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RESULTS OF OPERATIONS

The following section of the 2009 Annual Reportlites

= A description of our business

= An executive summary

= A discussion and analysis of our operating resoit2007 through 2009

= Information about our capital resources and ligyidi

= Major factors expected to influence our future apieg results

= A discussion of market risk affecting our businasse

= A table of accounting policies that we consideticai to our financial condition and results of ogtgons

You should read Management's Discussion and Arsabfdrinancial Condition and Results of Operationsonjunction with the
Consolidated Financial Statements included inAmisual Report.

OUR BUSINESS

Sempra Energy is a Fortune 500 energy servicesngobdmpany whose business units provide electdtyral gas and other energy
products and services to their customers. Our tipesaare divided principally between the Sempriitlds and Sempra Global. The
Sempra Utilities consist of two California reguldtgublic utility companies, 1) San Diego Gas & HEliecCompany (SDG&E) and -
Southern California Gas Company (SoCalGas). Se@fhal consists of other businesses engaged irigingvenergy products and
services. (See Figure 1.)

)
6: Sempra Energy
[

Sempra Utilities Sempra Global

& -

Sempra Sempra
Commodities Generation
San Diego [ Southern Sempra . MSempra Pipelines
Gas & Electric California Gas LNG & Storage

Figure 1: Sempra Energy's Business Units
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= SDG&E

= Pacific Enterprises (PE), the holding company fo€&8lGas

= SoCalGas

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

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

Below are the summary descriptions of our operabugjness units.

SEMPRA ENERGY BUSINESS UNITS

SEMPRA UTILITIES

MARKET SERVICE TERRITORY
SAN DIEGO GAS & ELECTRIC COMPANY |= Provides electricity to 3.5 million Serves the county of San Diego, CA and an
(SDG&E) consumers (1.4 million meters) adjacent portion of southern Orange County

A regulated public utility; infrastructure .
supports electric generation, transmission
and distribution, and natural gas distribution

Provides natural gas to 3.2 million covering 4,100 square miles

consumers (845,000 meters)

SOUTHERN CALIFORNIA GAS = Residential, commercial, industrial, utility [Southern California and portions of central
COMPANY (SOCALGAS) electric generation and wholesale Callifornia (excluding San Diego County, the
A regulated public utility; infrastructure customers city of Long Beach and the desert area of
supports natural gas distribution, . San Bernardino County) covering 20,000

=0 Covers a population of 20.7 million (5.8 ¢
transmission and storage million meters) square miles

The Sempra Utilities consist of SDG&E and SoCalGas.

SDG&E

SDG&E provides electricity to 3.5 million consumensd natural gas to 3.2 million consumers. It dgbvthe electricity through 1.4
million meters in San Diego County and an adjapention of southern Orange County, California. SDE&electric energy is
purchased from others or generated from its Pal@mdrMiramar | and Il electric generation facilitiand its 20-percent ownership
interest in the San Onofre Nuclear Generating 81aisONGS). SDG&E also delivers natural gas throddfs,000 meters in San
Diego County and transports electricity and natges for others. SDG&E's service territory encorspat,100 square miles.

Sempra Energy indirectly owns all of the commortilstof SDG&E. SDG&E also has issued publicly heldfprred stock. The
preferred stock has liquidation preferences togaii9 million and represents less than 3% of tidénary voting power of SDG&E
shares.

SDG&E's financial statements include two variableiest entities (VIEs), Otay Mesa Energy Cente€ l(Dtay Mesa VIE) and
Orange Grove Energy L.P. (Orange Grove VIE), asliseuss in Note 1 of the Notes to Consolidated e Statements. SDG&E
has long-term power purchase agreements with bities.

SoCalGas

SoCalGas is the nation's largest natural gas loigtan utility. It owns and operates a natural d&tribution, transmission, and
storage system that supplies natural gas to appedgly 20,000 square miles of service territong. service territory extends from
San Luis Obispo, California in the north to the Néax border in the south, excluding San Diego Cyputhe city of Long Beach and
the desert area of San Bernardino County. SoCai@agdes natural gas service to residential, corsiakrindustrial, utility electric
generation and wholesale customers through 5.8mitheters, covering a population of 20.7 million.
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Sempra Energy owns all of the common stock of RER owns all of the common stock of SoCalGas. RESoRserisglataRaé 2 of 2
publicly held preferred stock, which represents kian 1% of the ordinary voting power of theirrglsa The PE drRBSatiacfa02
preferred stock have liquidation preferences toge$80 million and $22 million, respectively.

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 Natural gas US.A.
Develops, owns and operates, or holds Electricity Mexico
interests in, natural gas pipelines and .
storage facilities, and natural gas and Argentina
electric service providers Chile
Peru
SEMPRA LNG Liquefied natural gas U.S.A.
Develops, owns and operates receipt Natural gas Mexico

terminals for the importation of liquefied
natural gas (LNG) and sale of natural gas

Sempra Global is a holding company for most ofsubsidiaries that are not subject to Californiditytiegulation. Sempra Global's

principal business units, which provide energyteggroducts and services, are

= Sempra Commodities

= Sempra Generation

= Sempra Pipelines & Storage
= Sempra LNG

A description of each business unit follows.

Sempra Commoditie

Sempra Commodities holds our investment in RBS $ar@pmmodities LLP (RBS Sempra Commodities), atjeémture with RBS
The partnership was formed on April 1, 2008 from cemmodities-marketing businesses previously teglan this business unit.
The partnership's commodities-trading businesse® seistomers in the global markets for natural gatural gas liquids, power,
petroleum and petroleum products, coal, emissietmsnol and base metals. The board of RBS Semprar@dities is comprised of
seven directors, four of whom are representati¥é¥B5 and three of whom are representatives of $aipergy. The consent of
Sempra Energy is required before the partnershiptale certain significant actions, including méatky changing the scope of the

partnership's businesses and entering into agrderagsignificant size or duration.

In November 2009, RBS announced its intention tesli its interest in RBS Sempra Commodities foltayva directive from the
European Commission to dispose of certain asset&edruary 16, 2010, Sempra Energy, RBS and thagrahip entered into an
agreement with J.P. Morgan Ventures Energy Corjwordd.P. Morgan Ventures), whereby J.P. Morganties will purchase the

following businesses from the joint venture:
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= the European power and gas business
= the investor products business

RBS Sempra Commodities will retain its North Amarigpower and natural gas trading businesses anetdisenergy solutions
business. These businesses have historically aenle40 to 60 percent of total earnings of therimssies in the partnership, and
averaged more than 50 percent.

Subject to obtaining various regulatory approvaid ather conditions, the transaction is expectezldse in the second quarter of
2010. J.P. Morgan Ventures will pay an aggregatehmse price equal to the estimated book valesing of the businesses
purchased, generally computed on the basis ofnatiemal financial reporting standards (IFRS) (dsped by the European Union),
plus an amount equal to $468 million. Sempra Enerigfybe entitled to 53-1/3 percent of the aggregatirchase price, and RBS will
be entitled to 46-2/3 percent of the aggregatelmasge price. We estimate the proceeds that weveereim this transaction will
approximate $835 million, excluding undistributeatipership earnings through November 2009.

In connection with the transaction, we and RBSreténto a letter agreement to negotiate, prialdsing of the transaction,
definitive documentation to amend certain provisiofithe Limited Liability Partnership AgreementethApril 1, 2008 between
Sempra Energy and RBS. As RBS continues to beatkligto divest its remaining interest in the paship, the letter agreement a
provides for negotiating the framework for the etatiming of bids for the remaining part of the panship’s business.

We provide further discussion about RBS Sempra Codities and the pending transaction with J.P. Morgantures in Notes 3, 4,
6 and 20 of the Notes to Consolidated Financiak&tants. Sempra Commodities also includes the tipgnasults of Sempra
Rockies Marketing, which holds firm service capaoih the Rockies Express Pipeline.

Sempra Generatiol

Sempra Generation develops, owns and operates|ds imterests in, electric power plants servinglghale electricity markets in
North America. It sells electricity under Ic-term contracts and into the spot market and atberpetitive markets. Sempra
Generation purchases natural gas to fuel its negasafired power plants and may also purchaseréaig in the open market to
satisfy its contractual obligations. Sempra Gemnenalso develops, owns and invests in renewaldeggrgeneration projects.

The following table provides information about eadlsempra Generation's power plants. Approximatéi and 60% of this
generating capacity is under long-term contracth thie California Department of Water Resources @)\WWnd other parties through
2010 and 2011, respectively.

SEMPRA GENERATION POWER PLANTS
Capacity in Megawatts (MW)

Maximum Generating First

Power Plant Capacity 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 Il 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

Sempra Generation’s three 100%-owned facilitiessdiée Power, Termoeléctrica de Mexicali and Elddior, sell the majority of
their output under long-term purchased-power catdrdl he largest contract is with the DWR and pesifor 1,200 MW to be
supplied during all hours and an additional 400 MWing on-peak hours. This contract ends Septe@®e2011. Sempra
Generation also has other purchased-power contgatsarily with RBS Sempra Commodities, to seliyirag amounts of power
through 2012. In addition to these contracts, Seng@neration has a purchased-power contract egpiriDbecember 2010 that
permits the call for delivery of up to 300 MW ofwer, both during on-peak and off-peak hours, ateglgtermined price. The
remaining output of our 100%wned facilities (excluding the El Dorado solarifiag) is available to be sold into energy marketsa
day-to-day basis.

The EIl Dorado facility (excluding the solar fagilitwill be sold at book value to SDG&E on OctobeR011, which coincides with
the end of the DWR contract.
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El Dorado Energy Solar plant (El Dorado Solar). Page 5105 of 7002

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

In 2009, Sempra Generation invested $235 milliosh laecame an equal partner with BP Wind Energy, allwlowned subsidiary of
BP p.l.c., in the development of the 200-MW FovRidge Il Wind Farm (Fowler Ridge II) northwest ofdianapolis, Indiana. The
project uses 133 General Electric wind turbinesheaith the ability to generate 1.5 MW. Fowler Redig went into full commercial
operation in December 2009. The project's entikegi@utput has been sold under four long-term eatsgt each for 50 MW and 20-
year terms. Our investment in Fowler Ridge Il isamted for as an equity method investment.

Sempra Pipelines & Storag

Sempra Pipelines & Storage develops, owns and s holds interests in, natural gas pipelimessaorage facilities in the
United States and Mexico, and in companies thatigeonatural gas or electric services in Argenti@hile, Mexico and Peru.
Sempra Pipelines & Storage is currently pursuirgséle of its interests in the Argentine utilitiedich we discuss further in Note 4
of the Notes to Consolidated Financial Statements.

Sempra Pipelines & Storage's natural gas distobutiility that operates in three separate areddexico had a customer count of
91,300 and sales volume of 52 million cubic feetgey in 2009. Sempra Pipelines & Storage's pipaliystem in Mexico had a
contracted capacity for up to 2,600 million culeef per day in 2009.

Sempra Pipelines & Storage also owns and opemtéslds interests in, natural gas undergroundcagmand related pipeline
facilities in Alabama and Mississippi (Sempra Midaim) and owns Mobile Gas Service Corporation (MoBias), a small regulated
natural gas distribution utility in Southwest Alaba. These businesses were formerly the operatfdBeargySouth, which we
acquired in October 2008.

Sempra Pipelines & Storage, Kinder Morgan Energyriess, L.P. (KMP) and ConocoPhillips jointly owthrough Rockies Express
Pipeline LLC (Rockies Express), a natural gas pigelthe Rockies Express Pipeline (REX), that lipksducing areas in the Rocky
Mountain region to the upper Midwest and the eastkrited States. Our participation in the pipei®@5 percent. Sempra Rockies
Marketing, part of our Sempra Commodities segnies,an agreement with Rockies Express for 200anittubic feet per day of
capacity on the REX, which has a total capacity.8fbillion cubic feet (Bcf) per day. Sempra Re&skMarketing has released a
portion of its capacity to RBS Sempra Commoditaag] RBS Sempra Commodities has assisted SempraeRddkrketing with
marketing the remaining capacity. REX-West, thensewgt of the pipeline which extends 713 miles frévea €heyenne Hub to
Audrain County in Missouri, began interim servinelanuary and full service in May 2008. REX-Eastich extends 638 miles from
Audrain County to Clarington in Ohio, was complebtedNovember 2009.

Sempra LNG

Sempra LNG develops, owns and operates receiptrtalsrfor importing LNG, and has supply and mamkgtigreements to purchi
LNG and sell natural gas. Sempra LNG utilizes i3 receipt terminals by entering into long-ternmficapacity service agreements
when able to do so. Under these agreements, custqguag Sempra LNG capacity reservation fees tatsdacilities to receive, store
and regasify the customer's LNG. Sempra LNG alsp emgéer into short-term and/or long-term supplyeggnents to purchase LNG
to be received, stored and regasified at its teatsifor sale to other parties.

Sempra LNGS Energia Costa Azul LNG receipt terminal in Bagifornia, Mexico began commercial operations iny\2908 and i
capable of processing 1 Bcf of natural gas per @ihg.Energia Costa Azul facility currently genesatevenue under a capacity
services agreement with Shell México Gas Naturaé(y expiring in 2028, that permits Shell to wse-half of the terminal's
capacity. In April 2009, Shell assigned a portidit®terminal capacity at Energia Costa Azul tz@am Marketing & Trading
Mexico, transferring all further rights and obligets with respect to the assigned capacity.

Sempra LNG has an LNG purchase agreement with TamB§C Contractors (Tangguh PSC) for the supptii@tquivalent of 500
million cubic feet of natural gas per day from Tgag PSC's Indonesian liquefaction facility to theeEyia Costa Azul receipt
terminal at a price based on the Southern Califoboirder index price for natural gas. Sempra LN&a&5-year contract to sell an
average of approximately 150 million cubic feet gay of natural gas to Mexico’s national electioenpany, Comision Federal de
Electricidad (CFE) at prices that are based orsiiethern California border index price. If natugabk volumes received from
Tangguh PSC are not sufficient to satisfy the commint to CFE, Sempra LNG may purchase naturalrgas RBS Sempra
Commodities. Sempra LNG also has an agreementRB® Sempra Commodities for RBS Sempra Commoditi@sarket any
volumes purchased from Tangguh PSC that are ndtsdhe CFE.
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A nitrogeninjection facility at Energia Costa Azul placedsirvice by Sempra LNG in December 2009 allows@pmaaninadpiatert 2 of 2
LNG cargoes from a wider variety of sources and/oies additional revenue from payments for capaeisgrvatidadfeetOarmi f8es
nitrogen injection services.

Sempra LNG’s Cameron LNG receipt terminal in Hackfpe_ouisiana, began commercial operations in 2099 and is capable of
processing 1.5 Bcf of natural gas per day. CameN@ generates revenue under a capacity servigegagnt for approximately
600 million cubic feet of natural gas per day tlglb2029. Sempra LNG also has a short-term LNG @sefagreement with Ras
Laffan Liquefied Natural Gas Company Limited (Ras{ar the supply of up to 32 cargoes during 2@t ®RasGas' option. The
purchase price of cargoes from RasGas is baseddtetrindex prices located in the U.S. Gulf of MexiSempra LNG has an
agreement to sell natural gas to RBS Sempra Conire®dit the Cameron Interstate Pipeline.

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

REGULATION OF SEMPRA UTILITIES AND OTHER BUSINESS U NITS

The Sempra Utilities are regulated by federal eséatd local governmental agencies. The primarylaégry agency is the California
Public Utilities Commission (CPUC). The CPUC regetathe Sempra Utilities' rates and operationsalif@nia, except for
SDG&E's electric transmission operations. The Fadenergy Regulatory Commission (FERC) regulate&&B's electric
transmission operations. The FERC also regulatessitate transportation of natural gas and vanielaged matters.

The Nuclear Regulatory Commission regulates SONG&®hich SDG&E owns a 20-percent interest. Muniéifes and other local
authorities regulate the location of utility assétsluding natural gas pipelines and electricdinBempra Energy's other business
units are also regulated by the FERC, various s@temissions, local governmental entities, androgimilar authorities in countries
other than the United States.

EXECUTIVE SUMMARY

BUSINESS STRATEGY

Our ongoing focus is to enhance shareholder valdenzeet customer needs by developing and operatitgble portfolio of energy
businesses with long-term, predictable cash flows.

The key components of our strategy include the¥aihg:

= development of natural gas and renewable-energgstuficture;
= investment in our utilities; and

= marketing energy commodities in North America.

We have based our strategy on a market view ticagrézes that:
= current and emerging state and federal policiepateleaner forms of energy
= policy trends point toward three business pricsitie
1. cleaner fuels
= natural gas
= renewables
2. enabling infrastructure
= natural gas pipelines, storage and LNG receiptiteais
= 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 emslcalating concerns about climate change anfitilve regulation of
greenhouse gases. Our focus on clean fuels angyeegiciency is a sustainable model that resuita smaller carbon footprint.
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KEY ISSUES IN 2009

Below are the key issues that affected our busiime2809; some of these issues may continue tetafier future results. Each issue
includes the page number you may reference fottiaddi details.

RBS, following a directive from the European Comsios, announced its intention to divest its 51-patshare
of RBS Sempra Commaodities (5).

Sempra LNG's Cameron LNG receipt terminal beganngemial operations in July 2009 (7).

Sempra LNG’s Energia Costa Azul nitrogen-injecfiacility was placed in service in December 2009 (7)
The Rockies Express-East pipeline was completétbirember 2009 (7).

Sempra Pipelines & Storage completed its Camertandiate Pipeline project in June 2009 (32).
Sempra Generation invested $235 million and becamequal partner in Fowler Ridge 11 in 2009 (6).
The Otay Mesa Energy Center commenced commercghtipns in October 2009 (103).

SDG&E installed approximately 355,000 advanced mseterough December 31, 2009 and is on schedule to
complete the full installation of approximately Irdllion electric and 850,000 natural gas metershgyend of
2011 (179).

We increased quarterly dividends on our commoneshir $0.39 per share ($1.56 per share annually) (3
We recorded an asset write-off related to the ltib€as Storage (Liberty) project that reduced emmby $64
million (103).

SDG&E entered into agreements to settle a sigmifipartion of claims related to the 2007 Californigdfire
litigation; however, a substantial number of unhesd claims remain (181).

RESULTS OF OPERATIONS

We discuss the following in Results of Operations:

Overall results of our operations and factors diifigcthose results
Our business unit results
Significant changes in revenues, costs and eartietygeen periods
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OVERALL RESULTS OF OPERATIONS OF SEMPRA ENERGY AND FACTORS AFFECTING THE RESULTS

The graphs below show our overall operations fr@®52to 2009.

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

Income from Continuing Operat ons

Attributable to Common Shares Eamings(1)
21,408
2oE1 51125 21113 21 1% 21,088 21112 21 NG
2513 3520
02005 0 2006 @2007 B 2002 m2005
Diluted Eamings Per Share Weighted Average # Shares Outstanding

5.8
24

il

]
[
(7]
on

02005 O200E @ 2007 B200E m 2005

(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 attréale to common shares increased from 2008 due to:
= improved results at Sempra LNG; and

= higher earnings at the Sempra Utilitieffset by

= |lower earnings at Sempra Generation; and

= higher losses at Parent and Other.

Improved operating results at Sempra Pipelines@&édfe were negatively impacted by an after-taxeaoft of $64 million related to
the Liberty project in 2009.

Diluted earnings per share in 2009 increased b§per share, primarily from the reduction in skayatstanding from our $1 billic
share repurchase in 2008 ($0.07 per share) andessilh of our increased earnings ($0.02 per share)

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

= lower earnings at Sempra Commodities due to owraed ownership interest in the business; and

= higher net losses at Parent and Otbéset by

= improved results at the Sempra Utilities, Sempradeation and Sempra Pipelines & Storage.
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Diluted earnings per share in 2008 increased b®&Per share, primarily as a result of the reduciioshares outs?zgr?dslng from our
$1 billion share repurchase and from increasedirgsnThe impact from the share repurchase wasiéiya$0.20 per share.

The following table shows our earnings (losseshpiginess unit, which we discuss below in "Busingsi Results."

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 Commadities' 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.

BUSINESS UNIT RESULTS

The following section is a discussion of earnirlgsges) by Sempra Energy business unit, as it appethe table above.

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

SDG&E SoCalGas

02007 2008 m 2005

SDG&E

Our SDG&E business unit recorded earnings of:

= $344 million in 2009 ($349 million before preferrdividends)
= $339 million in 2008 ($344 million before preferrdividends)
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In 2009, the increase of $5 million (1%) was due to

= $26 million net favorable impact from the resoluatiof litigation in 2009 compared to an increasétigation
reserves in 2008;

= $21 million higher CPUC authorized margin in excefhigher operation and maintenance expenses; and
= $8 million higher electric transmission margaffset by

= $21 million due to regulatory awards in 2008;

= $9 million higher liability insurance premiums foildfire coverage;

= $7 million from the resolution of regulatory maten 2008 that favorably impacted earnings;

= $6 million lower favorable impact from the resoartiof prior years' income tax issues; and

= $6 million higher net interest expense.

In 2008, the increase of $56 million (20%) was tiue
= $62 million increased CPUC authorized margin inessscof higher operation and maintenance expenses;

= $14 million favorable effect from lower income teates on current operating activity in 2008 fromirsrease in
tax deductions, as we discuss in "Income Taxesvizel

= $8 million higher regulatory awards in 2008; and
= $6 million higher electric transmission earning2808 due to a higher rate bas#set by

= $19 million lower favorable resolution of regulatanatters in 2008 ($7 million in 2008 compared 26 $nillion
in 2007); and

= $18 million due to higher litigation expenses ir08q$25 million in 2008 compared to $7 million i007).

SoCalGas

Our SoCalGas business unit recorded earnings of:

= $273 million in 2009 ($274 million before preferrdividends)
= $244 million in 2008 ($245 million before preferrdividends)
= $230 million in 2007 ($231 million before preferrdividends)

In 2009, the increase of $29 million (12%) was tlue
= $25 million higher CPUC authorized margin in excefhigher operation and maintenance expenses;

= $12 million from a lower effective tax rate (excind the impact of the resolution of prior year€ame tax
issues);

= $7 million primarily due to litigation reserves meded in 2008; and

= $3 million higher noncore natural gas storage easjoffset by

= $7 million from the resolution of a regulatory neattn 2008 that favorably impacted earnings;

= $7 million higher net interest expense; and

= $4 million lower favorable impact from the resobutiof prior years' income tax issues ($1 milliofiaworable in
2009 compared to $3 million favorable in 2008).

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

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

= $7 million favorable resolution of a regulatory teatin 2008;

= $7 million from increased CPUC authorized margirxtess of higher operation and maintenance expeasd

= $3 million higher regulatory awards ($9 million2008 compared to $6 million in 2000ffset by

= $8 million increase in litigation expenses;

= $7 million lower noncore natural gas storage reeeinl2008 due to a new earnings sharing mechamsfféct
for 2008 associated with the 2008 Biennial Cosbédltion Proceeding decision ($9 million in 2008 pamed to
$16 million in 2007), as we discuss in Note 16h& Notes to Consolidated Financial Statements; and

= $5 million higher bad debt expense in 2008.
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EARNINGS (LOSSES) BY BUSINESS UNIT — SEMPRA GLOBAL FET I REI AL
(Dollars in millions)

Sempra Pipelines &
Sempra Commodities  Sempra Generation Storage Sempra LNG
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Sempra Commaoditie

Our Sempra Commodities business unit recorded regsruf:

= $345 million in 2009

= $345 million in 2008

= $499 million in 2007

Results for 2009 and the second through the fayutirters of 2008 primarily represent our equityngggs from RBS Sempra

Commodities, the joint venture formed on April D03, as well as other items discussed below. Refrl2007 and the first quarter
of 2008 represent 100% of the commodities-marketinginesses' earnings until the formation of th jeenture.

The results in 2009 included a $9 million improveri@ Sempra Rockies Marketing and reflect our oedliownership interest in t
commodities-marketing businesses starting in A2008. Results in 2008 included:

= a $67 million gain on the transaction to form tbimf venture with RBSoffset by

= $34 million of expenses, primarily charges foglitiion and an unfavorable impact of prior yearsbime tax
issues; and

= a $17 million write-down related to a counterpantgdit issue.

The decrease in 2008 compared to 2007 of $154omi(81%) was due to our decreased ownership irteréise business, offset by
the gain on the transaction with RBS.

Sempra Generatiol

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 t
= a $31 million reduction in earnings from the effeof lower gas prices in 2009;

= $4 million income tax expense in 2009 related todan currency translation and inflation adjustnsent
compared to a $14 million income tax benefit in 0énd

= $9 million solar investment tax credits in 2008.
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= $16 million lower income tax expense related to Mam currency translation and inflation adjustmpatsl
= $9 million solar investment tax credits in 2008.

Sempra Pipelines & Storag

Our Sempra Pipelines & Storage business unit recbedrnings 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 assat the Liberty projectffset by

= $22 million lower taxes, primarily due to a favoi&impact from the resolution of prior years' inaiax issues
($13 million favorable in 2009 compared to $9 moifliunfavorable in 2008);

= $17 million higher earnings from a full year of LN@lated pipeline operations in Mexico, which conmeed in
the second quarter of 2008;

= $12 million higher earnings from its domestic natigas distribution, pipelines and storage asseis;
= $8 million higher earnings from its investmentsSiouth America, primarily due to improved operatiagults.

The increase of $42 million (66%) in 2008 was due t
= $30 million from Rockies Express-West, which begaerations in the first quarter of 2008; and

= $18 million of higher earnings from the commencetr@#iLNG-related pipeline operations in Mexico et
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 mill{@85%) was due to:

= $72 million higher earnings from the start-up ofrkeing and terminal operations, of which $37 roitlirelates
to revenues related to contractual customer oldtigatfor non-delivery of cargoes and tax benefitsrf the
reallocation of certain intercompany expensesheeibf which are expected to recur over the longteffset by

= a $10 million after-tax cash payment received i6&fbr the early termination of a capacity agreenfienthe
Cameron LNG receipt terminal.
Although losses remained the same as 2007, 200&leat the following items compared to 2007:

= $15 million lower mark-to-market losses relatectoatural gas marketing agreement with RBS Sempra
Commodities; and

= a $10 million after-tax cash payment received figr ¢arly termination of a capacity agreement ferGameron
LNG receipt terminalpffset by

= $22 million higher general and administrative aperating expenses, including $13 million of costsLiNG
supplies for the Energia Costa Azul LNG receipiieal.
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Parent and Othel Page 5113 of 7002
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 (268ay primarily due to:

= $64 million higher interest expense primarily frémng-term debt issued in 2008 and 2009, partidiyet by $18
million reduced interest expense on commercial papeowings due to lower interest rates;

= $25 million in lower benefits from the resolutiohgrior years' income tax issues, primarily du&é1® million of
benefits in 2008 compared to a $6 million expens2009;

= $7 million in lower consolidated and parent tax éfgs compared with 2008; and
= $10 million favorable impact of an interest adjustrnin 2008 related to litigation reserveffset by

= $18 million investment gains in 2009 on dedicatsskss in support of our executive retirement aridroded
compensation plans due to improved market conditioampared to investment losses of $23 millioRdA8.
These amounts are net of the increase in defeegbensation liability associated with the investtspand

= $19 million lower general and administrative expEns

The increase in losses in 2008 of $30 million (4%%a¥ primarily due to:

= $23 million of investment losses in 2008 compare®8 million of gains in 2007 on dedicated assetsupport of
our executive retirement and deferred compensafiemms due to market declines in 2008. This amaunget of
the reduction in deferred compensation liabilitgagated with the investments;

= $14 million gain from interest rate swaps in 208

= $8 million Mexican peso exchange losses, net ofloMexican currency translation and inflation tax
adjustmentsoffset by

= $13 million lower income tax expense primarily frahe higher favorable resolution of prior yearsame tax
issues in 2008; and

= $10 million lower interest expense related to &tign reserves in 2008.

CHANGES IN REVENUES, COSTS AND EARNINGS

This section contains a discussion of the diffeesnisetween periods in the specific line items ef@onsolidated Statements of
Operations for Sempra Energy, SDG&E, PE and SoGalGa

Sempra Utilities Revenue

Sempra Utilities revenues are comprised of nafyaalrevenues at SDG&E and SoCalGas, and elecieaues at SDG&E.
Intercompany revenues included in the separatentmseof each utility are eliminated in the Sempnargy Consolidated Statements
of Operations.

The current regulatory framework permits the cdstadural gas purchased for core customers (priynegsidential and small
commercial and industrial customers) to be passe gustomers substantially as incurred. HoweSe€alGas' Gas Cost Incentive
Mechanism (GCIM) provides SoCalGas the opportuttitghare in the savings and/or costs from buyingrahgas for its core
customers at prices below or above market-basedhtydmenchmarks. This mechanism permits full reeg\a# costs incurred when
average purchase costs are within a price rangmdra monthly benchmark price. Any higher costsiired or savings realized
outside this range are shared between the corernast and SoCalGas. Through March 31, 2008, wh&al&as assumed the
purchasing for SDG&E's core customer natural ggairements on a combined portfolio basis, SDG&E aa@milar incentive
mechanism that allowed cost sharing. We providth&rdiscussion in Notes 1 and 16 of the Notesdns@lidated Financial
Statements.

Sempra Utilities: Natural Gas Revenues and CostNatural Gas

The tables below show natural gas revenues for Sefpergy, SDG&E and SoCalGas. The Sempra Energgdlidated amounts
reflect SDG&E and SoCalGas revenues, net of intapamy transactions. Because the cost of naturakgasovered in rates,
changes in the cost are reflected in the changes/enues.
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SEMPRA ENERGY CONSOLIDATED:

NATURAL GAS SALES AND TRANSPORTATION 2007-2009

(Volumes in billion cubic feet, dollars in millions)

Page 5114 of 7002

Natural Gas Sales Transportation Total
Customer class Volumes Revenue Volumes Revenue Volumes Revenue
20009:
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.

In 2009, our natural gas revenues decreased bybfilioh (30%) to $3.8 billion, and the cost of nedl gas decreased by $1.7 billion
(53%) to $1.5 billion. The decrease in revenues pvasarily due to:

= the decrease in cost of natural gas, which wasecapsmarily by lower natural gas prices; and

= $24 million lower franchise fees at SoCalGaffset by

= $80 million higher recovery of CPUC-authorized spsthich revenues are fully offset in operation and

maintenance expenses; and

= $53 million higher authorized base margin at So@alGn accordance with the CPUC's 2008 General Base

(2008 GRC) decision.

In 2008, our natural gas revenues increased by $850n (11%) to $5.4 billion, and the cost of oedl gas increased by $481
million (17%) to $3.2 billion. The increase in renes was primarily due to:

= the increase in cost of natural gas, which waseazhpsimarily by higher natural gas prices;

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

= $24 million due to revenue sharing in 2007 at S@aal Effective with the adoption of the 2008 GR, t
Sempra Utilities are no longer subject to the pennce-based regulation that required this revehaeng; and

= $12 million favorable resolution of a regulatorytteain 2008,0ffset by

= $11 million lower noncore natural gas storage reeein 2008.

We discuss the changes in the cost of naturalrghsgidually for SDG&E and SoCalGas below.



WPD-6
Screening Data Part 2 of 2

SDG&E: NATURAL GAS SALES AND TRANSPORTATION 2007-20 09
(Volumes in billion cubic feet, dollars in millions)
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Natural Gas Sales Transportation Total
Customer class Volumes Revenue Volumes Revenue Volumes Revenue
20009:
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 -$ - 323 405
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 decreas&d 89 million (29%) to $490 million, and the costraftural gas decreased by
$209 million (50%) to $206 million. The decreasenatural gas revenues was primarily due to theedser in cost of natural gas

caused by lower natural gas prices, as we disalssvb

In 2008, SDG&E's natural gas revenues increasekBhymillion (5%) to $689 million, and the cost @ftaral gas increased by $23

million (6%) to $415 million. The increases werénmarily due to higher natural gas prices.

The average cost of natural gas was $4.61 per dndusubic feet (Mcf) for 2009, $8.88 for 2008 ai®dd® for 2007. In 2009, the 48-
percent decrease of $4.27 per Mcf resulted in loeeenues and cost of $190 million compared to 2002008, the 10-percent
increase of $0.82 per Mcf resulted in higher resnand 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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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.

In 2009, SoCalGas' natural gas revenues decregs&tld billion (30%) to $3.4 billion, and the cadtnatural gas decreased by $1.5
billion (53%) to $1.3 billion. The decrease in raues was primarily due to:

= the decrease in cost of natural gas, which wasechpismarily by lower natural gas prices, as weuks below;
and
= $24 million lower franchise feesffset by

= $74 million higher recovery of CPUC-authorized spsthich revenues are fully offset in operation and
maintenance expenses; and

= $53 million higher authorized base margin in aceoa® with the CPUC's 2008 GRC decision.
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In 2008, SoCalGas' natural gas revenues increas8dds million (11%) to $4.8 billion, and the cadtnatural gaSdreeriagedtey @t 2 of 2
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= the increase in cost of natural gas, which wasezhpsimarily by higher natural gas prices;
= $24 million higher authorized base margin in aceoa® with the CPUC's 2008 GRC decision;

= $24 million due to revenue sharing in 2007. Effeetivith the adoption of the 2008 GRC, SoCalGaitnger
subject to the performance-based regulation thatired this revenue sharing;

= $12 million favorable resolution of a regulatorytteain 2008; and
= $6 million higher regulatory awardsffset by
= $11 million lower noncore natural gas storage reeein 2008.

The average cost of natural gas was $4.00 per &&@@309, $8.26 for 2008 and $6.81 for 2007. In 2@B8 52-percent decrease of
$4.26 per Mcf resulted in lower revenues and cb$tlat billion compared to 2008. In 2008, the @rcent increase of $1.45 per N
resulted in higher revenues and cost of $499 miliompared to 2007.

Sempra Utilities: Electric Revenues and Cost of &iéc Fuel and Purchased Powe

The table below shows electric revenues for SeBpeagy and SDG&E. Sempra Energy Consolidated arsanetnet of
intercompany transactions. Because the cost ofrigliég is substantially recovered in rates, chagethe cost are reflected in the
changes in revenues.

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.

In 2009, electric revenues decreased by $134 mi{86) at Sempra Energy Consolidated and $136anil6%) at SDG&E to $2.4
billion, and the cost of electric fuel and purcthpewer decreased by $228 million (25%) to $672iomil The decreased revenue:
2009 were primarily due to:

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

= $36 million lower regulatory awards; offset by

= $54 million higher authorized base margin on elegeneration and distribution;
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= $35 million higher recovery of CPUC-authorized spsthich revenues are fully offset in operation and
Page 5118 of 7002

maintenance expenses; and
= $32 million higher authorized transmission margin.

In 2008, electric revenues increased by $369 mil{itr%) at Sempra Energy Consolidated and $368mi{lL7%) at SDG&E to
$2.6 billion, and the cost of electric fuel and ghased power increased by $201 million (29%) ta0%®dlion. The increased
revenues in 2008 were primarily due to:

= the increase in cost of electric fuel and purchas®der resulting from an increase in power procuaeincosts,
both from higher prices and volumes;
= $107 million higher authorized base margin on elegeneration and distribution;

= $55 million higher recovery of CPUC-authorized spsthich revenues are fully offset in operation and
maintenance expenses;

= $12 million higher regulatory awards; and
= $8 million higher authorized transmission margifiset by
= $22 million from the favorable resolution of a réagory matter in 2007.

We do not include in the Consolidated StatementSpdrations the commaodity costs (and the reveruescover those costs)
associated with long-term contracts that are alkitto SDG&E by the California DWR. However, weidolude the associated
volumes and distribution revenues in the table ab®Ve provide further discussion of these contreciéote 1 of the Notes to
Consolidated Financial Statements.

Sempra Global and Parent: Revenues and Cost of §
The table below shows Sempra Global and ParenvsriRes and Cost of Sales.

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)

$ 1,886 100 % |$ 2,786 100 % |$ 4,385 100 %

Total revenues
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.

In 2009, our Sempra Global and Parent revenuegdsed by $900 million (32%) to $1.9 billion. Thedmse include
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= $427 million lower revenues from Sempra Commoditiédse 2008 revenues of $500 million were primafuly
periods prior to the formation of RBS Sempra Comities} offset by
= $204 million higher revenues at Sempra LNG, pritgatue to a full year of operations at its Energizsta Azul
LNG receipt terminal and the start up of operatiangs Cameron LNG receipt terminal.
In 2008, our Sempra Global and Parent revenueedsed by $1.6 billion (36%) to $2.8 billion. Thed=mse included

= $2.2 billion lower revenues from Sempra CommoditRsvenues in 2008 and 2007 included $500 milliweh a
$2.7 billion, respectively, for Sempra Commoditi€eese revenues were primarily for periods pricthi®
formation of RBS Sempra Commodities; offset by

= $308 million higher revenues at Sempra Generagiamarily due to increased power sales and faverabtural
gas prices and merchant sales activity;

= $143 million higher revenues at Sempra PipelineSté&rage, primarily from Mexican pipeline operati@rsi the
consolidation of EnergySouth starting in Octobed&0and

= $96 million higher revenues at Sempra LNG, inclgd®74 million from the commencement of commercial

operations at its Energia Costa Azul LNG receiphiteal in May 2008 and $22 million lower mark-to-rket

losses related to a natural gas marketing agreewitnRBS Sempra Commaodities.
In 2009, our cost of natural gas, electric fuel pacchased power decreased by $695 million (429%9%6 million. The decrease in
2009 from 2008 was associated with lower reventi€&mpra Generation and Sempra Pipelines & Stoddfget by increased costs
associated with the higher revenues at Sempra LNG.

Our cost of natural gas, electric fuel and purctasmver increased by $369 million (28%) to $1.Tidml in 2008. The increase over
2007 was primarily associated with the higher ressnat Sempra Generation, Sempra Pipelines & St@ag Sempra LNG.

In 2009, our other cost of sales decreased by #1ilidn (56%) to $80 million. Compared to 2007, aither cost of sales decreased
$806 million (82%) to $182 million in 2008. The deases in 2009 and 2008 were primarily due to educed interest in our
commodities-marketing businesses. Other cost eksatluded $178 million in 2008 and $988 million2007 for Sempra
Commodities, primarily for periods prior to the fficaition of RBS Sempra Commaodities.

Operation and Maintenance
In the table below, we provide a breakdown of ausibess 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 a4 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 sgpém 2009 included
= $235 million from our reduced interest in our condities-marketing businesses; and
= $58 million lower litigation expense at the Sempitdities; offset by

= $166 million higher recoverable expenses (offsetirenues) and other operational costs at the Sebiities;
and

= higher operation and maintenance costs at othep&e@lobal business units, including $21 milliorSampra
Pipelines & Storage primarily from the consolidatiaf Mobile Gas, which we acquired in October 20@&q $17
million at Sempra LNG primarily due to a full yeafroperations at the Energia Costa Azul LNG receiphinal,
which commenced operations in May 2008, and thencentement of operations at the Cameron LNG receipt
terminal in July 2009.

In 2008, our operation and maintenance expenseeatEd due to $670 million lower expenses fromreduced interest in our
commoditiesmarketing businesses, offset by higher recoverakpenses (offset in revenues), litigation expemskather operation
costs at the Sempra Utilities.

SDG&E
In 2009, SDG&E's operation and maintenance expdansesased by $48 million (5%) due
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= $15 million higher liability insurance premiums faildfire coverage and
= $7 million at the Otay Mesa Energy Center (OMEQ)jack began operating in October 2009; and

= $41 million higher recoverable expenses, includgg million at SONGS and $13 million for the Califta
Solar Initiative programpffset by

= $47 million lower litigation expense.

In 2008, the increase in SDG&E operation and maatee expenses of $106 million (13%) was due to:
= $61 million higher recoverable expenses, including:
= $35 million higher energy efficiency program expemand
= $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 egpénsreased by $60 million (6%) due to:

= $74 million higher recoverable expenses, primdrityn contributions to employee benefit planffset by
= $11 million lower litigation expense; and

= $3 million lower other operational and maintenaogsts.

In 2008, the increase in SoCalGas operation andterence expenses of $57 million (6%) was due to:
= $41 million higher other operational costs, inchgli
» $13 million higher materials and supplies costs,
= $10 million higher labor and employee benefits s@std
= $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 Page 5121 of 7002
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 relatedhe sale of the commodities-marketing businesgesRBS Sempra Commodities,
which we discuss in Note 3 of the Notes to Constéid Financial Statements.

Write-off of Long-lived Assets

In 2009, we recorded a $132 million write-off reldtto certain assets at one of Sempra Pipeline®age’s Liberty Gas Storage
natural gas storage projects. Sempra Energy'stafteshare of this write-off was $64 million. Wesduss the writ®ff of the assets |
Note 1 of the Notes to Consolidated Financial Stetes.

Equity Earnings (Losses) Before Income Tax
Sempra Energy Consolidated
The earnings from our investment in RBS Sempra Codities, which was formed in April 2008, were $468lion in 2009 and

$383 million in 2008. We provide additional infortitan about this investment's earnings in Note thefNotes to Consolidated
Financial Statements.

Equity earnings (losses) before income taxes framother 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 sthoperations of Rockies Express-West in the fitsdrter of 2008. Further details
about our equity method investments are providedate 4 of the Notes to Consolidated Financial eStegnts.

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 usathg construction (AFUDC) at the Sempra Utibtieegulatory interest, gains
and losses from our investments and interest vedps, and other sundry amounts.

The increase in other income, net, in 2009 was gmilypndue to:

= $108 million increase from investment activity tekhto our executive retirement and deferred corsgutson
plans in 2009 ($55 million of gains in 2009 comphte $53 million of losses in 2008);

= a $27 million gain from interest rate swaps at Q¢sa VIE in 2009 compared to a $54 million los2@98; and

= $57 million in Mexican peso exchange losses in 20@gely offset by foreign tax benefits arisingrr
fluctuations in the U.S. dollar/Mexican peso exadmrate and inflationpffset by

= $16 million cash payment received for the earlynieation of a capacity agreement for the CameroLrsceipt
terminal in 2008.

The increase in other expense, net, in 2008 wasapiy due to:

= $80 million decrease from investment activity rethto our executive retirement and deferred congi@rsplans
in 2008 ($53 million of losses in 2008 compare&2d@ million of gains in 2007);

= $57 million in Mexican peso exchange losses in 20@gely offset by foreign tax benefits arisingrir
fluctuations in the U.S. dollar/Mexican peso exadmnate and inflation); and

= $54 million loss from interest rate swaps at Otagsil VIE in 2008 compared to $7 million net gai2@®7 from
interest rate swaps ($24 million gain from otheeiast rate swaps, offset by $17 million loss filomy Mesa
VIE interest rate swapsdffset by

= $16 million cash payment received for the earlynieation of a capacity agreement for the CameroLrsceipt
terminal in 2008.

SDG&E

Other Income (Expense), Net, was

= $64 million in 2009

= $(29) million in 2008
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The change in 2009 was primarily due to a $27 amilljain from interest rate swaps at Otay Mesa YIEG09 compared to a $54
million loss in 2008.

The increase in other expense, net, in 2008 ind$® million higher losses from interest rate ssvapOtay Mesa VIE ($54 million
in 2008 compared to $17 million in 2007), offsetéb$10 million increase in allowance for equitydsrused during construction.

Further details of the components of Other IncoEypénse), Net, appear in Note 1 of the Notes tosGlistated Financial
Statements.

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

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

In 2009, Sempra Energy Consolidated's interesticdecreased due to:
= $5 million lower interest income from our reducednership interest in the commodities-marketing besses;
= $4 million associated with the remarketing of intia development bonds in 2009 at Parent and Qther

= $4 million from a decrease in a note receivablefdoim an unconsolidated subsidiary of Sempra Geioeras a
result of converting the note to equity; and

= lower interest rates, offset by higher averagetsteom investment balances.

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

= lower interest income at SoCalGas, which we disbedsw; and

= lower interest rates on notes receivable due fremBa Energy to PE, partially offset by higher agerbalances
on those notes.

The decrease in SoCalGas' interest income in 2@3&9prmarily due to:

= decreased interest income from lower interest ratgially offset by higher average short-termastment
balances in 2009 compared to 2008; and

= |lower interest rates and lower average balance®tes receivable from Sempra Energy.
The decrease in SDG&E's interest income in 2009pwiasarily due to lower interest rates, offset bgher average short-term
investment balances.

In 2008, the decreases in interest income at SeBEmpeeagy Consolidated, PE and SoCalGas were priynduié to lower average
short-term investment balances and lower intesdesr
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The table below shows the interest expense for &eipergy Consolidated, SDG&E, PE and SoCalGas.

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

Sempra Energy Consolidated

Our interest expense increased by $114 million (48¢ to:

= $73 million higher net interest expense at Paradt@ther primarily from long-term debt issued ir08&nd 2009
and higher average commercial paper borrowing®@92partially offset by lower interest rates oa th
commercial paper;

= long-term debt issued in 2009 at SDG&E and in 28080CalGas, partially offset by lower interesesat
= $18 million reduced interest expense related igaliton reserves in 2008; and

= $17 million net lower capitalized interest, inclodi$26 million lower capitalized interest at SempNG due to
completion of construction projects, offset by $iflion higher capitalized interest at Sempra Piped &
Storage.

In 2008, the decrease was due to:

= $18 million reduced interest expense related tognerisis litigation reserves;

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

= $30 million effect of the repayment of long-termbtlen 2007 at Parent and Other; and
= lower interest rategffset by

= $35 million higher interest expense primarily fréong-term debt issued by SDG&E in September 20@7tan
Parent and Other in 2008; and

= $5 million net lower capitalized interest, includia reduction in interest expense at Sempra LNGaltiee start
of commercial operations at the Energia Costa ARG receipt terminal in May 2008, offset by higher
capitalized interest for Sempra Pipelines & Stoisgeojects.
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In 2009, SDG&E's interest expense increased $8amifirimarily due to long-term debt issued in 20p8rtially offset by lower

interest rates. In 2008, $10 million higher intéfesm long-term debt issued in September 2007 peaally offset by $5 million
lower short-term debt interest and $3 million higbapitalized interest.

PE and SoCalGa
In 2009, PE's and SoCalGas' interest expense sexle®? million and $6 million, respectively, printadue to longterm debt issue

by SoCalGas in the fourth quarter of 2008, pastiaffset by lower interest rates. In 2008, the dase in PE's and SoCalGas' interest
expense of $11 million and $8 million, respectivelas primarily the result of lower interest rates.
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The table below shows the income tax expense dadtiee income tax rates for Sempra Energy, SDGRE and SoCalGas.

INCOME TAX EXPENSE AND EFFECTIVE INCOME TAX RATES 2 007-2009
(Dollars in millions)
Years ended December 31,

2009 2008 2007

Effective Effective Effective

Income Tax Income Income Tax Income Income Tax 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).

Sempra Energy Consolidated

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

= higher pretax income in countries with lower statytrates;

= the impact of Otay Mesa VIE; and

= higher deductions for self-developed software ¢astset by

= higher income tax expense related to Mexican cegréranslation and inflation adjustments; and

= the impact of noncontrolling interests.

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

In 2008, the decrease in income tax expense compar2007 was due to lower pretax income and atl@ffective tax rate. The
decrease in the effective tax rate was primarily ttu

= higher favorable impact from the resolution of pyears' income tax issues in 2008;

= lower income tax expense related to Mexican cugréranslation and inflation adjustments; and

= larger tax deductions, primarily at the Sempraitits related to self-developed software costset by

= lower synthetic fuels credits generated in 2008 gared to 2007.

As the result of the implementation of Statemerfiafincial Accounting Standards (SFAS) No. 160 @cting Standards
Coadification (ASC) 810)Noncontrolling Interests in Consolidated Financ&htements — an amendment of ARB Ng.a&slwe
discuss in Note 2 of the Notes to Consolidated iéied Statements we report as part of our pretaultg the income or loss
attributable to noncontrolling interests. Howewee, do not record income taxes for this income ss@s our entities with

noncontrolling interests are currently treated asnerships for income tax purposes and thus werdyeliable for income taxes on
the portion of the earnings that are allocatedsto u

As our entities with noncontrolling interests graamd as we may continue to invest in such entitiesjmpact on our effective
income tax rate may become more significant.

SDG&E

In 2009, SDG&E's income tax expense increased Byndillion (10%) due to higher pretax income, offpattially by a lower
effective income tax rate. The lower effective tate was primarily due to:

= the impact of Otay Mesa VIEffset by

= |lower favorable impact from the resolution of pryaars' income tax issues.

In 2008, the increase in income tax expense wasallgher pretax income and a higher effectiveime 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 leslin pretax income of $27 million and income tX$1
million, which reduced the 2007 effective tax rbye2%;offset by

= an increase in tax deductions (primarily relateth®equity portion of AFUDC and self-developedtaafe
costs).

SDG&E's results include the results of VIEs tha eonsolidated, and therefore, SDG&E's effectiveine tax rate is impacted by
the effective income tax rate of the VIEs on adtalone basis. This impact increased (decrease@8&S effective income tax rate
by (2)% in 2009, 4% in 2008 and 1% in 2007.

PE and SoCalGa

In 2009, PE's and SoCalGas' income tax expenseases were due to higher pretax income, offsetgpilyrby larger deductions for
self-developed software costs.

In 2008, the decrease in income tax expense wagply due to lower pretax income, larger tax detuns (primarily for self-
developed software costs) and the lower impactaté Sncome taxes, net of federal income tax ber
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Sempra Energy Consolidated

Equity earnings of unconsolidated subsidiaries pfi@come 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 @92 due to a transaction in 2007. In February 2@@mpra Co®eresditieDstsdig 2 of 2
interests in an equity method investment and de@leost-basis investment for cash and a 12.7-penterest in 38226 aMe92
entity. The gain on this transaction was $30 millidVe provide further discussion of our equity heet investments in Note 4 of the
Notes to Consolidated Financial Stateme

Discontinued Operation:

Sempra Energy Consolidated

Loss from discontinued operations was $26 millior2@07. We provide further discussion in Note 5hef Notes to Consolidated
Financial Statements.

(Earnings) Losses Attributable to Noncontrolling terests

Sempra Energy Consolidated

Losses attributable to noncontrolling interestsrdased $48 million in 2009 due to:

= $27 million in gains on interest rate swaps in 280Dtay Mesa VIE compared to losses of $54 millioA008;
offset by

= $33 million write-off of assets related to the Lityeproject in 2009.

Losses attributable to noncontrolling interest2@97 were from losses on interest rate swaps at Kdésa VIE.
SDG&E

Earnings attributable to noncontrolling interestrev$24 million in 2009 compared to losses of $8#ian in 2008, due primarily to
$27 million in gains on interest rate swaps in 280®@tay Mesa VIE compared to losses of $54 millioB008. Losses attributable
noncontrolling interests in 2007 were from lossesnderest rate swaps at Otay Mesa VIE.

Earnings

We summarize variations in overall earnings in "@leResults of Operations of Sempra Energy anddfa@ffecting the Results"
above. We discuss variations in earnings by businag above in "Business Unit Results."

TRANSACTIONS WITH AFFILIATES
We provide information about our related party s@stions in Note 1 of the Notes to Consolidatec Rl Statements.

BOOK VALUE PER SHARE

Sempra Energy's book value per share on the Igstfdsach year was
= $36.54 in 2009
= $32.75in 2008
= $31.93 in 2007

The increases in 2009 and 2008 were primarily éisellt of comprehensive income exceeding dividemds.increase in 2009 was
offset by an increase in common stock primarilyrfrissuances under our savings plans and from emglstpck option exercises.
The increase in 2008 compared to 2007 was alsaadiie reduction in common stock shares from a 20@8e repurchase program,
partially offset by share repurchases, primarilgenthe share repurchase program, at prices githateibook value.

CAPITAL RESOURCES AND LIQUIDITY

We expect our cash flows from operations to fusdilastantial portion of our capital expenditures dividends. In addition, we m.
meet our cash requirements through the issuansiearf-term and long-term debt and the expectedega from the transaction to
sell certain businesses within RBS Sempra Comnesjitis we discuss below.

Significant events affecting cash flows in 2009 ever

= Long-term debt issuances of $1.8 billion (excludifigs)

» Long-term debt retirements of $535 million (inclodi$100 million prepayment of notes payable duanto
unconsolidated affiliate)

= $625 million invested in Rockies Express
= $235 million invested in Fowler Ridge I
= $119 million prepayment of remaining installmentedinder a litigation settlement

We discuss these events in more detail later ;géction.

Our committed lines of credit provide liquidity andpport commercial paper. They expire in Aug@tl2 At Sempra Energy, they
are syndicated broadly among 20 different banksaaide Sempra Utilities, among 17 different banki®. single bank has greater
than an 11-percent share in any agreement.

The table below shows the amount of available fuatdsear-end 2009:

AVAILABLE FUNDS AT DECEMBER 31, 2009
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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.

Sempra Energy Consolidate

We believe that these available funds and cashsffoem operations, distributions from equity methioeestments and security
issuances, combined with current cash balancekbavadequate to:

= finance capital expenditures

= meet liquidity requirements

= fund shareholder dividends

= fund new business acquisitions or start-ups

As we discuss above under “Our Business—Sempragimigrsiness Units—Sempra Commodities,” RBS Semprar@odities has
entered into an agreement to sell certain of ir®sses in a transaction scheduled to close isgbend quarter of 2010. We
estimate the proceeds that we receive from thiséetion will approximate $835 million, excludingdistributed partnership
earnings through November 2009. We may use theeprds to fund growth opportunities, to reduce debif we exit the business
entirely, for a possible repurchase of our comntares.

Both Sempra Energy and SDG&E issued long-term aePd09. However, changing economic conditionddafifect the

availability and cost of both short-term and loegat financing. If cash flows from operations waréde significantly reduced or we
were to be unable to borrow under acceptable termmsyould reduce or postpone discretionary capiakenditures and investments
in new businesses. If these measures were negegsayr would primarily impact our Sempra Globakmesses, as credit
availability for the Sempra Utilities has not besgnificantly impacted by the credit crisis. Distionary expenditures at Sempra
Global would include projects that we have notrpade firm commitments to build, primarily renewabkneration facilities. We
continuously monitor our ability to finance the deef our operating, investing and financing atitigiin a manner consistent with
our intention to maintain strong, investment-quyatétings.

We have significant investments in several trustsrovide for future payments of pensions and opfestretirement benefits, and
nuclear decommissioning. The value of the trustflinvestments declined in 2008 and the first quart&2009 due to a decrease
the equity market and volatility in the fixed incermarket. These markets continue to be volafilee decrease in asset values has
not affected the funds’ abilities to make theiruiegd payments, however we expect funding requirdsnfor pension and other
postretirement benefit plans to increase. At tem@a Utilities, funding requirements are generadlyoverable in rates.

In November 2009, we prepaid the remaining instetita due under the Continental Forge litigatiotlesaent. Under the
settlement, prepayments are discounted at 7 perngefding a prepayment amount of $119 million.nBing of the payment was $36
million by Sempra Energy, $28 million by SDG&E ad8s million by SoCalGas.

We discuss our principal credit agreements moig falNote 6 of the Notes to Consolidated Finan8tdtements.

Sempra Utilities

The Sempra Utilities expect that cash flows frorerapions and debt issuances will continue to beaate to meet utility capital
expenditure requirements. Due to the extendedweperiod associated with the Sunrise Powerlinkegtaand the resultant delay in
initiating construction activities, SDG&E declaradd paid a $150 million common dividend to SempnarBy in the first quarter of
2009. However, the level of future common dividefrdm SDG&E and SoCalGas may be reduced or eli@ihduring periods of
increased capital expenditures. The level of futommon dividends from PE is dependent upon conuthadends paid by
SoCalGas. Sempra Energy may from time to time naakktional equity contributions to SDG&E and SoGas to support the
Sempra Utilities’ capital expenditure programs.

Sempra Commoditie

On April 1, 2008, we completed the formation of RB&nmpra Commaodities, a partnership to own and ¢@&ampra Energy's
commodities-marketing businesses, which generaligprised the Sempra Commodities business unit. RBSligated to provide
the joint venture with all growth capital, workiregpital requirements and credit support. Howewerare providing transitional
back-up guarantees and credit support, some ofhwhay continue for a prolonged period of time. RBS fully indemnified us for
any claims or losses in connection with these gearents.

We account for our investment in the partnershigeurthe equity method. RBS Sempra Commoditiesndséo distribute all of its
net income on an annual basis, although the digtoibs are within the discretion of the board akdtors of the partnership. In
limited cases, the partnership may retain earnatigsable to the partners to replenish capital efepl through losses. In 2009 and
2008, we received cash distributions from the masinip of $407 million and $85 million, respectiyel

We discuss above under “Our Business — Sempra Brginess Units — Sempra Commoditi#s2 sale of certain businesses wi
RBS Sempra Commodities and anticipated changesrtaiic provisions of the partnership agreementredtato by RBS and
Sempra Commodities upon the formation of the jeariture. The impact of the transaction on futughdéows will depend on mar
factors, including the final proceeds received fithim transaction and the date at which the traimactoses, after which we will be
receiving lower earnings from the joint ventureheTbusinesses being sold have historically gerrie¢o 60 percent of total
earnings of the businesses in the partnershiphaned averaged more than 50 percent. RiBgation to support the capital need:
the joint venture, and the need for us to providaditional back-up guarantees and credit supperéx@ected to continue after the
consummation of the transaction.

We provide additional information about RBS Sempommodities and the pending transaction with J.Brgdn Ventures in Note
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Sempra Generatiol

We expect Sempra Generation to require funds fad#velopment of electric generation facilitiesmarily renewable energy
projects. Projects at Sempra Generation may @died through a combination of operating cash flmeject financing, funds from
the parent and external borrowings. Cash flowsifoperations at Sempra Generation are expectegctease upon the expiration
their contract with the DWR in late 2011 due tlésvorable pricing on replacement contracts. ABempra Generation may not
able to replace all of the lost revenue.

Some of Sempra Generation's long-term power sairaais contain collateral requirements, althoulgh,DWR contracts do not
contain such requirements. The collateral arrarggsrequire Sempra Generation and/or the counmtgrigapost cash, guarantees
letters of credit to the other party for exposurexcess of established thresholds. Sempra Gemeratly be required to provide
collateral when market price movements adversdgctathe counterparty's cost of replacement ensuogplies if Sempra Generation
fails to deliver the contracted amounts. Semprae@sion had no outstanding collateral requiremantier such contracts at
December 31, 2009 and 2008.
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Sempra Pipelines & Storage is expected to requirdihg from the parent or from external sourcefsita projects and investments,
including:
= development and expansion of its natural gas stopagjects
= participation in the REX natural gas pipeline
Also, on February 24, 2010, Sempra Pipelines &&ferannounced that it will acquire the Mexican laigeand natural gas

infrastructure assets of El Paso Corporation f@0$3illion. We discuss this transaction furtheffactors Influencing Future
Performance — Sempra Global Investments."

Sempra LNG

Sempra LNG required funding from 2007 through 2fi¥9ts development of the Energia Costa Azul aath€ron LNG receipt
terminals. As both of these facilities are noveémvice, Sempra LNG is expected to provide opegatash flow for further
development within Sempra Global.

CASH FLOWS FROM OPERATING ACTIVITIES

CASH PROVIDED BY OPERATING ACTIVITIES
(Dollars in millions)

2000 | 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) ) 660
PE 433 (140)  (24) 573 81 16 492
SoCalGas 440 128  (23) 568 90 19 478

Sempra Energy Consolidate
Cash provided by operating activities at Sempra@nimcreased in 2009 due to:

= alower decrease in accounts payable ($332 mitiiche decrease in 2008 relates to Sempra Comrasditior
to the formation of the joint venture RBS Sempran@mdities);

= $322 million higher distributions received from RB8mpra Commodities;

= a decrease in inventory in 2009 compared to areas® in 2008, primarily at SoCalGas; and

= an increase in overcollected regulatory balancoapants in 2009 compared to a decrease in 20ff&8st by

= an accounts receivable increase in 2009 comparadiézrease in 2008, including $132 million at 3@@a and
smaller increases at each of our other busineasds;

= $119 million prepayment of the six remaining instents due under the Continental Forge litigation.

The changes in Other Current Assets and Other Guriabilities in 2009 at both Sempra Energy andS8E include $662 million
in payments received from our liability insurancel 652 million of settlements paid related to #RG&E 2007 wildfire litigation,
respectively. We discuss this litigation in Nofedf the Notes to Consolidated Financial Statements

The decrease in cash provided by operating ae$svat Sempra Energy in 2008 was due to:

= a $297 million decrease in net income (adjustedhéwrcash items, including $383 million related duigy
earnings from RBS Sempra Commodities);

= a decrease of $303 million in net trading asseZ)®i7 compared to a $4 million increase in 200&(fo the
sale of the commodities-marketing businesses to 8&8pra Commodities);

= a decrease in overcollected balancing account®@8 2ompared to an increase in 2007, primarilyG&E;
and

= a decrease in accounts payable, primarily duedouats for costs associated with the El Doradogeitst Sempra
Generation at the end of 2007 and a decrease girGg&dommodities in 2008 (prior to the sale of the
commodities-marketing businesses to RBS Sempra Cufities);offset by

= a decrease in accounts receivable, primarily ata86&s due to higher natural gas volumes in 200taae
colder winter in 2007 compared to 2008; and

= $329 million lower net income tax payments due@02overpayments applied to 2008 taxes and higtiends
received in 2008 as compared to 2007.

SDG&E

Cash provided by operating activities at SDG&E @ased in 2009 primarily due to an increase in aikrcted regulatory balancing
accounts compared to a decrease in 2008 and $i6miil cash received from liability insurance, nésettliement payments, relal
to the 2007 wildfire litigation, as we discuss abander “Sempra Energy Consolidated.” Over- ardkteollected regulatory
balancing accounts reflect the difference betwerstarner billings and recorded or CPUC-authorizestsoThese differences are
required to be balanced over time.

These inflows were offset by higher net incomepgayments in 2009 and a lower decrease in inventdhe lower decrease in
inventory resulted from SoCalGas assuming procunemesponsibility for SDG&ES core natural gas customers effective April 2
As a result, SDG&E depleted its natural gas inegnat the end of the first quarter 2008. Remajninventory, comprised primarily
of materials and supplies, stayed relatively unglednn 2009.
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Cash provided by operating activities at SDG&E dased in 2008 primarily due to a decrease in ollented recsegeninddlatadiag 2 of 2
accounts compared to an increase in 2007. Theasetin overcollected regulatory balancing accowatsoffset B308thtdcvlaifges
in working capital, principally inventory and loweet income tax payments. The reduction in invenito 2008 resulted from
SoCalGas assuming procurement responsibility asisé®d above. Lower net income tax payments weréal2007 overpayments
applied to 2008 taxes and higher refunds receiné@08 as compared to 2007.

PE and SoCalGa

Cash provided by operating activities at PE and&@@s decreased in 2009 due to changes at SoCalBaarily due to the effect
on working capital balances of:

= an increase in accounts receivable in 2009 compgaradiecrease in 2008. Customer receivables(8 2@re
relatively unchanged from 2008, however, other ant®receivable increased in 2009 primarily dupatural
gas storage transactions;

= a decrease in accounts payable in 2009 comparditcrease in 2008 due to lower natural gas pranes

= the $55 million prepayment of remaining installmeedtie under the Continental Forge litigation setélat;offset
by

= a decrease in inventory in 2009 compared to areas® in 2008 due to higher withdrawals from invgnio the
fourth quarter of 2009 to supply core customersiamkasonably warm weather in the fourth quart@068
resulting in lower than normal demand for natui@d gy core customers.

Cash provided by operating activities at PE incedda 2008 primarily due to changes at SoCalGascipally an increase in net
income adjusted for noncash items ($89 millionEtRd $91 million at SoCalGas), and a decreasedoumts receivable. Accounts
receivable decreased in 2008 and increased in @0@7o lower natural gas prices and unseasonabiy weeather in 2008, resulting
in lower demand for natural gas for heating infthath quarter.

These increases were offset by an increase in iomeand a $40 million payment for the terminatafran interest rate swap in 201
The increase in inventory in 2008 resulted from 8i@2s assuming procurement responsibility for SDG&6re natural gas
customers in 2008.

The table below shows the contributions to penaiwh other postretirement benefit plans for eadh®bpast 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

CASH USED IN INVESTING ACTIVITIES
(Dollars in millions)

2000 | 2009 Change | 2008 | 2008 Change | 2007
Sempra Energy Consolidated  $ (2,672)|$ 286 12 %[$ (2,386)|$ 313 15 %|$ (2,073)
SDG&E (925) (15) @) (940) 233 33 (707)
PE (485) 166 52 (319) (170)  (35) (489)
SoCalGas (496) 178 56 (318) (161)  (34) (479)

Sempra Energy Consolidate

Cash used in investing activities at Sempra Enarggased in 2009 due to:

= $475 million higher investments in Rockies Express;

= $235 million invested in Fowler Ridge lI;

= $461 million net proceeds in 2008 from the transacto form the RBS Sempra Commodities joint veatand
= $61 million lower proceeds from the remarketingrafustrial development bonds in 20@8fset by

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

= $338 million decrease in purchases of industriakttgpment bonds in 2009; and

= $149 million decrease in capital expenditures, prily due to the completion of Sempra Global prtgeén 2009.

The increase in cash used in investing activitte3eanpra Energy in 2008 was primarily due to thiewang outflows of cash:
= $495 million for the acquisition of EnergySouth;

= $150 million investment in Rockies Express; and

= $413 million in purchases of industrial developmieonds, offset by proceeds from remarketing $23lianiof
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These outflows were partially offset by the netqaereds from the RBS transaction. Total proceed®2df billion, which are net of
$383 million of cash sold, were offset by our capiontribution of $1.6 billion to form the partiséip.

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

= $24 million net proceeds from the remarketing afustrial development bonds in 2009 compared torfillibn
net purchases in 2008; and

= a $20 million decrease in loans to affiliates iH2@ompared to an increase of $33 million in 2Qff&et by

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

The increase in cash used in investing activitteBG&E in 2008 was primarily due to:

= a $170 million increase in capital expenditures|uding a $91 million increase at Otay Mesa VIE;

= the net purchase of $24 million of industrial deyghent bonds; and

= a $33 million increase in loans to affiliates.

PE and SoCalGa

Cash used in investing activities at PE increase2DD9, primarily due to a $16 million increasadvances from SoCalGas to
Sempra Energy compared to a $136 million decrea2608.

The decrease in cash used in investing activiti®Ean 2008 was due to the reduction in outstadiivances from SoCalGas to
Sempra Energy by $136 million in 2008.

CAPITAL EXPENDITURES AND INVESTMENTS

The table below shows our expenditures for propgignt and equipment, and for investments. Weidmuapital expenditure
information by segment in Note 18 of the Notes tméblidated Financial Statements.

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

Investments and

Property, plant acquisition of

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

Sempra Energy Consolidated Capital Expenditul
Capital expenditures at the Sempra Utilities asewised below.

At Sempra Global, the primary capital expendituwresr the last three years were as follows:
Sempra LNG

Energia Costa Azul LNG Receipt TermirEnergia Costa Azul began commercial operationsay BD08. The nitrogen-injection
facility was placed in service in December 2009®tal expenditures for the project were $1.2 billietated to the terminal (includir
breakwater), the nitrogen-injection facility, antdexpansion project, including:

= $54 million in 2009

= $228 million in 2008

= $298 million in 2007

Cameron LNG Receipt Termindlhe Cameron LNG receipt terminal began commergatations in July 2009. Total costs of this

project were approximately $900 million, excludimg-expansion costs of $44 million. Expendituresrahe 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 as€ron Interstate Pipeline project in Louisiananamting the Cameron LNG
receipt terminal with several interstate pipeliaes in 2008, completed its expansion of existirgelimes in Baja California, Mexic
and the addition of a spur line to connect Sempi&ls Energia Costa Azul LNG receipt terminal toextisting Sempra Energy
natural gas pipeline in Mexico with interconnectdo the U.S. border. Sempra Pipelines & Storage ladd capital expenditures for
its natural gas storage projects. Related expareditvere

Pipelines: Natural gas storage:



WPD-6
= $10 million in 200¢ = $127 million in 200¢ Screening Data Part 2 of 2
= $147 million in 200¢ = $34 million in 200¢ Page 5133 of 7002
= $270 million through 200 = $217 million through 200
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In 2009, investments consisted primarily of:
= $625 million for Rockies Express and $235 milli@n Fowler Ridge Il
= the purchase of $75 million in industrial developrnieonds

In 2008, investments and acquisitions consistetamily of:

= capital contribution of $1.6 billion to RBS Sem@ammaodities and $150 million invested in Rockiepiess
= the acquisition of EnergySouth for $495 million {0é $16 million of cash acquired)

= the purchase of $413 million in industrial develahbonds

In 2007, investments consisted primarily of:
= $100 million invested in Rockies Express
= $21 million for purchases of available-for-salewgéées and other investments

Purchase of Bonds Issued by Unconsolidated Affié:

In November 2009, Sempra Pipelines & Storage pweth&50 million of 2.75% bonds issued by ChilquiBteergia S.A., a Chilean
electric utility, that are denominated in Chileanitlhdes de Fomento. We discuss these bonds ind\aftéhe Notes to Consolidat
Financial Statements.

Sempra Utilities Capital Expenditures and Investnis
The Sempra Utilities' capital expenditures for gndyp, plant and equipment were

(Dollars in millions) 2009 2008 2007
SDG&E $ 955 $ 884 $ 714
SoCalGas 480 454 457

Capital expenditures at the Sempra Utilities in260nsisted primarily of:
SDG&E

= $447 million of improvements to natural gas and®le distribution systems
= $149 million of improvements to electric transmisssystems

» $114 million for the Sunrise Powerlink transmissiioe

= $97 million for electric generation plants and euuoeént

= $115 million at Otay Mesa VIE

= $25 million at Orange Grove VIE

SoCalGas
= $480 million of improvements to natural gas infrasture

SDG&E also purchased $152 million and $488 millarindustrial development bonds in 2009 and 2068pectively. We discuss
these bonds in Note 6 of the Notes to Consolidairdncial Statements.

FUTURE CONSTRUCTION EXPENDITURES AND INVESTMENTS

The amounts and timing of capital expendituresgaieerally subject to approvals by the CPUC, the EEBRd other regulatory
bodies. However, in 2010, we expect to make chgitpenditures and investments of $3 billion, imthg:

= $2.1 billion at the Sempra Utilities (excluding \&Eor capital projects and plant improvements§iillion at
SDG&E and $600 million at SoCalGas)

= $900 million at our other subsidiaries for the depenent of natural gas storage facilities and piygs, and
renewable generation projects

The expected capital expenditures of $900 millibowa other subsidiaries include approximately $a&llion to $250 million for
Copper Mountain Solar (a 48-MW solar generatioilifgainder construction by Sempra Generation iruBler City, Nevada),
approximately $250 million to $300 million for SerapPipelines & Storage’s development of naturalglasage projects at Liberty,
Bay Gas and Mississippi Hub, and $300 million fentpra Pipelines & Storage's acquisition of Mexipgreline and natural gas
infrastructure assets that we discuss in "Factiftsdncing Future Performance — Sempra Global limvests."

In 2010, the Sempra Utilities expect their capigbenditures to include:

= $780 million for additions to SDG&E'’s natural gasdeelectric distribution systems, advanced metering
infrastructure and electric generation plant angigent

= $600 million at SoCalGas for improvements to dittion and transmission systems, and for advanagdring
infrastructure

= $540 million at SDG&E for the Sunrise Powerlinkrtsanission line
= $190 million for improvements to SDG&E’s electriansmission infrastructure

The Sempra Utilities expect to finance these exjperas and investments with cash flows from operstj cash on hand and debt
issuances. These amounts do not include expeapithkexpenditures of Otay Mesa VIE and OrangevE€MIE.
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= $6.9 billion at SDG&E, at an average rate of $ldon per year Page 5135 of 7002
= $3.7 billion at SoCalGas, at an average rate 00$ilion per year

SDG&E'’s estimated capital expenditures include $20il0on for the transfer of Sempra Generation'd¥arado facility in 2011.

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

Capital expenditure amounts include capitalizedrest. At the Sempra Utilities, the amounts alstuihe the portion of AFUDC
related to debt, but exclude the portion of AFURGted to equity. We provide further details abdBtUDC in Note 1 of the Notes
to Consolidated Financial Statements.

Periodically, we review our construction, investrmand financing programs and revise them in respémghanges in regulation,
economic conditions, competition, customer growtfation, customer rates, the cost and availabdit capital, and environmental
requirements. We discuss these considerations ie detail in Notes 15, 16 and 17 of the Notes tagotidated Financial
Statements.

Our level of capital expenditures and investmemthé next few years may vary substantially andldgpend on the cost and
availability of financing, regulatory approvals abdsiness opportunities providing desirable rafegstorn. We intend to finance o
capital expenditures in a manner that will maintaim strong investment-grade ratings and capitatgire.

CASH FLOWS FROM FINANCING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
(Dollars in millions)

2000 | 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)

Sempra Energy Consolidate

Cash from financing activities in 2009 decreaseel tdu

= a $659 million decrease in short-term debt in 26@®pared to a $564 million increase in 2008;
= $456 million higher debt payments; and

= $94 million purchase of the remaining 40-percetgriest in Mississippi Hub (as we discuss in Note the
Notes to Consolidated Financial Statemeriffset by

= $996 million lower common stock repurchases in 2009

= a $445 million increase in issuances of debt (idiclg $145 million short-term debt with maturitieegter than
90 days); and

= a $55 million increase in common stock issuances.

The increase in cash from financing activities ein$ra Energy in 2008 was primarily due to:
= a $1.3 billion increase in issuances of debt; and
= a $993 million decrease in debt paymenftset by

= an $833 million increase in common stock repurchdseflecting our $1 billion share repurchase paogin
2008); and

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

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

= a $246 million net increase in issuances of lomgitdebt in 2009 (increases of $299 million at SDG&de $20
million at Orange Grove VIE, offset by a decreat$%8 million at Otay Mesa VIE)ffset by

= $150 million in common dividends paid in 2009.

Cash provided by financing activities at SDG&E D08 increased due to:
= no payments on long-term debt in 2008, compareébéomillion in 2007; and
= a $72 million decrease in short-term debt in 2@f&et by

= a $120 million net decrease in the issuance of-teng debt in 2008 (a $250 million decrease at SEEGéffset
by an increase of $130 million by Otay Mesa VIE).

PE and SoCalGa

Cash used in financing activities at PE and SoCai62009 stayed relatively constant. Net actiiniigluded
= $350 million in common dividends paid in 20@8fset by

= $250 million issuance of long-term debt in 20084 an

= $100 million long-term debt payment in 2009.
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offset by an increase of $200 million in commonidiénds paid. Page 5136 of 7002

LONG-TERM DEBT
Long-term balances (including the current portibfoag-term debt) at December 31 were

(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

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

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 over the last threesyiealuded the following:

(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.

Sempra Energy used the proceeds from its issuarfi¢esg-term debt primarily for general corporategoses, including the
repayment of commercial paper and to repay matuaing-term notes.

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

= general working capital purposes,
= to support their electric (at SDG&E) and naturad AaDG&E and SoCalGas) capital expenditure programs

= to replenish amounts expended and fund future elpeas for the expansion and improvement of thality
plants, and

= to repay commercial paper at SDG&E.

Payments on Lon-Term Debt

Payments on long-term debt in 2009 included

= $300 million of Sempra Energy 4.75-percent notggapke at maturity in May 2009

= $100 million of SoCalGas variable rate first moggdonds at maturity in December 2009

Payments on long-term debt in 2007 primarily caesiof:
= $600 million of Sempra Energy 4.621-percent notggple at maturity in May 2007

= $300 million of Sempra Energy variable rate not@ggble with a maturity of May 2008 that were rededrim
August 2007

= $66 million remaining outstanding balance of SDG&Eate-reduction bonds

In Note 6 of the Notes to Consolidated Financiat&nents, we provide information about our linesreflit and additional
information about debt activity.

Payments on Notes Payable to Unconsolidated Affdi

Sempra Pipelines & Storage prepaid $100 millionates payable due to Chilquinta Energia Finance.CG.in November 2009 ar
paid $60 million of notes payable at maturity inrA@008.

CAPITAL STOCK TRANSACTIONS

Sempra Energy

Cash provided by employee stock option exercises wa

= $47 million in 2009

= $18 million in 2008

= $32 million in 2007

During 2008, we repurchased 18.4 million sharesusfcommon stock for $1 billion in a share repusshprogram authorized in
2007. We discuss this repurchase program in Notef ide Notes to Consolidated Financial Statements.

During 2007, we repurchased approximately 3 milbbares of common stock for $161 million in coniwttvith a share repurcha
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 thelpare quarterly dividend from $0.31 in 2007 to $0r82008 and to $0.39 in 2009. 1

increase in 2009 was offset by $32 million dueuo dividend reinvestment programs related to shased compensation and
retirement programs and $11 million due to the otidu in shares from the share repurchase progna2008.

On December 18, 2009, Sempra Energy declared ¢eglyatividend of $0.39 per share of common stdek tvas paid on January
15, 2010.

SDG&E paid a $150 million common dividend to Semigreergy in the first quarter of 2009 due to a détagapital expenditures
resulting from the extended review period assodiatith the Sunrise Powerlink project. SDG&E did pay any common divident
to Sempra Energy in 2008 and 2007 to preservetcafsimd its capital expenditures program.

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

= $350 million in 2008

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

Dividends paid by SoCalGas to PE are eliminate8iempra Energy's and PE'’s consolidated financi&mstants for all three years.
Dividends paid by PE to Sempra Energy are elimthatesSempra Energy’s consolidated financial stateméor all three years.

The board of directors for each of Sempra EnerfyG&E, PE and SoCalGas have the discretion to déterthe payment and
amount of future dividends. The CPUC's regulatibBDG&E's and SoCalGasapital structures limits the amounts that arelalste
for loans and dividends to Sempra Energy. At Ddoam31, 2009, Sempra Energy could have receivedtmwd loans and
dividends of approximately $140 million from SoCakzand $75 million from SDG&E.

CAPITALIZATION

TOTAL CAPITALIZATION AND DEBT-TO-CAPITALIZATION RAT 10S
(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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= Sempra Energy Consolidateccomprehensive income exceeding dividends, a netase in long-term debt, alngpe 5139 0f 7002
increases in short-term borrowings, offset by SenRipelines & Storage’s purchase of the remaining
noncontrolling interest in Mississippi Hub

= SDG&E: comprehensive income exceeding dividends, incraadesg-term debt and noncontrolling interests
= PE and SoCalGasincrease in comprehensive income, offset partiajy net decrease in long-term debt

We provide additional information about the sigrafit changes in Notes 6 and 14 of the Notes todidased Financial Statements
and "Overall Results of Operations of Sempra Enargy Factors Affecting the Results" above.

COMMITMENTS

The following tables summarize principal contrate@mmitments at December 31, 2009 for Sempra BR&DG&E and
PE/SoCalGas, respectively. We provide addition@rination about commitments above and in Notes@®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 $ 5319 $ 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 Energia 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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PRINCIPAL CONTRACTUAL COMMITMENTS OF SDG&E
(Dollars in millions)

Page 5140 of 7002

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)
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.

SDG&E calculates expected interest payments using the stated interest rate for fixed-rate obligations, including floating-to-fixed

(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.

Amounts are after reduction for the Medicare Part D subsidy and only include expected payments to the plans for the next 10

@

years.

The tables exclude

= contracts between consolidated affiliates

= intercompany debt

= individual contracts that have annual cash requérgsiless 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 positiamsl were excluded from the tables because weratg@ito reasonably estimate the

timing of future payments due to uncertaintieshia timing of the effective settlement of tax pasis.

We provide additional information about unrecogdizax benefits in Note 8 of the Notes to ConsoéddEinancial Statements.

OFF BALANCE-SHEET ARRANGEMENTS

Sempra Energy has provided guarantees aggregdtifidofflion at December 31, 2009, to related partiecluding the guarantee
related to Rockies Express financing and contintriagsitional guarantees related to RBS Sempra Gmiities. We discuss the
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guarantees further in Notes 6 and 17 of the Nat&oinsolidated Financial Statements. Screening Data Part 2 of 2
Page 5141 of 7002

CREDIT RATINGS

The table below shows the credit ratings of Serfrargy and its principal subsidiaries, which crediings remained at investment
grade levels in 2009. Also in 2009, Moody's upgth8®G&E's and SoCalGas' secured debt rating fronioAda3. On January 22,
2010, Fitch downgraded the rating on SDG&E's and&#Bas' preferred stock from A+ to A and the ratmgPacific Enterprises
preferred stock from A to BBB+. On February 2, 20Bidch placed Sempra Energy and its rated subg&dgian rating watch
negative; it stated that the rating "is driven Ingertainty regarding the operation and ownershigaripra Energy's commaodity
trading and marketing joint venture with The RoBahk of Scotland (RBS)." On February 16, 2010, Mge@nd Standard & Poor's
affirmed their ratings and stable outlooks for toenpanies.

CREDIT RATINGS OF SEMPRA ENERGY AND PRINCIPAL SUBSI DIARIES

Standard & Moody's Investor

Poor's Services, Inc. Fitch
SEMPRA ENERGY
Unsecured debt BBB+ Baal A
SDG&E
Secured debt A+ Aa3 AA
Unsecured debt A A2 AA-
Preferred stock BBB+ Baal A
Commercial paper A-1 P-1 F-1+
SoCalGas
Secured debt A+ Aa3 AA
Unsecured debt A A2 AA-
Preferred stock BBB+ Baal A
Commercial paper A-1 P-1 F-1+
PACIFIC ENTERPRISES
Preferred Stock BBB+ -- BBB+
SEMPRA GLOBAL
Unsecured debt guaranteed by Sempra Energy - Baal A
Commercial paper guaranteed by Sempra Energy A-2 p-2 F-1

FACTORS INFLUENCING FUTURE PERFORMANCE

SEMPRA ENERGY OVERVIEW

The Sempra Utilities' operations and Sempra Glshatig-term contracts generally provide relativilgble earnings and liquidity.
However, for the next few years, SDG&E and SoCali@end to limit their common stock dividends tinreest their earnings in
significant capital projects. Also, Sempra Generas contract with the DWR, which provides a siguifit portion of Sempra
Generation's revenues, ends in late 2011. Bechisserable to forecast with certainty future eleitly prices and the cost of natural
gas, contracts it enters into to replace the DWiRregt, if obtained, or merchant (daily) sales megvide substantially lower
earnings. Sempra Generation is also undertakingrakprojects for the construction of renewableggation facilities, with planned
in-service dates ranging from late 2010 to 2011.

We expect that Sempra LNG and Sempra Pipelinesogagé will provide relatively stable earnings aiggiidity from their current
operations. Sempra Pipelines & Storage is alsoa@ggddo provide earnings from construction prograrhen completed and other
investments, but will require substantial fundiog these investments. At Sempra Pipelines & Storageexpect the write-off of
certain assets of Liberty, as we discuss in Natéthe Notes to Consolidated Financial Statemdateave a minimal impact on
future expected earnings. At Sempra LNG, untileheme firm LNG supply or capacity services consdhat would utilize 100
percent of the capacity of Sempra LNG's Cameroeipéterminal, Sempra LNG will seek to purchasersterm LNG supplies,
which may result in greater variability in revenaesl earnings. Sempra LNG may also sell short-tajpacity to third parties as
opportunities arise.

The Sempra Utilities' performance will depend priityeon the ratemaking and regulatory process, mmmental regulations,
economic conditions, actions by the California $tgfiure to address the state budget crisis anchidweging energy marketplace.
Their performance will also depend on the succéssimpletion of capital projects that we discussamnious sections of this report.
As the 2008 General Rate Case provides for fixediahincreases through 2011 rather than adjustni@rsisd on inflation indices as
in the past, performance will depend on the Serbjitiies' ability to manage costs, including bagbts. Starting in the third quart
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of 2009, SDG&E's liability insurance premiums iresed significantly, by approximately $40 millionnarally, du§cteehinineatmBed 2 of 2
costs of wildfire coverage. In addition to the imased insurance premiums, Sempra Energy, inclilin§empraRagktiekt2efs7002
substantially lower insurance coverage, particylaith respect to any future wildfire liabilitie¥he maximum loss recovery due t
wildfire incident from insurance carriers is nowd®million compared to $1.1 billion in the previgoslicy year. SDG&E filed a
request with the CPUC in the third quarter of 2@@9ecovery of the incremental insurance premiuus,without such recovery,
our financial results could be adversely impacted.

In regard to the 2007 wildfire litigation, before&vipg effect to any amounts that it may recovenirother defendants and potentially
responsible parties, SDG&E expects that the agtgegests that it may incur in resolving the remagniinreserved wildfire claims
will substantially exceed its insurance coveragéslliability for the three wildfires were to eged the remaining insurance, SDG&E
will file with the FERC and the CPUC to recover thaess amount from utility customers. SDG&E istoaring to evaluate the
likelihood, amount and timing of any such recoverie

If SDG&E were unable to conclude that recovery fratitity customers is likely, either on a curremtsis or in the future, SDG&E's
and therefore Sempra Energy's earnings would berially adversely affected to the extent that #talees wildfire claims or obtains
sufficient information to establish reserves foroamts that exceed its remaining insurance, eveugtnall or a portion of such
amounts (including amounts already paid in setti@meith homeowner insurers) may ultimately be veced from other defendar
and potentially responsible parties, or from wtiitistomers in subsequent reporting periods. dashviould also be adversely
affected by any delays in obtaining such recoveklés provide additional information concerning thesatters in Notes 16 and 17
the Notes to Consolidated Financial Statements.

On April 1, 2008, we completed the formation ofaatpership, RBS Sempra Commodities, to own andad@eur commaodities-
marketing businesses, which generally comprisedSemnpra Commodities segment. In November 2009, &B®unced its intentic
to divest its interest in the joint venture followia directive from the European Commission toaspof certain assets. On Febru
16, 2010, Sempra Energy, RBS and the partnersiégpezhinto an agreement to sell certain businesghi the partnership. These
businesses have historically generated 40 to 6&penf total earnings of the businesses in thinpeship, and have averaged more
than 50 percent. Our joint venture partner, RB&tiooes to be obligated to provide the partners¥itp all growth capital, working-
capital requirements and credit support, as weudisabove in "Capital Resources and Liquidity — @@nCommodities."

In connection with the pending transaction discdsd®ove, we and RBS entered into a letter agreetaarggotiate, prior to closing
of the transaction, definitive documentation to acheertain provisions of the Limited Liability Paetrship Agreement dated April 1,
2008 between Sempra Energy and RBS (Partnershipeftggnt) to, among other things:

= Consider the distribution of excess cash of théngaship to us and RBS

= Eliminate each partner’s preferred return (curreh8 percent per year) and to move to a 50/50 sani net
income, if and when our invested capital is reduce®950 million or less by the return of capitathe partners

= Terminate the restrictions on the partners’ abiiityransfer their partnership interests prior if2012 (but not
the partners’ right of first offer and other righitscluding our tag-along right with respect to thensfer of that
interest or the requirement that any transfereesgonably acceptable to us

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

Future earnings and distributions from the partmers/ill depend on the profitability and growth &eed in the businesses
remaining in the joint venture, primarily the NoAlmerican power and natural gas trading businessebsthe continued ability of
RBS to provide capital and credit support for thetipership. We provide additional information intll® 3, 4, 6 and 20 of the Notes
to Consolidated Financial Statements.

We may be further impacted by depressed and rapidipging economic conditions. Moreover, the ddils fluctuated significant
compared to some foreign currencies, especialérico and South America where we have significgrgrations. These factors,
coupled with very low natural gas prices which effgrofitability at Sempra Generation and Semprdasl,.Nould, if they remain
unchanged, adversely affect profitability. Additidly, given the uncertainty of commodity marketsl dine lack of debt financing for
energy infrastructure, which impact related hedgintivity, growth at RBS Sempra Commodities cowdddampened.

We discuss additional matters that could affectfature performance in Notes 15 through 17 of tléel to Consolidated Financial
Statements.

LITIGATION

We describe legal proceedings which could advems#éct our future performance in Note 17 of theééao Consolidated Financial
Statements.

SEMPRA UTILITIES -- INDUSTRY DEVELOPMENTS AND CAPIT AL PROJECTS

We describe capital projects, electric and natgasal regulation and rates, and other pending prawgednd investigations that affect
our business in Notes 15 and 16 of the Notes ts@atated Financial Statements.

SEMPRA GLOBAL INVESTMENTS

As we discuss in "Cash Flows From Investing Aciiat" our investments will significantly impact dture performance. In
addition to the discussion below, we provide infatimn about these investments in "Capital ResouandsLiquidity."

Sempra Generatiol
Copper Mountain Solar
In July 2009, Sempra Generation announced that PRasEcontracted for 48 megawatts (MW) of solar pdnem Copper Mountai

Solar, a new plant under development by Sempra@goe on land adjacent to the M)A/ El Dorado Energy Solar plant in Boulc
City, Nevada. The CPUC approved theyear contract in December 2009. Construction legsib and is expected to be comple
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Mesquite Sola
Mesquite Solar is a photovoltaic generation facilinder development by Sempra Generation in Madd@punty, Arizona. When
fully developed, the project will be capable of waing approximately 400 to 600 MW of solar powbftesquite Solar will connect
to the 500-kilovolt Hassayampa switchyard via atisting Mesquite Power natural gas generation pl&unstruction of the first
phase of 150 MW is expected to begin by late 261Dk completed by late 2011.

Sempra Pipelines & Storag
Natural Gas Storage Projec

Currently, Sempra Pipelines & Storage has 11.4dBeforking natural gas storage capacity that i/fabntracted and operational.
We are in construction to increase operationaaciy by 12.5 Bcf by the end of 2010 (for a tothRd Bcf) and we plan to develop
as much as 75 Bcf of total storage capacity by 2015

Sempra Pipelines & Storage’s natural gas storagjkitiies and projects include

= Bay Gas Storage Company (Bay Gas), a facility kd&0 miles north of Mobile, Alabama, that provides
underground storage and delivery of natural gasm8a Pipelines & Storage owns 91 percent of tbgept. Itis
the easternmost storage facility on the Gulf Cossh direct service to the Florida market.

Mississippi Hub storage facility, currently undenstruction in Simpson County, Mississippi, an ugdeund
salt-dome natural gas storage project with plardiestt interconnections to the natural gas prodactireas in
eastern Texas, Oklahoma and Arkansas, as welkdsditheast market.

= Liberty Gas Storage Expansion, a salt cavern fgdili Cameron Parish, Louisiana. Sempra Pipel&a&orage
owns 75 percent of the project and ProLiance Trartapon LLC (ProLiance) owns the remaining 25 peitc
The project’s location provides access to seudxss facilities in the area.

Acquisition of Mexican Pipeline and Natural Gag#structure Asset

On February 24, 2010, Sempra Pipelines & Storagewrced that it will acquire the Mexican pipelimaanatural gas infrastructure
assets of El Paso Corporation for $300 million.

The acquisition involves El Paso Corporation's wholvned natural gas pipeline and compression ags¢he Mexican border state
of Sonora. The transaction also includes El Pagpdation's 50-percent interest in a joint ventuith PEMEX, the Mexican-state
owned oil company. The joint venture operates tatural gas pipelines and a propane system in nortfiexico.

The pipeline and natural gas infrastructure adseitsy acquired are supported by customer contvétiisan average duration of 13
years. Subject to approval by lenders and Mexiegulatory authorities, the acquisition is expedtede completed in the second
quarter of 2010.

Sempra LNG
Energia Costa Azul LNG Receipt Terminal

Sempra LNG'’s Energia Costa Azul LNG receipt terhindaja California, Mexico, with a capacity oBcf of natural gas per day,
began commercial operations in May 2008. Sempr@ lhids received approvals from key governmental @igeno expand the
terminal capacity to 2.5 Bcf per day. The ultimstepe and timing of a proposed expansion projédttepend on the outcome of
negotiations for supply and/or terminal capacityeagnents.

MARKET RISK

Market risk is the risk of erosion of our cash flgwearnings, asset values and equity due to adekesges in prices for various
commodities and in interest rates. Sempra Eneyyrakly be adversely affected by changes in foreigrency rates.

Risk Policies

Sempra Energy has policies governing its mark&tmanagement and trading activities. As require€BYJC and FERC affiliate
compliance rules, Sempra Energy and the Sempraidstimaintain separate and independent risk managecommittees,
organizations and processes for each of the Sebtpittes and for all non-CPUC regulated affiliatesprovide oversight of these
activities. The committees consist of senior officeho establish policy, oversee energy risk mamage activities, and monitor the
results of trading and other activities to ensummgliance with our stated energy risk managemeatading policies. These
activities include, but are not limited to, dailynitoring of detailed information for market posits that create credit, liquidity and
market risk. Independently from our energy proclueehtdepartments, the respective oversight orgaoimand committees
separately monitor energy price risk managemertna@asure and report the credit, liquidity and raairisk associated with these
positions.

Along with other tools, we use Value at Risk (Va®)measure our exposure to market risk. VaR isstimate of the potential loss
a position or portfolio of positions over a spesifiholding period, based on normal market conditeamd within a given statistical
confidence interval. VaR is calculated independebyl the respective risk management oversight argéions. We use historical
and implied volatilities and correlations betweestiuments and positions in our calculations.

The Sempra Utilities use energy and natural gasatéeres to manage natural gas and energy prikeassociated with servicing loi
requirements. The use of energy and natural gagatiges is subject to certain limitations impossdcompany policy and is in
compliance with risk management and trading agtipiains that have been filed with and approvechiey@PUC. Any costs or
gains/losses associated with the use of energyatwlal gas derivatives are considered to be contynoaists. Commodity costs are
generally passed on to customers as incurred. Henv®oCalGas is subject to incentive mechanisntgémaard or penalize the
utility for commodity costs below or above certaenchmarks.

In 2008, we completed the formation of RBS Sempyen@odities, a partnership that owns and operatesadmmodities-marketing
businesses previously held by us as subsidiariesn®W account for our investment in the partnersiniger the equity method. As
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result, we no longer include on our ConsolidatethBee Sheet the commodities and financial instrumeslated €cthesiadibsiaesesof 2
that subjected us to commodities price risk anditresk. However, the joint venture partnershigi#l subject to Beseediisksf fifieh
could impact our portion of partnership earnings.

In addition, as a transitional measure, Sempradynesntinues to provide back-up guarantees andt@epport for RBS Sempra
Commodities, as we discuss above in "Capital Ressuand Liquidity” and in Note 6 of the Notes tan€alidated Financial
Statements.

We discuss revenue recognition in Notes 1 and thieoNotes to Consolidated Financial Statementstamddditional market-risk
information regarding derivative instruments in 8ldtl of the Notes to Consolidated Financial Statéme

We have exposure to changes in commodity pricésrdst rates and foreign currency rates and expdewounterparty
nonperformance. The following discussion of thesmary market-risk exposures as of December 31920@ludes a discussion of
how these exposures are managed.

Commodity Price Risk

Market risk related to physical commodities is ¢eecby volatility in the prices and basis of cartaommodities. Our various
subsidiaries are exposed, in varying degrees,ite pisk, primarily to prices in the natural gaslaectricity markets. Our policy is
manage this risk within a framework that consideesunique markets and operating and regulatorir@mwments of each subsidiary.

Sempra Global is generally exposed to commodityeprisk indirectly through its LNG, natural gasglipe and storage, and power

generating assets. Sempra Global may utilize conmtyntrensactions in the course of optimizing thassets. These transactions are
typically priced based on market indices, but mlap &nclude fixed price purchases and sales of codities. Any residual exposure
is monitored as described above.

The Sempra Utilities' market-risk exposure is ledidue to CPUC-authorized rate recovery of thesomistommodity purchases,
intrastate transportation, and storage activitywehleer, SoCalGas may, at times, be exposed to maskeds a result of incentive
mechanisms that reward or penalize the utilitycmmmodity costs below or above certain benchmark$6CalGas' Gas Cost
Incentive Mechanism, which we discuss in Note 1éhefNotes to Consolidated Financial Statementsorimodity prices were to
rise too rapidly, it is likely that volumes woul@dcline. This decline would increase the per-umigdi costs, which could lead to
further volume declines. The Sempra Utilities mantweir risk within the parameters of their mankgk management framework.
of December 31, 2009, the total VaR of the Semgilitiels' natural gas and electric positions wasmaterial, and the procurement
activities were in compliance with the procuremglans filed with and approved by the CPUC.

Interest Rate Risl

We are exposed to fluctuations in interest ratémgmily as a result of our having issued short- Emd)-term debt. Subject to
regulatory constraints, we periodically enter iimizrest rate swap agreements to moderate our espusinterest rate changes and
to lower our overall costs of borrowing.

The table below shows the nominal amount and tleeyear VaR for long-term debt, excluding commerpagber classified as long-
term debt and capital lease obligations, at Decer®bg2009 and 2008:

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.

At December 31, 2009, the total notional amourinterest rate swap transactions ranged from $75omifo $355 million at Sempra
Energy and $285 million to $375 million at SDG&Rifges relate to amortizing notional amounts). Atédeber 31, 2009,
SoCalGas' total notional amount of interest ratepstwvansactions was $150 million. We provide furinéormation about interest
rate swap transactions in Note 11 of the NotesasGlidated Financial Statements.

We also are subject to the effect of interest flatstuations on the assets of our pension plamgrgiostretirement benefit plans, and
SDG&E's nuclear decommissioning trusts. Howevergwgect the effects of these fluctuations, as thite to the Sempra Utilities,
to be passed on to customers.

Credit Risk

Credit risk is the risk of loss that would be in@gt as a result of nonperformance of our countégsacontractual obligations. We
monitor credit risk through a credit-approval pree@and the assignment and monitoring of creditsinwe establish these credit
limits based on risk and return considerations utetens customarily available in the industry.

As with market risk, we have policies that govdra management of credit risk which are administégethe respective credit
departments for each of the Sempra Utilities améiionon-CPUC regulated affiliates and overseen by theiassp risk manageme
committees.

This oversight includes calculating current andeptitil credit risk on a daily basis and monitoraggual balances in comparison to
approved limits. We avoid concentration of counagties whenever possible, and we believe our cpadities significantly reduc
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overall credit risk. These policies include an ewaibn of the following: Screening Data Part 2 of 2
= prospective counterparties' financial conditiorcliling credit ratings) Page 5145 of 7002
= collateral requirements under certain circumstances

= the use of standardized agreements that allovhfonétting of positive and negative exposures &ssatwith a
single counterparty

= other security such as lock-box liens and downgtedgers

We believe that we have provided adequate reséovesunterparty nonperformance.

As we describe in Note 17 of the Notes to Constdiddinancial Statements, Sempra Generation hasteact with the DWR to
supply up to 1,900 MW of power to the state of foatiia over 10 years, which began in 2001. Thistiem results in a significant
potential nonperformance exposure with a singlentenparty; however, this risk has been addressddratigated by the liquidated
damages provision of the contract.

When they become operational, development progciempra Global rely significantly on the abilitfitheir suppliers to perform
on long-term agreements and on our ability to es@ontract terms in the event of nonperformandso Ahe factors that we
consider in evaluating a development project inelndgotiating customer and supplier agreementsthasfore, we rely on these
agreements for future performance. We also may dasdecision to go forward on development projectshese agreements.

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

Foreign Currency Rate Risk

We have investments in entities whose functionalency is not the U.S. dollar, exposing us to fgneéxchange movements,
primarily in Latin American currencies.

The Mexican subsidiaries have U.S. dollar receslbind payables that give rise to foreign exchampeements for accounting
principles generally accepted in Mexico and taxppses. In addition, monetary assets and liabil#resadjusted for inflation for
Mexican tax purposes. The fluctuations in foreigmrency and inflation are subject to Mexican taaed expose us to significant
fluctuations in tax expense from changes in thdharge and inflation rates in Mexico.

Our primary objective in reducing foreign currenisk is to preserve the economic value of our ce@ssnvestments and to reduce
earnings volatility that would otherwise occur daexchange-rate fluctuations.

Our net investment in our Latin American operatiognpanies and the resulting cash flows are partatitected against normal
exchange-rate fluctuations by rate-setting mechasihat are intended to compensate for local iofieand currency exchange-rate
fluctuations. In addition, we offset material crassrency transactions and net income exposureigiftrearious means, including
financial instruments and short-term investments.

Because we do not hedge our net investment ingorebuntries, we are susceptible to volatility thes comprehensive income
caused by exchange-rate fluctuations.

The effects of a hypothetical simultaneous 10 pdrappreciation in the U.S. dollar from year-en@2evels against the currencies
of Latin American countries in which we have opinag 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 ai&atibecause their application is the most relevjadgmental, and/or material to
our financial position and results of operationgj/ar because they require the use of materialmeids and estimates.

We describe our significant accounting policiedimte 1 of the Notes to Consolidated Financial Statets. We discuss choices
among alternative accounting policies that are mat® our financial statements and informatiomeoerning significant estimates
with the audit committee of the Sempra Energy badidirectors.

CRITICAL ACCOUNTING POLICIES
SEMPRA ENERGY, SDG&E AND SOCALGAS
CONTINGENCIES

Assumptions & Approach We accrue losses for the estimated impacts of various conditions, situations or circumstances involving
Used 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 pr(ﬂﬁﬂﬂe’sﬁ]ﬁ 9f169Q2
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.

[t 2 of 2

Effect if Different
Assumptions Used

Details of our issues in this area are discussed in Note 17 of the Notes to Consolidated Financial

Statements.




WPD-6
Screening Data Part 2 of 2

SEMPRA ENERGY, SDG&E AND SOCALGAS (CONTINUED) Pageo Tt or Tovz
REGULATORY ACCOUNTING

Assumptions & Approach The Sempra Utilities record a regulatory asset if it is probable that, through the ratemaking process, the
Used

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

INCOME TAXES

Assumptions & Approach Our income tax expense and related balance sheet amounts involve significant management estimates
Used 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 Actual income taxes could vary from estimated amounts because of:
Assumptions Used

= 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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PEgeSTa ST
SEMPRA ENERGY, SDG&E AND SOCALGAS (CONTINUED)
INCOME TAXES (CONTINUED)
Assumptions & Approach For an uncertain position to qualify for benefit recognition, the position must have at least a "more likely
Used

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 Unrecognized tax benefits involve management’s judgment regarding the likelihood of the benefit being

Assumptions Used 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 We value derivative instruments at fair value on the balance sheet. Depending on the purpose for the

Used 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

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 Ultilities' 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.

Effect if Different
Assumptions Used

SEMPRA ENERGY, SDG&E AND SOCALGAS (CONTINUED)
DEFINED BENEFIT PLANS
Assumptions & Approach To measure our pension and postretirement obligations, costs and liabilities, we rely on several

Used 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 The actuarial assumptions we use may differ materially from actual results due to:
Assumptions Used

" 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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Note 9 of the Notes to Consolidated Financial Statements. Page 5149 of 7002
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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 indicatelated to each business unit follows:

Sempra Utilities

Key noncash performance indicators include numbeustomers, and natural gas volumes and elegtsoid. Additional noncash
performance indicators include goals related tetyatustomer service, customer reputation, enwiemtal considerations, on-time
and on-budget completion of major projects andatiites, and in the case of SDG&E, electric relighiWe discuss natural gas
volumes and electricity sold in "Results of Opeamas — Changes in Revenues, Costs and Earningséabov

Sempra Commaoditie

Prior to the sale of our commaodities-marketing basses to RBS Sempra Commodities as discussed@BN8empra Commodities
did not use noncash performance factors. Its kdigators were profit margins by product line andglepgraphic area.

Sempra Generatiol

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

Sempra Pipelines & Storag

Key noncash performance indicators for Sempra Pigel& Storage's consolidated operations includerabgas sales volume,
facility availability, capacity utilization, and feome Mexican pipeline operations, customer coMet.discuss these above in "Our
Business" and "Factors Influencing Future PerforreadhAdditional noncash performance indicatorsudel goals related to safety,
environmental considerations, and regulatory coamgk.

Sempra LNG

Key noncash performance indicators include plaaflakility and capacity utilization. We discussdkeabove in "Our Business" and
"Factors Influencing Future Performance."” Additibnencash performance indicators include goaldedlto safety, environmental
considerations, and on-time and on-budget compmietfalevelopment projects.

NEW ACCOUNTING STANDARDS

We discuss the relevant pronouncements that haeatlg become effective and have had or may haigraficant effect on our
financial statements in Note 2 of the Notes to @tidated Financial Statements.

INFORMATION REGARDING FORWARD-LOOKING STATEMENTS

We make statements in this report that are nooificstl fact and constitute forward-looking statersemithin the meaning of the
Private Securities Litigation Reform Act of 199@mrvard-looking statements are necessarily based apsumptions with respect to
the future, involve risks and uncertainties, arelrast guarantees of performance. These forwardidgaitatements represent our
estimates and assumptions only as of the datasofeport.

In this report, when we use words such as "beligVegpects,” "anticipates,
"intends," "depends," "should," "could," "wouldfhay," "potential," "target,
strategy, plans or intentions, we are making fodalaoking statements.

Factors, among others, that could cause our aatgalts and future actions to differ materiallynfréhose described in forward-
looking statements include

= local, regional, national and international ecorgrnompetitive, political, legislative and regulgt@onditions
and developments;

actions by the California Public Utilities Commissj the California State Legislature, the CalifarBiepartment
of Water Resources, the Federal Energy Regulatorgr@ission, the Federal Reserve Board, and othetatygy
and governmental bodies in the United States amek @ountries in which we operate;

capital markets conditions and inflation, interastl exchange rates;

= energy and trading markets, including the timind aextent of changes and volatility in commoditycps;
the availability of electric power, natural gas digdefied natural gas;

= weather conditions and conservation efforts;

= war and terrorist attacks;

= business, regulatory, environmental and legal d@tsand requirements;

the status of deregulation of retail natural gas electricity delivery;

the timing and success of business development&ffo

the resolution of litigation; and

plans," "estimate'plojects," "contemplates,"
goals," or similar gpessions, or when we discuss our
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We caution you not to rely unduly on any forwardkg statements. You should review and considegfally the risks,
uncertainties and other factors that affect ouirss as described in this report and other replaatsve 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 StockHaxge. At February 23, 2010, there were 42,008rdeleolders of our
common stock.

The following table shows Sempra Energy quartesiynmon stock data:

First Second Third Fourth
Quarter Quarter Quarter Quarter
2009
Market price
High $ 46.96 $ 50.90 $ 53.00 $ 57.18
Low $ 36.43 $ 4394 $ 46.84 $ 48.90
2008
Market price
High $ 63.00 $ 59.96 $ 58.99 $ 51.21
Low $ 48.58 $ 53.02 $ 4335 $ 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.

PE, SOCALGAS AND SDG&E COMMON STOCK

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

Information concerning dividend declarations for, B6CalGas and SDG&E is included in each of th&tatements of Consolidated
Comprehensive Income and Changes in Equity” sét forthe Consolidated Financial Statements.

DIVIDEND RESTRICTIONS

The payment and the amount of future dividendsSfampra Energy, SDG&E, PE, and SoCalGas are witlerdiscretion of their
boards of directors. As a result of their projeatagital expenditure programs, SDG&E elected tpsnd the payment of dividends
on its common stock to Sempra Energy in 2008 af¥ 28nd SoCalGas elected to suspend the paymeitidénds on its common
stock in 2009. However, in 2009, SDG&E paid divideron its common stock to Sempra Energy due testtended review period
associated with the Sunrise Powerlink project dwedrésultant delay in initiating construction aitiés. Future common dividends
from SDG&E, PE and SoCalGas may be limited to redhe amount of debt financing required duringguesiof increased capital
expenditures. The CPUC'’s regulation of the Seniiiities’ capital structures limits the amountstithe Sempra Utilities can pay
us in the form of loans and dividends.
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PERFORMANCE GRAPH -- COMPARATIVE TOTAL SHAREHOLDER RETURNS

The following graph (Figure 2) compares the per@geatchange in the cumulative total shareholdermain Sempra Energy comm
stock for the five-year period ending DecemberZI09, with the performance over the same perigi®Standard & Poor's 500
Index and the Standard & Poor's 500 Utilities Index

These returns were calculated assuming an initiedstment of $100 in our common stock, the S&P I5d@x and the S&P 500
Utilities Index on December 31, 2004, and the regstmnent of all dividends.

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

The following tables present selected financiabhd#tSempra Energy, SDG&E, PE and SoCalGas fofitke/ears ended December
31, 2009. The data is derived from the audited aliatested financial statements of each company. toauld read this information
conjunction with "Management's Discussion and Asialpf Financial Condition and Results of Operagioand the consolidated
financial statements and notes contained in thisuahReport.

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

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

Total revenues

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 commor?shpares(l) w
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 $ 452 $ 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 $ 124 $ 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 $ 28512 $ 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.

We discuss the impact of natural gas prices onmgy®in 2009 and 2008 “Changes in Revenues, Costs and Ear” in
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On April 1, 2008, we sold our commodities-marketinginesses into a joint venture, and began acomufur these businesses

under the equity method. We discuss this trangaéticher in Notes 3 and 4 of the Notes to Consadéd Financial Statements.

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

Net Income and Earnings Attributable to Common 8&é&m 2006 include $315 million in af-tax income from discontinued
operations, primarily due to asset sales.
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FIVE-YEAR SUMMARIES (CONTINUED)

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 $ 2916 $ 3251 $ 2852 $ 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 $ 1958 $ 1638 $ 1,455
Short-term debt(1) $ 78 3% 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 % 2542 % 2,200 $ 1915 $ 1,483
PE
Statement of Operations Data:
Operating revenues $ 3355 $ 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) $ 1 $ 100 $ - $ - $ 96
PE shareholders' equity(2) $ 2,208 $ 1940 $ 1916 $ 1930 $ 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% 13 13 1% 1
Earnings attributable to common shares $ 273 % 244 % 230 $ 223 % 211
Balance Sheet Data:
Total assets $ 7,287 $ 7351 % 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) $ 1 $ 100 $ - $ - % 96
SoCalGas shareholders' equity $ 1,766 $ 1,490 $ 1,470 $ 1490 $ 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).

We discuss the impact of natural gas prices onmge®in 2009 and 2008 in “Changes in Revenuess@ost Earnings” in
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations.” We do notwjite per-share data for
SDG&E, Pacific Enterprises and SoCalGas, becawsedmmon stock of each of them is directly or iadily wholly owned by
Sempra Energy.

We discuss litigation and other contingencies iteNky of the Notes to Consolidated Financial Statam

CONTROLS AND PROCEDURES

EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES

SEMPRA ENERGY, SDG&E, PE, SOCALGAS
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Sempra Energy, SDG&E, PE and SoCalGas have desagiethaintain disclosure controls and proceduressoPereeainafoatadtart 2 of 2
required to be disclosed in their respective repisrtecorded, processed, summarized and repoitiih the time PrIfODSRECHRY
in the rules and forms of the Securities and Exgea@ommission and is accumulated and communicatégttmanagement of each
company, including each respective Chief Execulifficer and Chief Financial Officer, to allow tinyetiecisions regarding required
disclosure. In designing and evaluating these otsmémd procedures, the management of each compeognizes that any systen
controls and procedures, no matter how well desigmal operated, can provide only reasonable assicrachieving the desired
control objectives; therefore, the management ofi@mpany applies judgment in evaluating the besiefit relationship of other
possible controls and procedures.

Under the supervision and with the participatiomafnagement, including the Chief Executive Officamd Chief Financial Officers
of Sempra Energy, SDG&E, PE and SoCalGas, each@oyngvaluated the effectiveness of the design aedation of its disclosur
controls and procedures as of December 31, 206%ritl of the period covered by this report. Bagethese evaluations, the Chief
Executive Officers and Chief Financial OfficersSgmpra Energy, SDG&E, PE and SoCalGas concludedhthia respective
company's disclosure controls and procedures wgetiwe 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 repeifior establishing and maintaining adequaterirgl control over financial
reporting, as defined in Exchange Act Rules 13d}1B8fider the supervision and with the participataf the management of each
company, including each company's principal exgeutifficer and principal financial officer, the eftiveness of each company's
internal control over financial reporting was exakd based on the frameworkliternal Control -- Integrated Framewoiksued by
the Committee of Sponsoring Organizations of thea@ivay Commission. Based on the evaluations, ezopany concluded that i
internal control over financial reporting was effee as of December 31, 2009. Deloitte & TouchePlaudited the effectiveness of
each company's internal control over financial répg as of December 31, 2009, as stated in tleionts, which are included in this
Annual Report.

There have been no changes in the companies' ah@ntrol over financial reporting during the meestent fiscal quarter that have
materially affected, or are reasonably likely toten@lly affect, the companies' internal controkotfinancial 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 Serajinergy:

We have audited the internal control over financéglorting of Sempra Energy and subsidiaries (@anipany") as of December 31,
2009, based on criteria establishedniternal Control — Integrated Framewoitsued by the Committee of Sponsoring
Organizations of the Treadway Commission. The Camgfs management is responsible for maintainingcéffe internal control
over financial reporting and for its assessmerhefeffectiveness of internal control over finahegporting, included in the
accompanying Management’s Report on Internal Cootrer Financial Reporting. Our responsibilitytgsexpress an opinion on the
Company's internal control over financial reportrgsed on our audit.

We conducted our audit in accordance with the stededof the Public Company Accounting Oversighti8d&@nited States). Those
standards require that we plan and perform thet émdibtain reasonable assurance about whethetigffanternal control over
financial reporting was maintained in all materedpects. Our audit included obtaining an undedsiey of internal control over
financial reporting, assessing the risk that a neteveakness exists, testing and evaluating tiséggdeand operating effectiveness of
internal control based on the assessed risk, arfidrpgng such other procedures as we considereessecy in the circumstances.
We believe that our audit provides a reasonabls tf@asour opinion.

A company's internal control over financial repogtis a process designed by, or under the supenvidi the company's principal
executive and principal financial officers, or pars performing similar functions, and effected by tompany's board of directors,
management, and other personnel to provide reakpaaburance regarding the reliability of financegorting and the preparatior
financial statements for external purposes in atauce with generally accepted accounting principfegompany's internal control
over financial reporting includes those policiesl @nocedures that (1) pertain to the maintenanceaufrds that, in reasonable detail,
accurately and fairly reflect the transactions disgositions of the assets of the company; (2) ijpreasonable assurance that
transactions are recorded as necessary to perepation of financial statements in accordanch génerally accepted accounting
principles, and that receipts and expendituref®tbmpany are being made only in accordance withoaizations of management
and directors of the company; and (3) provide reable assurance regarding prevention or timelyctiete of unauthorized
acquisition, use, or disposition of the compang&ets that could have a material effect on thenfiizd statements.

Because of the inherent limitations of internaltcohover financial reporting, including the possti of collusion or imprope
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management override of controls, material misstatemdue to error or fraud may not be preventetbtected orbaréienislg Bakidart 2 of 2
Also, projections of any evaluation of the effeetiess of the internal control over financial rejngrto future perigeEear89h e 20
the risk that the controls may become inadequatause of changes in conditions, or that the degfreempliance with the policies
or procedures may deteriorate.
In our opinion, the Company maintained, in all mialerespects, effective internal control over fical reporting as of December .
2009, based on the criteria establishethtarnal Control — Integrated Framewoigsued by the Committee of Sponsoring
Organizations of the Treadway Commission.
We have also audited, in accordance with the stasdz the Public Company Accounting Oversight Bo@nited States), the
consolidated financial statements as of and foytda ended December 31, 2009 of the Company ancepart dated February 25,
2010, expressed an unqualified opinion on thosnfiral statements.

/SI DELOITTE & TOUCHE LLP

San Diego, California
February 25, 2010
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We have audited the accompanying consolidated balgiheets of Sempra Energy and subsidiaries (thmp@ny") as of December
31, 2009 and 2008, and the related consolidatéeinséants of operations, comprehensive income analgesain equity, and cash
flows for each of the three years in the periodeghBecember 31, 2009. These financial statemeatha responsibility of the
Company's management. Our responsibility is to@sgpan opinion on these financial statements basedr audits.

We conducted our audits in accordance with thedstais of the Public Company Accounting OversighafBigUnited States).

Those standards require that we plan and perfoenatidit to obtain reasonable assurance about wttbihénancial statements are
free of material misstatement. An audit includeaneining, on a test basis, evidence supportingtheunts and disclosures in the
financial statements. An audit also includes assgshe accounting principles used and signifiemtimates made by management,
as well as evaluating the overall financial statetpeesentation. We believe that our audits preddeasonable basis for our
opinion.

In our opinion, such consolidated financial statetagresent fairly, in all material respects, tinarficial position of Sempra Energy
and subsidiaries as of December 31, 2009 and 20@Bthe results of their operations and their ¢asts for each of the three years
in the period ended December 31, 2009, in confgrmith accounting principles generally acceptethia United States of America.

We have also audited, in accordance with the stasdz the Public Company Accounting Oversight Bogsnited States), the
Company's internal control over financial reportagyof December 31, 2009, based on the criterébkstied ininternal Control—
Integrated Frameworissued by the Committee of Sponsoring Organizatifrice Treadway Commission and our report dated
February 25, 2010 expressed an unqualified opiaiothe Company's internal control over financiglaring.

/SI 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 SateQo Gas & Electric Company:

We have audited the internal control over finangéglorting of San Diego Gas & Electric Company anldsidiary (the "Company")
as of December 31, 2009, based on criteria estealisiinternal Control — Integrated Framewoissued by the Committee of
Sponsoring Organizations of the Treadway Commissiile Company's management is responsible fortaiaing effective
internal control over financial reporting and ftg assessment of the effectiveness of internafaoower financial reporting, includs
in the accompanying Management’s Report on InteQaaitrol over Financial Reporting. Our respongipik to express an opinion
on the Company's internal control over financiglarting based on our audit.

We conducted our audit in accordance with the stededof the Public Company Accounting Oversighti@d&nited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethetigtfeénternal control over
financial reporting was maintained in all materedpects. Our audit included obtaining an undedsiey of internal control over
financial reporting, assessing the risk that a neteveakness exists, testing and evaluating tlségdeand operating effectiveness of
internal control based on the assessed risk, aridrpeng such other procedures as we considereessacy in the circumstances.
We believe that our audit provides a reasonablis tfasour opinion.

A company's internal control over financial repogtis a process designed by, or under the supenvidi the company's principal
executive and principal financial officers, or pars performing similar functions, and effected by tompany's board of directors,
management, and other personnel to provide reakpaaburance regarding the reliability of financegorting and the preparatior
financial statements for external purposes in atauce with generally accepted accounting principfegompany's internal control
over financial reporting includes those policiesl @nocedures that (1) pertain to the maintenanceaufrds that, in reasonable detail,
accurately and fairly reflect the transactions disgpositions of the assets of the company; (2) ideveasonable assurance that
transactions are recorded as necessary to perepagation of financial statements in accordanch génerally accepted accounting
principles, and that receipts and expendituree®tbompany are being made only in accordance withoaizations of management
and directors of the company; and (3) provide reablte assurance regarding prevention or timelyotiete of unauthorized
acquisition, use, or disposition of the compang&ets that could have a material effect on thenfiizd statements.

Because of the inherent limitations of internaltcohover financial reporting, including the posktp of collusion or improper
management override of controls, material misstatémdue to error or fraud may not be preventetetected on a timely basis.
Also, projections of any evaluation of the effeetiess of the internal control over financial rejpgrto future periods are subject to
the risk that the controls may become inadequataus of changes in conditions, or that the degfreempliance with the policies
or procedures may deteriorate.

In our opinion, the Company maintained, in all miaerespects, effective internal control over fical reporting as of December .
2009, based on the criteria establishethtarnal Control — Integrated Framewoiksued by the Committee of Sponsoring
Organizations of the Treadway Commission.

We have also audited, in accordance with the stasdz the Public Company Accounting Oversight Bogsnited States), the
consolidated financial statements as of and foy#e ended December 31, 2009 of the Company andepart dated February 25,
2010, expressed an unqualified opinion on thosnfifal statements.

/S/ DELOITTE & TOUCHE LLP

San Diego, California
February 25, 2010
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We have audited the accompanying consolidated balgineets of San Diego Gas & Electric Company abdidiary (the
"Company") as of December 31, 2009 and 2008, amdelated consolidated statements of operatiomspoehensive income and
changes in equity, and cash flows for each ofltheet years in the period ended December 31, 2088se financial statements are
the responsibility of the Company's management.r@sgonsibility is to express an opinion on thésarfcial statements based on
our audits.

We conducted our audits in accordance with thedstais of the Public Company Accounting OversighafBigUnited States).

Those standards require that we plan and perfoenatidit to obtain reasonable assurance about wttbéinancial statements are
free of material misstatement. An audit includeamining, on a test basis, evidence supportingtheunts and disclosures in the
financial statements. An audit also includes agsgghe accounting principles used and signifiemtimates made by management,
as well as evaluating the overall financial statenpgesentation. We believe that our audits preddeasonable basis for our
opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, tinarficial position of San Diego Gas
Electric Company and subsidiary as of DecembefBQ9 and 2008, and the results of their operatmustheir cash flows for each
of the three years in the period ended Decembe2@®19, in conformity with accounting principles geally accepted in the United
States of America.

We have also audited, in accordance with the stasdz the Public Company Accounting Oversight Bo@nited States), the
Company's internal control over financial reportaggof December 31, 2009, based on the criterébkstied ininternal Control—
Integrated Frameworissued by the Committee of Sponsoring Organizatifrice Treadway Commission and our report dated
February 25, 2010 expressed an unqualified opiaiothe Company's internal control over financiglaming.

/S/ DELOITTE & TOUCHE LLP

San Diego, California
February 25, 2010
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PACIFIC ENTERPRISES

To the Board of Directors and Shareholders of PaciEnterprises:

We have audited the internal control over finanglorting of Pacific Enterprises and subsidiafiee "Company") as of December
31, 2009, based on criteria establishethtarnal Control — Integrated Framewoissued by the Committee of Sponsoring
Organizations of the Treadway Commission. The Camy[s management is responsible for maintainingcéffe internal control
over financial reporting and for its assessmerhefeffectiveness of internal control over finahegporting, included in the
accompanying Management’s Report on Internal Cootrer Financial Reporting. Our responsibilitytgsexpress an opinion on the
Company's internal control over financial reportrgsed on our audit.

We conducted our audit in accordance with the stededof the Public Company Accounting Oversightid&nited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethetigtfénternal control over
financial reporting was maintained in all materedpects. Our audit included obtaining an undedsiey of internal control over
financial reporting, assessing the risk that a neteveakness exists, testing and evaluating tlségdeand operating effectiveness of
internal control based on the assessed risk, arfidrpeng such other procedures as we considereessecy in the circumstances.
We believe that our audit provides a reasonablis tf@asour opinion.

A company's internal control over financial repogtis a process designed by, or under the supenvidi the company's principal
executive and principal financial officers, or pars performing similar functions, and effected by tompany's board of directors,
management, and other personnel to provide reakpaaburance regarding the reliability of financegorting and the preparatior
financial statements for external purposes in atauce with generally accepted accounting principfegompany's internal control
over financial reporting includes those policiesl @nocedures that (1) pertain to the maintenanceaufrds that, in reasonable detail,
accurately and fairly reflect the transactions disgpositions of the assets of the company; (2) ideveasonable assurance that
transactions are recorded as necessary to perepagation of financial statements in accordanch génerally accepted accounting
principles, and that receipts and expendituree®tbompany are being made only in accordance withoaizations of management
and directors of the company; and (3) provide reablte assurance regarding prevention or timelyotiete of unauthorized
acquisition, use, or disposition of the compang&ets that could have a material effect on thenfiizd statements.

Because of the inherent limitations of internaltcohover financial reporting, including the posktp of collusion or improper
management override of controls, material misstatémdue to error or fraud may not be preventetetected on a timely basis.
Also, projections of any evaluation of the effeetiess of the internal control over financial rejpgrto future periods are subject to
the risk that the controls may become inadequataus of changes in conditions, or that the degfreempliance with the policies
or procedures may deteriorate.

In our opinion, the Company maintained, in all miaerespects, effective internal control over fical reporting as of December .
2009, based on the criteria establishethtarnal Control — Integrated Framewoiksued by the Committee of Sponsoring
Organizations of the Treadway Commission.

We have also audited, in accordance with the stasdz the Public Company Accounting Oversight Bogsnited States), the
consolidated financial statements as of and foy#e ended December 31, 2009 of the Company andepart dated February 25,
2010, expressed an unqualified opinion on thosnfiral statements.

/S/ DELOITTE & TOUCHE LLP

San Diego, California
February 25, 2010
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We have audited the accompanying consolidated balgineets of Pacific Enterprises and subsidiatties'Company") as of
December 31, 2009 and 2008, and the related caoiasedl statements of operations, comprehensive ia@md changes in equity,
and cash flows for each of the three years in triogd ended December 31, 2009. These financitdmments are the responsibility of
the Company's management. Our responsibility &xfiyess an opinion on these financial statemerstsdan our audits.

We conducted our audits in accordance with thedstais of the Public Company Accounting OversighafBigUnited States).

Those standards require that we plan and perfoenatidit to obtain reasonable assurance about wttbihénancial statements are
free of material misstatement. An audit includeaneining, on a test basis, evidence supportingtheunts and disclosures in the
financial statements. An audit also includes assgshe accounting principles used and signifiemtimates made by management,
as well as evaluating the overall financial statetpeesentation. We believe that our audits preddeasonable basis for our
opinion.

In our opinion, such consolidated financial statetagresent fairly, in all material respects, tinarficial position of Pacific
Enterprises and subsidiaries as of December 38 286 2008, and the results of their operationstheid cash flows for each of the
three years in the period ended December 31, 20@®nformity with accounting principles generadigcepted in the United States
of America.

We have also audited, in accordance with the stasdz the Public Company Accounting Oversight Bo@nited States), the
Company's internal control over financial reportagyof December 31, 2009, based on the criterébkstied ininternal Control—
Integrated Frameworissued by the Committee of Sponsoring Organizatirike Treadway Commission and our report dated
February 25, 2010 expressed an unqualified opiaiothe Company's internal control over financiglaing.

/S/ DELOITTE & TOUCHE LLP

San Diego, California
February 25, 2010



WPD-6
Screening Data Part 2 of 2
Page 5165 of 7002

SOUTHERN CALIFORNIA GAS COMPANY

To the Board of Directors and Shareholders of Soath California Gas Company:

We have audited the internal control over finangéglorting of Southern California Gas Company anusiliaries (the "Company")
as of December 31, 2009, based on criteria estealisiinternal Control — Integrated Framewoissued by the Committee of
Sponsoring Organizations of the Treadway Commissiimee Company's management is responsible fortaiaing effective
internal control over financial reporting and ftg assessment of the effectiveness of internafaoower financial reporting, includs
in the accompanying Management’s Report on InteQaaitrol over Financial Reporting. Our respongipik to express an opinion
on the Company's internal control over financiglarting based on our audit.

We conducted our audit in accordance with the stededof the Public Company Accounting Oversighti@d&nited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethetigtfeénternal control over
financial reporting was maintained in all materedpects. Our audit included obtaining an undedsiey of internal control over
financial reporting, assessing the risk that a neteveakness exists, testing and evaluating tlségdeand operating effectiveness of
internal control based on the assessed risk, aridrpeng such other procedures as we considereessacy in the circumstances.
We believe that our audit provides a reasonablis tfasour opinion.

A company's internal control over financial repogtis a process designed by, or under the supenvidi the company's principal
executive and principal financial officers, or pars performing similar functions, and effected by tompany's board of directors,
management, and other personnel to provide reakpaaburance regarding the reliability of financegorting and the preparatior
financial statements for external purposes in atauce with generally accepted accounting principfegompany's internal control
over financial reporting includes those policiesl @nocedures that (1) pertain to the maintenanceaufrds that, in reasonable detail,
accurately and fairly reflect the transactions disgpositions of the assets of the company; (2) ideveasonable assurance that
transactions are recorded as necessary to perepagation of financial statements in accordanch génerally accepted accounting
principles, and that receipts and expendituree®tbompany are being made only in accordance withoaizations of management
and directors of the company; and (3) provide reablte assurance regarding prevention or timelyotiete of unauthorized
acquisition, use, or disposition of the compang&ets that could have a material effect on thenfiizd statements.

Because of the inherent limitations of internaltcohover financial reporting, including the posktp of collusion or improper
management override of controls, material misstatémdue to error or fraud may not be preventetetected on a timely basis.
Also, projections of any evaluation of the effeetiess of the internal control over financial rejpgrto future periods are subject to
the risk that the controls may become inadequataus of changes in conditions, or that the degfreempliance with the policies
or procedures may deteriorate.

In our opinion, the Company maintained, in all miaerespects, effective internal control over fical reporting as of December .
2009, based on the criteria establishethtarnal Control — Integrated Framewoiksued by the Committee of Sponsoring
Organizations of the Treadway Commission.

We have also audited, in accordance with the stasdz the Public Company Accounting Oversight Bogsnited States), the
consolidated financial statements as of and foy#e ended December 31, 2009 of the Company andepart dated February 25,
2010, expressed an unqualified opinion on thosnfiral statements.

/S/ DELOITTE & TOUCHE LLP

San Diego, California
February 25, 2010
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We have audited the accompanying consolidated balgiheets of Southern California Gas Company absidiaries (the
"Company") as of December 31, 2009 and 2008, amdelated consolidated statements of operatiomspoehensive income and
changes in shareholders' equity, and cash flowsdoh of the three years in the period ended DeeeB1h 2009. These financial
statements are the responsibility of the Compangsagement. Our responsibility is to express aniopion these financial
statements based on our audits.

We conducted our audits in accordance with thedstais of the Public Company Accounting OversighafBigUnited States).

Those standards require that we plan and perfoenatidit to obtain reasonable assurance about wttbéinancial statements are
free of material misstatement. An audit includeamining, on a test basis, evidence supportingtheunts and disclosures in the
financial statements. An audit also includes agsgghe accounting principles used and signifiemtimates made by management,
as well as evaluating the overall financial statenpgesentation. We believe that our audits preddeasonable basis for our
opinion.

In our opinion, such consolidated financial statetagresent fairly, in all material respects, tinarficial position of Southern
California Gas Company and subsidiaries as of Déeer@l, 2009 and 2008, and the results of theiratip;s and their cash flows
for each of the three years in the period endeceBéer 31, 2009, in conformity with accounting pijihes generally accepted in the
United States of America.

We have also audited, in accordance with the stasdz the Public Company Accounting Oversight Bo@nited States), the
Company's internal control over financial reportaggof December 31, 2009, based on the criterébkstied ininternal Control—
Integrated Frameworissued by the Committee of Sponsoring Organizatifrice Treadway Commission and our report dated
February 25, 2010 expressed an unqualified opiaiothe Company's internal control over financiglaming.

/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 $ 7972 $ 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 (209) 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) SCF&@)ngYD?U;OZZFt 20f2
Fa 1 O
Eamnings $ 1,119 $ 1,113 $ 18959’

Basic earnings per common share:
Continuing operations attributable to common shares $ 460 $ 450 $ 4.34
Discontinued operations, net of income tax - - (0.10)
$ 460 $ 450 $ 4.24

243,339 247,387 259,269

Basic earnings per common share

Weighted-average number of shares outstanding (thousands)

Diluted earnings per common share:
Continuing operations attributable to common shares $ 452 $ 443 $ 4.26
Discontinued operations, net of income tax - - (0.10)
$ 452 $ 443 $ 4.16

247,384 251,159 264,004

Diluted earnings per common share

Weighted-average number of shares outstanding (thousands)

Dividends declared per share of common stock $ 156 $ 137 $ 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,
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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 7 160
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 Commaodities 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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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 (23) (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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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 Commaodities 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) (29) (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.



WPD-6

Screening Data Part 2 of 2
SEMPRA ENERGY Page 5171 of 7002

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 Q) 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 w
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 %
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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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 $ 3245 $ 4681 $ 25) $ (390) $ 7511 % 111 $ 7,622
Net income (loss) 1,109 1,109 a7) 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 ) ) )
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 $ 2265 $ 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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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 $ 2265 $ 6235 $ a8) $ (513) $ 7,969 $ 340 $ 8,309
Net income (loss) 1,129 1,129 ) 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 (20) 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 $ 2418 $ 6971 $ (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 $ 2562 $ 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 a77) (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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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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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 (42) 55 3
Gains on sale of assets 1) ?3) )
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 Q)
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 ) - (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)

Screening Data Part 2 of 2
Page 5178 of 7002

Years ended December 31,

2009 2008 2007

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

Interest payments, net of amounts capitalized 9 % 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

Page 5179 of 7002
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 a7) 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 $ 1611 $ (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 $ 335 $ 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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Page 5181 of 7002
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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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)

Screening Data Part 2 of 2
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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 a7
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) Q) 1)
Issuance of long-term debt - 250 -
Payment of long-term debt (200) - -
Other - 2) R
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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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 % B) $ 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) ) )
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 $ 1462 $ 691 $ (25) $ 2,208 $ 20 $ 2,228

* As adjusted for the retrospective adoption of ASC 810 (SFAS 160).
See Notes to Consolidated Financial Statements.



WPD-6

SOUTHERN CALIFORNIA GAS COMPANY AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(Dollars in millions)

Years ended December 31,
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2009 2007
Operating revenues $ 335 $ 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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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.
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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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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 (20) (6) 1
Regulatory balancing accounts 10 46 (23)
Customer deposits (28) 24 3
Other current liabilities (69) 24 a7
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) Q) 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.
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SOUTHERN CALIFORNIA GAS COMPANY AND SUBSIDIARIES
STATEMENTS OF CONSOLIDATED CASH FLOWS (CONTINUED)
(Dollars in millions)
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Years ended December 31,

2009 2008 2007

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Interest payments, net of amounts capitalized $
Income tax payments, net of refunds

SUPPLEMENTAL DISCLOSURE OF NONCASH ACTIVITIES
Increase in capital lease obligations for investments in property, plant and
equipment $
Dividends declared but not paid

59 $ 58 $ 66
76 120 114

298 -$ -
- - 150

See Notes to Consolidated Financial Statements.
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SOUTHERN CALIFORNIA GAS COMPANY AND SUBSIDIARIES ;:rzeg;"&'??o';g” 20f2
STATEMENTS OF CONSOLIDATED COMPREHENSIVE INCOME AND CHANGES IN SHAREHOLDERS' EQUITY -9

(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) s 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 Statemealisde the accounts of Sempra Energy, a Califdoaged Fortune 500 holding
company, its consolidated subsidiaries, and variatierest entities. Sempra Energy’s principal gliases are

= San Diego Gas & Electric Company (SDG&E) and Sautiigalifornia Gas Company (SoCalGas), which we
collectively refer to as the Sempra Utilities; and

= Sempra Global, which is the holding company for BenCommaodities, Sempra Generation, Sempra Pifsedine
Storage, Sempra LNG and other, smaller businesses.

Sempra Energy uses the equity method to accouimfestments in affiliated companies over whichhege the ability to exercise
significant influence, but not control. We discass investments in unconsolidated subsidiariesotell 3 and 4.

SDG&E

SDG&E's Consolidated Financial Statements inclislaé¢counts, the accounts of its sole subsididiG & Funding LLC, and the
accounts of Otay Mesa Energy Center LLC (Otay Mé&) and Orange Grove Energy L.P. (Orange Grove)\AWhich are variable
interest entities of which SDG&E is the primary béaiary, as discussed below under "Variable IrgeEntities.” SDG&E’s
common stock is wholly owned by Enova Corporatishich is a wholly owned subsidiary of Sempra Eneiye activities of
SDG&E Funding LLC were substantially complete ir©20and the entity was dissolved in 2008.

Pacific Enterprises and SoCalGe

The Consolidated Financial Statements of Pacifi@imises include the accounts of Pacific Entegsri®E) and its subsidiary,
SoCalGas. Sempra Energy owns all of PE’s commmkstnd PE owns all of SoCalGas’ common stock. 88&s Consolidated
Financial Statements include its subsidiaries, vlsiemprise less than one percent of its consolitis@ncial position and results of
operations.

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

BASIS OF PRESENTATION

This is a combined report of Sempra Energy, SDGRIEE and SoCalGas. We provide separate informatioS B &E, PE and
SoCalGas as required. When only information for 8@@s is provided, it is the same for PE. Refereit¢his report to "we," "our"
and "Sempra Energy Consolidated" are to Sempragireerd its consolidated entities, unless otherividieated by the context. We
have eliminated intercompany accounts and trarwativithin each set of consolidated financial stegets.

We evaluated events and transactions that occaftedDecember 31, 2009 through the date the fiahstatements were issued,
and in the opinion of management, the accompanstimigments reflect all adjustments necessary flar @aresentation.

QUASI-REORGANIZATION

In 1993, PE effected a quasi-reorganization faaritial reporting purposes as of December 31, 18%f1asi-reorganization permits
a company, for accounting purposes, to adjustritmtial statements and proceed on much the sasie dmif it had been legally
reorganized. In 2007, an adjustment to liabilitilated to the quasi-reorganization resulted ie@ehse to equity. We expect to
resolve the remaining liabilities of $4 million 2010. We believe the provisions established fosehmatters are adequate.

USE OF ESTIMATES IN THE PREPARATION OF THE FINANCIA L STATEMENTS

We prepare our financial statements in conformiih\@ccounting principles generally accepted inWimited States of America
(GAAP). This requires us to make estimates andmapgsans that affect the amounts reported in tharfaial statements and
accompanying notes, including the disclosure otiogent assets and liabilities at the date of tharfcial statements. Although we
believe the estimates and assumptions are reaggrailial amounts ultimately may differ signifidgrftom those estimates.

REGULATORY MATTERS

Effects of Regulatior

The accounting policies of our principal regulateiity subsidiaries, SDG&E and SoCalGas, conforithvcAAP for regulated
enterprises and reflect the policies of the Catif@iPublic Utilities Commission (CPUC) and the Fedi&nergy Regulatory
Commission (FERC).

The Sempra Utilities prepare their financial stageis in accordance with GAAP provisions governiegulated operations. Under
these provisions, a regulated utility records all#gry asset if it is probable that, through taeemaking process, the utility will
recover that asset from customers. To the extettrétovery is no longer probable as a result ahgls in regulation or the utility
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competitive position, the related regulatory asaetswritten off. Regulatory liabilities represembounts collecte@déreenica statmEnstia of 2
advance of the actual expenditure by the utilitghé actual expenditures are less than amountsougly collectetdesrn @ opafess,
the excess would be refunded to customers, gepdnalleducing future rates.
The following subsidiaries of Sempra Pipelines &rage also apply GAAP for regulated utilities teittoperations:
= Mobile Gas Service Corporation (Mobile Gas), a $megjulated natural gas distribution utility in Slowest

Alabama acquired in October 2008
= Ecogas Mexico, S de RL de CV (Ecogas), a smallleegd natural gas distribution utility in Northefexico

We provide information concerning regulatory assetd liabilities below in "Regulatory Balancing Axmts" and "Regulatory
Assets and Liabilities."

Regulatory Balancing Account

The following table summarizes our regulatory balag accounts at December 31. The net payablesies net of receivables)
will be returned to customers by reducing futurtesa

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

Over- and undercollected regulatory balancing astoreflect the difference between customer biliagd recorded or CPUC-
authorized costs, primarily commodity costs. Amatintthe balancing accounts are recoverable ondafole in future rates, subject
to CPUC approval. Balancing account treatment elargs the impact on earnings from variances ictlvered costs from
authorized amounts. Absent balancing account tre@ttrvariations in operating and maintenance dosts amounts approved by 1
CPUC would increase volatility in utility earnings.

We provide additional information about regulatamgtters in Notes 15 and 16.
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We show the details of regulatory assets and itadslin the following table, and discuss eachhefm separately below.

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 3% 9 $ 121 % 102 % 18
Noncurrent regulatory assets 1,803 1,051 748 1,986 1,085 900
Current regulatory liabilities(1) 4 - Q) ?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.

In the tables above:

= Regulatory assets arising from fixed-price congagstd other derivatives are offset by corresponiiijjities
arising from purchased power and natural gas contgnadd transportation contracts. The regulatoseas
increased/decreased based on changes in the fikietwalue of the contracts. It is also reducegasnents are
made for commodities and services under theseaxstr

Deferred taxes recoverable/refundable in ratedased on current regulatory ratemaking and incaxdatvs.
SDG&E and SoCalGas expect to recover/refund netlaggry assets/liabilities related to deferred mectaxes
over the lives of the assets that give rise tatmmulated deferred income tax liabilities/assets.
Regulatory assets related to unamortized lossesamyuired debt are recovered over the remainiiginat
amortization periods of the losses on reacquirdd. déhese periods range from 3 months to 18 yearSDG&E
and from 3 to 16 years for SoCalGas.

Regulatory assets related to environmental coptesent the portion of our environmental liabiligcognized at
the end of the period in excess of the amountithatbeen recovered through rates charged to custoviie
expect this amount to be recovered in future ratesxpenditures are made.

Regulatory assets related to pension and othergtivetnent benefit obligations are offset by couasling
liabilities and are being recovered in rates agpthas are funded.

For substantially all of these assets, the casmbiget been expended and the assets are offdieiities that do not incur
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FAIR VALUE MEASUREMENTS
We apply recurring fair value measurements to gegsasets and liabilities, primarily nuclear decossioning trusts, marketable
securities and other miscellaneous derivativesrRoithe formation of RBS Sempra Commodities LRBS Sempra Commodities)
on April 1, 2008, as we discuss in Notes 3 andelalso applied fair value measurements to tradamiyatives and certain trading
inventories.

"Fair value" is defined as the price that wouldrbeeived to sell an asset or paid to transferkliiain an orderly transaction
between market participants at the measuremeni(esteprice).

A fair value measurement reflects the assumptioauket participants would use in pricing an assdiability based on the best
available information. These assumptions incluaerisk inherent in a particular valuation techni@sech as a pricing model) and
the risks inherent in the inputs to the model. Alse consider an issuer's credit standing when oneeggsliabilities at fair value.

We establish a fair value hierarchy that priorsizlee inputs used to measure fair value. The tdkyagives the highest priority to
unadjusted quoted prices in active markets fortidahassets or liabilities (Level 1 measurement) the lowest priority to
unobservable inputs (Level 3 measurement). The tleneels of the fair value hierarchy are as follows

Level 1- Quoted prices are available in active marketsdientical assets or liabilities as of the repa@tifate. Active markets are
those in which transactions for the asset or lighidccur in sufficient frequency and volume to yide pricing information on an
ongoing basis. Our Level 1 financial instrumenisarily consist of exchanggaded derivatives, listed equities and U.S. gowvenmnt
treasury securities.

Level 2— Pricing inputs are other than quoted prices tivaenarkets included in Level 1, which are eitd&ectly or indirectly
observable as of the reporting date. Level 2 inetuthose financial instruments that are valuedgusiadels or other valuation
methodologies. These models are primarily industayxdard models that consider various assumpticisiding:

= quoted forward prices for commodities

= time value

= current market and contractual prices for the uydey instruments
= volatility factors

= other relevant economic measures

Substantially all of these assumptions are obsésiatihe marketplace throughout the full termtad tnstrument, can be derived
from observable data or are supported by obsentabdds at which transactions are executed in tagketplace. Our financial
instruments in this category include non-exchamgded derivatives such as over-the-counter (OT@)dads and options.

Level 3- Pricing inputs include significant inputs tha¢ gienerally less observable from objective sourtlesse inputs may be used
with internally developed methodologies that regulhanagement's best estimate of fair value froenperspective of a market
participant.

As a result of implementing new accounting stanglamd2007 related to fair value measurement, werdsa a transition adjustment
gain of $12 million to Sempra Energy's beginninigirgeed earnings in 2007, net of tax. There wagasition adjustment at SDG&
or SoCalGas.

CASH AND CASH EQUIVALENTS
Cash equivalents are highly liquid investments wititurities of three months or less at the dajauiothase.

RESTRICTED CASH

Restricted cash at Sempra Energy was $35 milli@0B8 and $27 million in 2008 at December 31. I828nd 2008, $27 million of
restricted cash represents funds held in trustdastruction financing of certain natural gas gertacilities of Sempra Pipelines &
Storage. SDG&E had $8 million of restricted casbatember 31, 2009, which represents funds held thystee for Otay Mesa VIE
to pay certain operating costs.

COLLECTION ALLOWANCES

We record allowances for the collection of recelealand, prior to the sale of our commodities-menigebusinesses, realization of
trading assets (discussed below under "Tradingumstnts"). The allowances for collection of recéiesa include allowances for
doubtful customer accounts and for other receivealilbe changes in allowances for collection of ired#les 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) (29)

Acquisition of EnergySouth (see Note 3) - 2 -
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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 (20) (11) (8)
Allowances for collection of receivables at December 31 $ 4 3 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

TRADING INSTRUMENTS

Trading Securities

In the first quarter of 2008, Sempra Commoditienrded $2 million of pretax losses related to tngdsecurities, including a pretax
gain of $3 million resulting from sales and an @hized pretax loss of $5 million related to sedesitheld at March 31, 2008.

In 2007, Sempra Commodities recorded $14 milliopretax gains related to trading securities, inicigd pretax gain of $6 million
resulting from sales, an unrealized pretax gai®8inillion from transfers to trading securitiesrfravailable-for-sale securities due
to changes in their status, and unrealized press df a negligible amount related to securitidd heDecember 31, 2007.

INVENTORIES

The Sempra Utilities value natural gas inventorythmy last-in first-out (LIFO) method. As inventasiare sold, differences between
the LIFO valuation and the estimated replacemest @ reflected in customer rates. Materials apglges at the Sempra Utilities
are generally valued at the lower of average costarket.

At December 31, 2009 and 2008, Sempra Pipelineto€a§e had $5 million and $39 million, respectiveldfnatural gas inventory
recorded at lower of average cost or market, amopBz LNG had $19 million and $17 million, respeetiy of LNG inventory
(categorized as natural gas below) valued by tiséifi first-out method.

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

INCOME TAXES

Income tax expense includes current and deferiamhie taxes from operations during the year. Wercedeferred income taxes for
temporary differences between the book and théaaes of assets and liabilities. Investment tedits from prior years are
amortized to income by the Sempra Utilities over ¢lstimated service lives of the properties asiredloy the CPUC, and represent
regulatory liabilities. At Sempra Global and Parémiestment tax credits and other credits, mdimy-income housing and synthe
fuels tax credits in 2007, are recognized in incasearned.

The Sempra Utilities and Mobile Gas recognize
= regulatory assets to offset deferred tax liab#iiigt is probable that the amounts will be rea@ekfrom

customers; and
= regulatory liabilities to offset deferred tax assiéit is probable that the amounts will be reedrto customers.

We currently do not record deferred income taxesifalistributed earnings of our non-U.S. subsidsri

When there are uncertainties related to potent@me tax benefits, in order to qualify for recdgmi, the position we take has to
have at least a "more likely than not" chance afidpsustained (based on the position’s technicalte)aipon challenge by the
respective authorities. The term "more likely tmart* means a likelihood of more than 50 percenhe®tise, we may not recognize
any of the potential tax benefit associated withbsition. We recognize a benefit for a tax posithat meets the "more likely than
not" criterion at the largest amount of tax bentfét is greater than 50 percent likely of beinglized upon its effective resolution.

Unrecognized tax benefits involve management’sijueigt regarding the likelihood of the benefit besugtained. The final
resolution of uncertain tax positions could reguladjustments to recorded amounts and may affectesults of operations, financ
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We provide additional information about income twxeNote 8. g

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment primarily represémesbuildings, equipment and other facilities ubgdhe Sempra Utilities to
provide natural gas and electric utility servicasd by Sempra Generation, Sempra LNG and Sempedirigip & Storage. It also
reflects projects included in construction worlpiogress at these business units.

Our plant costs include

= labor

= materials and contract services

= expenditures for replacement parts incurred duaimgajor maintenance outage of a generating plant

In addition, the cost of our utility plant includas allowance for funds used during constructioRUUBC). We
discuss AFUDC below. The cost of non-utility plamtludes capitalized interest.

Maintenance costs are expensed as incurred. Ti@tmost retired depreciable utility plant mirezvage value is charged to
accumulated depreciation.

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 $ 1204 $ 1,150 284 % 280 % 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 114 110 141 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.

Depreciation expense is based on the straightatieéhod over the useful lives of the assets ortHferSempra Utilities, a shorter
period prescribed by the CPUC. Depreciation exp&nsemputed using the straight-line method overabset's estimated original
composite useful life or the remaining term of ¢fite leases, whichever is shorter.
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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.

The Sempra Utilities finance their constructionjpots with borrowed funds and equity funds. The CRllows the recovery of the
cost of these funds as part of the cost of constnugrojects by recording AFUDC, which is calceldtusing rates authorized by the
CPUC. The Sempra Utilities recover the AFUDC frdmait customers, plus earn a return on the allowaftee the utility property is
placed in service.

Sempra Global businesses capitalize interest gosisred to finance capital projects. The Semptilitids also capitalize certain
interest costs.

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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We classify assets as held for sale when managespenbves and commits to a formal plan to activefirket an asset for sale and

we expect the sale to close within the next twehamths. Upon classifying an asset as held for saagecord the asset at the lower
of its carrying value or its estimated fair valeeluced for selling costs. We cease to record degpi@t expense on an asset when it
is classified as held for sale.

During 2008, management approved and committeddonaal plan to dispose of certain Sempra Genearaigsets, recorded at
December 31, 2009 and 2008 as follows:

(Dollars in millions)

Gas turbine $ 34

Steam turbine

Emission reduction credits 1
$ 41

We classified these assets as held for sale asadrbber 31, 2009 and 2008. They are included ierCGZhrrent Assets on the
Consolidated Balance Sheets. For the years endeehideer 31, 2009 and 2008, there was no impairnfaheassets held for sale
nor do the assets held for sale generate operatogie. We continue to evaluate the assets inatal portfolio for whether events
or circumstances have occurred that may affectveredility or estimated useful life, and continogpursue disposal of our assets
held for sale.

GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill

Goodwill is the excess of the purchase price dverfair value of the net assets of acquired congzai@oodwill is not amortized but
is tested annually on October 1 for impairment. dampent of goodwill occurs when the carrying amoflodok value) of goodwill
exceeds its implied fair value. If the book valdgyoodwill is greater than the fair value on thstteate, an impairment loss is
recorded.

In connection with the acquisition of EnergySouttOctober 2008, which we discuss in Note 3, SerRjpalines & Storage initially
recorded goodwill of $67 million, which was redudedb62 million by purchase price adjustments i020

Goodwill included in Goodwill and Other IntangibAssets on the Sempra Energy Consolidated BalaneetSFs recorded as
follows:

GOODWILL
(Dollars in millions)
December 31, December 31,
2009 2008
Sempra Pipelines & Storage $ 62 $ 67
Parent and Other 6 6
$ 68 $ 73

We provide additional information concerning gooltivelated to our equity method investments andittgairment of investments
in unconsolidated subsidiaries in Note 4.

Other Intangible Assets

Sempra Pipelines & Storage recorded $460 milliomtfngible assets in connection with the acquisibf EnergySouth. These
intangible assets represent storage and developigbtt related to the Bay Gas and Mississippi Hatural gas storage facilities
and were recorded at estimated fair value as ofi#ie of the acquisition using discounted cashdlawalysis. Our important
assumptions in determining fair value include eated future cash flows, the estimated useful fffthe intangible assets and our
of appropriate discount rates. We are amortiziegehintangible assets over their estimated useés hs shown in the table below.
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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

Amortization expense related to the above intaegisisets was $10 million in 2009, $3 million in @Md a negligible amount in
2007. We estimate the aggregate amortization expfenghe next five years to be $10 million periyea

LONG-LIVED ASSETS

We periodically evaluate whether events or circameés have occurred that may affect the recovéyabilthe estimated useful
lives of long-lived assets, the definition of whicitludes intangible assets subject to amortizatiom does not include
unconsolidated subsidiaries. Impairment of longdiassets occurs when the estimated future undismbaash flows are less than
the carrying amount of the assets. If that compariadicates that the assets' carrying value map@oecoverable, the impairmen
measured based on the difference between the mgraynount and the fair value of the assets. Thatuation is performed at the
lowest level for which separately identifiable cdlstws exist.

In the second quarter of 2009, we recorded a $liB®mpretax write-off related to certain asset®©ae of Sempra Pipelines &
Storage’s Liberty Gas Storage natural gas storagjegis. This amount is recorded as Write-off ohgdived Assets on our
Consolidated Statement of Operations for the yrded December 31, 2009. Sempra Pipelines & Starage 75 percent of the
partnership that is developing the project. Outrpats 25-percent share of the pretax charge is#Bi®n, which is included in
(Earnings) Losses Attributable to Noncontrollingeirests on our Consolidated Statement of Operaf@ribe year ended December
31, 2009. The impact to our net income and to auniags is $97 million and $64 million, respectiyeior the year ended December
31, 2009. In September 2009, the members of thaegrahip unanimously voted to proceed with the dbament of the assets that
were written off.

VARIABLE INTEREST ENTITIES

We consolidate a variable interest entity (VIENE are the primary beneficiary of the VIE’s aciied. Our determination of whether
we are the primary beneficiary is based upon catal# and quantitative analyses, which assess

= the purpose and design of the VIE;
= the nature of the VIE's risks and the risks we diysand

= whether the variable interest holders will absorhaority of the VIE's expected losses or receiveagority of
its expected residual returns (or both).

Otay Mesa VIE

SDG&E has a 10-year agreement to purchase powsr ¢eenerated at the Otay Mesa Energy Center (OMEE)3megawatt (MW
generating facility that began commercial operationOctober 2009. SDG&E supplies all of the ndtges to fuel the power plant
and purchases its electric generation output oling). The agreement provides SDG&E with theiap to purchase the power pl.
at the end of the contract term in 2019, or upatiezdermination of the purchasgmbwer agreement, at a predetermined price st
to adjustments based on performance of the faclfityDG&E does not exercise its option, underaiartircumstances, it may be
required to purchase the power plant at a predatechprice.

The facility owner, Otay Mesa Energy Center LLC (B®ILLC), is a VIE (Otay Mesa VIE), of which SDG&E the primary
beneficiary. SDG&E has no OMEC LLC voting rightsdadoes not operate OMEC.

Based upon our analysis, SDG&E absorbs the majofitisk from Otay Mesa VIE under the combinatidrtte tolling agreement
and the put option. Accordingly, Sempra Energy 8B6&E have consolidated Otay Mesa VIE since theseéguarter of 2007.
The CPUC has approved an additional financial retarSDG&E to compensate it for the effect oniitsuhcial ratios from the
requirement to consolidate Otay Mesa VIE. Otay Mél&s equity of $146 million and $128 million isdluded on the Consolidated
Balance Sheets in Other Noncontrolling InterestsStempra Energy and in Noncontrolling InterestsSDIG&E at December 31,
2009 and 2008, respectively.

OMEC LLC has a loan outstanding of $375 milliorDetcember 31, 2009, the proceeds of which were fegatie construction of
OMEC. The loan is with third party lenders andaswwed by property, plant and equipment. SDG&Boisanparty to the loan
agreement and does not have any additional implicixplicit financial responsibility to Otay Me¥4E. The loan matures in

April 2019 and bears interest at rates varying wwitdirket rates. In addition, OMEC LLC has enterdd interest-rate swap
agreements to moderate its exposure to interesthatnges. We provide additional information conicey the interest-rate swaps in
Note 11.

Orange Grove VIE

SDG&E has a 25-year agreement to purchase powsr generated by Orange Grove Energy L.P. (Orangeegprat its 94-MW
generating facility located in San Diego Countyliféenia. The facility is currently under constrian, and we expect itto t
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is the primary beneficiary. During the third quareé 2009, all of the conditions precedent in thieghased-powePageciieat 1ok
satisfied, therefore, effective on September 3092&Gempra Energy and SDG&E have consolidated @rérgve VIE.

Orange Grove has credit facilities that provideddotal of $100 million for construction of thergeating facility. These credit
agreements are with a third party lender and arersd by Orange Grove's assets. SDG&E is not & pathe credit agreements and
does not have any additional implicit or expligitencial responsibility to Orange Grove. When Omf@gove completes constructi
of the generating facility, or on June 30, 2016dhfstruction is not completed by that date, thditfacilities will convert to a term
loan that matures in June 2035. Borrowings undectkdit facilities bear interest at rates varyirith market rates. At December {
2009, Orange Grove had $87 million of outstandiagdwings under the credit facilities and $3 mifliof letters of credit supported
by the facilities. In addition, Orange Grove hashart-term loan outstanding of $33 million.
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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
$ 672 $ 506

Total assets 1

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 (23) - -
Operation and maintenance 7 - -
Depreciation and amortization 7 - -
Total operating expenses 1 - -
Operating income 2 - -
Other income (expense), net 26 (54) a7
Net income/Income before income taxes 24 (54) a7)
(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.

Other contracts under which SDG&E acquires powamnfgeneration facilities otherwise unrelated to 8IEXould also resultin a
requirement for SDG&E to consolidate the entitytthvans the facility. In accordance with the curr&@RAP provisions governing
variable interest entities, SDG&E continues thecpss of determining if it has any such situatiomd, & so, gathering the
information that would be needed to perform thesodidation. However, such information has not beme available to us and an
evaluation of variable interests has not been ceteglfor these entities that are grandfatherecupmtgo current GAAP guidance.
The effects of any required consolidation are xpieeted to significantly affect the financial pasit, results of operations or
liquidity of SDG&E.

ASSET RETIREMENT OBLIGATIONS

For tangible long-lived assets, we record asseersént obligations for the present value of lisigis of future costs expected to be
incurred when assets are retired from servicégfretirement process is legally required andréasonable estimate of fair value can
be made. We record the estimated retirement casttbe life of the related asset by depreciatirgptesent value of the obligation
(measured at the time of the asset's acquisitiod)eacreting the discount until the liability istted. Rate-regulated entities record
regulatory assets or liabilities as a result oftthméng difference between the recognition of castaccordance with GAAP and costs
recovered through the rate-making process. We reo@ded a regulatory liability to show that therfpea Utilities have collected
funds from customers more quickly and for largepants than we would accrete the retirement liagbéind depreciate the asset in
accordance with GAAP.

We have recorded asset retirement obligationsekat various assets including:
SDG&E and SoCalGa
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= 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 andswell

Sempra Global

= certain power generation plants (natural gas atat)so
= natural gas distribution and transportation systems
= LNG receipt terminal

The changes in asset retirement obligations afellasvs:

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) (12) 3) (20) 2) Q)
Revisions to estimated cash flows 49 (57) 1 (41) 48 a7)
Acquisition of EnergySouth (see Note 3) - 6 - - - -
Balance as of December 31(1) $ 1,313 $ 1177 $ 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 waronditions, situations or circumstances invauimcertain outcomes. For loss
contingencies, we accrue the loss if an event hagred on or before the balance sheet date and:

= Information available through the date we file éinancial statements indicates it is probable ¢hhktss has been
incurred, given the likelihood of uncertain futweents, and

= the amounts of the loss can be reasonably estimated

We do not accrue contingencies that might resujiims. We continuously assess contingenciestfgation claims, environmental
remediation and other even

LEGAL FEES

Legal fees that are associated with a past eventlch a liability has been recorded are accrubdmit is probable that fees also
will be incurred.

COMPREHENSIVE INCOME
Comprehensive income includes all changes in thiéyegf a business enterprise (except those reguftom investments by owners
and distributions to owners), including:
= foreign-currency translation adjustments
= amortization of net actuarial gain or loss and psiervice cost related to pension and other pastneént benefits
plans
= unrealized gains or losses on available-for-sateriées
= certain hedging activities

The Statements of Consolidated Comprehensive In@meChanges in Equity show the changes in the coemnis of other
comprehensive income (OCI), including the amoutttibatable to noncontrolling interests. The comguois of Accumulated Other
Comprehensive Income (Loss) (AOCI), shown net obime taxes on the Consolidated Balance Sheetshandlated income tax
balance at December 31, 2009 and 2008 are as fllow

ACCUMULATED OTHER COMPRENSIVE INCOME (LOSS) AND
ASSOCIATED INCOME TAX EXPENSE (BENEFIT)
(Dollars in millions)
Accumulated Other

Comprehensive Income Tax
Income (Loss) Expense (Benefit)
2009 2008 2009 2008

Sempra Energy Consolidated
Foreign currency translation loss $ (276) $ (378) $ - 3 -
Financial instruments 2) (40) 3) (25)
Unrealized gains on available-for-sale securities 9 2 3 1
Unamortized net actuarial loss (202) (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 $ (100 $ 13) $ 6) $ (8)
SoCalGas
Unamortized net actuarial loss $ 5) $ 5) $ 4 3 4)
Unamortized prior service credit 1 1 1 1
Financial instruments (21) (24) (14) (16)
Balance as of December 31 $ 25) $ 28) $ a7 $ (129)
REVENUES

Sempra Utilities

The Sempra Utilities generate revenues primardynfideliveries to their customers of electricity ®9G&E and natural gas by both
SoCalGas and SDG&E, and from related services. Teéeyrd these revenues under the accrual methoteangnize them upon
delivery and performance. They also record revdérara CPUC-approved incentive awards, some of whiciuire approval by the
CPUC prior to being recognized. We provide addaiatiscussion on utility incentive mechanisms intdNb6.

Under an operating agreement with the Californipd@gnent of Water Resources (DWR), SDG&E acts lasited agent on behalf
of the DWR in the administration of energy contsaaicluding natural gas procurement functions utlide DWR contracts allocatt
to SDG&E's customers. The legal and financial resflities associated with these activities coméirto reside with the DWF
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restructuring related to the DWR in Note 15.

On a monthly basis, SoCalGas accrues natural geegst contract revenues, which consist of stonagervation, and variable
charges based on negotiated agreements with téragsto 15 years.

The table below shows the total revenues from #ma8a Utilities in Sempra Energy's ConsolidatedeBtents of Operations, net of
sales taxes, for each of the last three yearsrdtenues include amounts for services renderedrhitied (approximately one-half
month's deliveries) at the end of each year.

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 $ 5419 $ 4,869
Electric revenues 2,419 2,553 2,184
Total $ 6,220 $ 7972 % 7,053

(1) Excludes intercompany revenues.

As we discuss in Note 16, beginning April 1, 200 SDG&E and SoCalGas core natural gas supplygtiod were combined and
are managed by SoCalGas. Effective as of that 8at8alGas procures natural gas for SDG&E’s coréoousrs. Core customers are
primarily residential and small commercial and igstlial customers. This core gas procurement fundda@onsidered a shared
service, therefore amounts related to SDG&E arenmubtided in SoCalGas' income statement.

We provide additional information concerning ugilievenue recognition in "Regulatory Matters" ahove

Sempra Globa
Sempra Commodities

As we discuss in Notes 3 and 4, on April 1, 2008,@mmmodities-marketing businesses, previouslyllylmvned subsidiaries of
Sempra Energy, were sold into RBS Sempra Commeddi@artnership jointly owned by Sempra Energy Hmel Royal Bank of
Scotland. Therefore, beginning April 1, 2008, weamt for our earnings in the partnership underetipgity method. RBS Sempra
Commodities generates most of its revenues frodirtggand marketing activities in natural gas, eleity, petroleum, petroleum
products, base metals and other commodities. RBf&eCommodities quotes bid and ask prices to eetsiand other market
makers. It also earns trading profits as a dealettucturing and executing transactions. Princig@isaction revenues are recogn
on a trade-date basis and include realized gaitisomses and the net change in unrealized gaintasels.

RBS Sempra Commodities uses derivative instrum@tiich we discuss further in Note 11) to reducesitposure to unfavorable
changes in market prices. Non-derivative contrastsaccounted for on an accrual basis and theecefabfit or loss is recognized as
the contracts are settled.

Sempra Generation

Sempra Generation generates revenues primarily $adlimg electricity to governmental and wholegadever marketing entities.
These revenues are recognized as the electriditglisered. In each of 2009, 2008 and 2007, Ser@greeration's electricity sales to
the DWR accounted for a significant portion ofrésenues. Sempra Generation’s revenues also inokidealized gains and losses
and the net change in the fair value of unrealgzids and losses on derivative contracts for p@mernatural gas.

Sempra Pipelines & Storage

Sempra Pipelines & Storage has consolidated formidpsidiaries in Mexico. The pipeline operation#liexico recognize revenues
on the sale and transportation of natural gas kagedes are made. The natural gas distributiohtyin Mexico applies GAAP for
regulated utilities, as we discuss above. SempgraliRes & Storage's natural gas storage and tratadjpm operations recognize
revenues when they provide services in accordaitbecantractual agreements for the storage andgp@mation services. Sempra
Pipelines & Storage’s revenues also include ndizexhgains and losses and the net change in thedlae of unrealized gains and
losses on derivative contracts for natural gas.
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Sempra LNG recognizes revenues on the sale ofalafas as deliveries are made and as injectioticesrare performed, and from

reservation fees under terminal capacity agreem8&etsipra LNG'’s revenues also include net realizédsgand losses and the net
change in the fair value of unrealized gains asdéds on derivative contracts for natural gas.

OTHER COST OF SALES

Other Cost of Sales primarily includes the trangg@n and storage costs incurred at Sempra Contiesdgirior to April 1, 2008 and
pipeline transportation and natural gas marketogjscincurred at Sempra LNG.

OPERATION AND MAINTENANCE EXPENSES

Operation and Maintenance includes operating ardter@nce costs, and general and administrativis,celich consist primarily
of personnel costs, purchased materials and senacel rent.

FOREIGN CURRENCY TRANSLATION

Our foreign operations generally use their locatency as their functional currency. The assetsliabdities of our foreign
operations are translated into U.S. dollars atesurexchange rates at the end of the reportinggeaind revenues and expenses are
translated at average exchange rates for the Yeamesulting noncash translation adjustments denier into the calculation of
earnings or retained earnings (unless the operatibeing discontinued), but are reflected in Caghpnsive Income and in
Accumulated Other Comprehensive Income (Loss) napoment of shareholders' equity.

To reflect the fluctuations in the values of func@l currencies of Sempra Pipelines & Storage’stS8merican investments
accounted for under the equity method, the follgnadjustments were made to the carrying valueeddtinvestments (dollars in
millions):

Upward (downward)
adjustment to investments

Investment Currency 2009 2008 2007

Chile Chilean Peso $ 85 $ (101 % 29
Peru Peruvian Nuevo Sol 13 @) 8
Argentina Argentine Peso - (8) )

Smaller adjustments have been made to other opesatihere the U.S. dollar is not the functionatency. We provide additional
information concerning these investments in Note 4.

Currency transaction gains and losses in a curreti@r than the entity's functional currency aduded in the calculation of
consolidated earnings at Sempra Energy as follows:

Years ended December 31,
(Dollars in millions) 2009 2008 2007
Currency transaction gain (loss) $ 3% 2% -
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TRANSACTIONS WITH AFFILIATES

Loans to Unconsolidated Affiliate

In December 2001, Sempra Pipelines & Storage issued).S. dollar-denominated loans to affiliate35$nillion to Camuzzi Gas
Pampeana S.A. and $22 million to Camuzzi Gas deBSA. These companies are affiliates of SemprelPips & Storage’s
Argentine investments discussed in Note 4. In 20@6, Sempra Pipelines & Storage collected thetandéng balance from
Camuzzi Gas Pampeana S.A. The loan to Camuzzi 8&ud S.A. has a $27 million balance outstandira\ariable interest rate
(7.25 percent at December 31, 2009). The loanllis feiserved at December 31, 2009.

Loans from Unconsolidated Affiliates

At December 31, 2008, Sempra Pipelines & Storageahtt100 million note payable due in 2011 to ChiltpEnergia Finance Co.
LLC, an unconsolidated affiliate, which was paiduli in November 2009.

Investments
Sempra Pipelines & Storage has an investment id$b@msued by Chilquinta Energia S.A. that we diséadNote 4.

Other Affiliate Transactions

Sempra Energy, SDG&E and SoCalGas provide ceraairices to each other and are charged an allosable of the cost of such
services. Amounts due to/from affiliates are abfos:



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 %

Income taxes due to (from) Sempra Energy(1) u
Noncurrent:

Promissory note due from Sempra Energy, variable rate based on short-term 28 4
commercial paper rates (0.13% at December 31, 2009) EEEEEEEEEEEE——
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) u
Noncurrent:

Promissory note due from Sempra Energy, variable rate based on short-term
commercial paper rates (0.13% at December 31, 2009) W
SoCalGas
Current:

Due from Sempra Energy *

Due to Sempra Energy $ -$ 15

Due to SDG&E 3 8

$ 3 23
]
Income taxes due to (from) Sempra Energy(1) $ 2% 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 Sartlilities are as follows:

REVENUES FROM UNCONSOLIDATED AFFILIATES AT THE SEMP RA UTILITIES
(Dollars in millions)
Years ended December 31,
2009 2008 2007
SDG&E $ 8% 1% 13
SoCalGas 43 36 68

Transactions with RBS Sempra Commodities

Several of our business units engage in transactioihn RBS Sempra Commaodities. Amounts in our Cdated Financial
Statements related to these transactions arelaw/$o
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AMOUNTS RECORDED FOR TRANSACTIONS WITH RBS SEMPRA C OMMODITIES
(Dollars in millions)
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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

$ 87 $ 76

Total revenues

Cost of natural gas:

Sempra LNG $ 61
Sempra Pipelines & Storage 25
SoCalGas 19
SDG&E 4
Sempra Generation 1

Total cost of natural gas $ 110

$ -
34
22
$ 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
$ 29 $ 38

Total

Due from unconsolidated affiliates:

Sempra Commodities $ 1
Sempra Generation 22
Sempra LNG 15
Parent and other 3

Total $ 41

AN -

$

(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.

Revenues and Expenses with Unconsolidated Affilg

For the quarter ended March 31, 2008 and for theéar 2007, Sempra Commodities recorded $55 onilind $303 million,

respectively, of sales to unconsolidated affiliates
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DIVIDENDS AND LOANS AT THE SEMPRA UTILITIES
The CPUC's regulation of the Sempra Utilities' tastructures limits the amounts that are avadldbi dividends and loans to
Sempra Energy. At December 31, 2009, Sempra Ersngig have received combined loans and dividen@ppfoximately $140
million from SoCalGas and $75 million from SDG&E.

OTHER INCOME (EXPENSE), NET
Other Income (Expense), Net on the Consolidatett®ients 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% 3B 22
Regulatory interest income (expense), net 4 9) (23)
Investment gains (losses)(2) 55 (53) 27
Gain (loss) on interest rate swaps, Otay Mesa VIE 27 (54) a7
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) @)
Gain (loss) on interest rate swaps, Otay Mesa VIE 27 (54) a7
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 Q) 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 hadehmay have a significant effect on our finahsfatements. We do not
discuss recent pronouncements that are not artédpga have an impact on or are unrelated to manftial condition, results of
operations, or disclosures.

SEMPRA ENERGY, SDG&E, PE AND SOCALGAS

Statement of Financial Accounting Standards (SFARp. 168, "TheFASB Accounting Standards Codification™ and the
Hierarchy of Generally Accepted Accounting Princge—a replacement of FASB Statement No. 162" (SFAS )168he Financial
Accounting Standards Board (FASBgcounting Standards CodificatigASC or the Codification) became the official sauof

GAAP on July 1, 2009. For convenience, we have igexi/the prior GAAP source references in additmthe Codification

reference throughout these financial statementd@otdotes. In addition, the Codification changleed teferencing system used to
identify new accounting guidance. As a resultrefer to an accounting update issued after JUROQ9 as an Accounting Standards
Update (ASU). We refer to new pronouncements issggare July 1, 2009 by their original tit
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= transfers into and out of Levels 1 and 2
= segregation of classes of assets and liabilitiessomed at fair value
= valuation techniques and inputs used for Level®lagvel 3 instruments

= detailed activity for Level 3 instruments, includiseparate presentation of purchases, sales, tsjand
settlements

ASU 2010-06 applies to us beginning with the figsarter of 2010, and we will provide the additiodeiclosure in our 2010 interim
financial statements.

ASU 200¢17, "Improvements to Financial Reporting by Enteriges Involved with Variable Interest Entities" (A$ 2009-17):
ASU 2009-17 (SFAS 167) amends FASB Interpretation 46(R),Consolidation of Variable Interest Entities — ateirpretation of
ARB No. 5](FIN 46(R)), which provides consolidation guidametated to variable interest entities.

ASU 2009-17 requires

= a qualitative approach for identifying the primdgneficiary of a variable interest entity basedlpthe power to
direct activities that most significantly impacethconomic performance of the entity, and 2) tHegation to
absorb losses or right to receive benefits thaldcba significant to the entity;

= ongoing reassessments of whether an enterpribe @rimary beneficiary of a variable interest gntind

= separate disclosure by the primary beneficiaryhaface of the balance sheet to identify 1) aghatscan only
be used to settle obligations of the variable ggeentity, and 2) liabilities for which creditate not have
recourse to the primary beneficiary.

ASU 2009-17 applies to us beginning with the figsarter of 2010. We are evaluating the impacto&doption on our financial
position, but we do not expect it to have a makefi@ct on earnings.

ASU 20012, “Investments in Certain Entities That CalculatNet Asset Value per Share (or Its Equivalent)”$8 2009-12):
ASU 2009-12 provides guidance on how to measuréaihealue of investments in entities that caltelaet asset value per share
(NAV), such as hedge funds, private equity funasiture capital funds and funds of funds. If theestments are measured at fair
value at the entity’s measurement date, investersidowed to use NAV to estimate the fair valuéesn fair value is readily
determinable or it is probable the investment iélsold at something other than NAV. If not caltedbas of the reporting entity's
measurement date, the NAV must be adjusted foifgignt market events occurring since the investgeulated the NAV. We
adopted ASU 2009-12 on October 1, 2009, and indidaffect our financial position or results of agions. We provide additional
disclosure in Note 9.

ASU 200405, “Measuring Liabilities at Fair Value” (ASU 200-05): ASU 2009-05 addresses practical difficulties thigeawhen
calculating the fair value of a liability, or theige at which the liability may be transferred tmarket participant. Generally, a quc
price for an identical liability is not availabletause few liabilities are transferred to anotlaetyp

In the absence of a quoted price in an active midokean identical liability, ASU 2009-05 allowseHollowing valuation techniques:
= a quoted price of an identical or similar liabilitaded as an asset
= a valuation technique consistent with ASC 828ir Value Measurements and Disclosures

We adopted ASU 2009-05 on October 1, 2009, anil ihdt affect our financial position or resultsagerations.

SFAS 165, "Subsequent Events" (SFAS 165), as amahbtg ASU 201-09, "Amendments to Certain Recognition and Disclos
Requirements" (ASU 201-09): SFAS 165 (ASC 855), as amended by ASU 2010-09,nexjmanagement to evaluate events that
occur after the balance sheet date through thetidatehe financial statements are issued. Theagiel is similar to current audit
guidance and does not change the way we assesxjsiens events. SFAS 165 required that companiedesthe date through
which they evaluated subsequent events. ASU 201@i@®ved this requirement for companies that milesfihancial statements
with the U.S. Securities and Exchange Commission.

We provide the required disclosure in Note 1.

SFAS 160, "Noncontrolling Interests in Consolidatefinancial Statement— an amendment of ARB No. 51" (SFAS 16(BFAS
160 (ASC 810) amends Accounting Research Bull&RE) No. 51,Consolidated Financial Statement® establish accounting a
reporting standards for ownership interests in iglidases held by parties other than the parent.

SFAS 160 provides guidance on the following:
= how to report noncontrolling interests in a sulaigdiin consolidated financial statements;
= the amount of consolidated net income attributablihe parent and to the noncontrolling interest a

= changes in a parent’s ownership interest and thmtian of retained noncontrolling equity investrteewhen a
subsidiary is deconsolidated.

We adopted SFAS 160 on January 1, 2009, and tlsemtiaion and disclosure requirements must beeppditrospectively.
Accordingly, Sempra Energy’s, SDG&E’s and PE's @tidated Financial Statements at December 31, 20@8for the years ended
December 31, 2008 and 2007 have been reclassifieochform to the new presentation. The adoptio8fAS 160 had no effect on
SoCalGas’ financial statements. The pronouncenisatraquires disclosures that clearly identify diglinguish between the interest
of the parent and the interests of the noncontrgpltiwners. We provide the required disclosure erStatements of Consolidated
Comprehensive Income and Changes in Equity for $&fBpergy, SDG&E and PE and in Note 1.

In connection with the adoption of SFAS 160, weleated the requirements of ASC 4&8stinguishing Liabilities from Equity
(ASC 480) (EITF Topic D-98) with respect to the geatation of preferred securities, and determihatidertain preferred securities
at SDG&E that had been presented within the shédelsd equity section of the balance sheet shoaltktbeen presented separate
from and outside of shareholders’ equity in a mamoeasistent with temporary equity defined in ASED410-S99-3A. Although
SDG&E believes that the effects are not materigheopreviously issued balance sheets, SDG&E hasated the classification
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SFAS 161, "Disclosures about Derivative Instrumerdgad Hedging Activitie— an amendment of FASB Statement No.
133" (SFAS 161):SFAS 161 (ASC 815) expands the disclosure requinésrie SFAS 133Accounting for Derivative Instruments
and Hedging Activities (SFAS 133)

SFAS 161 requires disclosures about the following:
= gualitative objectives and strategies for usingwadgives;

= guantitative disclosures of fair value amounts, gaiths and losses on derivative instruments aradeehedged
items; and

= credit-risk-related contingent features in derivatagreements.

We adopted SFAS 161 prospectively on January 19.20@& provide the required disclosure in Note 11.

FASB Staff Position (FSP) FAS 157-4, "Determining &r Value When the Volume and Level of Activity fohe Asset or Liability
Have Significantly Decreased and ldentifying Transi@ons That are Not Orderly" (FSP FAS 154): FSP FAS 157-4 (ASC 820)
concerns the determination of fair values for asaatl liabilities when there is no active markewbere the prices used might
represent distressed sales. Specifically, it neaffithe need to use judgment to ascertain if addsmactive market has become
inactive and in determining fair values when maskeive become inactive. The FSP also outlinesrattde used to determine
whether there has been a significant decreaseindlume and level of activity for the assets aablilities when compared with
normal market activity. We adopted FSP FAS 157-April 1, 2009, and it did not affect our financsition or results of
operations.

FSP FAS 115-2 and FAS 124-2, "Recognition and Presation of Other-Than-Temporary Impairments” (FSP &S 115-2 and
FAS 124-2): FSP FAS 115-2 and FAS 124-2 (ASC 320) establishemwv model for determining and recording othentteanporan
impairment for debt securities. The pronouncemésd eequires disclosure about the fair value oéstments for interim periods.
Prior to the issuance of this FSP, this disclosuae required only for annual periods. We adopteld FAS 115-2 and FAS 124-2 on
April 1, 2009, and it did not affect our financg@bsition or results of operations. We providerguired disclosure in Note 12.

FSP FAS 132(R)-1, "Employers’ Disclosures about Rairement Benefit Plan Assets" (FSP FAS 132(R):1FSP FAS 132(R)-1
(ASC 715) requires annual disclosure about theteibsid in postretirement benefit plans, includinigreakdown by the level of the
assets and a reconciliation of any change in L&\adsets during the year. It requires disclosuvesitathe following:

= valuation inputs, with detailed disclosure requisdut 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 Deeerdb, 2009. We provide the required disclosursdate 9.

SEMPRA ENERGY

FSP EITF 03-6-1, "Determining Whether Instruments fanted in Share-Based Payment Transactions Are Rapating
Securities" (FSP EITF 0:-6-1): FSP EITF 03-6-1 (ASC 260) states that unvestecesbased payment awards that contain
nonforfeitable rights to dividends or dividend eguénts (whether paid or unpaid) are participatiegurities. As such, they are
required to be included when computing earningsspare (EPS) under the two-class method descnib8&AS 128Earnings per
Share(ASC 260). All prior-period EPS data are to be athd retrospectively to conform with the provisiafishis FSP. We adopted
FSP EITF 03-6-1 on January 1, 2009, and it didhaoe a material effect on our EPS.

EITF Issue No. 0¢6, "Equity Method Investment Accounting Considefahs" (EITF 08-6): EITF 08-6 (ASC 323) clarifies
accounting and impairment considerations invoheqgity method investments. We adopted EITF6A8: January 1, 2009, and it
not have a material effect on our financial positaw results of operations.
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Enhancement" (EITF 0&-5): EITF 08-5 (ASC 820) provides that an issuer ogaility with a third-party credit en#gmeshehy fiedt
inseparable from the liability may not include #féect of the credit enhancement in the fair vaheasurement of the liability. We
adopted EITF 08-5 on January 1, 2009, and it didaffect our financial position or results of operas.

NOTE 3. RECENT INVESTMENT ACTIVITY

SEMPRA COMMODITIES

On April 1, 2008, Sempra Energy and The Royal BainRcotland (RBS) completed the formation of RB&fm Commaodities, a
partnership to own and operate the commaodities-atiands businesses previously operated through whliged subsidiaries of
Sempra Energy. Our initial equity contributiorthe partnership was $1.6 billion. RBS made anahéquity contribution of $1.665
billion and is committed to provide any additiofiahding required for the ongoing operations of plagtnership’s businesses. As a
result of the transaction, we received approxinye$dl.2 billion in cash, net of our contribution andluding cash withdrawn from
the businesses in anticipation of the transactMe recorded an after-tax gain of $67 million oa thansaction.

We provide additional information about this tractgan in Notes 4 and 6.

On February 16, 2010, Sempra Energy, RBS and thiegrahip entered into an agreement to sell celfaginesses within the
partnership. We discuss this transaction andeglagreements affecting the partnership in Note 20.

SEMPRA GENERATION
We provide information about investment activitySempra Generation in Note 4.

SEMPRA PIPELINES & STORAGE

In October 2008, Sempra Pipelines & Storage acdutreergySouth, an energy services holding compasgdin Mobile, Alabama
for $511 million in cash and the assumption of debtincipal holdings of EnergySouth include En&gyth Midstream and Mobile
Gas. As a natural gas distribution utility, MobB@as serves approximately 93,000 customers in sasthilabama. In December
2008, EnergySouth Midstream changed its name tep&eMidstream.

Sempra Midstream is the general partner and 9lepemwvner of Bay Gas Storage Company (Bay Gaspamed 60 percent of
Mississippi Hub, LLC (Mississippi Hub) through Dealeer 31, 2008. On January 16, 2009, Sempra Midstppachased the
remaining 40-percent ownership interest of MispigsHub for $94 million in cash.
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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 w
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 aresult of the acquisition, we recorded $67 million of goodwill, none of which is deductible for tax purposes.

The results of operations and changes in cash flomBnergySouth are included in our Consolidatete3nents of Operations and
Statements of Consolidated Cash Flows from Octtb2008.

We provide further information regarding the otheangible assets acquired in Note 1.
We discuss Sempra Pipelines & Storage’s investineRockies Express Pipeline LLC (Rockies Expres)ote 4.

NOTE 4. INVESTMENTS IN UNCONSOLIDATED ENTITIES

We account for investments under the equity methloein we have an ownership interest of 20 to 50querdn these cases, our pro
rata shares of the subsidiaries’ net assets altgdiedt in Other Investments and in Investment in F@&pra Commodities LLP on
the Consolidated Balance Sheets. These investraemtdjusted for our share of each investee’s mgsror losses, dividends, and
other comprehensive income or loss.

Equity in earnings of unconsolidated subsidiaries ts recorded before income tax is reported initgdearnings (Losses) — RBS
Sempra Commodities LLP and in Equity Earnings (es$s- Other on the Consolidated Statements of Gipesa Equity earnings
recorded net of income tax recorded by the subigidiee reported in Equity Earnings (Losses), Ndhobme Tax, on the
Consolidated Statements of Operations.

The carrying value of unconsolidated subsidiagesvialuated for impairment under the GAAP provisior equity method
investments. We account for certain investmentsinsing partnerships made before May 19, 1995 uhdecost method, whereby
the costs were amortized over ten years basedeoexiiected residual value.

We summarize our investment balances and earniglgs/b

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 w

Other equity method investments:
Sempra Pipelines & Storage:



Chilquinta Energia S.A.
Luz del Sur S.A.
Rockies Express
Sempra Generation:
Elk Hills Power
Fowler Ridge Il Wind Farm
Housing partnerships
Total other equity method investments
Cost method investments - housing partnerships
Other(1)
Total

$ 373 % 364
206 183

850 249

198 198

236 -

21 30

1,884 1,024

12 13

255 129

$ 2,151 $ 1,166

1) Other includes Sempra Pipelines & Storage’s investments in bonds, which include $51 million in bonds issued
by Chilquinta Energia 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 %
Elk Hills Power $ 3 % 8 % 9
Fowler Ridge Il Wind Farm 1 - -
Housing partnerships (12) 14) (14)
Rockies Express 50 43 4)

$ 36 % 37 % 9)

Earnings recorded net of tax:
Chilquinta Energia S.A.
Luz del Sur S.A.
Sodigas Pampeana and Sodigas Sur
Sempra Commodities:
Gain on sale of investments
Earnings from operations

$ 23 3 28 % 28
38 31 27

7 1 4

- - 30

- 3 10

$ 68 $ 63 $ 99
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The undistributed earnings of equity method investts were $692 million and $604 million at Decem®®r2009 and December

31, 2008, respectively.

Equity method goodwill of $252 million related tardnvestment in RBS Sempra Commodities is incluidddvestment in RBS
Sempra Commodities LLP on the Sempra Energy Cateteldl Balance Sheets. Equity method goodwill rdledeour unconsolidate
subsidiaries located in South America is include®ther Investments on the Sempra Energy Consetiddalance Sheets. These
amounts, before foreign-currency translation adpestts, were $254 million at both December 31, 2899 2008. Including foreign-
currency translation adjustments, these amounts wer

= $253 million at December 31, 2009
= $213 million at December 31, 2008





