFIT)  
(Dollars in millions)  

   

Accumulated Other  
Comprehensive  
Income (Loss)  

Income Tax  
Expense (Benefit)  

   2009   2008   2009   2008   

Sempra Energy Consolidated                      
Foreign currency translation loss  $  (276) $  (378) $  -  $  -  
Financial instruments     (2)    (40)    (3)    (25) 
Unrealized gains on available-for-sale securities     9     2     3     1  
Unamortized net actuarial loss     (102)    (99)    (70)    (68) 

Unamortized prior service credit     2     2     1     2  

Balance as of December 31  $  (369) $  (513) $  (69) $  (90) 

SDG&E                      
Unamortized net actuarial loss  $  (11) $  (13) $  (7) $  (8) 
Unamortized prior service credit     1     1     1     1  

Financial instruments     -     (1)    -     (1) 

Balance as of December 31  $  (10) $  (13) $  (6) $  (8) 

SoCalGas                      
Unamortized net actuarial loss  $  (5) $  (5) $  (4) $  (4) 
Unamortized prior service credit     1     1     1     1  

Financial instruments     (21)    (24)    (14)    (16) 

Balance as of December 31  $  (25) $  (28) $  (17) $  (19) 
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Accordingly, the commodity costs associated with long-term contracts allocated to SDG&E from the DWR (and the revenues to 
recover those costs) are not included in our Consolidated Statements of Operations. We provide discussion on electric industry 
restructuring related to the DWR in Note 15.  

On a monthly basis, SoCalGas accrues natural gas storage contract revenues, which consist of storage, reservation, and variable 
charges based on negotiated agreements with terms of up to 15 years.  

The table below shows the total revenues from the Sempra Utilities in Sempra Energy's Consolidated Statements of Operations, net of 
sales taxes, for each of the last three years. The revenues include amounts for services rendered but unbilled (approximately one-half 
month's deliveries) at the end of each year.  

 

 
As we discuss in Note 16, beginning April 1, 2008, the SDG&E and SoCalGas core natural gas supply portfolios were combined and 
are managed by SoCalGas. Effective as of that date, SoCalGas procures natural gas for SDG&E’s core customers. Core customers are 
primarily residential and small commercial and industrial customers. This core gas procurement function is considered a shared 
service, therefore amounts related to SDG&E are not included in SoCalGas' income statement.  

We provide additional information concerning utility revenue recognition in "Regulatory Matters" above.  

Sempra Global  
Sempra Commodities  

As we discuss in Notes 3 and 4, on April 1, 2008, our commodities-marketing businesses, previously wholly owned subsidiaries of 
Sempra Energy, were sold into RBS Sempra Commodities, a partnership jointly owned by Sempra Energy and The Royal Bank of 
Scotland. Therefore, beginning April 1, 2008, we account for our earnings in the partnership under the equity method. RBS Sempra 
Commodities generates most of its revenues from trading and marketing activities in natural gas, electricity, petroleum, petroleum 
products, base metals and other commodities. RBS Sempra Commodities quotes bid and ask prices to end users and other market 
makers. It also earns trading profits as a dealer by structuring and executing transactions. Principal transaction revenues are recognized 
on a trade-date basis and include realized gains and losses and the net change in unrealized gains and losses.  

RBS Sempra Commodities uses derivative instruments (which we discuss further in Note 11) to reduce its exposure to unfavorable 
changes in market prices. Non-derivative contracts are accounted for on an accrual basis and the related profit or loss is recognized as 
the contracts are settled.  

Sempra Generation  

Sempra Generation generates revenues primarily from selling electricity to governmental and wholesale power marketing entities. 
These revenues are recognized as the electricity is delivered. In each of 2009, 2008 and 2007, Sempra Generation's electricity sales to 
the DWR accounted for a significant portion of its revenues. Sempra Generation’s revenues also include net realized gains and losses 
and the net change in the fair value of unrealized gains and losses on derivative contracts for power and natural gas.  

Sempra Pipelines & Storage  

Sempra Pipelines & Storage has consolidated foreign subsidiaries in Mexico. The pipeline operations in Mexico recognize revenues 
on the sale and transportation of natural gas as deliveries are made. The natural gas distribution utility in Mexico applies GAAP for 
regulated utilities, as we discuss above. Sempra Pipelines & Storage's natural gas storage and transportation operations recognize 
revenues when they provide services in accordance with contractual agreements for the storage and transportation services. Sempra 
Pipelines & Storage’s revenues also include net realized gains and losses and the net change in the fair value of unrealized gains and 
losses on derivative contracts for natural gas.  

 
 

TOTAL SEMPRA UTILITIES REVENUES AT SEMPRA ENERGY CO NSOLIDATED(1)  
(Dollars in millions)  

      Years ended December 31,  

      2009   2008   2007   

Natural gas revenues  $   3,801  $   5,419  $   4,869  

Electric revenues      2,419      2,553      2,184  

Total  $   6,220  $   7,972  $   7,053  

(1)  Excludes intercompany revenues.  
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Sempra LNG  

Sempra LNG recognizes revenues on the sale of natural gas as deliveries are made and as injection services are performed, and from 
reservation fees under terminal capacity agreements. Sempra LNG’s revenues also include net realized gains and losses and the net 
change in the fair value of unrealized gains and losses on derivative contracts for natural gas.  

OTHER COST OF SALES  

Other Cost of Sales primarily includes the transportation and storage costs incurred at Sempra Commodities prior to April 1, 2008 and 
pipeline transportation and natural gas marketing costs incurred at Sempra LNG.  

OPERATION AND MAINTENANCE EXPENSES  

Operation and Maintenance includes operating and maintenance costs, and general and administrative costs, which consist primarily 
of personnel costs, purchased materials and services, and rent.  

FOREIGN CURRENCY TRANSLATION  

Our foreign operations generally use their local currency as their functional currency. The assets and liabilities of our foreign 
operations are translated into U.S. dollars at current exchange rates at the end of the reporting period, and revenues and expenses are 
translated at average exchange rates for the year. The resulting noncash translation adjustments do not enter into the calculation of 
earnings or retained earnings (unless the operation is being discontinued), but are reflected in Comprehensive Income and in 
Accumulated Other Comprehensive Income (Loss), a component of shareholders' equity.  

To reflect the fluctuations in the values of functional currencies of Sempra Pipelines & Storage’s South American investments 
accounted for under the equity method, the following adjustments were made to the carrying value of these investments (dollars in 
millions):  

 

 
Smaller adjustments have been made to other operations where the U.S. dollar is not the functional currency. We provide additional 
information concerning these investments in Note 4.  

Currency transaction gains and losses in a currency other than the entity's functional currency are included in the calculation of 
consolidated earnings at Sempra Energy as follows:  

 

 

 
 

         
Upward (downward)  

adjustment to investments  

Investment     Currency  2009   2008   2007   

Chile     Chilean Peso  $   85  $   (101) $   29  
Peru     Peruvian Nuevo Sol      13      (7)     8  
Argentina     Argentine Peso      -      (8)     (2) 

   Years ended December 31,  

(Dollars in millions)  2009   2008   2007   

Currency transaction gain (loss)  $   3  $   (2) $   -  

WPD-6 
Screening Data Part 2 of 2 
Page 5207 of 7002



TRANSACTIONS WITH AFFILIATES  

Loans to Unconsolidated Affiliates  
In December 2001, Sempra Pipelines & Storage issued two U.S. dollar-denominated loans to affiliates: $35 million to Camuzzi Gas 
Pampeana S.A. and $22 million to Camuzzi Gas del Sur S.A. These companies are affiliates of Sempra Pipelines & Storage’s 
Argentine investments discussed in Note 4. In June 2006, Sempra Pipelines & Storage collected the outstanding balance from 
Camuzzi Gas Pampeana S.A. The loan to Camuzzi Gas del Sur S.A. has a $27 million balance outstanding at a variable interest rate 
(7.25 percent at December 31, 2009). The loan is fully reserved at December 31, 2009.  

Loans from Unconsolidated Affiliates    
At December 31, 2008, Sempra Pipelines & Storage had a $100 million note payable due in 2011 to Chilquinta Energía Finance Co. 
LLC, an unconsolidated affiliate, which was paid in full in November 2009.  

Investments  
Sempra Pipelines & Storage has an investment in bonds issued by Chilquinta Energía S.A. that we discuss in Note 4.  

Other Affiliate Transactions  
Sempra Energy, SDG&E and SoCalGas provide certain services to each other and are charged an allocable share of the cost of such 
services. Amounts due to/from affiliates are as follows:  
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Revenues from unconsolidated affiliates at the Sempra Utilities are as follows:  

 

 
Transactions with RBS Sempra Commodities  
Several of our business units engage in transactions with RBS Sempra Commodities. Amounts in our Consolidated Financial 
Statements related to these transactions are as follows:  

AMOUNTS DUE TO AND FROM AFFILIATES AT SDG&E, PE AND  SOCALGAS     
(Dollars in millions)     
      December 31,     
   2009   2008      
SDG&E                 
Current:                 
    Due from Sempra Energy  $   2  $   20     
    Due from SoCalGas      3      8     

    Due from various affiliates      3      1     

   $   8  $   29     
                  

    Due to various affiliates  $   -  $   1     

                  

    Income taxes due to (from) Sempra Energy(1)  $   (37) $   7     

                  
Noncurrent:                 
    Promissory note due from Sempra Energy, variable rate based on short-term 
commercial paper rates (0.13% at December 31, 2009)  $   2  $   4     

                  
Pacific Enterprises                 
Current:                 
    Due from Sempra Energy  $   7  $   -     

    Due from various affiliates      5      5     

      $   12  $   5     
                  
    Due to affiliate  $   84  $   83     
    Due to Sempra Energy      -      15     

    Due to SDG&E      3      8     

   $   87  $   106     

                  

    Income taxes due from Sempra Energy(1)  $   2  $   66     

                  
Noncurrent:                 
    Promissory note due from Sempra Energy, variable rate based on short-term 
commercial paper rates (0.13% at December 31, 2009)  $   513  $   457     

                  
SoCalGas                 
Current:                 

    Due from Sempra Energy  $   6  $   -     
                     
    Due to Sempra Energy  $   -  $   15     

    Due to SDG&E      3      8     

   $   3  $   23     

                  
    Income taxes due to (from) Sempra Energy(1)  $   (2) $   1     
(1)  SDG&E, PE and SoCalGas are included in the consolidated income tax return of Sempra Energy and are allocated 

income tax expense from Sempra Energy in an amount equal to that which would result from the companies' having 
always filed a separate return.     

REVENUES FROM UNCONSOLIDATED AFFILIATES AT THE SEMP RA UTILITIES  
(Dollars in millions)  

   Years ended December 31,  

   2009   2008   2007   

SDG&E  $   8  $   11  $   13  
SoCalGas      43      36      68  
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Revenues and Expenses with Unconsolidated Affiliates  
For the quarter ended March 31, 2008 and for the full year 2007, Sempra Commodities recorded $55 million and $303 million, 
respectively, of sales to unconsolidated affiliates.  

 
 

AMOUNTS RECORDED FOR TRANSACTIONS WITH RBS SEMPRA C OMMODITIES  
(Dollars in millions)  

                  Years ended December 31,  

                  2009   2008(1)  

Revenues:            
    Sempra LNG(2)  $   60  $   33  
    Sempra Commodities     17     8  
    SoCalGas      13      12  
    Sempra Pipelines & Storage     3     -  

    Sempra Generation     (6)    23  

        Total revenues  $  87  $  76  

             
Cost of natural gas:            
    Sempra LNG  $  61  $  -  
    Sempra Pipelines & Storage     25     34  
    SoCalGas     19     22  
    SDG&E      4     -  

    Sempra Generation     1     -  

        Total cost of natural gas  $  110  $  56  

                        
                  December 31,  

                  2009   2008   

Fixed-price contracts and other derivatives - Net Asset (Liability):            
    Sempra Generation  $  7  $  35  

    Sempra LNG     (47)    (44) 

        Total  $  (40) $  (9) 

            
Due to unconsolidated affiliates:           
    Sempra Commodities  $  -  $  29  
    Sempra Generation      13      6  
    Sempra LNG      13      -  

    Sempra Pipelines & Storage     3     3  

        Total  $  29  $  38  

             
Due from unconsolidated affiliates:            
    Sempra Commodities  $  1  $  1  
    Sempra Generation     22     -  
    Sempra LNG     15     1  

    Parent and other     3     2  

        Total  $  41  $  4  

(1)  Nine months beginning April 1, 2008, when the partnership was formed.  
(2)  Includes a $3 million loss for 2009 and a $10 million gain for 2008 related to a natural gas sales agreement with RBS Sempra 

Commodities, subject to mark-to-market accounting. Under this agreement, which extends for five years beginning 
September 1, 2009, RBS Sempra Commodities will market natural gas that Sempra LNG purchases and does not sell under 
other contracts.     
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DIVIDENDS AND LOANS AT THE SEMPRA UTILITIES  

The CPUC's regulation of the Sempra Utilities' capital structures limits the amounts that are available for dividends and loans to 
Sempra Energy. At December 31, 2009, Sempra Energy could have received combined loans and dividends of approximately $140 
million from SoCalGas and $75 million from SDG&E.  

OTHER INCOME (EXPENSE), NET  

Other Income (Expense), Net on the Consolidated Statements of Operations consists of the following:  

 

 
 
 
 

OTHER INCOME (EXPENSE), NET  
(Dollars in millions)  

      Years ended December 31,  

      2009   2008(1)  2007(1)  

Sempra Energy Consolidated:                    
Allowance for equity funds used during construction  $   39  $   35  $   22  
Regulatory interest income (expense), net      4      (9)     (13) 
Investment gains (losses)(2)      55      (53)     27  
Gain (loss) on interest rate swaps, Otay Mesa VIE      27      (54)     (17) 
Gain on interest rate swaps, other      6      1      24  
Mexican peso exchange losses(3)      -      (57)     -  

Sundry, net(4)      18      28      30  

     Total  $   149  $   (109) $   73  

SDG&E:                    

Allowance for equity funds used during construction  $   29  $   27  $   17  
Regulatory interest income (expense), net      5      (5)     (7) 
Gain (loss) on interest rate swaps, Otay Mesa VIE      27      (54)     (17) 

Sundry, net      3      3      1  

     Total  $   64  $   (29) $   (6) 

SoCalGas and PE:                    

Allowance for equity funds used during construction  $   10  $   8  $   5  
Regulatory interest expense, net      (1)     (4)     (6) 

Sundry, net      (2)     (2)     (2) 

   Total at SoCalGas      7      2      (3) 
Additional at PE:                    

   Sundry, net      (3)     -      -  

   Total at PE  $   4  $   2  $   (3) 

(1)  Amounts for Sempra Energy Consolidated, SDG&E, and PE have been adjusted for the retrospective 
adoption of ASC 810 (SFAS 160).  

(2)  Represents investment gains (losses) on dedicated assets in support of our executive retirement and 
deferred compensation plans. These amounts are partially offset by corresponding changes in 
compensation expense related to the plans.  

(3)  The losses for the year ended December 31, 2008 were largely offset by Mexican tax benefits arising from 
fluctuations in the U.S. dollar/Mexican peso exchange rate and inflation rate.  

(4)  The year ended December 31, 2008 includes a $16 million cash payment received for the early 
termination of a capacity agreement for the Cameron LNG receipt terminal.  

NOTE 2. NEW ACCOUNTING STANDARDS  

We describe below recent pronouncements that have had or may have a significant effect on our financial statements. We do not 
discuss recent pronouncements that are not anticipated to have an impact on or are unrelated to our financial condition, results of 
operations, or disclosures.    

SEMPRA ENERGY, SDG&E, PE AND SOCALGAS  

Statement of Financial Accounting Standards (SFAS) No. 168, "The FASB Accounting Standards Codification TM and the 
Hierarchy of Generally Accepted Accounting Principles—a replacement of FASB Statement No. 162" (SFAS 168): The Financial 
Accounting Standards Board (FASB) Accounting Standards Codification (ASC or the Codification) became the official source of 
GAAP on July 1, 2009. For convenience, we have provided the prior GAAP source references in addition to the Codification 
reference throughout these financial statements and footnotes. In addition, the Codification changed the referencing system used to 
identify new accounting guidance.  As a result, we refer to an accounting update issued after July 1, 2009 as an Accounting Standards 
Update (ASU). We refer to new pronouncements issued before July 1, 2009 by their original title.  
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ASU 2010-06, “Improving Disclosures About Fair Value Measurements” (ASU 2010-06): ASU 2010-06 requires the following 
additional fair value measurement disclosures:  

�  transfers into and out of Levels 1 and 2  

�  segregation of classes of assets and liabilities measured at fair value  

�  valuation techniques and inputs used for Level 2 and Level 3 instruments  

�  detailed activity for Level 3 instruments, including separate presentation of purchases, sales, issuances, and 
settlements  

ASU 2010-06 applies to us beginning with the first quarter of 2010, and we will provide the additional disclosure in our 2010 interim 
financial statements.  

ASU 2009-17, "Improvements to Financial Reporting by Enterprises Involved with Variable Interest Entities" (ASU 2009-17): 
ASU 2009-17 (SFAS 167) amends FASB Interpretation No. 46(R), Consolidation of Variable Interest Entities – an interpretation of 
ARB No. 51 (FIN 46(R)), which provides consolidation guidance related to variable interest entities.    

ASU 2009-17 requires  

�  a qualitative approach for identifying the primary beneficiary of a variable interest entity based on 1) the power to 
direct activities that most significantly impact the economic performance of the entity, and 2) the obligation to 
absorb losses or right to receive benefits that could be significant to the entity;  

�  ongoing reassessments of whether an enterprise is the primary beneficiary of a variable interest entity; and  

�  separate disclosure by the primary beneficiary on the face of the balance sheet to identify 1) assets that can only 
be used to settle obligations of the variable interest entity, and 2) liabilities for which creditors do not have 
recourse to the primary beneficiary.  

ASU 2009-17 applies to us beginning with the first quarter of 2010. We are evaluating the impact of its adoption on our financial 
position, but we do not expect it to have a material effect on earnings.  

ASU 2009-12, “Investments in Certain Entities That Calculate Net Asset Value per Share (or Its Equivalent)” (ASU 2009-12): 
ASU 2009-12 provides guidance on how to measure the fair value of investments in entities that calculate net asset value per share 
(NAV), such as hedge funds, private equity funds, venture capital funds and funds of funds.  If the investments are measured at fair 
value at the entity’s measurement date, investors are allowed to use NAV to estimate the fair value unless fair value is readily 
determinable or it is probable the investment will be sold at something other than NAV. If not calculated as of the reporting entity's 
measurement date, the NAV must be adjusted for significant market events occurring since the investee calculated the NAV. We 
adopted ASU 2009-12 on October 1, 2009, and it did not affect our financial position or results of operations. We provide additional 
disclosure in Note 9.  
 
ASU 2009-05, “Measuring Liabilities at Fair Value” (ASU 2009-05): ASU 2009-05 addresses practical difficulties that arise when 
calculating the fair value of a liability, or the price at which the liability may be transferred to a market participant. Generally, a quoted 
price for an identical liability is not available because few liabilities are transferred to another party.  

In the absence of a quoted price in an active market for an identical liability, ASU 2009-05 allows the following valuation techniques:  

�  a quoted price of an identical or similar liability traded as an asset  

�  a valuation technique consistent with ASC 820, Fair Value Measurements and Disclosures  

We adopted ASU 2009-05 on October 1, 2009, and it did not affect our financial position or results of operations.  

SFAS 165, "Subsequent Events" (SFAS 165), as amended by ASU 2010-09, "Amendments to Certain Recognition and Disclosure 
Requirements" (ASU 2010-09): SFAS 165 (ASC 855), as amended by ASU 2010-09, requires management to evaluate events that 
occur after the balance sheet date through the date that the financial statements are issued. The guidance is similar to current audit 
guidance and does not change the way we assess subsequent events. SFAS 165 required that companies disclose the date through 
which they evaluated subsequent events. ASU 2010-09 removed this requirement for companies that must file financial statements 
with the U.S. Securities and Exchange Commission.  

We provide the required disclosure in Note 1.    

SFAS 160, "Noncontrolling Interests in Consolidated Financial Statements – an amendment of ARB No. 51" (SFAS 160): SFAS 
160 (ASC 810) amends Accounting Research Bulletin (ARB) No. 51, Consolidated Financial Statements , to establish accounting and 
reporting standards for ownership interests in subsidiaries held by parties other than the parent.    

SFAS 160 provides guidance on the following:  

�  how to report noncontrolling interests in a subsidiary in consolidated financial statements;  

�  the amount of consolidated net income attributable to the parent and to the noncontrolling interest; and  

�  changes in a parent’s ownership interest and the valuation of retained noncontrolling equity investments when a 
subsidiary is deconsolidated.  

We adopted SFAS 160 on January 1, 2009, and the presentation and disclosure requirements must be applied retrospectively. 
Accordingly, Sempra Energy’s, SDG&E’s and PE's Consolidated Financial Statements at December 31, 2008 and for the years ended 
December 31, 2008 and 2007  have been reclassified to conform to the new presentation. The adoption of SFAS 160 had no effect on 
SoCalGas’ financial statements. The pronouncement also requires disclosures that clearly identify and distinguish between the interest 
of the parent and the interests of the noncontrolling owners. We provide the required disclosure on the Statements of Consolidated 
Comprehensive Income and Changes in Equity for Sempra Energy, SDG&E and PE and in Note 1.  

In connection with the adoption of SFAS 160, we evaluated the requirements of ASC 480, Distinguishing Liabilities from Equity 
(ASC 480) (EITF Topic D-98) with respect to the presentation of preferred securities, and determined that certain preferred securities 
at SDG&E that had been presented within the shareholders’ equity section of the balance sheet should have been presented separate 
from and outside of shareholders’ equity in a manner consistent with temporary equity defined in ASC 480-10-S99-3A. Although 
SDG&E believes that the effects are not material to the previously issued balance sheets, SDG&E has corrected the classification of 
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these securities as of December 31, 2008 for comparability purposes. This change, which affects preferred securities totaling $79 
million at both December 31, 2008 and 2009, had no impact on earnings or on cash flows for any periods presented.  

SFAS 161, "Disclosures about Derivative Instruments and Hedging Activities – an amendment of FASB Statement No. 
133" (SFAS 161): SFAS 161 (ASC 815) expands the disclosure requirements in SFAS 133, Accounting for Derivative Instruments 
and Hedging Activities (SFAS 133) .  

SFAS 161 requires disclosures about the following:  

�  qualitative objectives and strategies for using derivatives;  

�  quantitative disclosures of fair value amounts, and gains and losses on derivative instruments and related hedged 
items; and  

�  credit-risk-related contingent features in derivative agreements.  

We adopted SFAS 161 prospectively on January 1, 2009. We provide the required disclosure in Note 11.    

FASB Staff Position (FSP) FAS 157-4, "Determining Fair Value When the Volume and Level of Activity for the Asset or Liability 
Have Significantly Decreased and Identifying Transactions That are Not Orderly" (FSP FAS 157-4): FSP FAS 157-4 (ASC 820) 
concerns the determination of fair values for assets and liabilities when there is no active market or where the prices used might 
represent distressed sales. Specifically, it reaffirms the need to use judgment to ascertain if a formerly active market has become 
inactive and in determining fair values when markets have become inactive. The FSP also outlines factors to be used to determine 
whether there has been a significant decrease in the volume and level of activity for the assets and liabilities when compared with 
normal market activity. We adopted FSP FAS 157-4 on April 1, 2009, and it did not affect our financial position or results of 
operations.  

FSP FAS 115-2 and FAS 124-2, "Recognition and Presentation of Other-Than-Temporary Impairments" (FSP FAS 115-2 and 
FAS 124-2):  FSP FAS 115-2 and FAS 124-2 (ASC 320) establishes a new model for determining and recording other-than-temporary 
impairment for debt securities. The pronouncement also requires disclosure about the fair value of investments for interim periods. 
Prior to the issuance of this FSP, this disclosure was required only for annual periods. We adopted FSP FAS 115-2 and FAS 124-2 on 
April 1, 2009, and it did not affect our financial position or results of operations.  We provide the required disclosure in Note 12.  

FSP FAS 132(R)-1, "Employers’ Disclosures about Postretirement Benefit Plan Assets" (FSP FAS 132(R)-1):  FSP FAS 132(R)-1 
(ASC 715) requires annual disclosure about the assets held in postretirement benefit plans, including a breakdown by the level of the 
assets and a reconciliation of any change in Level 3 assets during the year. It requires disclosures about the following:  

�  valuation inputs, with detailed disclosure required about Level 3 assets  

�  asset categories, broken down to relevant detail  

�  concentration of risk in plan assets  

We adopted FSP FAS 132(R)-1 prospectively on December 31, 2009. We provide the required disclosure in Note 9.    

SEMPRA ENERGY  

FSP EITF 03-6-1, "Determining Whether Instruments Granted in Share-Based Payment Transactions Are Participating 
Securities" (FSP EITF 03-6-1): FSP EITF 03-6-1 (ASC 260) states that unvested share-based payment awards that contain 
nonforfeitable rights to dividends or dividend equivalents (whether paid or unpaid) are participating securities. As such, they are 
required to be included when computing earnings per share (EPS) under the two-class method described in SFAS 128, Earnings per 
Share (ASC 260). All prior-period EPS data are to be adjusted retrospectively to conform with the provisions of this FSP. We adopted 
FSP EITF 03-6-1 on January 1, 2009, and it did not have a material effect on our EPS.  

EITF Issue No. 08-6, "Equity Method Investment Accounting Considerations" (EITF 08-6): EITF 08-6 (ASC 323) clarifies 
accounting and impairment considerations involving equity method investments. We adopted EITF 08-6 on January 1, 2009, and it did 
not have a material effect on our financial position or results of operations.    
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EITF Issue No. 08-5, "Issuer’s Accounting for Liabilities Measured at Fair Value with a Third-Party Credit 
Enhancement" (EITF 08-5): EITF 08-5 (ASC 820) provides that an issuer of a liability with a third-party credit enhancement that is 
inseparable from the liability may not include the effect of the credit enhancement in the fair value measurement of the liability. We 
adopted EITF 08-5 on January 1, 2009, and it did not affect our financial position or results of operations.  

NOTE 3.  RECENT INVESTMENT ACTIVITY  

SEMPRA COMMODITIES  

On April 1, 2008, Sempra Energy and The Royal Bank of Scotland (RBS) completed the formation of RBS Sempra Commodities, a 
partnership to own and operate the commodities-marketing businesses previously operated through wholly owned subsidiaries of 
Sempra Energy.  Our initial equity contribution to the partnership was $1.6 billion.  RBS made an initial equity contribution of $1.665 
billion and is committed to provide any additional funding required for the ongoing operations of the partnership’s businesses.  As a 
result of the transaction, we received approximately $1.2 billion in cash, net of our contribution and including cash withdrawn from 
the businesses in anticipation of the transaction.  We recorded an after-tax gain of $67 million on the transaction.  

We provide additional information about this transaction in Notes 4 and 6.  

On February 16, 2010, Sempra Energy, RBS and the partnership entered into an agreement to sell certain businesses within the 
partnership.  We discuss this transaction and related agreements affecting the partnership in Note 20.  

SEMPRA GENERATION  

We provide information about investment activity at Sempra Generation in Note 4.  

SEMPRA PIPELINES & STORAGE  

In October 2008, Sempra Pipelines & Storage acquired EnergySouth, an energy services holding company based in Mobile, Alabama 
for $511 million in cash and the assumption of debt.  Principal holdings of EnergySouth include EnergySouth Midstream and Mobile 
Gas. As a natural gas distribution utility, Mobile Gas serves approximately 93,000 customers in southwest Alabama. In December 
2008, EnergySouth Midstream changed its name to Sempra Midstream.  

Sempra Midstream is the general partner and 91-percent owner of Bay Gas Storage Company (Bay Gas) and owned 60 percent of 
Mississippi Hub, LLC (Mississippi Hub) through December 31, 2008. On January 16, 2009, Sempra Midstream purchased the 
remaining 40-percent ownership interest of Mississippi Hub for $94 million in cash.  
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Assets and liabilities assumed as of the date of Sempra Pipelines & Storage’s acquisition of EnergySouth were:  

 

 
The results of operations and changes in cash flows for EnergySouth are included in our Consolidated Statements of Operations and 
Statements of Consolidated Cash Flows from October 1, 2008.  

We provide further information regarding the other intangible assets acquired in Note 1.  

We discuss Sempra Pipelines & Storage’s investment in Rockies Express Pipeline LLC (Rockies Express) in Note 4.  

NOTE 4. INVESTMENTS IN UNCONSOLIDATED ENTITIES  

We account for investments under the equity method when we have an ownership interest of 20 to 50 percent. In these cases, our pro 
rata shares of the subsidiaries’ net assets are included in Other Investments and in Investment in RBS Sempra Commodities LLP on 
the Consolidated Balance Sheets. These investments are adjusted for our share of each investee’s earnings or losses, dividends, and 
other comprehensive income or loss.  

Equity in earnings of unconsolidated subsidiaries that is recorded before income tax is reported in Equity Earnings (Losses) – RBS 
Sempra Commodities LLP and in Equity Earnings (Losses) – Other on the Consolidated Statements of Operations. Equity earnings 
recorded net of income tax recorded by the subsidiary are reported in Equity Earnings (Losses), Net of Income Tax, on the 
Consolidated Statements of Operations.  

The carrying value of unconsolidated subsidiaries is evaluated for impairment under the GAAP provisions for equity method 
investments. We account for certain investments in housing partnerships made before May 19, 1995 under the cost method, whereby 
the costs were amortized over ten years based on the expected residual value.  

 
We summarize our investment balances and earnings below:  

 

   September 30,  
(Dollars in millions)  2008(1)  

ASSETS        
Current assets:        
    Cash  $   16  
    Accounts receivable      31  

    Other current assets      121  

        Total current assets      168  
         
Property, plant and equipment      609  
Goodwill and other intangible assets(2)      527  

Other noncurrent assets      19  

Total assets  $   1,323  

         
LIABILITIES AND EQUITY        
Current liabilities:        
    Accounts payable  $   85  
    Current portion of long-term debt      212  

    Other current liabilities      43  

        Total current liabilities      340  
         
Deferred income taxes      243  
Long-term debt      114  

Other noncurrent liabilities      29  

Total liabilities      726  

Noncontrolling interests      86  

Total liabilities and equity  $   812  

Net assets acquired  $   511  

(1)  As adjusted for the retrospective adoption of ASC 810 (SFAS 160).  
(2)  As a result of the acquisition, we recorded $67 million of goodwill, none of which is deductible for tax purposes.  

EQUITY METHOD AND OTHER INVESTMENTS ON THE CONSOLIDATED BALANCE SHEETS  
(Dollars in millions)  

      Investment at December 31,  

      2009   2008   

Sempra Commodities:              

    Investment in RBS Sempra Commodities LLP  $   2,172  $   2,082  

Other equity method investments:              
    Sempra Pipelines & Storage:              
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The undistributed earnings of equity method investments were $692 million and $604 million at December 31, 2009 and December 
31, 2008, respectively.  

Equity method goodwill of $252 million related to our investment in RBS Sempra Commodities is included in Investment in RBS 
Sempra Commodities LLP on the Sempra Energy Consolidated Balance Sheets. Equity method goodwill related to our unconsolidated 
subsidiaries located in South America is included in Other Investments on the Sempra Energy Consolidated Balance Sheets. These 
amounts, before foreign-currency translation adjustments, were $254 million at both December 31, 2009 and 2008. Including foreign-
currency translation adjustments, these amounts were  

�  

        Chilquinta Energía S.A.  $   373  $   364  
        Luz del Sur S.A.      206      183  
        Rockies Express      850      249  
    Sempra Generation:             
        Elk Hills Power      198      198  
        Fowler Ridge II Wind Farm      236      -  

Housing partnerships      21      30  

    Total other equity method investments      1,884      1,024  
Cost method investments - housing partnerships      12      13  

Other(1)      255      129  

Total  $   2,151  $   1,166  

(1)  Other includes Sempra Pipelines & Storage’s investments in bonds, which include $51 million in bonds issued 
by Chilquinta Energía S.A. at December 31, 2009 (discussed below); $128 million in industrial development 
bonds at Liberty Gas Storage at December 31, 2009 and 2008; and $75 million in industrial development bonds 
at Mississippi Hub at December 31, 2009 (discussed in Note 6).  

EQUITY METHOD INVESTMENTS ON THE CONSOLIDATED STATE MENTS OF OPERATIONS  
(Dollars in millions)  

   Years ended December 31,  

   2009   2008   2007   

Earnings (losses) recorded before tax:                 

    RBS Sempra Commodities LLP  $  463  $  383  $  -  

                  
    Elk Hills Power  $  (3) $  8  $  9  
    Fowler Ridge II Wind Farm     1     -     -  
    Housing partnerships     (12)    (14)    (14) 

    Rockies Express     50     43     (4) 

   $  36  $  37  $  (9) 

                  
Earnings recorded net of tax:                 
    Chilquinta Energía S.A.  $  23  $  28  $  28  
    Luz del Sur S.A.     38     31     27  
    Sodigas Pampeana and Sodigas Sur     7     1     4  
    Sempra Commodities:                 
        Gain on sale of investments     -     -     30  

        Earnings from operations     -     3     10  

   $  68  $  63  $  99  

$253 million at December 31, 2009  

�  $213 million at December 31, 2008  
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