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SEMPRA COMMODITIES

RBS Sempra Commaodities is a United Kingdom limiiedility partnership formed to own and operate toenmodities-marketing
businesses previously operated through wholly ovgudasidiaries of Sempra Energy, as we discuss ie BloNe account for our
investment in RBS Sempra Commodities under thetequéthod. Our share of partnership earningspented in the Sempra
Commodities segment. Subject to certain limitedeptions, partnership pretax income is allocatedh gaar as follows:

= First, we receive a preferred 15-percent returnwmnadjusted equity capital.

= Next, RBS receives a preferred 15-percent returargncapital in excess of capital attributable 4dhat is
required by the U.K. Financial Services Authoritytte maintained by RBS in respect of the operatidribe
partnership.

= Next, we receive 70 percent of the next $500 mmiliio pretax income; RBS receives the remaining &@ent.

= Then, we receive 30 percent and RBS receives #&peof any remaining pretax income.

= Any losses of the partnership are shared equatlydsn us and RBS.

We had pretax equity earnings from RBS Sempra Codities of $463 million for the year ended DecemBgr 2009, and $383
million for the nine months ended December 31, 200 partnership income that is distributablegsmn an annual basis is
computed on the partnership's basis of accounlimernational Financial Reporting Standards (IFRS)adopted by the European
Union. This distributable income, on an IFRS basiss $300 million for the year ended December 8092 and $389 million for th
nine months ended December 31, 2008. In 2009 a@8, 2¢e received cash distributions from the pastnigrof $407 million and
$85 million, respectively.

We have indemnified the partnership for certaigdition and tax liabilities related to the busiresspurchased by the partnership.
recorded these obligations at a fair value of $fianion April 1, 2008, the date we formed the parship. This liability is being
amortized over its expected life.

On February 16, 2010, Sempra Energy, RBS and thiegrahip entered into an agreement to sell celtaginesses within the
partnership. We discuss this transaction and rkkageeements, including expected changes in easingring, affecting the
partnership in Note 20.

We provide information regarding the Sempra Commieslsegment in Note 18.
The following tables show summarized financial mfation for RBS Sempra Commaodities (on a GAAP hasis

RBS SEMPRA COMMODITIES SUMMARIZED FINANCIAL INFORMA TION
(Dollars in millions)

Year ended Nine months
December 31, ended December
2009 31, 2008
Gross revenues and fee income $ 2,179 $ 2,051
Gross profit 1,461 1,370
Income from continuing operations 639 592
Partnership net income 639 592

December 31,

2009 2008
Current assets $ 7272 $ 8,713
Noncurrent assets 521 516
Current liabilities 4,074 5,581

Investments in Other Unconsolidated Subsidiari

In February 2007, Sempra Commodities sold its @gisrin an equity method investment, along witelated cost-basis investment,
receiving cash and a 12.7-percent interest in dynfasmed entity. The after-tax gain on this tractsan, recorded in Equity Earnings
(Losses), Net of Income Tax, on the Consolidatede®tents of Operations, was $30 million.
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Sempra Commodities recorded purchases of avaifablsale securities of $1 million in the first gterof 2008 and $12 million in
the year 2007. Sempra Commodities had no salegadfhle-for-sale securities in 2008 prior to themfiation of the joint venture.
Sempra Commodities sold $20 million of available-dale securities in 2007, yielding proceeds of 884ion. The cost basis of the
sales was determined by the specific identificatr@thod and pretax gains of $34 million were realias a result of the sales in
2007. There was no impairment of available-for-saeurities in 2008.

In June 2009, we reclassified into earnings a $iliamiloss associated with available-for-sale s@éms held by RBS Sempra
Commodities.

SEMPRA GENERATION

The 550-MW EIlk Hills Power (Elk Hills) plant locatenear Bakersfield, California began commercialrappens in July 2003. Elk
Hills is 50-percent owned by Sempra Generation.

During 2009, Sempra Generation invested $235 milldbecome an equal partner with BP Wind Energyhally owned subsidiary
of BP p.l.c., in the development of the 200-MW FemRidge Il Wind Farm (Fowler Ridge II) project méadianapolis, Indiana. The
project became operational in December 2009. Toggruses 133 wind turbines, each with the abiiitgenerate 1.5 MW. The
project's entire power output has been sold urmlarlbng-term contracts, each for 50 MW and 20-yeans. Our investment in
Fowler Ridge Il is accounted for as an equity mdtimvestment.

SEMPRA PIPELINES & STORAGE

Sempra Pipelines & Storage owns a 25-percent isttardRockies Express, a partnership that opeeatedtural gas pipeline, the
Rockies Express Pipeline (REX), that links prodgaineas in the Rocky Mountain region to the upp&ivWést and the eastern
United States. Kinder Morgan Energy Partners, (KRIP) and ConocoPhillips (Conoco) own the remainimgrests of 50 percent
and 25 percent, respectively. We made investmarfRockies Express of $625 million in 2009, $150liol in 2008 and $100
million in 2007. We provide additional informatiagm Note 6.

Sempra Pipelines & Storage owns a 50-percent isitareChilquinta Energia S.A., a Chilean electtitity, and a 38-percent interest
in Luz del Sur S.A., a Peruvian electric utilitp. November 2009, Sempra Pipelines & Storage puech@50 million of 2.75-percent
bonds issued by Chilquinta Energia S.A. that armnenated in Chilean Unidades de Fomento. The @hilénidad de Fomento is a
unit of account used in Chile that is adjustediffiation, and its value is quoted in Chilean PeSd® bonds mature on October 30,
2014. The carrying value of the bonds after theafbf foreign currency translation was $51 millatrDecember 31, 2009.

Sempra Pipelines & Storage also owns 43 percemt@fArgentine natural gas utility holding companigsdigas Pampeana and
Sodigas Sur. As a result of the devaluation ofAlgentine peso at the end of 2001 and subsequangels in the value of the peso,
Sempra Pipelines & Storage has reduced the carmghug of its investment by a cumulative total @78 million as of December 3
2009. These noncash adjustments, based on flumtsdti the value of the Argentine peso, did nactfearnings, but were recorded
in Comprehensive Income and Accumulated Other Cehgarsive Income (Loss).

The Argentine economic decline and government mesg® (including Argentina’s unilateral, retroactalgogation of utility
agreements early in 2002) continue to adversebcathe operations of these Argentine utilities2002, Sempra Pipelines & Stor:
initiated arbitration proceedings at the Interna@iloCenter for the Settlement of Investment Dispt€SID) under the 1994 Bilate!
Investment Treaty between the United States anémtnga for recovery of the diminution of the vahfets investments that has
resulted from Argentine governmental actions. Ipt8mber 2007, the tribunal officially closed theigation proceedings and
awarded us compensation of $172 million, whichudels interest up to the award date. In January,28@@ntina filed an action at
the ICSID seeking to annul the award. The Annuln@minmittee lifted the stay of enforcement so thatmay now attach and sell
any non-sovereign assets of the Argentine goveraniéie annulment hearing was held in early Septer20@9 and we anticipate a
decision by the second quarter of 2010. We willneabgnize the award until collectibility is assiire

In December 2006, we decided to sell our Argentiestments, and we continue to actively pursuig tade. We adjusted our
investments to estimated fair value and recordedrneash impairment charge to 2006 earnings of $2fibn.
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SODIGAS PAMPEANA AND SODIGAS SUR — SUMMARIZED FINAN CIAL
INFORMATION
(Dollars in millions)

Years ended December 31,

2009 2008 2007
Gross revenues $ 241 $ 232 $ 227
Gross profit 100 110 111
Income from operations 30 12 21
Gain on sale of assets 1 1 1
Net income 20 4 14

At December 31,

2009 2008
Current assets $ 75 $ 93
Noncurrent assets 294 323
Current liabilities 169 192
Noncurrent liabilities 26 25

SEMPRA FINANCIAL

Prior to June 2006, Sempra Financial investedlisiged partner in affordable-housing propertiesntpra Financial's portfolio
included 1,300 properties throughout the UnitedeStéhat provided income tax benefits (primarilynfrincome tax credits). In June
2006, Sempra Financial effectively sold the mayooit its interests in affordable-housing project@h unrelated party subject to
certain guarantees. Because of the guaranteesatigaction was recorded as a financing transacdibrer than as a sale, and we
continue to consolidate the investments in the imgusartnerships. The transaction almost completbiginated the income tax
benefits from the investments.

OTHER EQUITY METHOD INFORMATION

We present aggregated information below for:

= Chilquinta Energia S.A.

= Luz del Sur S.A.

= Elk Hills Power

= Fowler Ridge I, beginning in 2009

= Rockies Express

= Sempra Commaodities' investments (prior to the faiomeof RBS Sempra Commodities)
= Sempra Energy’s housing partnerships (accountedrfder the equity method)



OTHER EQUITY METHOD INFORMATION
(Dollars in millions)

Years ended December 31,

2009 2008 2007
Gross revenues $ 1,192 $ 1,852 $ 1,570
Gross profit 429 487 456
Income from operations 194 234 225
Gain (loss) on sale of assets - (46) 7
Net income 173 171 138

At December 31,

2009 2008
Current assets $ 1,056 $ 795
Noncurrent assets 3,395 2,091
Current liabilities 405 324

Noncurrent liabilities

625 519

WPD-6
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NOTE 5. DISCONTINUED OPERATIONS

In June 2006, in line with our previously announpéah to focus resources on the development otore businesses, we decided to
sell Bangor Gas and Frontier Energy, Sempra Pigelé Storage’s natural gas distribution compardeated in Maine and North
Carolina, respectively. The sales of Frontier Epengd Bangor Gas were completed on September 80Nanember 30, 2007,
respectively, for a total of $5 million in cash.

We have reported the above operations as discatifar all periods presented in our Consolidatedftial Statements and
summarize the income statement information conngraur discontinued operations in the table below.

DISCONTINUED OPERATIONS
(Dollars in millions)
Year ended
December 31,

2007

Revenues u
Income from operations, before income taxes $ 2
Income tax expense (4)
(2

Loss on disposal, before income taxes 2
Income tax expense (23)
Consolidated state tax adjustment 1
(24)

$ (26)

NOTE 6. DEBT AND CREDIT FACILITIES

COMMITTED LINES OF CREDIT

At December 31, 2009, Sempra Energy Consolidatddbée3 billion in committed lines of credit to pide liquidity and to support
commercial paper and variable-rate demand notesntjor components of which are detailed below.ilabée unused credit on
these lines at December 31, 2009 was $3.6 billion.

These amounts exclude lines of credit associatéd 8@ampra Commodities, some of which we continugu@rantee, as we discuss
below in "RBS Sempra Commodities." RBS has repl&eaipra Energy as guarantor on all uncommitted loferedit associated
with Sempra Commodities. To the extent that Serfmergy's credit support arrangements, including@ar@ommodities’
committed facilities, have not been terminatedepiaced, RBS has indemnified Sempra Energy forciaigns or losses arising in
connection with those arrangements.

Sempra Energy

Sempra Energy has a $1 billion, three-year synéitegvolving credit agreement expiring in 2011il@itk, N.A. serves as
administrative agent for the syndicate of 17 leedBio single bank has greater than an 11-percanésh

Borrowings bear interest at benchmark rates plusuain that varies with market index rates and Sarimergy's credit ratings. The
facility requires Sempra Energy to maintain a rafitotal indebtedness to total capitalizationdefined in the agreement) of no
more than 65 percent at the end of each quarterattual ratio at December 31, 2009, calculatetkfieed in the agreement, was
48.1 percent.

At December 31, 2009, Sempra Energy had no outistgutrrowings under the facility.

Sempra Globa

Sempra Global has a $2.5 billion, three-year syatdit revolving credit agreement expiring in 201itib@nk, N.A. serves as
administrative agent for the syndicate of 18 lesdBio single bank has greater than ampédcent share. The facility also provides
issuance of up to $300 million of letters of creatitbehalf of Sempra Global with the amount of baings otherwise available
under the facility reduced by the amount of outdiag letters of credit.

Sempra Energy guarantees Sempra Global’s obligatiader the credit facility. Borrowings bear insdrat benchmark rates plus a
margin that varies with market index rates and Sargmergys credit ratings. The facility requires Sempra Bgeo maintain a rati
of total indebtedness to total capitalization (eBrtbd in the agreement) of no more than 65 peraetite end of each quarter.

At December 31, 2009, Sempra Global had lettersadit of $7 million outstanding and no outstandimgrowings under the
facility. The facility provides support for $460 liion of commercial paper outstanding at Decemter2®09. At December 31,
2008, $600 million of the $1.1 billion commerciager outstanding under this facility was classifisdon-term debt based ¢
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Sempra Utilities

SDG&E and SoCalGas have a combined $800 milliaeettyear syndicated revolving credit agreementragin 2011. JPMorgan
Chase Bank serves as administrative agent forythdicate of 17 lenders. No single bank has greahter a 10-percent share. The
agreement permits each utility to individually lmwrup to $600 million, subject to a combined liwit$800 million for both utilities
It also provides for the issuance of letters ofiitren behalf of each utility subject to a combidetier of credit commitment of $200
million for both utilities. The amount of borrowiagtherwise available under the facility is redubgdhe amount of outstanding
letters of credit.

Borrowings under the facility bear interest at benark rates plus a margin that varies with mankééxk rates and the borrowing
utility's credit rating. The agreement requiresteatility to maintain a ratio of total indebtednéedotal capitalization (as defined in
the agreement) of no more than 65 percent at the@teach quarter. The actual ratios for SDG&E 8o€alGas at December 31,
2009, calculated as defined in the agreement, @& percent and 42.3 percent, respectively.

Each utility’s obligations under the agreementiad@vidual obligations, and a default by one ujiltould not constitute a default by
the other utility or preclude borrowings by, or iesuance of letters of credit on behalf of, tHeeotutility.

At December 31, 2009, SDG&E and SoCalGas had mnstanding borrowings under this facility. SDG&E H2b million of
outstanding letters of credit and $237 million afiable-rate demand notes outstanding supportedi®yacility at December 31,
2009. Available unused credit on these lines atebder 31, 2009 was $338 million at SDG&E and $538Ban at SoCalGas;
SoCalGas' availability reflects the impact of SDG&Ese of the combined credit available on the line

RBS Sempra Commoditie

RBS is obligated to provide RBS Sempra Commoditigls all growth capital, working-capital requirenterand credit support.
However, as a transitional measure, we continyggduide back-up guarantees for a portion of RBS [anr€ommodities’ trading
obligations and for a credit facility with third gie lenders pending novation (legal transfer) @& thmaining trading obligations to
RBS, or after the closing of the transaction wews in Note 20, to J.P. Morgan Ventures Energy@uation. Some of these back-
up guarantees may continue for a prolonged peffidsidhe. RBS, which is controlled by the governmehthe United Kingdom, has
fully indemnified us for any claims or losses imoection with these arrangements.

RBS Sempra Commodities’ net trading liabilities poged by Sempra Energy’s guarantees at Decemh@089 were $798 million,
consisting of guaranteed trading obligations neatadfateral. The amount of guaranteed net tradadgjlities varies from day to day
with the value of the trading obligations and rethtollateral.

Sempra Energy also has guaranteed $344 milliori a™2billion of RBS Sempra Commodities' commitmaniger a credit facility
expiring September 29, 2010. Extensions of crediten the committed facility, which totaled $968 linih at December 31, 2009, ¢
limited to and secured by a borrowing base comgjsif receivables, inventories and other joint vemtassets that are valued at
varying percentages of current market value. Atdddlger 31, 2009, the gross market value of the bhangbase assets was $3.3
billion. The facility will be reduced and end agthorrowing base assets are transferred to RBStalslished by the joint-venture
agreement.

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

OTHER GUARANTEES

As discussed in Note 4, Sempra Energy, Conoco @i Kold 25-percent, 25-percent and 50-percent ostnigiinterests,
respectively, in Rockies Express. Rockies Expregsaies a natural gas pipeline linking naturalgaslucing areas in the Rocky
Mountain region to the upper Midwest and the easthrited States. Rockies Express has a $2 bilfiee;year credit facility
expiring in 2011 that provides for revolving extems of credit that are guaranteed by Sempra En&ggoco and KMP in
proportion to their respective ownership percendage

Borrowings under the facility bear interest at satarying with market rates plus a margin thateswith the credit ratings of the
lowest-rated guarantor. The facility requires egalrantor to comply with various financial and atbevenants comparable to those
contained in its senior unsecured credit facilitieshe case of Sempra Energy, the primary reqerd is that we maintain a ratio of
total indebtedness to total capitalization (asrdefiin the facility) of no more than 65 percenth&t end of each quarter. Rockies
Express had $1.7 billion of outstanding borrowingsler this facility at December 31, 2009, of wh$t18 million is guaranteed by
Sempra Energy. The recorded fair value of this gui@e is negligible.

WEIGHTED AVERAGE INTEREST RATES

The weighted average interest rate on the totat4bom debt outstanding at Sempra Energy was Pef@ent at December 31, 2009.
The weighted average interest rate on the totat$bon debt outstanding at Sempra Energy, includorgroercial paper borrowing
classified as long-term, was 4.985 percent at Déeerdl, 2008.
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LONG-TERM DEBT

The following tables show the detail and maturibésong-term debt outstanding:
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LONG-TERM DEBT
(Dollars in millions)

December 31,
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2009 2008
SDG&E
First mortgage bonds:
6.8% June 1, 2015 14 % 14
5.3% November 15, 2015 250 250
Variable rate (0.25% at December 31, 2009) July, 1 2018(1) 161 161
5.85% June 1, 2021(1) 60 60
6% June 1, 2026 250 250
5% to 5.25% December 1, 2027(1) 150 150
5.875% January and February 2034(1) 176 176
5.35% May 15, 2035 250 250
6.125% September 15, 2037 250 250
6% June 1, 2039 300 -
Variable rate (0.20% at December 31, 2009) May 1, 2039(1) 75 75
1,936 1,636
Other long-term debt (unsecured unless otherwise noted):
5.9% June 1, 2014 130 130
5.3% July 1, 2021(1) 39 39
5.5% December 1, 2021(1) 60 60
4.9% March 1, 2023(1) 25 25
OMEC LLC loan at variable rates (1.75% at December 31, 2009)
payable 2010 through April 2019 (secured by project assets) 375 256
Orange Grove Energy L.P. project financing at variable rates
(4.37% at December 31, 2009) June 30, 2010 (secured by project assets)(2) 87 -
Capital lease obligations 20 -
736 510
2,672 2,146
Current portion of long-term debt (45) 2)
Unamortized discount on long-term debt (4) (2)
Total SDG&E 2,623 2,142
SoCalGas
First mortgage bonds:
4.375% January 15, 2011 100 100
Variable rates after fixed-to-floating rate swaps (0.28% at December 31, 2009)
January 15, 2011 150 150
4.8% October 1, 2012 250 250
5.5% March 15, 2014 250 250
5.45% April 15, 2018 250 250
5.75% November 15, 2035 250 250
Variable rate December 1, 2009 - 100
1,250 1,350
Other long-term debt (unsecured):
4.75% May 14, 2016(1) 8 8
5.67% January 18, 2028 5 5
Capital lease obligations 26 -
Market value adjustments for interest rate swap, net (expires January 18, 2011) 7 9
46 22
1,296 1,372
Current portion of long-term debt (11) (100)
Unamortized discount on long-term debt (2) (2)
Total SoCalGas 1,283 1,270
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December 31,

2009 2008
Other Sempra Energy
First mortgage bonds:
6.9% payable 2010 through 2017 8 8
8.75% payable 2010 through 2022 8 9
7.48% payable 2010 through 2023 6 7
22 24
Other long-term debt (unsecured unless otherwise noted):
Commercial paper borrowings at variable rates, classified as long-term debt - 600
6.5% Notes June 1, 2016 750 -
6% Notes October 15, 2039 750 -
9.8% Notes February 15, 2019 500 500
6.15% Notes June 15, 2018 500 500
6% Notes February 1, 2013 400 400
Notes at variable rates after fixed-to-floating swap (3.71% at December 31, 2009)
March 1, 2010 300 300
8.9% Notes November 15, 2013 250 250
7.95% Notes March 1, 2010 200 200
6.3% Notes December 31, 2021(1) 128 128
4.5% Notes July 1, 2024(1) 75 -
Employee Stock Ownership Plan
Bonds at 5.781% (fixed rate to July 1, 2010) November 1, 2014(1) 50 50
Bonds at variable rates (1.4% at December 31, 2009) November 1, 2014(1) 7 22
Notes at 2.87% to 5.05% payable 2010 through 2013(1) 50 58
Industrial development bonds at variable rates (1.5% at December 31, 2009)
August 1, 2037, secured(1) 55 55
8.45% Notes payable 2010 through 2017, secured 36 39
Debt incurred to acquire limited partnerships, secured by real estate,
8.05% January 15, 2009 - 2
4.75% Notes May 15, 2009 - 300
Other debt 2 1
Market value adjustments for interest rate swap, net (expiring March 1, 2010) 7 15
4,060 3,420
4,082 3,444
Current portion of long-term debt (517) (308)
Unamortized discount on long-term debt (11) (4)
Total other Sempra Energy 3,554 3,132
Total Sempra Energy Consolidated $ 7,460 $ 6,544

__________________________________________________________________________________________________|
1) Callable long-term debt.

2) This credit facility will convert to a long-term loan maturing in June 2035.
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MATURITIES OF LONG-TERM DEBT(1)
(Dollars in millions)

Total
Other Sempra
Sempra Energy
SDG&E SoCalGas Energy Consolidated

2010 $ 40 $ -$ 510 $ 550
2011 11 250 30 291
2012 11 250 13 274
2013 11 - 672 683
2014 141 250 64 455
Thereafter 2,438 513 2,786 5,737
Total $ 2,652 $ 1,263 $ 4,075 $ 7,990

- _________________________________________________________________________________________|]
(1) Excludes capital lease obligations and market value adjustments for interest rate swaps.

Various long-term obligations totaling $4.2 billiah Sempra Energy at December 31, 2009 are unsgkcihis includes unsecured
long-term obligations totaling $254 million at SDG&&nd $13 million at SoCalGas.

In May 2009, Sempra Energy publicly offered andisk#50 million of 6.5-percent notes, maturing irl@0In October 2009, Sempra
Energy publicly offered and sold $750 million ob&ercent notes, maturing in 2039.

CALLABLE LONG-TERM DEBT
At the option of Sempra Energy, SDG&E and SoCal@again debt is callable subject to premiums aibus dates:

CALLABLE LONG-TERM DEBT
(Dollars in millions)

Total
Other Sempra
Sempra Energy
SDG&E SoCalGas Energy Consolidated

2010 $ 221 $ -$ 365 $ 586
2013 45 - - 45
2014 124 - - 124
after 2014 356 8 - 364
Total $ 746 $ 8 $ 365 $ 1,119
Callable bonds subject to make-whole provisions $ 1,300 $ 1,250 $ 3,708 $ 6,258

In addition, the OMEC LLC project financing loancatihe Orange Grove Energy L.P. project financirapladiscussed in Note 1,
with $375 million and $87 million, respectively, bérrowings at December 31, 2009, may be prepatdeaborrowers' option.

FIRST MORTGAGE BONDS

The Sempra Utilities issue first mortgage bondscivtaire secured by a lien on utility plant. The Senytilities may issue additional
first mortgage bonds upon compliance with the miovis of their bond agreements (indentures). Thelntures require, among
other things, the satisfaction of pro forma earsiogverage tests on first mortgage bond interebsttaam availability of sufficient
mortgaged property to support the additional boafter giving effect to prior bond redemptions. Thest restrictive of these tests
(the property test) would permit the issuance, ettitp CPUC authorization, of an additional $3/8dwi of first mortgage bonds at
SDG&E and $536 million at SoCalGas at Decembe2809.

In May 2009, SDG&E publicly offered and sold $300lion of 6.0-percent first mortgage bonds, matgrin 2039.
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INDUSTRIAL DEVELOPMENT BONDS

SDG&E

During 2008, Sempra Energy purchased $413 milliondustrial development bonds, net of sales andhmses with SDG&E as the
cash flow needs of each entity changed. SDG&E @asgeth $488 million of the bonds during 2008, and $@128 million to Sempra
Energy during 2008. The bonds were initially issasdnsured, auctiorate securities, the proceeds of which were loa0&DG&E,
and are repaid with payments on SDG&E first morgghgnds that have terms corresponding to thodeedhtustrial development
bonds that they secure.

In December 2008, SDG&E remarketed $237 milliothese industrial development bonds. These incléd&dmillion remarketed
at an initial daily floating rate of 0.65 percemgturing in 2039), and $161 million initially renkated for a three-month term at a
rate of 1.00 percent (maturing in 2018). Beginrimiylarch 2009, the interest rate on the $161 onilseries is reset on a weekly
basis.

The remaining industrial development bonds, $24ianilheld by SDG&E and $152 million held by Semfmergy, were classified
as available-for-sale securities and included iarBterm Investments on the Consolidated Balanaethat December 31, 2008.

In June 2009, SDG&E remarketed the remaining $1ifmof these bonds at a fixed rate of 5.875 peit¢cmaturing in 2034. Prior
to SDG&E's remarketing of the remaining bonds i020DG&E purchased $152 million of the bonds fi®empra Energy.

Sempra Pipelines & Storag

In July 2009, to secure an approved exemption Bahas and use tax, Sempra Pipelines & Storagergtt®75 million out of a
maximum available $265 million of long-term debiated to the construction and equipping of its Nisippi Hub Gas Storage
facility. The debt is payable to the Mississippisthess Finance Corporation (MBFC), and we recolaedis receivable from the
MBFC for the same amount. Both the financing olil@aand the bonds receivable have interest rdtésbqercent and are due on
July 1, 2024.

In 2006, in order to reduce its property tax, Searfpipelines & Storage incurred $128 million of letegm debt related to the
development of its Liberty Gas Storage (Libertyjility in Calcasieu Parish, Louisiana. The delpayable to the Calcasieu Parish
Industrial Development Board. Related to the dektrecorded bonds receivable from the Industrialdl@ment Board for the sar
amount. Both the financing obligation and the boret®ivable have interest rates of 6.3 percenta@diue on December 31, 2021.

DEBT OF EMPLOYEE STOCK OWNERSHIP PLAN (ESOP) AND TR UST (TRUST)

The ESOP covers substantially all Sempra Energy@raeps, including those of SDG&E and SoCalGas. Tiust is used to fund
part of the retirement savings plan described iteNo The notes of the ESOP are payable by the @ngsmature in 2014.

In July 2007, $50 million of these notes was reggtiat an interest rate of 5.781 percent for a these term ending July 1, 2010. T
remaining $7 million of the notes is repriced weeithd subject to repurchase at our option. ESOPwab paid down by a total of
$35 million during the last three years when 818,58ares of Sempra Energy common stock were reldasa the Trust in order to
fund employer contributions to the Sempra Energyngg plan trust. Interest on the ESOP debt amalia&3 million in 2009 and
$4 million in each of 2008 and 2007. Dividends ug®dlebt service amounted to $2 million in eacl2@d9, 2008 and 2007.

INTEREST RATE SWAPS
We discuss our fair value interest rate swaps ateilést rate swaps to hedge cash flows in Note 11.

NOTE 7. FACILITIES UNDER JOINT OWNERSHIP

San Onofre Nuclear Generating Station (SONGS) ha&buthwest Powerlink transmission line are owoedly by SDG&E with
other utilities. SDG&E's interests at DecemberZ5I09 were as follows:

Southwest
(Dollars in millions) SONGS Powerlink
Percentage ownership 20 % 91 %
Utility plant in service $ 117 $ 323
Accumulated depreciation and amortization 28 183
Construction work in progress 157 12

SDG&E, and each of the other owners, holds itsviddd interest as a tenant in common in the prgp&ach owner is responsible
for financing its share of each project and paptités in decisions concerning operations and dapipenditures.

SDG&E's share of operating expenses is includ&kimpra Energy's and SDG&E's Consolidated Staterné@iperations.

SONGS DECOMMISSIONING

Objectives, work scope, and procedures for the aiiglimg and decontamination of the SONGS' unitstrmeet the requirements of
the Nuclear Regulatory Commission (NRC), the Enwinental Protection Agency (EPA), the U.S. Departnoéhe Navy (the land
owner), the CPUC and other regulatory bodies.

SDG&E's asset retirement obligation related to dengssioning costs for the SONGS units was $474ionilat December 31, 200
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That amount includes the cost to decommission Zhited 3, and the remaining cost to complete themenissioBiriesoin Riata, Part 2 of 2
which is currently in progress. Southern CaliforBéison (Edison), the operator of SONGS, updatesrienissiofieif &a285li61e28
every three years. Rate recovery of decommissiotisgs is allowed until the time that the costsfally recovered and is subject to
adjustment every three years based on the coetgedllby regulators. Collections are authorizedotatioue until 2022. The most
recent cost study is under review by the CPUC vem@xpect a decision by mid-2010. SDG&E's shamosefs under the revised
study is approximately $760 million.

Unit 1 was permanently shut down in 1992, and ptatsiecommissioning began in January 2000. Moststres, foundations and
large components have been dismantled, removediapdsed of. Spent nuclear fuel has been remowad the Unit 1 Spent Fuel
Pool and stored on-site in an independent spehsfarge installation (ISFSI) licensed by the NRGe decommissioning of Unit 1
remaining structures (subsurface and intake/dig&)awill take place when Units 2 and 3 are decoraioiged. The ISFSI will be
decommissioned after a permanent storage faciitpimes available and the U.S. Department of EnN®@@E) removes the spent
fuel from the site. The Unit 1 reactor vessel ipaoted to remain on site until Units 2 and 3 ademissioned.

The amounts collected in rates for SONGS' decomanisgy are invested in externally managed trustfurAmounts held by the
trusts are invested in accordance with CPUC reiguisit These trusts are shown on the Sempra Enedy$BG&E Consolidated
Balance Sheets at fair value with the offsettiregds recorded in Regulatory Liabilities Arisingiin Removal Obligations.
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The following table shows the fair values and gnasealized gains and losses for the securitied ingthe trust fuprtgening Data Part 2 of 2
Page 5229 of 7002

NUCLEAR DECOMMISSIONING TRUSTS
(Dollars in millions)

Gross Gross Estimated
Unrealized Unrealized Fair
Cost Gains Losses Value
As of December 31, 2009:
Debt securities:
U.S. government(1) $ 141 $ 12 $ ) % 150
Municipal bonds(2) 85 3 ?3) 85
Total debt securities 226 15 (6) 235
Equity securities 238 188 5) 421
Cash and other securities(3) 21 1 - 22
Total available-for-sale securities $ 485  $ 204 % 11 $ 678
As of December 31, 2008:
Debt securities:
U.S. government $ 127 % 28 $ - $ 155
Municipal bonds 69 1 9) 61
Total debt securities 196 29 9) 216
Equity securities 251 105 (36) 320
Cash and other securities 40 3 (2) 41
Total available-for-sale securities $ 487 $ 137 % 47 $ 577

__________________________________________________________________________________________________________|]
(1) Maturity dates are 2011-2039.

(2) Maturity dates are 2010-2057.
(3) Maturity dates are 2010-2049.

The following table shows the proceeds from safeseourities in the trusts and gross realized gaittslosses on those sales.

SALES OF SECURITIES
(Dollars in millions)
Years ended December 31,

2009 2008 2007
Proceeds from sales $ 224 % 458 $ 578
Gross realized gains 6 18 18
Gross realized losses (33) (40) (12)

Net unrealized gains (losses) are included in Rego} Liabilities Arising from Removal Obligatiorms the Consolidated Balan
Sheets. We determine the cost of securities itrttses on the basis of specific identification.

The fair value of securities in an unrealized Ipssition as of December 31, 2009 was $110 millidre unrealized losses of $11
million were primarily caused by a negative marketironment. We do not consider these investmenite tother than temporarily
impaired as of December 31, 2009.

Customer contribution amounts are determined byY2fREC using estimates of after-tax investment restulecommissioning costs,
and decommissioning cost escalation rates. Changegestment returns and decommissioning costs mreswit in a change in futu
customer contributions.

We discuss the impact of asset retirement obligatio Note 1. We provide additional information ebSONGS in Notes 15 and 17.

NOTE 8. INCOME TAXES
Reconciliation of net U.S. statutory federal incotae rates to the effective income tax rates arfelésvs:

RECONCILIATION OF FEDERAL INCOME TAX RATES TO EFFEC TIVE INCOME TAX RATES

Years ended December 31,

2009 2008(1) 2007(1)
Sempra Energy Consolidated
U.S. federal statutory income tax rate 35 % 35 % 35 %
Utility depreciation 3 3 3

State income taxes, net of federal income tax benefit 3 3 4
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Tax credits (1) (1) yreening Data Part 2 of 2
Allowance for equity funds used during construction 1) 1) g?ge 5230 of 7002
Non-U.S. earnings taxed at lower statutory income tax rates 5) 2) Q)
Resolution of Internal Revenue Service audits 2) 2) -
Utility repair allowance Q) Q) Q)
Self-developed software expenditures 3) 2) Q)
Mexican foreign exchange and inflation effects 1 ?3) -
Variable interest entities 1) 1 -
Noncontrolling interests 1 - -
Other, net - - (1)
Effective income tax rate 29 % 30 % 34 %
SDG&E
U.S. federal statutory income tax rate 35 % 35 % 35 %
Depreciation 4 4 5
State income taxes, net of federal income tax benefit 4 5 5
Allowance for equity funds used during construction 2) 2) Q)
Resolution of Internal Revenue Service audits 1) ?3) 3
Utility repair allowance 1) ) 2
Self-developed software expenditures ) ?3) 2
Regulatory reserve release - - 2
Variable interest entities ) 4 1
Other, net ?3) ) 3
Effective income tax rate 32 % 36 % 33 %
PE
U.S. federal statutory income tax rate 35 % 35 % 35 %
Depreciation 6 5 6
State income taxes, net of federal income tax benefit 4 4 5
Self-developed software expenditures (6) ?3) Q)
Other, net 4 (5) (5)
Effective income tax rate 35 % 36 % 40 %
SoCalGas
U.S. federal statutory income tax rate 35 % 35 % 35 %
Depreciation 6 6 6
State income taxes, net of federal income tax benefit 4 4 5
Self-developed software expenditures (6) 3) Q)
Other, net (5) (6) )
Effective income tax rate 34 % 36 % 411 %

(1) As adjusted at Sempra Energy, SDG&E and PE for the retrospective adoption of ASC 810 (SFAS 160).
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The geographic components of Income from Contin@pgrations Before Income Taxes and Equity Earnafigse¢tadming Data Part 2 of 2
Unconsolidated Subsidiaries at Sempra Energy afallas/s: Page 5231 of 7002

Years ended December 31,

(Dollars in millions) 2009 2008(1) 2007(1)

u.S. $ 1,007 $ 1,199 $ 1,275
Non-U.S. 469 244 268
Total $ 1476 $ 1,443 % 1,543

(1) As adjusted for the retrospective adoption of ASC 810 (SFAS 160).



The components of income tax expense are as fallows

INCOME TAX EXPENSE
(Dollars in millions)

Years ended December 31,

2009 2008 2007
Sempra Energy Consolidated
Current:
U.S. Federal $ 39 % (100 $ 247
U.S. State 40 28 77
Non-U.S. 48 96 51
Total 127 114 375
Deferred:
U.S. Federal 216 359 124
U.S. State 24 29 (5)
Non-U.S. 58 (59) 36
Total 298 329 155
Deferred investment tax credits 3) (5) (6)
Total income tax expense $ 422 $ 438 $ 524
SDG&E
Current:
U.S. Federal $ 70 $ 25 $ 131
U.S. State 34 23 44
Total 104 48 175
Deferred:
U.S. Federal 75 107 (24)
U.S. State (2) 8 (14)
Total 73 115 (38)
Deferred investment tax credits - (2) (2)
Total income tax expense $ 177 $ 161 $ 135
PE
Current:
U.S. Federal $ 52 % 28 $ 122
U.S. State 21 21 33
Total 73 49 155
Deferred:
U.S. Federal 68 89 15
U.S. State 7 6 2
Total 75 95 13
Deferred investment tax credits (3) (3) (3)
Total income tax expense $ 145 % 141 % 165
SoCalGas
Current:
U.S. Federal $ 52 % 31 $ 119
U.S. State 22 22 33
Total 74 53 152
Deferred:
U.S. Federal 67 85 14
U.S. State 6 5 3)
Total 73 90 11
Deferred investment tax credits (3) (3) (3)

Total income tax expense $ 144 % 140 % 160

WPD-6
Screening Data Part 2 of 2
Page 5232 of 7002
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We show details of accumulated deferred incomestax®ecember 31 for Sempra Energy, SDG&E, PE ah&sseeiting PatgoRast 2 of 2
below: Page 5233 of 7002

ACCUMULATED DEFERRED INCOME TAXES FOR SEMPRA ENERGY CONSOLIDATED
(Dollars in millions)
December 31,

2009 2008

Deferred income tax liabilities:
Differences in financial and tax bases of depreciable and amortizable assets $ 1,528 $ 1,323
Regulatory balancing accounts 501 632
Unrealized revenue 25 22
Loss on reacquired debt 18 21
Property taxes 34 31
Difference in financial and tax bases of partnership interests 85 46
Other 61 15
Total deferred income tax liabilities 2,252 2,090

Deferred income tax assets:

Investment tax credits 35 37
Equity losses 3 6
Net operating losses of separate state and foreign entities 21 77
Compensation-related items 177 193
Postretirement benefits 510 609
Other deferred assets 41 4
State income taxes 50 35
Bad debt allowance 7 7
Litigation and other accruals not yet deductible 129 233
Deferred income tax assets before valuation allowances 973 1,201
Less: valuation allowances 29 26
Total deferred income tax assets 944 1,175
Net deferred income tax liability $ 1,308 $ 915

Our policy is to show deferred taxes of VIEs on a net basis, including valuation allowances. See table "Amounts Associated with Variable
Interest Entities" in Note 1 for further information on VIEs.

ACCUMULATED DEFERRED INCOME TAXES FOR SDG&E, PE AND SOCALGAS
(Dollars in millions)

SDG&E PE SoCalGas
December 31, December 31, December 31,
2009 2008 2009 2008 2009 2008
Deferred income tax liabilities:
Differences in financial and tax bases of
utility plant and other assets $ 737 $ 625 |$ 360 $ 278 |$ 363 $ 281
Regulatory balancing accounts 190 229 322 413 322 413
Loss on reacquired debt 8 10 11 13 11 13
Property taxes 24 20 12 13 12 13
Other 16 - - - - -
Total deferred income tax liabilities 975 884 705 717 708 720
Deferred income tax assets:
Postretirement benefits 152 173 283 357 285 359
Investment tax credits 18 18 19 21 19 21
Compensation-related items 17 14 50 49 51 49
State income taxes 25 22 16 17 16 16
Litigation and other accruals not yet deductible 25 37 33 74 32 75
Hedging transaction - - 11 16 11 16
Other 5 9 15 20 8 11
Total Deferred income tax assets 242 273 427 554 422 547
Net deferred income tax liability $ 733 $ 611 |$ 278 $ 163 |$ 286 $ 173

_____________________________________________________________________________________________________________]
Our policy is to show deferred taxes of VIEs on a net basis, including valuation allowances. See table "Amounts Associated with Variable Interest
Entities" in Note 1 for further information on VIEs.

The net deferred income tax liabilities are recdrde the Consolidated Balance Sheets at Decembas 8illows:
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NET DEFERRED INCOME TAX LIABILITY Screening Data Part 2 of 2
(Dollars in millions) Page 5234 of 7002

Sempra Energy

Consolidated SDG&E PE SoCalGas
2009 2008 2009 2008 2009 2008 2009 2008
Current (asset) liability $ (10)$ (31)($ 41)% an|s 5% 6|$ 6$ 6
Noncurrent liability 1,318 946 774 628 273 157 280 167
Total $ 1,308 $ 915 |$ 733 $ 611 ($ 278 $ 163 |$ 286 $ 173

At December 31, 2009, Sempra Energy had establish@duation allowance against a portion of italtdeferred income tax assets,
as described above. A valuation allowance is rembrghen, based on more-likely-than-not criterigative evidence outweighs
positive evidence with regard to our ability tolizaa deferred tax asset in the future. At botmS& Energy and SDG&E, deferred
income taxes for variable interest entities araxgshon a net basis. Therefore, a valuation allowari&L17 million related to
variable interest entities is not reflected in thieles above. Of Sempra Energy’s total valuatibmwalnce of $29 million, $18 million
is related to non-U.S. net operating losses, $lianito other future deductions, and $4 millionids. state and local net operating
losses. The total valuation allowance, excludirggamount related to variable interest entitiesidased during 2009, when compe
to 2008, primarily due to the increase in the vatuaallowance established for U.S. state and loe&loperating losses. This incre
was offset by a decrease in the valuation allowastablished for U.S. state and local capital lesgée believe that it is more likely
than not that the remainder of the total deferreime tax asset is realizable.

At December 31, 2009, Sempra Energy's non-U.Sidiabes had $46 million of unused net operatingsks (NOLs) available to
utilize in the future to reduce Sempra Energy'sreinon-U.S. income tax expense, which is in Dekpfdetherlands and Spain. The
carry forward periods on our non-U.S. unused NQiesas follows: $18 million does not expire and $28ion expires between

2011 and 2023. As of December 31, 2009, $215 milibMexican subsidiary NOLs, which have been zeiti on a consolidated
level, are subject to recapture between 2013 at8é #@he Mexican subsidiary that generated themsdwot have sufficient taxable
income itself to realize them within 5 years. Thii®l s expire between 2013 and 2019. Sempra Endt@'ssubsidiaries had $100
million of unused U.S. state and local NOLs, priityan Louisiana, Connecticut, Alabama and Washimgb.C. These U.S. state ¢
local NOLs expire between 2010 and 2028. We haveauorded income tax benefits on a portion oféhe®Ls because they were
incurred in jurisdictions where we currently bekethey will not be realized, as discussed above.

At December 31, 2009, Sempra Energy had not rezedra U.S. deferred income tax liability on $1.fidn of cumulative
undistributed earnings of non-U.S. subsidiarie$ Waexpect to reinvest indefinitely outside th&UThese earnings have previously
been reinvested or will be reinvested in active-bo8. operations, thus we do not intend to useetle@snings as a source of funding
for U.S. operations. It is not practical to deterenthe amount of U.S. income taxes that might lyalge if these earnings were
eventually distributed. U.S. deferred income taxékbe recorded when it is determined that allagvart, of these earnings are no
longer intended to be reinvested indefinitely.

Sempra Commodities recorded synthetic fuels taditwef $32 million in 2007.
Following is a summary of unrecognized tax benefit®ecember 31:

SUMMARY OF UNRECOGNIZED TAX BENEFITS
(Dollars in millions)
Sempra Energy
Consolidated SDG&E PE/SoCalGas
2009 2008 2007 2009 2008 2007 2009 2008 2007

Total $ 94 % 104 $ 131 ($ 14 °$ 18 $ 26 |$ 1% 19% 40

Of the total, amounts related to tax
positions that, if recognized, in
future years, would:
decrease the effective tax rate ~ $ (76) $ (64 % (109)|$ (13)$ ans (23)|$ @)% -$ (22)
increase the effective tax rate $ 13 $ 17 $ 44 1% 13 % 17 $ 22 ($ -$ -$ 21




Following is a reconciliation of the changes ineougnized tax benefits for the years ended DeceBther

RECONCILIATION OF UNRECOGNIZED TAX BENEFITS
(Dollars in millions)

2009 2008 2007

Sempra Energy Consolidated:

Balance as of January 1 $ 104 $ 131 $ 110
Increase in prior period tax positions 44 23 53
Decrease in prior period tax positions 3) 4) (16)
Increase in current period tax positions 15 4 8
Decrease in current period tax positions - (5) 2)
Settlements with taxing authorities (54) (38) (16)
Expirations of statutes of limitations (12) @) (6)

Balance as of December 31 $ 94 $ 104 $ 131

SDG&E:

Balance as of January 1 $ 18 $ 26 $ 40
Increase in prior period tax positions 1 2 6
Decrease in prior period tax positions - - 9)
Increase in current period tax positions 3 3 3
Decrease in current period tax positions - 1) 1)
Settlements with taxing authorities (8) (12) (13)

Balance as of December 31 $ 14 $ 18 $ 26

PE/SoCalGas:

Balance as of January 1 $ 19 $ 40 $ 33
Increase in prior period tax positions 1 - 12
Decrease in prior period tax positions - - 2)
Settlements with taxing authorities Q) (21) 3)

Expirations of statutes of limitations

) - -

Balance as of December 31 $

11 $ 19 $ 40

WPD-6
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It is reasonably possible that within the next 1énths unrecognized tax benefits could decreaseatdtie followirggreening Data Part 2 of 2
Page 5236 of 7002

POSSIBLE DECREASES IN UNRECOGNIZED TAX BENEFITS WIT HIN 12 MONTHS
(Dollars in millions)
At December 31,

2009 2008 2007
Sempra Energy Consolidated:
Expiration of statutes of limitations on tax assessments $ 7 % ®6) $ (20)
Potential resolution of audit issues with various
U.S. federal, state and local and non-U.S. taxing authorities (24) 17) (30)
Impact of federal and state timing items
affecting taxable income - (3) (10)
$ 31) $ (26) $ (60)
SDG&E:
Expiration of statutes of limitations on tax assessments $ - $ - $ (6)
Potential resolution of audit issues with various
U.S. federal, state and local taxing authorities - - (4)
$ -0 % - $ (10)
PE/SoCalGas:
Expiration of statutes of limitations on tax assessments $ 6) $ 3 % 3)
Potential resolution of audit issues with various
U.S. federal, state and local taxing authorities 1) - (22)
Impact of federal and state timing items
affecting taxable income - (3) (10)

$ (7) $ 6) $ (35)

Amounts accrued for interest expense and penalsigsciated with income taxes are included in inctamexpense on the
Consolidated Statements of Operations and in vailiimeome tax balances on the Consolidated BalaheetS. As of December 31,
the following amounts were accrued:

INTEREST EXPENSE AND PENALTIES ASSOCIATED WITH INCO ME TAXES
(Dollars in millions)
Sempra Energy

Consolidated SDG&E PE/SoCalGas
2009 2008 2007 2009 2008 2007 2009 2008 2007
Interest expense (benefit)  $ 2$ 18 $ @ % 2% 2$ 11 s 1% 4% 3
Penalties 4 1 2 - - - 1 - -

INCOME TAX AUDITS

Sempra Energy is subject to U.S. federal incomeasawell as to income tax of multiple state aneifgm jurisdictions. We remain
subject to examination for U.S. federal tax yedisr£005. We are subject to examination by majatestax jurisdictions for tax
years after 2001. Certain major foreign incomer&urns from 1995 through the present are operdamaation.

In addition, we have filed state refund claimstgor years back to 1998. The (2802 tax years are closed to new issues; therafo
additional tax may be assessed by the taxing aitifwofor these years.

SDG&E, PE and SoCalGas are subject to U.S. fedwraime tax as well as income tax of state jurisolict. They remain subject to
examination for U.S. federal years after 2005 andbjor state tax jurisdictions for years after 200

In addition, PE has state refund claims for taxydmack to 1993. The pre-2002 tax years are clusadw issues; therefore, no
additional tax may be assessed by the taxing atidefor these years.

NOTE 9. EMPLOYEE BENEFIT PLANS

We are required by applicable GAAP to:

= recognize an asset for a plan's overfunded statagiability for a plan's underfunded status ie gtatement of
financial position;

= measure a plan's assets and its obligations tiextndi@e its funded status as of the end of thafigear (with

limited exceptions); and

recognize changes in the funded status of a debeedfit postretirement plan in the year in which thanges

occur. Generally, those changes are reported ir atbmprehensive income and as a separate compafnent

shareholders' equit



WPD-6
The information presented below covers the emplgefit plans of Sempra Energy and its principhlsidiariesicreening Data Part 2 of 2

Sempra Energy has funded and unfunded noncontribd&fined benefit plans, including separate pfnm§DG&Eag?132§g(?y(g%25,
which together cover substantially all employeed 8ampra Energy's board of directors. The plansmgdig provide defined benef
based on years of service and either final avevagareer salary.

Sempra Energy also has other postretirement bepefis, including separate plans for SDG&E and $6&s, which together cover
substantially all employees and Sempra Energy'sdbafdirectors. The life insurance plans are hbmthtributory and
noncontributory and the health-care plans are garnbry. Participants' contributions are adjustadually. Other postretirement
benefits include medical benefits for retirees'uses.

Pension and other postretirement benefits costoblighations are dependent on assumptions usealéalating such amounts. The
assumptions include

= discount rates

= expected return on plan assets

= health-care cost trend rates

= mortality rates

= compensation increase rates

= payout elections (lump sum or annuity)

We review these assumptions on an annual basistprtbe beginning of each year and update theappropriate. We consider
current market conditions, including interest ratesnaking these assumptions. We use a Decembereasurement date for all of
our plans.

In support of its Supplemental Executive Retirem&atsh Balance Restoration and Deferred Compenstans, Sempra Energy
maintains dedicated assets, including investmeniifeiinsurance contracts, which totaled $453iomlland $401 million at
December 31, 2009 and 2008, respectively.

PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS

Benefit Plan Amendments Affecting 2008 and 20

Effective January 1, 2009, one of Sempra Energf'sion plans, separate from the Sempra Utilitiesigy was amended to increase
the cash balance benefit obligation for certairiipi@ants. This amendment resulted in an incre&$3 anillion in the benefit
obligation and unrecognized prior service costsfddecember 31, 2008.

Effective October 1, 2009, the SDG&E pension plasw@mended to set the automatic cost of livingsadjant for retirees with
grandfathered benefits at 0 percent for the pdreginning October 1, 2009 and ending Septembe2@®0). Without this
amendment, the automatic cost of living adjustnfien2009 would have been negative, resulting induction in benefits. This
amendment resulted in an increase of $3 milliothébenefit obligation and net periodic benefitts@s of December 31, 2009 for
Sempra Energy and SDG&E.

During 2009, the SoCalGas pension plan was ametodavide a minimum benefit for participants thatnsfer from a position
covered by the represented employees' pension@kamanagement position covered by the cash balalaa after June 29, 2005.
This amendment resulted in an increase of $1 milliothe benefit obligation and unrecognized pservice costs as of December
31, 2009 for Sempra Energy and SoCalGas.

Effective December 1, 2009, the Sempra Utilitieéseo postretirement benefit plans were amendedtabbsh a health
reimbursement account benefit for representedeetirThis amendment resulted in an increase ofii@m$4 million, and $6
million in the benefit obligation and unrecognizaribr service costs as of December 31, 2009 for &GSo0CalGas, and Sempra
Energy, respectively.

Benefit Obligations and Asse

The following three tables provide a reconciliatmfrthe changes in the plans' projected benefigabibns and the fair value of ass
during 2009 and 2008, and a statement of the fustids at December 31, 2009 and 2008:

PROJECTED BENEFIT OBLIGATION, FAIR VALUE OF ASSETS AND FUNDED STATUS
(Dollars in millions)
Other Postretirement

Pension Benefits Benefits

Sempra Energy Consolidated 2009 2008 2009 2008
CHANGE IN PROJECTED BENEFIT OBLIGATION:

Net obligation at January 1 $ 2865 $ 2,791 $ 934 % 871
Acquisition of EnergySouth - 27 - 2
Service cost 74 71 26 24
Interest cost 170 166 56 53
Plan amendments 4 3 6 -
Actuarial loss 169 6 5 34
Curtailments - - - 5)
Settlements (34) (22) - -
Benefit payments (165) (184) (44) (48)
Federal subsidy (Medicare Part D) - - 2 2
Other - 7 - 1

Net obligation at December 31 3,083 2,865 985 934
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CHANGE IN PLAN ASSETS: Screening Data Part 2 of 2
Fair value of plan assets at January 1 1,742 2,528 545 Pag;e4§238 of 7002
Acquisition of EnergySouth - 36 - 4

Actual return on plan assets 402 (682) 112 (194)

Employer contributions 185 66 45 40

Settlements (34) (22) - -

Benefit payments (165) (184) (44) (48)

Other - - - -

Fair value of plan assets at December 31 2,130 1,742 658 545

Funded status at December 31 w

Net recorded liability at December 31 $ (953) $ (1,123) $ (327) $ (389)
______________________________________________________________________________________________________________________________|

The significant increase in actuarial loss in 2@€ated to pension benefits for Sempra Energy,albas for SDG&E and SoCalGas
below, resulted primarily from a decrease in treedunt rate from 6.00 percent in 2008 to 5.60 perd&e40 percent and 5.75 perc
in 2009 for Sempra Energy, SDG&E and SoCalGas extigely.

The actuarial loss for other postretirement plan2009 also increased due to a decrease in discaest from 6.10 percent to 5.55
percent, 5.75 percent and 5.90 percent at SemmayErSDG&E and SoCalGas, respectively. Howevés,itftrease was more than
offset by favorable claims experience and projectigrimarily due to the decrease in the averagefoo pre-65 retirees relative to
the average cost of the total population for cartaedical plans for SDG&E and SoCalGas.
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Screening Data Part 2 of 2
PROJECTED BENEFIT OBLIGATION, FAIR VALUE OF ASSETS AND FUNDED STATUS Page 5239 of 7002
(Dollars in millions)

Other Postretirement

Pension Benefits Benefits
SDG&E 2009 2008 2009 2008
CHANGE IN PROJECTED BENEFIT OBLIGATION:
Net obligation at January 1 $ 814 $ 803 $ 148 % 139
Service cost 23 22 5 5
Interest cost 48 47 9 9
Plan amendments 3 - 2 -
Actuarial loss (gain) 58 @) 2 1
Transfer of liability to other plans Q) 2 - -
Settlements - Q) - -
Benefit payments (37) (48) (6) (6)
Net obligation at December 31 908 814 160 148
CHANGE IN PLAN ASSETS:
Fair value of plan assets at January 1 480 684 61 67
Actual return on plan assets 115 (191) 10 (16)
Employer contributions 58 38 16 16
Settlements - Q) - -
Transfer of assets to other plans Q) 2) - -
Benefit payments (37) (48) (6) (6)
Fair value of plan assets at December 31 615 480 81 61
Funded status at December 31 w
Net recorded liability at December 31 $ (293) $ (334) $ 79 $ (87)
PROJECTED BENEFIT OBLIGATION, FAIR VALUE OF ASSETS AND FUNDED STATUS
(Dollars in millions)

Other Postretirement

Pension Benefits Benefits
SoCalGas 2009 2008 2009 2008
CHANGE IN PROJECTED BENEFIT OBLIGATION:
Net obligation at January 1 $ 1653 $ 1,624 $ 748 % 694
Service cost 42 40 18 17
Interest cost 98 97 45 42
Plan amendments 1 - 4 -
Actuarial loss (gain) 74 7 Q) 33
Benefit payments (105) (115) (36) (40)
Transfer of liability from other plans 1 - - -
Federal subsidy (Medicare Part D) - - 2 2
Net obligation at December 31 1,764 1,653 780 748
CHANGE IN PLAN ASSETS:
Fair value of plan assets at January 1 1,105 1,657 471 663
Actual return on plan assets 255 (438) 99 (174)
Employer contributions 76 1 28 22
Transfer of assets from other plans 1 - - -
Benefit payments (105) (115) (36) (40)
Fair value of plan assets at December 31 1,332 1,105 562 471
Funded status at December 31 w

Net recorded liability at December 31 $ 432) % (548) $ (218) $ (277)
______________________________________________________________________________________________________________________________|
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The assets and liabilities of the pension and gtbetretirement benefit plans are affected by cmgngarket conditions as well as
when actual plan experience is different than asslr8uch events result in investment gains an@$osshich we defer and
recognize in pension and postretirement benefisomeger a period of yearsSempra Energy uses the asset smoothing methots for i
pension and other postretirement plans, excegh®o6DG&E plans. This method develops an asseevhkt recognizes realized
and unrealized investment gains and losses oveea-iear period. This adjusted asset value, krasmthe market-related value of
assets, is used in conjunction with an expecteg-term rate of return to determine the expectearnebn-assets component of net
periodic cost. SoCalGas also uses the asset smgatigthod.

The 10-percent corridor accounting method is us&kapra Energy, SDG&E and SoCalGas. Under thédooraccounting methot
if, as of the beginning of a year, unrecognizedgaéh or loss exceeds 10 percent of the greatiregbrojected benefit obligation or
the market-related value of plan assets, the exsesnortized over the average remaining servicegef active participants. The

asset smoothing and 10-percent corridor accoumtiepods help mitigate volatility of net periodicst®from year to year.

We recognize the overfunded or underfunded stdtdsfined benefit pension and other postretirenpdants as assets or liabilities,
respectively; unrecognized changes or creditseésdtassets and/or liabilities are normally recotdexther comprehensive income
(loss) on the balance sheet. The Sempra UtilitiekMobile Gas record regulatory assets and ligdslithat offset the funded pension
and other postretirement plans' assets or liaslitas these costs are expected to be recovefiggdrie utility rates based on
agreements with regulatory agencies.

The Sempra Utilities record annual pension andrgibstretirement net periodic benefit costs eqoidhé contributions to their plans
as authorized by the CPUC. The annual contributioriie pension plans are limited to a minimum negufunding amount as
determined by the Internal Revenue Service. The@msontributions to the other postretirement plaresequal to the lesser of the
maximum tax deductible amount or the net periodit calculated in accordance with GAAP for pensiod other postretirement
benefit plans. Mobile Gas records annual pensiahadiner postretirement net periodic benefit coseblzon an estimate of the net
periodic cost at the beginning of the year cal@dah accordance with GAAP for pension and othestngtirement benefit plans, as
authorized by the Alabama Public Service Commisstary differences between booked net periodic benest and amounts
contributed to the pension and other postretirerpkamts are disclosed as regulatory adjustmentsdardance with GAAP for
regulated entities.

The net liability is included in the following capihs on the Consolidated Balance Sheets at DeceBiber

Other Postretirement

Pension Benefits Benefits
(Dollars in millions) 2009 2008 2009 2008
Sempra Energy Consolidated
Current liabilities $ 27 $ (25) $ P $ -
Noncurrent liabilities (926) (1,098) (326) (389)
Net recorded liability $ (953) % (1,123) $ (327) % (389)
SDG&E
Current liabilities $ 2 $ 2 $ - 3 -
Noncurrent liabilities (291) (332) (79) (87)
Net recorded liability $ (293) % (334) $ 79) $ (87)
SoCalGas
Current liabilities $ 6) $ 2 $ - 0% -
Noncurrent liabilities (426) (546) (218) 277)

Net recorded liability $ (432) % (548) $ (218) $ (277)
. _______________________________________________________________________________________________________________________________________|]
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AMOUNTS IN ACCUMULATED OTHER COMPREHENSIVE INCOME ( LOSS)

(Dollars in millions)

Other Postretirement

Pension Benefits Benefits
2009 2008 2009 2008

Sempra Energy Consolidated
Net actuarial loss $ 98) $ (97) $ 4 % 2
Prior service credit 2 1 - 1
Total $ 96) $ (96) $ 4 $ (1)
SDG&E
Net actuarial loss $ 11 3 (13)
Prior service credit 1 1
Total $ (10) $ (12)
SoCalGas
Net actuarial loss $ 5) $ (5)
Prior service credit 1 1
Total $ 4 $ (4)
The accumulated benefit obligations for defineddiépension plans at December 31, 2009 and 2008 afollows:

Sempra Energy Consolidated SDG&E SoCalGas
(Dollars in millions) 2009 2008 2009 2008 2009 2008
Accumulated benefit obligation $ 2,668 $ 895 $ $ 1601 $ 1,493

Sempra Energy has unfunded and funded pension. B&G&E and SoCalGas each have an unfunded anaadupension plan.
The following table shows the obligations of fungehsion plans with benefit obligations in excefsglan assets as of December

(Dollars in millions)

2009 2008

Sempra Energy Consolidated
Projected benefit obligation
Accumulated benefit obligation
Fair value of plan assets

SDG&E

Projected benefit obligation
Accumulated benefit obligation
Fair value of plan assets

SoCalGas

Projected benefit obligation
Accumulated benefit obligation
Fair value of plan assets

Net Periodic Benefit Cost, 202009

$ 2,835 $
2,660
2,130

870
615

$ 1,730 $
1,571
1,332

2,621
2,449
1,742

787
780
480

1,623
1,466
1,105

The following three tables provide the componeffitsed periodic benefit cost and amounts recognineather comprehensive

income for the years ended December 31:

NET PERIODIC BENEFIT COST AND AMOUNTS RECOGNIZED IN OTHER COMPREHENSIVE INCOME

(Dollars in millions)

Pension Benefits

Other Postretirement Benefits

Sempra Energy Consolidated 2009 2008 2007 2009 2008 2007
Net Periodic Benefit Cost
Service cost $ 74 $ 71 % 76 $ 26 3 24 $ 26
Interest cost 170 166 164 56 53 54
Expected return on assets (139) (161) (158) (45) (48) (44)
Amortization of:
Prior service cost (credit) 7 4 5 1) Q) ?3)
Actuarial loss 23 8 8 3 - 6
Regulatory adjustment 28 (22) (34) 7 7 7
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Special termination benefit charge - - 1 - Screening Data Part 2 of 2
Curtailment charge (credit) - . 6 - Pageyp242 of 7002
Settlement charge 14 8 - - - -
Total net periodic benefit cost 177 74 68 46 32 46

Other Changes in Plan Assets and Benefit Obligations
Recognized in Other Comprehensive Income

Net loss (gain) 9 54 (12) 3 1 2)
Prior service cost (credit) - 3 4) - - -
Amortization of prior service credit - - - 1 1 1
Amortization of actuarial loss (8) (8) (8) - - -
Total recognized in other comprehensive income 1 49 (24) 4 2 (1)
Total recognized in net periodic benefit cost and other
comprehensive income $ 178 % 123 % 44 $ 50 $ 34 3 45

NET PERIODIC BENEFIT COST AND AMOUNTS RECOGNIZED IN OTHER COMPREHENSIVE INCOME
(Dollars in millions)

Pension Benefits Other Postretirement Benefits

SDG&E 2009 2008 2007 2009 2008 2007
Net Periodic Benefit Cost
Service cost $ 23 % 22 % 22 % 5% 5% 5
Interest cost 48 a7 a7 9 9 8
Expected return on assets (32) (46) (45) 3) 4) 3)
Amortization of:

Prior service cost 4 1 2 4 3 3

Actuarial loss 16 2 2 - - -
Regulatory adjustment 2 14 2 2 2 2
Settlement charge 2 2 - - - -
Total net periodic benefit cost 63 42 30 17 15 15
Other Changes in Plan Assets and Benefit Obligations

Recognized in Other Comprehensive Income
Net gain Q) 4 (6) - - -
Amortization of actuarial loss (2) (2) (2) - - -

Total recognized in other comprehensive income 3 (6) (8) - - -

Total recognized in net periodic benefit cost and other

comprehensive income $ 60 $ 36 $ 22 % 17 % 15 % 15
= - = - - - = - ___“"- - == * = > == > ==
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NET PERIODIC BENEFIT COST AND AMOUNTS RECOGNIZED IN OTHER COMPREHENSIVE INCOME
(Dollars in millions)

Pension Benefits Other Postretirement Benefits

SoCalGas 2009 2008 2007 2009 2008 2007
Net Periodic Benefit Cost
Service cost $ 42 $ 40 $ 41 3 18 $ 17 $ 19
Interest cost 98 97 96 45 42 44
Expected return on assets (94) (103) (202) (42) (43) (40)
Amortization of:

Prior service cost (credit) 2 2 2 4) 4) (6)

Actuarial loss 1 1 1 3 - 6
Settlement charge 1 - - - - -
Regulatory adjustment 28 (36) (36) 6 5 5
Total net periodic benefit cost 78 1 2 27 17 28
Other Changes in Plan Assets and Benefit Obligations

Recognized in Other Comprehensive Income
Net loss (gain) 1 1) - - - -
Amortization of actuarial loss 1) (1) (1) - - -

Total recognized in other comprehensive income - (2) (1) - - -

Total recognized in net periodic benefit cost and other
comprehensive income $ 78 $ @)% 1 3 27 % 17 $ 28

The estimated net loss for the pension plans tiilbbevamortized from Accumulated Other Compreheasncome (Loss) into net
periodic benefit cost in 2010 is $11 million forr@era Energy Consolidated and $1 million at both 8IBGnd SoCalGas.
Negligible amounts of prior service credit for fhension plans will be similarly amortize

The estimated prior service credit for the othestptirement benefit plans that will be amortizeshf Accumulated Other
Comprehensive Income (Loss) into net periodic hienest in 2010 is $1 million at Sempra Energy.

Medicare Prescription Drug, Improvement and Modemaition Act of 2003

The Medicare Prescription Drug, Improvement and dtaization Act of 2003 establishes a prescriptinrgdenefit under Medicare
(Medicare Part D) and a tax-exempt federal subtsidgponsors of retiree health-care benefit plaasphovide a benefit that
actuarially is at least equivalent to Medicare PartVe have determined that benefits provided ttage participants actuarially will
be at least equivalent to Medicare Part D. Thusameentitled to a tax-exempt subsidy that reduzedaccumulated postretirement
benefit obligation under our plans at January D928nd reduced the net periodic cost for 2009 byfdaHowing amounts:

Sempra Energy

(Dollars in millions) Consolidated SDG&E SoCalGas
Accumulated postretirement benefit

obligation reduction $ % $ 21 $ 71
Net periodic benefit cost reduction 10 2 7

Assumptions for Pension and Other Postretirementigét Plans

Benefit Obligation and Net Periodic Benefit Cost

We develop the discount rate assumptions baseleoresults of a third party modeling tool that rhat each plan's expected future
benefit payments to a bond yield curve to deterrttied present value. We then calculate a singlévatent discount rate that
produces the same present value. The modelingisas an actual portfolio of 500 to 600 non-calldddads with a Moody’s Aa
rating with an outstanding value of at least $50iom to develop the bond yield curve. This reflectzer $300 billion in outstanding
bonds with approximately 50 issues having matwitieexcess of 20 years.

Long-term return on assets is based on the weiggntedhge of the plans’ investment allocation athefmeasurement date and the
expected returns for those asset types.

The significant assumptions affecting benefit odlign and net periodic benefit cost are as follows:

WEIGHTED-AVERAGE ASSUMPTIONS

Other Postretirement
Pension Benefits Benefits
2009 2008 2009 2008

WEIGHTED-AVERAGE ASSUMPTIONS USED TO DETERMINE
BENEFIT OBLIGATION AS OF DECEMBER 31:
Discount rate 5.63 % 6.00 % 5.86 % 6.10 %

Rate of compensation increase 450 % 450 % 1) )
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Sempra Energy Consolidated

Discount rate ©)) 6.10 % 4 6.20 %
Expected return on plan assets 7.00 % 7.00 % 6.19 % 6.88 %
Rate of compensation increase (5) (5) @ 2
SDG&E

Discount rate 6.00 % 6.10 % 6.10 % 6.20 %
Expected return on plan assets 7.00 % 7.00 % 6.25 % 5.89 %
Rate of compensation increase (6) (6) N/A N/A
SoCalGas

Discount rate 6.00 % 6.10 % 6.10 % 6.20 %
Expected return on plan assets 7.00 % 7.00 % 7.00 % 7.00 %
Rate of compensation increase (6) (6) @ )

()
@
(©)
(©)
®)

(6)

4.00% for the life insurance and Health Reimbursement Arrangement (HRA) benefits for SoCalGas’ represented employees. There are no
compensation-based benefits for all other postretirement benefit plans.

4.00% for the life insurance benefits for SoCalGas’ represented employees. There are no compensation-based benefits for all other
postretirement benefit plans.

6.10% for EnergySouth pension plans, 6.00% for all others.

5.85% for the Executive Life Plan, 6.10% for all others.

4.50% for the unfunded pension plans and 4.00% for the funded pension plan for SoCalGas’ represented participants. An age-based formula is
used for all the other funded pension plans' participants.

4.50% for the unfunded pension plan. An age-based formula is used for the funded pension plan.

Healtr-Care Cost Trend Rates

Assumed health-care cost trend rates have a signtfeffect on the amounts that we report for #alth-care plan costs. Following
are the health-care cost trend rates applicalbeitpostretirement benefit plans:

2009 2008
ASSUMED HEALTH-CARE COST TREND RATES AT DECEMBER 31:
Health-care cost trend rate(1) 9.00 % 944 %
Rate to which the cost trend rate is assumed to decline (the ultimate trend) 550 % 550 %
Year that the rate reaches the ultimate trend 2016 2014 and 2016 (2)

M
@

In 2008, the rate is the weighted average of the increases for all of our health plans. The rate for these plans ranged from 8.50% to
10.00%.

The ultimate trend rate is reached in 2014 for HMOs and 2016 for Anthem Blue Cross in 2008.
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Sempra Energy

Consolidated SDG&E SoCalGas
1% 1% 1% 1% 1% 1%
(Dollars in millions) Increase Decrease Increase Decrease Increase Decrease

Effect on total of service and

interest cost components of net periodic

postretirement health-care benefit cost $ 1  $ 9) $ 1 3 1) $ 10 $ (8)
Effect on the health-care component of the

accumulated other postretirement

benefit obligation $ 101 % (83) $ 6 $ (5) $ 93 $ (76)

Plan Asset:

Investment Allocation Strategy for Sempra EnerBgssion Master Trus

Sempra Energy's pension master trust holds thesiments for the pension and other postretirememtfiteplans. We maintain
additional trusts as we discuss below for certdiBempra Utilities' other postretirement plans. @tthan index weight, the trusts do
not invest in securities of Sempra Energy.

The current asset allocation objective for the penmaster trust is to protect the funded statub@fplans while generating
sufficient returns to cover future benefit paymearsl accruals. We assess the portfolio performbp@®mparing actual returns w
relevant benchmarks, such as the Morgan StanleitaCaqternational (MSCI) US Investable Index, tM&Cl Pacific Rim and
Europe Indices, the MSCI Emerging Markets Index) tire Barclays Aggregate and Long Government Ciadites.

Both the equity and fixed income portions of theedsallocation use primarily passive investmeratstyies to achieve risk and return
exposures consistent with these indices. The finedme asset allocation consists of some longeatitur fixed income securities in
order to reduce plan exposure to interest ratatian. The foreign equity components provide a dhoglement, diversification and
exposure to different currencies and economies.

The asset allocation of the plans is reviewed lyRmnsion and Benefits Investment Committee (th@@ittee) on a regular basis.
When evaluating its strategic asset allocationGbmmittee considers many variables, including:

= long-term cost

= variability and level of contributions

= funded status

= arange of expected outcomes over varying configléaels

We maintain allocations at strategic levels withs@nable bands of variance. When asset class egpesches a minimum or
maximum level, we generally rebalance the portfolak to target allocations, unless the Committterchines otherwise.

Rate of Return Assumption

For all plans except the SDG&E postretirement medditans, we base the long-term rate of returnrapson on the asset-weighted-
average of the expected return for each asset #sslevelop the expected returns from examininggs of historical returns and
expectations for future returns from several investt and actuarial consultants. Specifically, wached a 7.0 percent return
expectation by assuming a 4.5 percent yield/retmra risk-free bond portfolio (treasury securitjieggjding a 50 basis point risk
premium for our investment grade bond portfolio andther 300 basis point risk premium for equityusities. A 70 percent
equity/30 percent bond portfolio mix results irogat portfolio return expectation of approximat&ly percent.

The expected rate of return for the SDG&E posteatient medical plan assets is based on the weightrdge after-tax expected
return of the portfolio's target asset allocati®B® percent equity/70 percent fixed income. Thediincome portfolio is invested in
tax-exempt municipal bond securities, while theiggportfolio is invested 25 percent S&P (Standé&r&oor's) 500 index/5 percent
MSCI EAFE index (MSCI Index for equity market perftance in Europe, Australasia and Far East).

Concentration of Risk

Plan assets are fully diversified across globaltggand bond markets, and other than what is irtditdy the target asset allocations,
contain no concentration of risk in any one ecompmnidustry, maturity, or geographic sector.
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SoCalGas' other postretirement benefit plans arddd by cash contributions from SoCalGas and ctretinees. The assets of these
plans are placed in the pension master trust dret doluntary Employee Beneficiary Association (VERrusts, as we detail belo
The assets in the VEBA trusts are invested at ic&irdllocations to the pension master trust, #@¢mat equities/30 percent bonds,
using primarily index funds. This allocation hagbdormulated to best suit the long-term naturthefobligations.

Investment Strategy for SDG&E's Postretirement kheBlans

SDG&E'’s postretirement health plans are fundeddshaontributions from SDG&E and current retirddse assets are placed in the
pension master trust and a VEBA trust, as we de&ddw. Assets in the pension master trust arestedeat the 70 percent equity/30
percent bond asset mix using index funds. Assetsa'VEBA trust are taxable and therefore havefardint asset allocation strate
These assets are invested with a target asseatidio®f 30 percent equity/70 percent bonds, wiltwrge portion of the bond portfo
placed in actively managed tax-exempt municipaldsohe equity portfolio is indexed.

Fair Value of Pension and Other Postretirement Bifdan Asset:

We classify the investments in Sempra Energy'sipemaaster trust and the trusts for the Sempratigs! other postretirement
benefit plans into:

= Level 1, for securities valued using quoted pritem active markets for identical assets;
= Level 2, for securities not traded on an activekaabut for which observable market inputs are itgaVailable;

= Level 3, for securities and investments valued thasethe lowest level of input that is significantthe fair value
measurement.

We provide more discussion of fair value measuramienNotes 1 and 2. The following table sets fdrgHevel within the fair value
hierarchy a summary of the investments in Sempexds's pension and other postretirement benefit fslests measured at faialue
on a recurring basis at December 31, 2009.
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FAIR VALUE MEASUREMENTS AT DECEMBER 31, 2009
(Dollars in millions)

Level 1 Level 2 Level 3 Total
Sempra Energy Consolidated
Pension Plans - Investment Assets
SDG&E (see table below) $ 459  $ 141 3 9 $ 609
SoCalGas (see table below) 996 304 19 1,319
Other Sempra Energy
Equity securities:
Domestic large-cap(1) 60 - - 60
Domestic mid-cap(1) 12 - - 12
Domestic small-cap(1) 8 - - 8
Foreign emerging market funds - 12 - 12
Foreign large-cap 30 - - 30
Foreign mid-cap 6 - - 6
Foreign small-cap 4 - - 4
Registered investment company 2 - - 2
Fixed income securities:
U.S. Treasury securities 15 - - 15
Other U.S. government securities - 13 - 13
Foreign government bonds - 1 - 1
Domestic corporate bonds(2) - 14 - 14
Foreign corporate bonds - 3 - 3
Other types of investments:
Private equity funds(3) (stated at net asset value) - - 2 2
Total other Sempra Energy(4) 137 43 2 182
Total Sempra Energy Consolidated(5) $ 1592 $ 488 $ 30 $ 2110

(1) Investments in common stock of domestic corporations stratified according to the MSCI 2500 index.

(2) Investment-grade bonds of U.S. issuers from diverse industries.
(3) Investments in venture capital and real estate funds.

(4) Excludes cash balance of $1 million.

(5) Excludes cash balance of $20 million.
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FAIR VALUE MEASUREMENTS AT DECEMBER 31, 2009
(Dollars in millions)

Level 1 Level 2 Level 3 Total
SDG&E
Equity securities:
Domestic large-cap(l) $ 198 % -8 -8 198
Domestic mid-cap(1) 41 - - 41
Domestic small-cap(1) 27 - - 27
Foreign emerging market funds - 37 - 37
Foreign large-cap 101 - - 101
Foreign mid-cap 21 - - 21
Foreign small-cap 15 - - 15
Registered investment company 5 - - 5
Fixed income securities:
U.S. Treasury securities 51 - - 51
Other U.S. government securities - 42 - 42
Domestic municipal bonds - 3 - 3
Foreign government bonds - 5 - 5
Domestic corporate bonds(2) - 48 - 48
Foreign corporate bonds - 11 - 11
Other types of investments:
Securities lending program(3) - (5) - (5)
Private equity funds(4) (stated at net asset value) - - 9 9
Total investment assets(5) $ 459  $ 141 3 9 $ 609
1) Investments in common stock of domestic corporations stratified according to the MSCI 2500 index.
) Investment grade bonds of U.S. issuers from diverse industries.
?3) An obligation to return collateral in excess of assets held under a securities lending agreement, allocated to each of the
plans that hold assets in the pension master trust. Some of the collateral held in asset-backed securities is impaired.
4) Investments in venture capital and real estate funds.

5) Excludes cash balance of $6 million.
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FAIR VALUE MEASUREMENTS AT DECEMBER 31, 2009
(Dollars in millions)

Level 1 Level 2 Level 3 Total
SoCalGas
Equity securities:
Domestic large-cap(l) $ 428  $ -8 -8 428
Domestic mid-cap(1) 88 - - 88
Domestic small-cap(1) 60 - - 60
Foreign emerging market funds - 81 - 81
Foreign large-cap 220 - - 220
Foreign mid-cap 46 - - 46
Foreign small-cap 33 - - 33
Registered investment company 11 - - 11
Fixed income securities:
U.S. Treasury securities 110 - - 110
Other U.S. government securities - 20 - 20
Domestic municipal bonds - 6 - 6
Foreign government bonds - 11 - 11
Domestic corporate bonds(2) - 104 - 104
Foreign corporate bonds - 23 - 23
Other types of investments:
Securities lending program(3) - (11) - (11)
Private equity funds(4) (stated at net asset value) - - 19 19
Total investment assets(5) $ 996 % 304 $ 19 $ 1,319
1) Investments in common stock of domestic corporations stratified according to the MSCI 2500 index.
) Investment grade bonds of U.S. issuers from diverse industries.
?3) An obligation to return collateral in excess of assets held under a securities lending agreement, allocated to each of the
plans that hold assets in the pension master trust. Some of the collateral held in asset-backed securities is impaired.
4) Investments in venture capital and real estate funds.
5) Excludes cash balance of $13 million.

The investments of the pension master trust akbattt the pension plans classified as Level 3 avate equity funds and represel
percentage of each plan's total allocated assétdlaws:

Private Equity Funds

(Dollars in millions) SDG&E SoCalGas All Other Total
Total Level 3 investment assets $ 9 3 19 $ 2 3 30
Percentage of total investment assets 1% 1% 1% 1%

The following table provides a reconciliation ofactyes in the fair value of investments classified evel 3:

LEVEL 3 RECONCILIATIONS
(Dollars in millions)
Private Equity Funds

SDG&E SoCalGas All Other Total
Balance as of January 1, 2009 $ 9% 21 $ 23 32
Realized gains - 1 - 1
Unrealized gains relating to instruments
still held at the reporting date - 2 - )
Purchases, sales and settlements - net - (1) - (1)
Balance as of December 31, 2009 $ 9% 19% 23 30

The fair values of the postretirement benefit @asets held in the pension master trust and iadtional trusts for SoCalGas'
postretirement benefit plans and SDG&E'S postnetinet benefit plans (PBOP plan trusts) at Decemibe2B09, by asset category
are as follows:

FAIR VALUE MEASUREMENTS AT DECEMBER 31, 2009
(Dollars in millions)
Level 1 Level 2 Level 3 Total

Sempra Energy Consolidated



Other Postretirement Benefit Plans - Investment assets
SDG&E (see table below)
SoCalGas (see table below)

Other Sempra Energy

Equity securities:

Domestic large-cap(1)

Domestic mid-cap(1)

Foreign emerging market funds

Foreign large-cap

Registered investment company
Fixed income securities:

U.S. Treasury securities

Other U.S. government securities

Foreign government bonds

Domestic corporate bonds(2)

Common/collective trusts(3)

Other types of investment:
Securities lending program(4)

Total other Sempra Energy

Total Sempra Energy Consolidated(5)
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201 323 528
4 - - 4
1 - - 1
- 2 - 2
1 - - 1
1 - - 1
2 - - 2
- 1 - 1
- 1 - 1
- 2 - 2
- 1 - 1
- 1) - (1)
9 6 - 15

250 369 5 % 624

(1) Investments in common stock of domestic corporations stratified according to the MSCI 2500 index.
(2) Investment-grade bonds of U.S. issuers from diverse industries.
(3) Investment in common/collective trusts held in a PBOP plan trust.

(4) An obligation to return collateral in excess of assets held under a securities lending agreement, allocated to each of the plans that hold

assets in the pension master trust. Some of the collateral held in asset-backed securities is impaired.
(5) Excludes cash balance of $34 million, $30 million of which is held in a SoCalGas PBOP plan trust.
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(Dollars in millions)

Level 1 Level 2 Level 3 Total
SDG&E
Equity securities:

Domestic large-cap(l) $ 19 $ - $ - $ 19

Domestic mid-cap(1) 4 - - 4

Domestic small-cap(1) 2 - - 2

Foreign emerging market funds - 2 - 2

Foreign large-cap 9 - - 9

Foreign mid-cap 2 - - 2

Foreign small-cap 1 - - 1
Fixed income securities:

U.S. Treasury securities 3 - - 3

Other U.S. government securities - 3 - 3

Domestic municipal bonds(2) - 10 - 10

Domestic corporate bonds(3) - 3 - 3

Foreign corporate bonds - 1 - 1

Common/collective trusts - 21 - 21
Other types of investment:

Private equity funds(4) (stated at net asset value) - - 1 1
Total investment assets $ 40 $ 40 $ 1 3 81
1) Investments in common stock of domestic corporations stratified according to the MSCI 2500 index.

2 Bonds of California municipalities held in the SDG&E PBOP plan trusts.
?3) Investment-grade bonds of U.S. issuers from diverse industries.

4) Investments in venture capital and real estate funds.
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FAIR VALUE MEASUREMENTS AT DECEMBER 31, 2009
(Dollars in millions)

Level 1 Level 2 Level 3 Total
SoCalGas
Equity securities:
Domestic large-cap(l) $ 86 - % - % 86
Domestic mid-cap(1) 18 - - 18
Domestic small-cap(1) 12 - - 12
Foreign emerging market funds - 16 - 16
Broad market fund(2) - 189 - 189
Foreign large-cap 45 - - 45
Foreign mid-cap 9 - - 9
Foreign small-cap 7 - - 7
Registered investment company 2 - - 2
Fixed income securities:
U.S. Treasury securities 22 - - 22
Other U.S. government securities - 18 - 18
Domestic municipal bonds - 1 - 1
Foreign government bonds - 2 - 2
Domestic corporate bonds(3) - 21 - 21
Foreign corporate bonds - 5 - 5
Common/collective trusts(4) - 73 - 73
Other types of investments:
Securities lending program(5) - 2) - 2)
Private equity funds(6) (stated at net asset value) - - 4 4
Total investment assets(7) $ 201 % 323 % 4 $ 528
1) Investments in common stock of domestic corporations stratified according to the MSCI 2500 index.
2) A passively managed broad market fund held in a SoCalGas PBOP plan trust.
?3) Investment-grade bonds of U.S. issuers from diverse industries.
4) Investment in common/collective trusts held in a PBOP plan trust.

(5) An obligation to return collateral in excess of assets held under a securities lending agreement, allocated to each of
the plans that hold assets in the pension master trust. Some of the collateral held in asset-backed securities is
impaired.

(6) Investments in venture capital and real estate funds.

@) Excludes cash balance of $34 million, $30 million of which is held in a SoCalGas PBOP plan trust.

The investments of the pension master trust akbactd the postretirement benefit plans classifetevel 3 are private equity funds
and represent a percentage of each plan's totabédld assets as follows:

Private Equity Funds

(Dollars in millions) SDG&E SoCalGas Total
Total Level 3 investment assets $ 1 3 4 % 5
Percentage of total investment assets 1% 1% 1%

There were no changes in the fair value of thegesiments in 2009.

Securities Lending

The pension master trust participates in secuilgieding programs through agents that are managedternal investment advisors.
Under these programs, the Sempra Energy pensistréquires collateral in the form of cash equdl@a percent and 105 percent of
the fair value of the loaned domestic and foreigeusities, respectively. The trust maintains effectontrol of the loaned
investments during the terms of the agreemenhaththey may recall the securities loaned at ang fprior to the maturity of the
agreement. Upon maturity of the agreement, theolar must return the same, or substantially theesamrestments that were
borrowed. The risks of securities lending programetude collateral reinvestment risk, trade set#atrrisk, borrower default and
operational negligence. All agents engaged thrabglsecurities lending programs provide indemrniiicaagainst trade settlement
risk and operational negligence. Additionally, #gent of the separately managed account providiesnnification against borrower
defaults. Under the securities lending programh cadlateral received may be invested in variouslfj managed by the external
agents, in a manner that generally seeks to pregeincipal, and to provide liquidity and currencdme. The collateral received on
the Sempra Energy pension trust's securities loantitt separately managed account that was ragt/ethe fair values of such
investments and the resulting unrealized losse$ Becember 31, 2009 and 2008 are as follows:

SECURITIES LENDING
(Dollars in millions)
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Fair Value of Fair Value of

Collateral Invested Collateral Invested

Received Collateral Unrealized Loss Received Collateral Unrealized Loss
2009
SDG&E $ 88 $ 83 $ (5) $ 6 $ 6 $ -
SoCalGas 191 180 (11) 38 36 2
Other Sempra Energy 25 25 - 2 1 Q)
Total $ 304 $ 288 $ (16) $ 46 $ 43 $ 3
2008
SDG&E $ 157 $ 146 $ (11) $ 9 $ 8 $ Q)
SoCalGas 360 334 (26) 76 70 (6)
Other Sempra Energy 41 38 3 3 3 -
Total $ 558 $ 518 $ (40) $ 88 $ 81 $ @)

Collateral received was reinvested in a portfofitneestments, through an agent, mostly consistiyAA-rated asset backed
floating rate notes, and floating rate notes r#t2adr better at the time of purchase by Moody’'sdstor Service or A by S&P.

Derivative Financial Instrument

In accordance with the Company’s pension investrgaittelines, derivative financial instruments ased by the pension master
trust's equity and fixed income portfolio investmemanagers. Futures and foreign currency exchaogeacts are used primarily to
rebalance the fixed income/equity allocation of pleasion master trust’s portfolio and to hedg@rh portion of the currency risk
component of the foreign equity investments. Cuydmedge positions are not permitted to exceedetred of underlying foreign
security exposure in the pension master trustatedlassets. Some of the fixed income investmenageas are permitted to use
certain specified types of derivative instrumergpart of their respective strategies. These sfieganclude the use of futures and
options as substitutes for certain types of fixezbime securities. During 2009 and 2008, the pensiaster trust owned shares in
funds that held futures contracts and foreign cwaydorward contracts. In 2009 and 2008, such fundshich the pension master
trust owned shares were the S&P 1500 Index an&dheign Equity Index managed by Barclay’s Globalestors. As these futures
contracts are not held directly by the pension erastist, they are not included in the followingalission.

At December 31, 2009 and 2008, the pension masigrdid not directly hold any futures or curreriogward contracts. As we
discuss above, interest rate swaps are used girgcttonjunction with the securities lending pragr and indirectly, through an inc
fund in the pension master trust.

The asset allocations for our plans' assets atrbleee31, 2008, by asset category were as follows:

Sempra Energy

Consolidated SDG&E SoCalGas
Pension Master Trust Postretirement Health Plans Other PBOP Plans
U.S. equity 42 % 28 % 61 %
Foreign equity 22 4 -
Fixed income 36 68 39
Total 100 % 100 % 100 %

Future Payments
We expect to contribute the following amounts to pension and other postretirement benefit plarZdit0:

Sempra Energy

(Dollars in millions) Consolidated SDG&E SoCalGas
Pension plans $ 168 $ 58 $ 82
Other postretirement benefit plans 55 16 36

The following two tables show the total benefits expect to pay for the next 10 years to currentleyges and retirees from the
plans or from company assets.

Sempra Energy Consolidated SDG&E SoCalGas
Other Other Other
Pension Postretirement Pension Postretirement Pension Postretirement
(Dollars in millions) Benefits Benefits Benefits Benefits Benefits Benefits
2010 $ 294 $ 48 $ 86 $ 7 $ 170 $ 38
2011 304 51 89 8 169 40
2012 301 54 84 9 167 41
2013 292 57 85 10 176 43
2014 299 60 86 11 177 46

2015-2019 1,408 353 397 67 848 265
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Sempra

Energy
(Dollars in millions) Consolidated SDG&E SoCalGas
2010 $ 3% -$ 2
2011 3 - 2
2012 3 - 3
2013 3 - 3
2014 4 3
2015-2019 23 4 18

SAVINGS PLANS

Sempra Energy offers trusteed savings plans enatlloyees. Participation in the plans is immediatesalary deferrals for all
employees except for the represented employeesCalSas, who are eligible upon completion of onary# service. Subject to pl
provisions, employees may contribute from one part®e25 percent of their regular earnings whery thegin employment. After
one year of the employee's completed service, Sefpergy makes matching contributions. Employetrdmution amounts and
methodology vary by plan, but generally the conttitins are equal to 50 percent of the first 6 paroé eligible base salary
contributed by employees and, if certain comparsigiare met, an additional amount related to ineemompensation payments.

Employer contributions are initially invested innf§gra Energy common stock, but the employee magfieathe contribution to
other investments. Employee contributions are itee8 Sempra Energy stock, mutual funds or inttinal trusts (the same
investments to which employees may direct the eygploontributions), which the employee selectsSémpra Energy plans,
employee contributions may also be invested in@nuaed investment contracts. Employer contributfonshe Sempra Energy and
SoCalGas plans are partially funded by the ESOétnexd to below.

Contributions to the savings plans were as follows:

(Dollars in millions) 2009 2008 2007

Sempra Energy Consolidated $ 31 % 32$ 31
SDG&E 13 13 12
PE/SoCalGas 13 12 12

The market value of Sempra Energy common stock inelthe savings plans was $919 million and $70@ienilat December 31,
2009 and 2008, respectively.

EMPLOYEE STOCK OWNERSHIP PLAN

All contributions to the ESOP Trust (described iot&l6) are made by Sempra Energy; there are noilzotibns made by the
participants. As Sempra Energy makes contributittessESOP debt service is paid and shares areseglém proportion to the total
expected debt service. We charge compensation s&ard credit equity for the market value of tHeased shares. Dividends on
unallocated shares are used to pay debt servicararapplied against the liability. The shares twgithe Trust are unallocated and
consist of 0.9 million shares of Sempra Energy comistock with a fair value of $49 million at Deceent31, 2009, and 1.2 million
shares of Sempra Energy common stock with a fairevaf $50 million at December 31, 2008.

NOTE 10. SHARE-BASED COMPENSATION

SEMPRA ENERGY EQUITY COMPENSATION PLANS

Sempra Energy has share-based compensation ptandéa to align employee and shareholder objectdlated to the long-term
growth of Sempra Energy. The plans permit a widéetyaof share-based awards, including:

= non-qualified stock options
= incentive stock options

= restricted stock

= restricted stock units

= stock appreciation rights

= performance awards

= stock payments

= dividend equivalents

Eligible Sempra Utilities employees participateSempra Energy's share-based compensation plansoaspmnent of their
compensation packag
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= Non-Qualified Stock Option©ptions have an exercise price equal to the mamket of the common stock at figge 5255 of 7002
date of grant, are service-based, become exereisall a four-year period, and expire 10 years filoendate of
grant. Vesting and/or the ability to exercise mayalscelerated upon a change in control, in accosdasith
severance pay agreements or upon eligibility farement. Options are subject to forfeiture or ieamtxpiration
when an employee terminates employment.

Restricted StockSubstantially all restricted stock awards veshatend of four-year performance periods based
on Sempra Energy’s total return to shareholdeggivel to that of market indices. Vesting is subjectarlier
forfeiture upon termination of employment and aecated vesting upon a change in control, in accarelavith
severance pay agreements or upon eligibility farement. Holders of restricted stock have fullimgtrights.
They also have full dividend rights; however, desdls paid on restricted stock held by officersranevested to
purchase additional shares that become subjebetsame vesting conditions as the restricted stoakich the
dividends relate.

Restricted Stock Unit®Restricted stock unit awards vest at the end afjear performance periods based on
Sempra Energy’s total return to shareholders redat that of market indices. If Sempra Energytalteeturn to
shareholders exceeds the target levels establistat the 2008 Long Term Incentive Plan for awgrdsted
beginning in 2008, up to an additional 50 percdrthe number of granted restricted stock units tmayssued. If
Sempra Energy's total return to shareholders mb#ie target levels, shares are subject to pastisting on a
pro rata basis. Vesting is subject to earlier fitufe upon termination of employment and acceleratesting
upon a change in control, in accordance with sexergay agreements or upon eligibility for retiremne
Dividend equivalents on shares subject to resttisteck units are reinvested to purchase additisinales that
become subject to the same vesting conditionseasetitricted stock units to which the dividendste!

The Sempra Energy 2008 Long Term Incentive PlafEfargySouth, Inc. Employees and Other Eligibleviddials (the Plan)
authorizes the issuance of up to 302,478 shar€smfra Energy common stock. In connection withattguisition of EnergySouth
in October 2008, we adopted the Plan to utilizesti@res remaining available for future awards utide£2008 Incentive Plan of
EnergySouth, Inc. (the Prior Plan). All awards tansling under the Prior Plan at the time of theu&ition were canceled, and the
holders were paid the merger consideration in alzoare with the terms of the merger agreement. Tare ffovides for the grant of
substantially the same types of share-based aWeaittusr than incentive stock options) that are add under the Sempra Energy
2008 Long Term Incentive Plan.

SHARE-BASED AWARDS AND COMPENSATION EXPENSE

We measure and recognize compensation expensk $base-based payment awards made to our emplayekdirectors based on
estimated fair values on the date of grant. Wegeize compensation costs net of an estimated foréerate (based on historical
experience) and recognize the compensation costofequalified stock options and restricted stankl stock units on a straiglitie
basis over the requisite service period of the dyahich is generally four years. However, in tiarythat an employee becomes
eligible for retirement, the remaining expenseteaao the employee's awards is recognized immelgigubstantially all awards
outstanding are classified as equity instrumehexefore we recognize additional paid in capitavagecognize the compensation
expense associated with the awards.

As of December 31, 2009, 5,421,920 shares were@andd and available for future grants of sharesdamvards. Company practice
is to satisfy share-based awards by issuing neveshiather than by open-market purchases.

Total share-based compensation expense for akwipB Energy’s share-based awards was comprisetiags:

SHARE-BASED COMPENSATION EXPENSE - SEMPRA ENERGY CO NSOLIDATED
(Dollars in millions, except per share amounts)
Years ended December 31,

2009 2008 2007
Share-based compensation expense, before income taxes $ 34 % 44 % 45
Income tax benefit (13) a7 @a7)
$ 21 $ 27 $ 28

Share-based compensation expense, net of income taxes I
Net share-based compensation expense, per common share
Basic $ 0.09 $ 011 $ 0.11
Diluted $ 0.08 $ 011 $ 0.11

Sempra Energy’s capitalized compensation cost Wwasiflion in 2009, $5 million in 2008 and $3 millidn 2007.

We classify the tax benefits resulting from tax wgttbns in excess of the tax benefit related tomemsation cost recognized for
stock option exercises as financing cash flows.

Sempra Energy subsidiaries record an expensedagléms to the extent that subsidiary employeeticgaate in the plans and/or the
subsidiaries are allocated a portion of the SerEmergy plans’ corporate staff costs. Expenses apdadized compensation cost
recorded by SDG&E and SoCalGas were as follows:

SHARE-BASED COMPENSATION EXPENSE - SDG&E AND SOCALG AS
(Dollars in millions)
Years ended December 31,
2009 2008 2007
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Compensation expense $ 6 $ 8 3 Pgge 5256 of 7002
Capitalized compensation cost 3 3 2
SoCalGas
Compensation expense $ 7 % 9 % 8
Capitalized compensation cost 2 2 1

SEMPRA ENERGY NON-QUALIFIED STOCK OPTIONS

We use a Black-Scholes option-pricing model (Bl&gdkoles model) to estimate the fair value of eamhaualified stock option
grant. The use of a valuation model requires umdke certain assumptions about selected modelsngupected volatility is
calculated based on the historical volatility offga Energy’s stock price. We base the averagecéxgdife for options issued in
2009 and 2008 on the contractual term of the opiwh expected employee exercise and frstination behavior. We developed
average expected life for options issued in 20Q# thie simplified approach in accordance with Sitiesrand Exchange
Commission guidance
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the date of the grant. The weighted-averageshare fair values for options granted were $5.22000, $12.53 inP20082ado$7808:
2007. To calculate these fair values, we used thekBScholes model with the following weighted-aage assumptions:

2009 2008 2007
Stock price volatility 18% 19% 21%
Risk-free rate of return 1.9% 3.6% 4.7%
Annual dividend yield 3.2% 2.0% 2.1%
Expected life 5.6 years 6.4 years 6.2 years

The following table shows a summary of the non-fjgal stock options as of December 31, 2009 aniyiacfor the year then
ended:

NON-QUALIFIED STOCK OPTIONS

Weighted-
Weighted- Average
Shares Average Remaining Aggregate
Under Exercise Contractual Term Intrinsic Value
Option Price (in years) (in millions)
Outstanding at December 31, 2008 6,852,256 $ 36.42
Granted 918,200 $ 43.87
Exercised (1,835,184) $ 25.46 $ 45
Forfeited/canceled (17,925) $ 50.65
Outstanding at December 31, 2009 —idl$ 4093 5.3 $ 94
Vested or expected to vest, at December 31, 2009 5,871,335 $ 40.85 5.3 $ 94
Exercisable at December 31, 2009 3,953,822 $ 35.89 4.1 $ 81

The aggregate intrinsic value at December 31, 20@® total of the difference between Sempra Brisrgosing stock price and the
exercise price for all in-the-money options. Thaltéair value of shares vested in the last thregry was

= $9 million in 2009
= $8 million in 2008
= $7 million in 2007

The $5 million of total compensation cost relatechdonvested stock options not yet recognized &eckmber 31, 2009 is expected
to be recognized over a weighted-average pericilofears.

We received cash from option exercises during 2668ing $47 million. The realized tax benefits for the sharesdhpayment
award deductions, in addition to the $13 millioméfit shown above, totaled $33 million for 2009.

SEMPRA ENERGY RESTRICTED STOCK AWARDS AND UNITS

We use a Monte-Carlo simulation model to estimlagefair value of the restricted stock awards antsu@ur determination of fair
value is affected by the volatility of the stockagarand the dividend yields for Sempra Energy asig@er group companies. The
valuation also is affected by the risk-free rategeturn, and a number of other variables. Belowvkay assumptions for Sempra
Energy:

2009 2008 2007
Risk-free rate of return 1.4% 3.1% 4.6%
Annual dividend yield 3.2% 2.3% 2.2%

Stock price volatility 25% 18% 19%
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We provide a summary of Sempra Energy’s restristedk awards as of December 31, 2009 and the gotiviing the year below.

RESTRICTED STOCK AWARDS

Weighted-
Average

Grant-Date

Shares Fair Value
Nonvested at December 31, 2008 1,710,988 $ 34.06
Granted 37,233 % 40.34
Vested (885,814) $ 30.11
Forfeited (4,000) $ 34.20
Nonvested at December 31, 2009 858,407 $ 38.36
Vested or expected to vest, at December 31, 2009 851,958 $ 38.37

The $4 million of total compensation cost relatecidonvested restricted stock awards not yet rezedris of December 31, 2009 is
expected to be recognized over a weighted-averagediof 1.2 years. The total fair value of sharested in the last three years was

= $27 million in 2009
= $39 million in 2008
= $37 million in 2007

Restricted Stock Unit
We provide a summary of Sempra Energy’s restristedk units as of December 31, 2009 and the agtiliting the year below.

RESTRICTED STOCK UNITS

Weighted-
Average

Grant-Date

Units Fair Value
Nonvested at December 31, 2008 626,350 $ 52.70
Granted 907,700 $ 35.96
Forfeited (11,400) 3 40.71
Nonvested at December 31, 2009(1) ﬂ $ 43.03
Vested or expected to vest, at December 31, 2009 1,473,935 $ 43.12

1) Each unit represents the right to receive one share of our common stock if applicable performance
conditions are satisfied. Up to an additional 50% of the shares represented by the units may be
issued if Sempra Energy exceeds target performance conditions.

The $21 million of total compensation cost relaiedonvested restricted stock units not yet reczgghias of December 31, 2009 is
expected to be recognized over a weighted-averagediof 2.6 years.

NOTE 11. DERIVATIVE FINANCIAL INSTRUMENTS

On January 1, 2009, we adopted SFAS 161 (ASC &l8jsaussed in Note 2. The adoption had no impacuo consolidated
financial statements, but requires additional disgtes, which we provide below. Comparative disales for periods prior to the
date of adoption are not required and we have rmtiged them.

We use derivative instruments primarily to managgosures arising in the normal course of businBlsese exposures are
commodity market risk and benchmark interest rigte Our use of derivatives for these risks isgnéted into the economic
management of our anticipated revenues, anticipatpdnses, assets and liabilities. Derivatives beagffective in mitigating these
risks that could lead to declines in anticipategereies or increases in anticipated expenses, bothasset values may fall or our
liabilities increase. Accordingly, our derivativetizity summarized below generally represents apaiat that is intended to offset
associated revenues, expenses, assets or liabiliit are not presented below.

We record all derivatives at fair value on the Giigsited Balance Sheets. We designate each desvasi 1) a cash flow hedge, 2) a
fair value hedge, or 3) undesignated. Dependintherapplicability of hedge accounting and, for 8enpra Utilities and other
operations subject to regulatory accounting, tlygiirement to pass impacts through to customersntpact of derivative
instruments may be offset in other comprehensiverite (cash flow hedge), on the balance sheetudhie hedges and regulatory
offsets), or recognized in earnings. We classifstcflows from the settlements of derivative instemts as operating activities on
Statements of Consolidated Cash Flows.

In certain cases, we apply the normal purchasalerexception to derivative accounting and haverotommodity contracts that ¢
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HEDGE ACCOUNTING

We may designate a derivative as a cash flow hgdgstrument if it effectively converts anticipatem/enues or expenses to a fixed
dollar amount. We may utilize cash flow hedge aatimg for derivative commaodity instruments and et rate instruments.
Designating cash flow hedges is dependent on thiméss context in which the instrument is beinglutiee effectiveness of the
instrument in offsetting the risk that a given fi@uevenue or expense item may vary, and otharieit

We may designate an interest rate derivative as &dlue hedging instrument if it effectively cams our own debt from a fixed
interest rate to a variable rate. The combinatiothe derivative and debt instruments resultsxm{ that portion of the fair value of
the debt that is related to benchmark interessr&esignating fair value hedges is dependent einstrument being used, the
effectiveness of the instrument in offsetting clesimn the fair value of our debt instruments, atiéiocriteria.

ENERGY DERIVATIVES

Our market risk is primarily related to natural gasl electricity price volatility and the specifibysical locations where we transact.
We use energy derivatives to manage these risksu$a of energy derivatives in our various busieesepends on the particular
energy market, and the operating and regulatorir@mwents applicable to the business.

= The Sempra Utilities use natural gas energy devieston their customers' behalf, with the objextif managing
price risk and lowering natural gas costs. Theswaléves include fixed price natural gas positioogtions, and
basis risk instruments and are governed by riskagpament and transacting activity plans that haea lfiked
with and approved by the CPUC. Natural gas dexeadictivities are recorded as commodity costsahabffset
by regulatory account balances and are recoveretés. Net commodity cost impacts on the Constditia
Statements of Operations are reflected in Costexdtic Fuel and Purchased Power or in Cost of N&tBas.

= SDG&E is allocated and may purchase congestiomeveights (CRRs), which serve to reduce the region
electricity price volatility risk which may resutom local transmission capacity constraints. Ulized gains and
losses do not impact earnings, as they are offsetdulatory account balances. Realized gains essbb
associated with CRRs are recorded in Cost of HteEtrel and Purchased Power on the ConsolidatedrSeats
of Operations. We provide further discussion inéNd5.

= Sempra Generation uses natural gas and electnsifyuments to market and optimize the earningssqfower
generation fleet. Gains and losses associatedthetfe derivatives are recognized in Sempra GlaimhParent
Revenues or in Cost of Natural Gas, Electric Fndl Rurchased Power on the Consolidated Statemgnts o
Operations.

Sempra LNG and Sempra Pipelines & Storage usealajas derivatives to market and optimize the egsbf
the liquefied natural gas business and SempraiRgset Storage's natural gas storage and transoriassets.
Sempra Pipelines & Storage also uses natural gagederivatives with the objective of managingpriisk and
lowering natural gas prices at its Mexican distfiia operations. Sempra Pipelines & Storage’s dgifres are
either undesignated or are recorded as commoditig toat are offset by regulatory account balaacelsare
recovered in rates. Sempra LNG'’s derivatives adesignated and their impact on earnings is recarded
Sempra Global and Parent Revenues on the ConsadiGaatements of Operations. The impacts on eggire
recognized in Sempra Global and Parent RevenuiesQost of Natural Gas, Electric Fuel and Purchd@eder
on the Consolidated Statements of Operations.

From time to time, our various businesses, inclgdire Sempra Utilities, may use other energy déviga to hedge exposures such
as the price of vehicle fuel. These derivativestgpecally accounted for as cash flow hedges.

We summarize net commodity derivative volumes adadfember 31, 2009 as follows:

Business Unit and Commodity Volume
Sempra Utilities:
SDG&E:
Natural gas 44 million MMBtu (1)
Congestion revenue rights 18 million MWh (2)
SoCalGas - natural gas 1 million MMBtu

Sempra Global:

Sempra LNG - natural gas 8 million MMBtu
Sempra Generation - electric power 1 million MWh
1) Million British thermal units (of natural gas)
2) Megawatt hours

In addition to the amounts noted above, we freduerse commaodity derivatives to manage risks asgediwith the physical
locations of our customers, assets and other adn@tbobligations, such as natural gas purchases.

INTEREST RATE DERIVATIVES

We are exposed to interest rates primarily asatreour current and expected use of financing périodically enter into interest
rate derivative agreements intended to moderatexposure to interest rates and to lower our olveeats of borrowing. We utilize
interest rate swaps typically designated as fdirevhedges, as a means to achieve our targetddfevariable rate debt as a percent
of total debt. In addition, we may utilize intereate swaps, which are typically designated as fltashhedges, to lock in interest
rates in anticipation of future financing:
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constraints, and the impact of interest rate déviga may not be recovered from customers as timglgescribed above with regard
to natural gas derivatives. Accordingly, interegerderivatives are generally accounted for asdgedythe Sempra Utilities, as at the
rest of Sempra Energy's subsidiaries.

The net notional amounts of our interest-rate ddives as of December 31, 2009 and December 3B, ®@fe:

December 31, 2009 December 31, 2008
(Dollars in millions) Notional Debt Maturities Notional Debt Maturities
Sempra Energy Consolidated(1) $ 75-355 2010-2019 $ 65-355 2009-2019
SDG&E(1) 285-375 2019 285-515 2009-2019
SoCalGas 150 2011 150 2011

(1) Includes Otay Mesa VIE. All of SDG&E's interest rate derivatives relate to Otay Mesa VIE.
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FINANCIAL STATEMENT PRESENTATION

The following table provides the fair values ofigative instruments, without consideration of mardeposits held or posted, on the
Consolidated Balance Sheets as of December 31; 2009

DERIVATIVE INSTRUMENTS ON THE CONSOLIDATED BALANCE SHEETS
(Dollars in millions)
December 31, 2009

Deferred
credits
Current Current and other
assets: liabilities: liabilities:
Fixed-price Investments Fixed-price Fixed-price
contracts and other contracts contracts
and other assets: and other and other
Derivatives designated as hedging instruments derivatives(1) Sundry derivatives(2) derivatives
Sempra Energy Consolidated:
Interest rate instruments $ 12 3 2 % - % -
Commodity contracts not subject to rate recovery 1 - - -
Total $ 13 3 2 % - $ -
]
SoCalGas:
Interest rate instruments $ 6 $ 2 % - 8 -

Derivatives not designated as hedging instruments
Sempra Energy Consolidated:

Interest rate instruments(3) $ 9 % 15 $ 25) $ (33)
Commodity contracts not subject to rate recovery 74 30 (64) (42)
Associated offsetting commodity contracts (34) (6) 34 6
Commodity contracts subject to rate recovery 20 7 (20) (13)
Associated offsetting commodity contracts (14) (9) 14 9
Total $ 5 % 37 % 61) $ (73)
SDG&E:
Interest rate instruments(3) $ - $ -8 a7 s (26)
Commodity contracts subject to rate recovery 18 7 (23) 9)
Associated offsetting commodity contracts (23) 9) 13 9
Total $ 5 % 2 $ 17 % (26)
SoCalGas:
Commodity contracts subject to rate recovery $ 2 3 - % @ $ -
Associated offsetting commodity contracts (1) - 1 -
Total $ 1 $ - $ - $ -

(1) Included in Current assets: Other for SoCalGas.
(2) Included in Current liabilities: Other for SoCalGas.
(3) Includes Otay Mesa VIE. All of SDG&E's amounts relate to Otay Mesa VIE.
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FAIR VALUE HEDGE IMPACT ON THE CONSOLIDATED STATEME NTS OF OPERATIONS
(Dollars in millions)
Year ended December 31, 2009
Gain (loss) on derivative
recognized in earnings

Location Amount

Sempra Energy Consolidated:

Interest rate instruments Interest Expense $ 19

Interest rate instruments Other Income (Expense), Net (11)

Total $ 8
SoCalGas:

Interest rate instrument Interest Expense $ 6

Interest rate instrument Other Income (Expense), Net (2)

Total $ 4

CASH FLOW HEDGE IMPACT ON THE CONSOLIDATED STATEMEN TS OF OPERATIONS
(Dollars in millions)
Year ended December 31, 2009

Amount of pretax

gain (loss)
on derivative Gain (loss) reclassified from AOCI
recognized in OCI into earnings (effective portion)
(effective portion) Location Amount
Sempra Energy Consolidated:
Interest rate instruments $ - Interest Expense $ 2)
Interest rate instruments 13 Other Income, Net(1) 3
Commodity contracts not subject Revenues: Sempra Global
to rate recovery 17 and Parent 22
Commodity contracts not subject Cost of Natural Gas, Electric
to rate recovery - Fuel and Purchased Power (16)
Commodity contracts not subject
to rate recovery 1 Operation and Maintenance 2
Commodity contracts not subject Equity Earnings: RBS
to rate recovery 37 Sempra Commodities LLP 7
Total $ 68 $ 16
SDG&E:
Interest rate instruments $ - Interest Expense $ 3
Commodity contracts not subject
to rate recovery - Operation and Maintenance 1
Total $ - $ 4
SoCalGas:
Interest rate instrument $ - Interest Expense $ 4
Commodity contracts not subject
to rate recovery 1 Operation and Maintenance 1
Total $ 1 $ (3)

(1) Gains reclassified into earnings due to changes in timing of forecasted interest payments.

In the third quarter of 2005, Sempra Energy entérexderivative transactions to hedge future ie¢epayments associated with
forecasted borrowings of $450 million for facilgieelated to Sempra LNG’s Energia Costa Azul ptojHte swaps expire in 2027.
During the second quarter of 2007, we revised ouardwing plans in anticipation of receiving netlcgsoceeds in connection with
the sale of the commodities-marketing businessesoringly, as of June 30, 2007, we reclassifieddish flow hedge gain of $30
million pretax from Accumulated Other Comprehendiveome (Loss) to Other Income (Expense), Net mGonsolidated
Statements of Operations. In August 2007, we edtieite interest rate swaps with a collective natiorelue of $450 million to
economically offset the original swap instruments.

Sempra Energy expects that gains of $12 milliorictvlare net of income tax expense, that are cuyremtorded in Accumulated
Other Comprehensive Income (Loss) related to dashliedges will be reclassified into earnings dgrihe next twelve months as
the hedged items affect earnings. Actual amounitsately reclassified to earnings depend on themodity prices and interest ra
in effect when derivative contracts that are culyeoutstanding mature. For all forecasted trarisast the maximum term over
which we are hedging exposures to the variabilitgash flows, excluding interest payments, is 3the at December 31, 2009. ~
maximum term over which RBS Sempra Commodities bBedgrecasted natural gas purchases and salesyisess.

SDG&E and SoCalGas expect that losses of $1 mibliwsh $3 million, respectively, which are net ofante tax benefit, that a
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HEDGE INEFFECTIVENESS

We recorded negligible hedge ineffectiveness irR26@llowing is a summary of the hedge ineffecte®ngains (losses) in 2008 ¢
2007 for Sempra Energy. Information related toSeenpra Utilities is noted separately within thddab

Years ended December 31,

(Dollars in millions) 2008 2007
Commodity hedges(1):
Cash flow hedges $ ?3)%$ 3
Fair value hedges 9) 29
Time value exclusions from hedge assessment - 192
Total unrealized gains (losses) (12) 224
Interest rate hedges(2):
Cash flow hedges held by SDG&E(3) 1) 3
Total unrealized losses (1) (3)
Total ineffectiveness gains (losses) $ (13)% 221

1) For commodity derivative instruments, we record ineffectiveness gains (losses) in Revenues from
Sempra Global and Parent on the Consolidated Statements of Operations.

2) For interest rate swap instruments, all companies record ineffectiveness gains (losses) in Other
Income (Expense), Net on the Consolidated Statements of Operations.

?3) These losses include $(1) million in 2008 and a negligible amount in 2007 associated with Otay
Mesa VIE.

For commodity derivative instruments designatethassalue hedges,

= the ineffectiveness gains relate to hedges of codityngventory and include gains that representtiime value
of money, which is excluded for hedge assessmeapbges.

For commodity derivative instruments designatedash flow hedges,

= the ineffectiveness amounts relate to hedges ofalagas purchases and sales related to transpartatd
storage capacity arrangements.

These commodity derivative instruments were heldiwyycommodities-marketing businesses.
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UNDESIGNATED DERIVATIVE IMPACT ON THE CONSOLIDATED STATEMENTS OF OPERATIONS

(Dollars in millions)

Gain (loss) on derivative recognized in earnings

Year ended

Location December 31, 2009

Sempra Energy Consolidated:

Interest rate instruments(1) Other Income (Expense), Net $ 30
Commodity contracts not subject

to rate recovery Revenues: Sempra Global and Parent 47
Commodity contracts not subject Cost of Natural Gas, Electric

to rate recovery Fuel and Purchased Power (39)
Commodity contracts subject

to rate recovery Cost of Natural Gas 5)
Commodity contracts subject Cost of Electric Fuel

to rate recovery and Purchased Power (54)
Commodity contracts subject Cost of Natural Gas, Electric

to rate recovery Fuel and Purchased Power (5)
Total $ (26)

SDG&E:

Interest rate instruments(1) Other Income (Expense), Net $ 27
Commodity contracts subject Cost of Electric Fuel

to rate recovery and Purchased Power (54)
Total $ (27)

SoCaIGas:—

Commodity contracts subject

to rate recovery Cost of Natural Gas $ 5)

(1) Related to Otay Mesa VIE. Sempra Energy Consolidated also includes additional instruments.

CONTINGENT FEATURES

For Sempra Energy and SDG&E, certain of our defreanstruments contain credit limits which varypgading upon our credit
rating. Generally, these provisions, if applicalotey reduce our credit limit if a specified crediting agency reduces our rating. In
certain cases, if our credit rating were to falolweinvestment grade, the counterparty to theswvdtve liability instruments could
request immediate payment or demand immediate agdig full collateralization.

For Sempra Energy, the total fair value of thisugrof derivative instruments in a net liability fam at December 31, 2009 is
$4 million. As of December 31, 2009, if the crediting of Sempra Energy were reduced below investgede, $4 million of
additional assets could be required to be postedlteral for these derivative contracts.

For Sempra Energy, SDG&E, PE and SoCalGas, soroeraferivative contracts contain a provision thatid permit the
counterparty, in certain circumstances, to reqadstjuate assurance of our performance under thacorsuch additional
assurance, if needed, is not material and is mttded in the amounts above.

NOTE 12. FAIR VALUE MEASUREMENTS

FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair values of certain of our financial instremts (cash, temporary investments, accounts armed meteivable, dividends and
accounts payable, short-term debt and customersitspapproximate their carrying amounts. The felltg table provides the
carrying amounts and fair values of the remainingricial instruments at December 31:

FAIR VALUE OF FINANCIAL INSTRUMENTS
(Dollars in millions)

2009 2008
Carrying Fair Carrying Fair
Amount Value Amount Value
Sempra Energy Consolidated:
Investments in affordable housing partnerships(1) $ 34 $ 59 $ 43 3 63
Total long-term debt(2) 8,050 8,618 6,962 7,013
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SDG&E:

Total long-term debt(3) $ 2,672 % 2828 $ 2,146  $ 2,073

Contingently redeemable preferred stock 79 76 79 71

PE and SoCalGas:

Total long-term debt(4) $ 1,296 $ 1,382 % 1,372 $ 1,333

PE:
Preferred stock $ 80 $ 61 $ 80 $ 59
Preferred stock of subsidiary 20 19 20 19
$ 100 $ 80 $ 100 $ 78
]
SoCalGas:
Preferred stock $ 22 % 20 % 22  $ 20

(1) We discuss our investments in affordable housing partnerships in Note 4.

(2) Before reductions for unamortized discount of $17 million at December 31, 2009 and $8 million at December 31, 2008.
(3) Before reductions for unamortized discount of $4 million at December 31, 2009 and $2 million at December 31, 2008.
(4) Before reductions for unamortized discount of $2 million at December 31, 2009 and $2 million at December 31, 2008.

Sempra Energy based the fair values of investniergfordable housing partnerships on the preseahtevof estimated future cash
flows, discounted at rates available for similarestments. Sempra Energy estimated the fair vatidebt incurred to acquire
affordable housing partnerships based on the preséure of the future cash flows, discounted agatvailable for similar notes wi
comparable maturities.

All entities based the fair values of the long-tetabt and preferred stock on their quoted markieepror quoted market prices for
similar securities.

Derivative Positions Net of Cash Collater

Each Consolidated Balance Sheet reflects the tiffgatf net derivative positions with fair value aumts for cash collateral with the
same counterparty when management believes arigbabf offset exists
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December 31,

(Dollars in millions) 2009 2008

Sempra Energy Consolidated $ 36 3% 28
SDG&E 30 21
SoCalGas 5 7

Fair Value Hierarchy

We discuss the valuation techniques we use to meéain value and the definition of the three levef the fair value hierarchy in
Note 1 under "Fair Value Measurements" and in Noteder "FSP FAS 1-4."

The three tables below, by level within the failueahierarchy, set forth our financial assets aailities that were accounted for at
fair value on a recurring basis as of Decembe809 and 2008. We classify financial assets afudlilies in their entirety based on
the lowest level of input that is significant tetfair value measurement. Our assessment of thdisance of a particular input to t
fair value measurement requires judgment, and rffagtahe valuation of fair value assets and liéie, and their placement within
the fair value hierarchy levels.

The fair value of commodity derivative assets aalilities is determined in accordance with outtingtpolicy, as discussed above
under "Derivative Positions Net of Cash Collatéral.

The determination of fair values, shown in the éalidelow, incorporates various factors, includingrmot limited to, the credit
standing of the counterparties involved and thesiobjpf credit enhancements (such as cash deplesitss of credit and priority
interests).

Our financial assets and liabilities that were acted for at fair value on a recurring basis aBefember 31, 2009 and 2008 in the
tables below include the following:

= Nuclear decommissioning trusts reflect the asseBD&s&E's nuclear decommissioning trusts, excludiagh

balances, as we discuss in Note 7. The trust aasetslued by a third party trustee. The trusteains prices

from pricing services that are derived from obsbleaata. We monitor the prices supplied by pricgegvices by

validating pricing with other sources of data.

Investments include marketable securities and dneapily priced based on observable interest ridesimilar

instruments actively trading in the marketplace.

= Commodity and other derivative positions, whichlugie other interest rate management instrumergssrtered
into primarily as a means to manage price expos\ivesuse market participant assumptions to priesgh
derivatives. Market participant assumptions inclthlese about risk, and the risk inherent in theiigio the
valuation technique. These inputs can be readibgpnkable, market corroborated, or generally unaiadde.

In the third quarter of 2007, the California Indegent System Operator (ISO) began the processaziaing CRRs to load serving
entities, including SDG&E. These instruments amuded with commodity derivatives and are recordefiir value based on the
most current annual auction prices published byChlfornia ISO. Prior to the ISO auction conductedNovember 2008, the CRRs
were priced based on discounted cash flows. Theglassified as Level 3 and reflected in the Serfmergy and SDG&E tables
below. Changes in the fair value of CRRs are defeand recorded in regulatory accounts to the extery are recoverable or
refundable through rates.
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RECURRING FAIR VALUE MEASURES -- SEMPRA ENERGY CONS OLIDATED

(Dollars in millions)

At fair value as of December 31, 2009

Collateral
Level 1 Level 2 Level 3 Netted Total

Assets:

Nuclear decommissioning trusts(1) $ 532 137 % - % - $ 669

Investments 1 - - - 1

Commodity derivatives 39 65 10 (40) 74

Other derivatives - 38 - - 38
Total $ 572 240 % 10 $ 40 3 782
Liabilities:

Commodity derivatives $ 9 $ 74 % - % 9 $ 74

Other derivatives - 59 - - 59
Total $ 9 $ 133 $ -3 @ $ 133

At fair value as of December 31, 2008

Collateral
Level 1 Level 2 Level 3 Netted Total

Assets:

Nuclear decommissioning trusts(1) $ 421 $ 148 % - % - $ 569

Short-term investments(2) 1 176 - - 177

Commodity derivatives 55 76 27 (38) 120

Other derivatives - 76 - - 76
Total $ 477 $ 476 $ 27 $ (38) $ 942
Liabilities:

Commodity derivatives $ 63 $ 110 $ - % 63) $ 110

Other derivatives - 130 - - 130
Total $ 63 $ 240 % - $ 63 $ 240

(1) Excludes cash balances.
(2) Level 2 amounts are industrial development bonds discussed in Note 6.
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RECURRING FAIR VALUE MEASURES -- SDG&E
(Dollars in millions)
At fair value as of December 31, 2009

Collateral
Level 1 Level 2 Level 3 Netted Total

Assets:

Nuclear decommissioning trusts(1) $ 532 % 137 % - % - $ 669

Commodity derivatives 30 2 10 - 42
Total $ 562 $ 139 $ 10 $ - $ 711
Liabilities:

Commodity derivatives $ 9 $ - $ - % 9 $ -

Other derivatives - 43 - - 43
Total $ 9 $ 43 % - % 9 $ 43

At fair value as of December 31, 2008

Collateral
Level 1 Level 2 Level 3 Netted Total

Assets:

Nuclear decommissioning trusts(1) $ 421 $ 148 % - % - $ 569

Commodity derivatives 21 - 27 - 48

Short-term investments(2) - 24 - - 24
Total $ 442 $ 172 $ 27 $ - $ 641
Liabilities:

Commodity derivatives $ 52 % 24 $ - % (52) $ 24

Other derivatives - 88 - - 88
Total $ 52 $ 12 $ -3 (52) $ 112

(1) Excludes cash balances.
(2) Level 2 amounts are industrial development bonds discussed in Note 6.

RECURRING FAIR VALUE MEASURES -- SOCALGAS
(Dollars in millions)
At fair value as of December 31, 2009

Collateral
Level 1 Level 2 Level 3 Netted Total
Assets:
Commodity derivatives $ 6 $ 1 3 - $ - $ 7
Other derivatives - 8 - - 8
Total $ 6 $ 9 $ - $ - $ 15

At fair value as of December 31, 2008

Collateral
Level 1 Level 2 Level 3 Netted Total
Assets:
Commodity derivatives $ 8 $ 3 % - $ - $ 11
Other derivatives - 10 - - 10
Total $ 8 % 13 % -0 % - $ 21
Liabilities:

Commodity derivatives $ 1 % - $ - $ 1y $ -
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Level 3 Information
The following table sets forth reconciliations dfanges in the fair value of net trading and otlegivatives classified as Level 3 in
the fair value hierarchy:

LEVEL 3 RECONCILIATIONS
(Dollars in millions)

Sempra Energy Consolidated SDG&E
Years ended December 31, Years ended December 31,
2009 2008 2007 2009 2008 2007
Balance as of January 1 $ 27 % 401 $ 519 $ 27 % 7 $ -
Realized and unrealized gains (losses) (31) (79) (272) (31) 3 -
Allocated transmission instruments 15 17 - 15 17 7
Purchases and issuances - 24 154 - - -
Settlements 1) - - Q) - -
Sale of the commodities-marketing businesses - (336) - - - -
Balance as of December 31 w
Change in unrealized gains or losses relating to
instruments still held at December 31 $ (16) $ 27 % 75 $ (16) $ 27 % 7

Transfers in and/or out of Level 3 represent existissets or liabilities that were either:

= previously categorized as a higher level for whiwd inputs to the model became unobservable; or
= assets and liabilities that were previously clasgifis Level 3 for which the lowest significantuhfpecame
observable during the period.

There were no transfers in or out of Level 3 dutimg periods presented.

Gains and losses (realized and unrealized) for IL2vecurring items are primarily related to thergnodities-marketing businesses
and were included in Revenues for Sempra GlobaRandnt on the Consolidated Statements of Opegsatwrthe three months
ended March 31, 2008 and the year ended Decemb@08I. With the sale of these businesses on Ap#D08, Level 3 recurring
activity was substantially reduced.

Gains and losses (realized and unrealized) for SE'6&evel 3 recurring items are primarily relateccbngestion revenue rights and
were included in Cost of Electric Fuel and PurchaBewer on the Consolidated Statements of Opemafmnrthe years ended
December 31, 2009 and 2008 and the second ha@i@.2

NOTE 13. PREFERRED STOCK
The table below shows the details of preferredistoc SDG&E, PE and SoCalGas.

PREFERRED STOCK

Call/
Redemption December 31,
Price 2009 2008
(in millions)
Contingently redeemable:
SDG&E:
$20 par value, authorized 1,375,000 shares:
5% Series, 375,000 shares outstanding $ 24.00 $ 8% 8
4.5% Series, 300,000 shares outstanding $ 21.20 6 6
4.4% Series, 325,000 shares outstanding $ 21.00 7 7
4.6% Series, 373,770 shares outstanding $ 20.25 7 7
Without par value:
$1.70 Series, 1,400,000 shares outstanding $ 25.595 35 35
$1.82 Series, 640,000 shares outstanding $ 26.00 16 16
SDG&E - Total contingently redeemable preferred  stock 79 79
Sempra Energy - total preferred stock of subsid  iary,
contingently redeemable W

PE:
Without par value, authorized 15,000,000 shares:
$4.75 Dividend, 200,000 shares outstanding $ 100.00 $ 20 % 20
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$4.36 Dividend, 200,000 shares outstanding $ 101.00 20 20
$4.75 Dividend, 253 shares outstanding $ 101.00 - -

Total preferred stock of PE 80 80

SoCalGas:

$25 par value, authorized 1,000,000 shares:
6% Series, 79,011 shares outstanding 3 3
6% Series A, 783,032 shares outstanding 19 19

Total preferred stock of SoCalGas 22 22

Less: 50,970 shares of the 6% Series outstanding owned by PE (2) (2)

PE - total preferred stock of subsidiary 20 20

Sempra Energy - total preferred stock of subsid iaries $ 100 $ 100

Following are the attributes of each company’semefd stock. No amounts currently outstanding abgest to mandatory
redemption.

SDG&E

= All outstanding series are callable.

= The $20 par value preferred stock has two votesip@re on matters being voted upon by sharehotders
SDG&E and a liquidation preference at par plus amyaid dividends.

All outstanding series of SDG&E's preferred stoekécumulative preferences as to dividends.

= The no-par-value preferred stock is nonvoting aasl dliquidation preference of $25 per share physumpaid
dividends.

= SDG&E is authorized to issue 10 million shares @fpar-value preferred stock (both subject to antdsnbject to
mandatory redemption).

SDG&E is currently authorized to issue up to 25ioml shares of an additional class of preferenegeshdesignated as "Series
Preference Stock." The Series Preference Stockaddition to the Cumulative Preferred Stock, Reafee Stock (Cumulative) and
Common Stock that SDG&#vas otherwise authorized to issue, and when issoedd rank junior to the Cumulative Preferred St
and Preference Stock (Cumulative). The steclghts, preferences and privileges would be éstedd by the board of directors at
time of issuance.

SDG&E's outstanding preferred securities are diassas contingently redeemable because they goatadbntingent redemption
feature that allows the holder to elect a majasittsDG&E's board of directors if dividends are patd for eight consecutive
guarters, and such a redemption triggering evembisolely within the control of SDG&E. They atetefore presented separate
from and outside of equity in a manner consistath 'emporary equity. We provide additional infoiea concerning these
securities in Note 2.

PACIFIC ENTERPRISES

= Qutstanding PE preferred stock is subject to redism@t PE's option at any time with at least 3@sdaotice at
the applicable redemption price for each series phy unpaid dividends.

= All outstanding series have one vote per shareutativie preferences as to dividends, and liquichaticeferences
of $100 per share plus any unpaid dividends.

PE currently is authorized to issue 10 million gsaof series preferred stock, less currently onditey shares, and 5 million share!
Class A series preferred stock, both without p&wezand with cumulative preferences as to divideart$liquidation value. Class A
series preferred stock, when issued, would raniojun other series of preferred stock. Other sgimd privileges of the stock would
be established by the board of directors at the tifrissuance.

SOCALGAS

= None of SoCalGas' outstanding preferred stocklialda.

= All outstanding series have one vote per shareutatie preferences as to dividends and liquidaticeferences
of $25 per share plus any unpaid dividends.

SoCalGas currently is authorized to issue 5 milsbares of series preferred stock and 5 milliomeshaf preference stock, both
without par value and with cumulative preferencesoadividends and liquidation value. The prefeeesiock would rank junior to &
series of preferred stock. Other rights and prgéke of the stock would be established by the boadirectors at the time of issuan
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NOTE 14. SEMPRA ENERGY - SHAREHOLDERS' EQUITY AND EARNINGS PER SHARE

The following table provides the per share compaoastfor income from continuing operations for jfears ended December 31.
Basic earnings per common share (EPS) is calculptelividing earnings applicable to common stockhoy weighted-average
number of common shares outstanding for the yeiautdd EPS includes the potential dilution of commstock equivalent shares
that could occur if securities or other contraotsssue common stock were exercised or converteccmmmon stock.

EARNINGS PER SHARE COMPUTATIONS
(Dollars in millions, except per share amounts; shares in thousands)
Years ended December 31,

2009 2008(1) 2007(1)
Numerator:
Income from continuing operations $ 1,122 % 1,068 $ 1,118
Losses from continuing operations attributable to
noncontrolling interests 7 55 17
Preferred dividends of subsidiaries (10) (20) (10)
$ 1,119 % 1,113 % 1,125

Income from continuing operations attributable to common shares
Denominator:

Weighted-average common shares outstanding for basic EPS 243,339 247,387 259,269
Dilutive effect of stock options, restricted stock awards and

restricted stock units 4,045 3,772 4,735
Weighted-average common shares outstanding for diluted EPS 247,384 251,159 264,004

Income from continuing operations attributable to common shares:
Per common share, basic $ 460 $ 450 $ 4.34
Per common share, diluted $ 452 % 443 % 4.26

(1) As adjusted for the retrospective adoption of ASC 810 (SFAS 160).

The dilution from common stock options is basedtmntreasury stock method. Under this method, mded®ased on the exercise
price plus unearned compensation and windfall #nefits and minus tax shortfalls are assumed tesbd to repurchase shares on
the open market at the average market price foy¢he. The windfall tax benefits are tax deductiaseswould receive upon the
assumed exercise of stock options in excess afdéferred income taxes we recorded related to thgpeasation expense on the
stock options. Tax shortfalls occur when the asslrar deductions are less than recorded defermmria taxes. The calculation
excludes options for which the exercise price ammmn stock was greater than the average market geidng the year. We had
1,504,250; 1,496,500 and 55,800 such stock optiatstanding during 2009, 2008 and 2007, respegtivel

During 2007, we had 699,600 stock options outstapthat were antidilutive because of the unearmadpensation and windfall tax
benefits included in the assumed proceeds unddrehsury stock method. There were no such antiistock options outstanding
during 2009 or 2008.

The dilution from unvested restricted stock awadd units is also based on the treasury stock rdefkesumed proceeds equal to
the unearned compensation and windfall tax benafitsminus tax shortfalls related to the awardsaaseimed to be used to
repurchase shares on the open market at the aveiaget price for the year. The windfall tax betgeér tax shortfalls are the
difference between tax deductions we would recep@n the assumed vesting of restricted stock awardsunits and the deferred
income taxes we recorded related to the compemseatipense on the restricted stock awards and Wkgshad 1,009 restricted stock
awards and units outstanding that were antidilutiveng 2008. There were no such anti-dilutiverie#d stock awards or units in
2009 or 2007.

We are authorized to issue 750,000,000 shares-panoalue common stock. In addition, we are autlearto issue 50,000,000
shares of preferred stock having rights, preferecel privileges that would be established by #ma@Ba Energy board of directors
at the time of issuance.

Shares of common stock held by the ESOP were 88811777,196 and 1,488,046 at December 31, 20033 2ad 2007,
respectively. These shares are unallocated aneftierexcluded from the computation of EPS.

Excluding shares held by the ESOP, common stodkityotonsisted of the following:
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COMMON STOCK ACTIVITY

2009 2008 2007
Common shares outstanding, January 1 243,324,281 261,214,009 262,005,690
Savings plan issuance 1,021,023 - 268,178
Shares released from ESOP 309,023 310,850 195,720
Stock options exercised 1,835,184 683,858 1,245,696
Restricted stock issuances 37,233 4,002 803,706
Common stock investment plan(1) 381,167 1,508 95,499
Shares repurchased (396,046) (18,841,287) (3,349,771)
Shares forfeited and other (4,000) (48,659) (50,709)
Common shares outstanding, December 31 246,507,865 243,324,281 261,214,009

(1) Participants in the Direct Stock Purchase Plan may reinvest dividends to purchase newly issued shares.

Our board of directors has the discretion to deiteerthe payment and amount of future dividends.

COMMON STOCK REPURCHASE PROGRAM

On September 11, 2007, our board of directors aiztia the repurchase of additional shares of oormon stock provided that the
amounts expended for such purposes did not exbeegreater of $2 billion or amounts expended talpase no more than 40
million shares. Purchases may include open-marehagotiated transactions, structured purchas@gements, and tender offers.

In April 2008, we entered into a Collared AccelethShare Acquisition Program under which we prefaidillion to repurchase
shares of our common stock to be delivered lat@0B8 in a share forward transaction. Our outstapdhares used to calculate
earnings per share were reduced by the numberoéshepurchased when they were delivered to dsthen$1 billion purchase
price was recorded as a reduction in sharehol@ersgty upon its prepayment. We received 18,416shdtes under the program
during 2008 based on a final weighted average @fi¢&54.30 per share.

This share repurchase program is unrelated to d¥wsed compensation as described in Note 10.

NOTE 15. ELECTRIC INDUSTRY REGULATION

BACKGROUND

California's legislative response to the 2000 -1260ergy crisis resulted in the DWR purchasingtestantial portion of power for
California's electricity users. In 2001, the DWRerad into long-term contracts with suppliers, utthg Sempra Generation, to
provide power for the utility procurement customefgach of the California investor-owned utilitig®Us), including SDG&E. The
CPUC allocates the power and its administrativpaasibility, including collection of power contrambsts from utility customers,
among the IOUs. Effective in 2003, the IOUs resumesghonsibility for electric commodity procuremaiiove their allocated share
of the DWR's long-term contracts.

POWER PROCUREMENT AND RESOURCE PLANNING
Effective in 2003, the CPUC:

= directed the I0Us, including SDG&E, to resume eleatommodity procurement to cover their net skeorérgy
requirements, which are the total customer enezgyirements minus supply from resources owned ab@eior
contracted;

= implemented legislation regarding procurement amtwable energy portfolio standards; and
= established a process for review and approvalefithities' long-term resource and procurementgla

This process is intended to identify anticipateddsefor generation and transmission resourcesdier@o support transmission grid
reliability and to better serve customers.

Sunrise Powerlink Electric Transmission Lin

In December 2008, the CPUC issued a final deciaighorizing SDG&E to construct a 500-kilovolt (kehectric transmission line
between the Imperial Valley and the San Diego meg&unrise Powerlink). This line is designed tovide 1,000 MW of increased
import capability into the San Diego area. The sieci allows SDG&E to construct the Sunrise Pow&réitong a route that would
generally run south of the Anza-Borrego DeserteSiatrk. The decision also approves the environrhempact review conducted
jointly by the CPUC and the Bureau of Land ManageinfBLM) and establishes a total project cost ca$lo9 billion, including
approximately $190 million for environmental mitiga costs.

In January 2009, the BLM issued its decision apimgthe project, route and environmental reviewreEncommunity groups and an
individual have filed a lawsuit in Federal Distri€burt in Sacramento, California, for Declaratongl dnjunctive Relief regarding
Sunrise Powerlink. The complaint alleges that th&Bailed to properly assess the environmental iotpaf the approved Sunrise
Powerlink route and the related potential developnoé renewable resources in east San Diego Camdyimperial County. The
complaint requests a declaration that the BLM vedaFederal law in approving Sunrise Powerlink andnjunction against any
construction activities
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The CPUC decision requires SDG&E to adhere to tec@mmitments it made during the application pesceas follows:

= not to contract, for any length of term, with contienal coal generators to deliver power via ther&e
Powerlink;

= if any currently approved renewable energy contttzat is deliverable via the Sunrise Powerlinksfaib replace
it with a viable contract with a renewable generétoated in the Imperial Valley; and

= voluntarily raise SDG&E's RPS goal to 33 percen2bg0.

After the issuance of the CPUC final decision, agpions for rehearing before the CPUC were filgdhe Utility Consumers Actio
Network (UCAN) and the Center for Biological DiviygSierra Club (CBD). The CPUC issued a final dém in July 2009 denyin
the requests for rehearing. UCAN and CBD jointlgdia petition with the California Supreme Courdimgust 2009 challenging the
CPUC's decision with regard to implementation ef @alifornia Environmental Quality Act (CEQA). UCA&Iso filed a petition
with the California Court of Appeal (Court of Appgeahallenging the decision on other legal grounidse CPUC, the ISO and
SDG&E filed separate motions with the Californigp8me Court requesting transfer of the UCAN paetitio the California Supren
Court, which denied the transfer requests. Respaiasthe UCAN petition before the Court of Appea@refiled in January 2010.
After a ruling by the Court of Appeal, the CalifearSupreme Court will address the UCAN/CBD petittegarding CEQA.

Three appeals of the BLM decision approving therssg of the route in its jurisdiction were filed mdividuals, a community
organization, and the Viejas Indian tribe in Magi09. A request to stay the BLM's decision was filed. The Interior Board of
Land Appeals (IBLA) has dismissed the appeal figdhe individuals and issued a ruling in July 2@@®ying the request for stay.
In addition, the Viejas Indian tribe withdrew itgeal in July 2009. The IBLA is still reviewing tlo@e remaining appeal.

The Sunrise Powerlink also requires approval froemWnited States Forest Service (USFS). SDG&E dzpbe USFS to issue a
decision approving the segment of the route ijuitisdiction in the first quarter of 2010. The US#&&ision is also subject to
administrative and judicial review.

SDG&E commenced procurement activities for theguobjn 2009, but before construction can beginjtamdil agency permits must
be obtained. The total amount invested by SDG&@Sunrise Powerlink project as of December 30920as $235 million, whic
is included in Property, Plant and Equipment onGbasolidated Balance Sheets of Sempra Energy BBRE. SDG&E expects
the Sunrise Powerlink to be in commercial operaiio012.

Renewable Energ

Certain California electric retail sellers, inclndiSDG&E, are required to deliver 20 percent ofrthetail demand from renewable
energy sources beginning in 2010. The rules gorgrtiiis requirement, administered by both the CRIdE& the California Energy
Commission (CEC), are generally known as the Rehesaortfolio Standard (RPS) Program. In Septer@2bé8, the Governor of
California issued an Executive Order which requeadifornia utilities by 2020 to procure 33 percehftheir electric energy
requirements from renewable energy sources. Thisle Order designates the California Air ResesiBoard (CARB) as the
agency responsible for establishing the compliantes and regulations.

In 2008, the CPUC issued a decision defining flexdompliance mechanisms that can be used to defepliance with or meet the
RPS Program mandates in 2010 and beyond. The die@stablished that a finding by the CPUC of irisight transmission is a
permissible reason to defer compliance with the RRfgiram mandates. This decision also confirmedahy renewable energy
procured in excess of the established targetsewtlyrand in the future, could be applied to angrtfhlls in the years 2010 and
beyond.

SDG&E continues to aggressively secure renewaldeggrsupplies to achieve the RPS Program goalsibAtantial number of these
supply contracts, however, are contingent upon nfactprs, including:

= access to electric transmission infrastructurelfoinog SDG&E's Sunrise Powerlink transmission line)

= timely regulatory approval of contracted renewadiergy projects;

= the renewable energy project developers' abilityltain project financing and permitting; and

= successful development and implementation of thewable energy technologies.

As previously noted, SDG&E expects the Sunrise Plimketransmission line to be in operation in 20This would be too late to
provide transmission capability to meet the RPRim requirements for 2010 and 2011. However, SD®&keves it will be able
to comply with the RPS Program requirements baseits@ontracting activity and application of thexible compliance
mechanisms. SDG&E's failure to comply with the RB8gram requirements in 2010, or in any subseqgears, could subject it tc
CPUC-imposed penalty of 5 cents per kilowatt hdureaewable energy under-delivery up to a maximamatty of $25 million per
year.

Miramar Il Peaking Plant

Miramar Il is a 48.6-MW natural gas-fired peakingmt in San Diego, located next to an existing S[E3&aking plant. Built by
SDG&E at a cost of approximately $50 million, Miraril began commercial operation in August 2009.

Solar Photovoltaic Progran

In July 2008, SDG&E filed an application with th®QC proposing to invest up to $250 million to itistalar photovoltaic panels
the San Diego area. These panels could generatexapately 50 MW of direct current power (approxiels equivalent to 35 MW
of power to the electric grid). In March 2009, SDE&CAN and other interested parties submittedtideseent agreement which, if
approved by the CPUC, would, among other provisiceduce SDG&E's investment in the program to éssér of $125 million or
26 MW (direct current). A CPUC decision is expedtethe first half of 2010. If approved, SDG&E expeto install its portion of
the panels in phases from 2011 through 2015.

San Onofre Nuclear Generating Station (SONG
SONGS is jointly owned by Edison (78.21%), SDG&B%¥& and the city of Riverside (1.79%). In March 908s part of Edison
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2009 General Rate Case, the CPUC granted SDG&iese for an approximate $116 million base revergeir&sieanifir R@ePést 2 of 2
approximate $10 million increase from its 2008 basenue) to recover costs for its 20-percent oslmiprin SONEsSe PRéEXpf1002
decision also grants SDG&E's request for approxégeil3 million, a decrease of $2.7 million, fos ghare of SONGS refueling
outage expenses (per refueling outage) in 2009.

Edison is in the process of replacing the steaneiggars at SONGS. Project completion is expect@Dir0 and 2011 for Units 2 al
3, respectively. Total estimated capital expendifor the project, in 2004 dollars, is $671 millj@xcluding AFUDC. SDG&E's
current expected share is $169 million, of whichas incurred $95 million through December 31, 2@08@i there are $38 million of
firm commitments at December 31, 2009. In 2006, GR&C approved SDG&E's participation in the reptaept project as well as
providing SDG&E with full recovery of current opéireg and maintenance costs via balancing accoaatrrent effective January 1,
2007.

Spent Nuclear Fue

SONGS owners are responsible for interim storaggeht nuclear fuel generated at SONGS until th& @€cepts it for final
disposal. Spent nuclear fuel has been stored iIB@®NEGS Units 1, 2 and 3 spent fuel pools and id$iSI. Movement of all Unit 1
spent fuel to the ISFSI was completed in 2005.

= Spent fuel for Unit 2 is being stored in both theitl2 spent fuel pool and the ISFSI.
= Spent fuel for Unit 3 is being stored in both theitlB spent fuel pool and the ISFSI.

A second ISFSI pad, completed in 2009, will provédéficient storage capacity to allow for the contd operation of SONGS
through 2022.

NOTE 16. OTHER REGULATORY MATTERS

GENERAL RATE CASE (GRC)

The CPUC uses a general rate case proceedinggpeamtively set rates sufficient to allow the Semtidities to recover their
reasonable cost of operations and to provide tiperpnity to realize an acceptable rate of returitheir investment. The Sempra
Utilities are scheduled to file their next rateeagth the CPUC with a 2012 test year.

In November 2009, SDG&E and SoCalGas, jointly vt Division of Ratepayer Advocates (DRA), a diersof the CPUC
representing the interests of customers, filedipas with the CPUC to delay the filing of SDG&EBd SoCalGas' next GRC
applications by one year. If approved by the CPhi@h SDG&E and SoCalGas would file their next GRPIleation in late 2011
for test year 2013. The petitions propose methagetoto determine the 2012 revenue requirementsaoln company which would
result in SDG&E and SoCalGas receiving an increds® less than approximately $45 million and $58iom, respectively, in
authorized margin, or three percent, above the 20torized margin. The parties also agreed, artmey things, to allow the
Sempra Utilities to recover the increase, as deaeasbnable, in their annual excess liability iasge premiums in 2012, primarily
due to the coverage for wildfire claims. In Decem®@09, The Utility Reform Network, UCAN and Agl€bnsumer Alliance filed a
joint response opposing the requested incre

In February 2010, due to the lack of progress ByGRUC in responding to the joint request to dél@yGRC filings by one year,
SDG&E and SoCalGas filed with the CPUC to withdithe request for delay. If the withdrawal requesésapproved by the CPUC,
SDG&E and SoCalGas will each file in the third geainof 2010 a Notice of Intent to file a GRC witl2@12 test year.

UTILITY INCENTIVE MECHANISMS

The CPUC applies performanbased measures and incentive mechanisms to albf@edi utilities. Under these, the Sempra Utilit
have earnings potential above authorized base nsifgihey achieve or exceed specific performamzkaperating goals. Generally,
for performance-based awards, if performance isaloo below specific benchmarks, the utility igg#le for financial awards or
subject to financial penalties. There are four gelngreas that operate under an incentive structure

= operational incentives

= energy efficiency/demand side management

= natural gas procurement

= unbundled natural gas storage and system openaltosdrvices

Incentive awards are included in our earnings wiiemeceive any required CPUC approval of the awatel would record penalties
for results below the specified benchmarks in eaymiwhen we believe it is more likely than not et CPUC would assess a

penalty.
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We provide a summary of the incentive awards retzeghbelow. Screening Data Part 2 of 2
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UTILITY INCENTIVE AWARDS 2007-2009

(Dollars in millions)
Years ended December 31,

2009 2008 2007
Sempra Energy Consolidated
Natural gas procurement $ 7 $ 12 $ 12
Operational incentives 1 12 10
Energy efficiency and demand side management 2 28 12
Unbundled natural gas storage and hub services 19 15 26
Total awards $ 29 $ 67 $ 60
SDG&E
Natural gas procurement $ - $ 3 $ 2
Operational incentives 1 10 9
Energy efficiency and demand side management - 23 12
Total awards $ 1 $ 36 $ 23
SoCalGas
Natural gas procurement $ 7 $ 9 $ 10
Operational incentives 2 1
Energy efficiency and demand side management 2 5 -
Unbundled natural gas storage and hub services 19 15 26
Total awards $ 28 $ 31 $ 37

Operational Incentives

The CPUC has established operational incentive arésims that have been based on measurements tyf, safiability and
customer satisfaction. The 2008 GRC proposed nemtiferformance measures for customer satisfaaiolndth SDG&E and
SoCalGas, and electric reliability for SDG&E. Then$pra Utilities filed responses in September 2@)&cting the electric reliability
and customer satisfaction measures. As a resfdttife in 2008, the Sempra Utilities are no longlgible for awards or subject to
penalties for electric reliability and customerisaiction.

The Sempra Utilities plan to submit their emplogaéety results and incentive awards claims in May2for performance in 2009.

Energy Efficiency and Demand Side Manageme

The CPUC established incentive mechanisms thaiased on the effectiveness of energy efficiencydemdand side management
programs. The CPUC-approved energy efficiency asar@008 were net of a holdback of 65 perceniay 2009, SDG&E and
SoCalGas filed a partial party settlement agreemegdrding the appropriate method to determinenitiee awards for the 2006 —
2008 program period. The settlement, if approvethieyCPUC, would have resulted in 1) awards of Bhaillion for SDG&E and
$12.5 million for SoCalGas; and 2) upon conclusibthe CPUC's assessment and audit process, anfungsto $11.6 million for
SDG&E and $9.5 million for SoCalGas for the remagnholdback amounts. The CPUC issued a decisi@eaember 2009 rejectil
the settlement agreement and instead awardingr$illi@n and $2.1 million to SDG&E and SoCalGas,pestively. The decision
held back 35 percent of the program incentive awaehding a final true-up in 2010. In the first gqaaof 2010, the Sempra Utilities
expect to file a petition for modification of theeBember 2009 decision to address errors ideniifi¢ide decision.

In September 2009, the CPUC approved the Sempilitiddtienergy efficiency programs through 2012 anidluse a similar annual
review process to determine any utility incentiveaeds. The CPUC is also considering future enhaecésrto the overall incentive
award process and mechanism, and a draft decisipossible changes will likely be issued in thetftralf of 2010.

Natural Gas Procuremen

The Sempra Utilities procure natural gas on betfalfieir core natural gas customers. The CPUC &tabkshed incentive
mechanisms to allow the Sempra Utilities the oppaty to share in the savings and/or costs fromimpatural gas for its core
customers at prices below or above market-basedhtydmenchmarks. Beginning April 1, 2008, the SDG&#fd SoCalGas core
natural gas supply portfolios were combined, an@&Gas now procures natural gas for SDG&E's coterabgas customers'
requirements. All SDG&E assets associated withate natural gas supply portfolio were transfewedssigned to SoCalGas.
Accordingly, SDG&E'’s incentive mechanism for naiugas procurement awards or penalties ended &eddffective date of the
combination of the core natural gas supply pomfliand SoCalGas' gas cost incentive mechanismMEi€lapplied on the
combined portfolio basis going forward.

In January 2010, the CPUC approved a SoCalGas G@iIdd of $12 million for its procurement activitiesthe 12-month period
ended March 31, 2009, which will be recorded inftrst quarter of 2010.

Unbundled Natural Gas Storage and System Operatabt-Services

The CPUC has established a revenue sharing meahafigch provides for the sharing between ratepagadsSoCalGas of the net
revenues generated by SoCalGas' unbundled naasaltgrage and system operator hub services. B, #® CPUC adopted an
uncontested settlement agreement in Phase | &dhwgora Utilities' Biennial Cost Allocation Procaggl{BCAP) which, among oth
things, established that the annual net reveneesifues less allocated service costs) be sharadymaduated basis, as follows:

= the first $15 million of net revenue to be shar8d@rcent ratepayer/10 percent shareholders;
= the next $15 million of net revenue to be sharegéteent ratepayer/25 percent shareholders;
= all additional net revenues to be shared evenlyden ratepayer and shareholders; and
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COST OF CAPITAL

A cost of capital proceeding determines the Serbltitities' authorized capital structure and thehauized rate of return that the
Sempra Utilities may earn on their electric andiredtgas distribution and electric generation asset

SoCalGas

SoCalGas' authorized return on equity (ROE) isA@&cent and its authorized return on rate ba@R(Rs 8.68 percent. These re
continue to be effective until market interest rettanges are large enough to trigger an automdjtistment or until the CPUC
orders a periodic review. SoCalGas' current autkedrcapital structure is

= 48.0 percent common equity

= 6.4 percent preferred equity

= 45.6 percent long-term debt

In July 2009, the CPUC denied SoCalGastition seeking to suspend its cost of capitalkdaindex Capital Adjustment Mechani:
(MICAM). SoCalGas believes that the index usedttier MICAM does not provide a strong correlationhwitility risks and that
further government actions to manage interest ekl increase the likelihood of triggering the®@AM in the future. Although the

MICAM did not trigger in 2009, SoCalGas may evetifuseek a change in the MICAM benchmarks to dafey resultant change in
its cost of capital and propose a more indicatid®k associated with the natural gas distributiasiress.

SDG&E

SDG&E's authorized ROE is 11.10 percent and ite@iged ROR is 8.40 percent. SDG&E's current autlkdrcapital structure is
= 49.00 percent common equity

= 5.75 percent preferred equity

= 45.25 percent long-term debt

In January 2010, the CPUC approved SDG&E's an®®RA's joint petition to delay SDG&E's next schedlitmst of capital

application for two years. With this approval, SDE& next cost of capital application is scheduteté filed in April 2012,
consistent with the schedule for cost of capitgligptions for each of Edison and Pacific Gas alettic (PG&E).

ADVANCED METERING INFRASTRUCTURE

SDG&E

In April 2007, the CPUC approved SDG&E's requeshgtall advanced meters with integrated two-wamewinications
functionality, including electric remote disconnectd home area network capability. SDG&E estimeatgenditures for this project
of $572 million (including approximately $500 mdh in capital investment). This project involveplexing approximately 1.4
million electric meters and 850,000 natural gasemssthroughout SDG&E's service territory. SDG&E hegnass installation of the
advanced meters in March 2009, and is on scheduerplete the project by the end of 2011.
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In September 2008, SoCalGas filed an applicatiah thie CPUC for approval to upgrade approximataedynsllion natural gas
meters with an advanced metering infrastructure (Ad#lan estimated cost of $1.1 billion (includiagproximately $900 million in
capital investment). The administrative law judd@kJ) preliminary decision and an assigned comioiss's alternate decision
(AD) were both issued in February 2010. While tHe) Airaft decision finds a gas-only AMI system imsistent with the state's
energy policy goals and that the AMI system is téchlly feasible, the ALJ draft decision finds tlla¢ gas-only AMI system is not
cost effective. The AD approves the project anddithat the proposal provides reasonable assuthatthe project can be cost
effective for ratepayers, provided that adequafiegseards are put in place. We expect a final CPE€sibn in mid-2010. If
approved, installation of the meters is expectdukigin in 2012 and continue through 2017.

2007 WILDFIRES COST RECOVERY

SDG&E filed an application with the CPUC in Marcb® seeking to recover the incremental cost incutoaeplace and repair
company facilities under CPUC jurisdiction damabggdhe October 2007 wildfires. This application vided in accordance with tt
CPUC rules governing incremental costs incurred essult of a declared emergency or catastroptgnteWrhe DRA filed a protest
SDG&E's request for recovery of the incrementatg,agquesting that the CPUC stay the proceeditigaampletion of the fire
investigations, which we describe in Note 17. SDG#f the DRA have reached an agreement in princéigiarding the cost
recovery request which, if approved by the CPUQuid@esult in SDG&E recovering $43 million. A forfreettiement agreement is
being finalized, but no specific filing date hagbestablished.

SDG&E also incurred $30.1 million of incrementaktofor the replacement and repair of companyifesiiunder FERC
jurisdiction, which are currently being recoveradSDG&E's electric transmission rat

In regard to the 2007 wildfire litigation discussadNote 17, if SDG&E's liability were to exceecdethremaining amounts recoverable
from its insurers, SDG&E will file with the FERC dithe CPUC for recovery of the excess costs fralityutustomers. SDG&E is
continuing to evaluate the likelihood, amount andrig of any such recoveries.

INSURANCE COST RECOVERY

SDG&E filed an application with the CPUC in Aug@§t09 seeking authorization to recover higher ligbihsurance premium and
deductible expenses which SDG&E began incurrindun 1, 2009. Evidentiary hearings are scheduled\fwil 2010 and a final
CPUC decision is expected by the end of 2010. SD@&®dde the filing under the CPUC's rules allowiniljtigs to seek recovery of
significant cost increases resulting from unforeseiecumstances. SDG&E is requesting a $29 miltewenue requirement for the
2009/2010 policy period for the incremental inceeasits liability and wildfire insurance premiurnsts above what is currently
authorized in rates. The CPUC's rules allow atytit recover costs that meet certain criteriajexttio a $5 million deductible per
event. Through December 31, 2009, SDG&E has expebE®g million (pretax) of incremental insurancemi@ms associated with
this wildfire coverage.

FUTURE EXCESS CLAIMS COST RECOVERY

SDG&E and SoCalGas filed an application with thdJCHn August 2009 proposing a new mechanism fofalieecovery of future
wildfire-related claims, litigation and insurancemium expenses that are in excess of amountsr@atdy the CPUC for recovery
in rates. The filing was made jointly with EdisamdaPG&E. The utilities are asking the CPUC to apprtheir joint request by the
second quarter of 2010. Several parties protebtedequest and a proceeding schedule has not getdstablished.

GREENHOUSE GAS REGULATION

Legislation was enacted in 2006, including CalifarAssembly Bill 32 (AB 32) and California Senaté#l B368, mandating
reductions in greenhouse gas emissions. The CARRikead agency in developing a plan to meet thepgirements and is in the
process of developing rules and market mechanikatsatill be implemented on January 1, 2012. The CRidd CEC are also in the
process of making recommendations to the CARB diggrthe rules that should apply for the electyieibd natural gas sectors. The
CARB's formal AB 32 Scoping Plan was adopted indeler 2008.

The U.S. Environmental Protection Agency (EPA) aasounced that it will complete a review of theiorzl ambient air quality
standards by the end of 2011 for ozone (nitrogedeoand volatile organic chemicals), particulatetaracarbon monoxide, nitrogen
dioxide, sulfur dioxide, and lead. This review abusult in more stringent emissions limits on fiefied electric generating plants.

These legislative mandates could affect costs amdty at the Sempra Utilities and at Sempra Geimratpower plants. Any cost
impact at the Sempra Utilities is expected to lmeverable through rates. As discussed in Note HeutEnvironmental Issues,”
compliance with this and similar legislation coaldversely affect Sempra Generation. However, segislhtion could also have a
positive impact on Sempra Generation because ofcaeasing preference for natural gas and renewdbieslectric generation, as
opposed to other sources.

NOTE 17. COMMITMENTS AND CONTINGENCIES

LEGAL PROCEEDINGS

We record loss reserves for legal proceedings vitiemprobable that a loss has been incurred a@duthounts of the loss can be
reasonably estimated. However, the uncertaintiesrant in legal proceedings make it difficult tdiraate with reasonable certainty
the costs and effects of resolving these mattersoAlingly, actual costs incurred may differ mattyifrom reserved amounts
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At December 31, 2009, Sempra Energy’s reserveledml proceedings, on a consolidated basis, wes8 $i#llion, of which $270
million is offset by an insurance receivable fotdfire litigation and $161 million is for previoystesolved matters, as described
further below. At December 31, 2009, SDG&E and 36@a had reserves of $290 million (including th&@million offset) and
$11 million, respectively.

SDG&E 2007 Wildfire Litigation

In October 2007, San Diego County experienced séeatastrophic wildfires. Reports issued by théf@aia Department of
Forestry and Fire Protection (Cal Fire) concludeat two of these fires (the Witch and Rice firegr&vSDG&E "power line caused”
and that a third fire (the Guejito fire) occurretiem a wire securing a Cox Communications' fibetcogdble came into contact with
an SDG&E power line "causing an arc and startiregfite." Cal Fire reported that the Rice fire budra@proximately 9,500 acres and
damaged 206 homes and two commercial propertiesthenWitch and Guejito fires merged and eventualisned approximately
198,000 acres, resulting in two fatalities, appneadely 40 firefighters injured and approximatel§4l, homes destroyed.

A September 2008 staff report issued by the CPQGsumer Protection and Safety Division reachedtsmlitially the same
conclusions as the Cal Fire reports, but also cuolee that the power lines involved in the Witch &ice fires and the lashing wire
involved in the Guejito fire were not properly dgséd, constructed and maintained. In November 20@3CPUC initiated
proceedings to determine if any of its rules weagated and in October 2009, SDG&E and the ConsuPnetection and Safety
Division entered into a settlement agreement thapproved by the CPUC, would resolve these prdicess by SDG&E's payment
of $14.75 million without any admission of respduiléty for the wildfires.

Numerous plaintiffs have sued SDG&E and Sempradnier San Diego County Superior Court seeking recpof unspecifiec
amounts of damages, including punitive damages) ftee three fires. Plaintiffs include owners anslirers of properties that were
destroyed or damaged in the fires and public estgeeking recovery of firefighting, emergency oese, and environmental costs.
Plaintiffs assert various bases for recovery, iditlg inverse condemnation based upon a CaliforoirQof Appeal decision finding
that another California investawned utility was subject to strict liability, witlit regard to foreseeability or negligence, for dgat
resulting from a wildfire ignited by power lines June 2009, the trial court ruled that the pl&sitclaims must be pursued in
individual lawsuits (rather than as class actiom$pehalf of all persons who incurred wildfire darag)y and the plaintiffs have
appealed that ruling.

SDG&E has filed crossemplaints against Cox Communications seeking imdcation for any liability that SDG&E may incuhat
relates to the Guejito fire and may file additioaetions against other parties relating to the Wétnd Rice fires.

By early February 2010, SDG&E and homeowner insunetding almost all of the insurer plaintiffs' @90 claims entered into
settlement agreements resolving all of their claiaiating to the three wildfires. These includarosfor amounts paid or reserved
for payment by the insurers to their policyholdiensapproximately 1,000 of the 1,300 houses, mdhdmes, and apartment units
identified in public records as having been desoly the three fires.

Under the settlement agreements, SDG&E has paidliqray the settling insurers 57.5 percent of épproximately $1.6 billion pai
or reserved for payment by the insurers to thelicpbolders, and the settling insurers have assigheir claims against Cox
Communications and other potentially responsibltigmto SDG&E. In addition to the claims of homeww insurers, the wildfire
litigation also includes claims for damage to uniesl and underinsured structures, business int&rygvacuation expenses,
agricultural damage, emotional harm, personal ieguand other losses. Of the approximately 2,56taneing plaintiffs, primarily
individuals and businesses, only approximately 582 thus far submitted settlement demands. Indalidnd business demands
total approximately $430 million. In addition, gomenent entities have submitted a total of approxatyab135 million in demands,
and additional demands from these entities areaegde

After giving effect to the amounts paid and to laédn connection with the homeowner insurer setéets, additional reserves and
estimated defense costs, SDG&E's remaining inseraaeerage for the wildfire liabilities is approxately $20 million. SDG&E is
continuing to gather information to evaluate angeas estimated liabilities related to the wildfiaesl establishes reserves as data for
specific claims becomes available and probable demare able to be estimated.

SDG&E does not at this time have sufficient infotima to reasonably estimate the costs of resolthiegremaining unreserved
wildfire claims. It is also unable to reasonabljiraate the amount that it may recover from Cox Camiwations and other
potentially responsible parties both in respedhefamounts it has already expended to settle slaimd amounts that it may expend
in the future.

However, before giving effect to any amounts thatay recover from Cox Communications and otheepitilly responsible partie
SDG&E expects that the aggregate costs that itimay in resolving the remaining unreserved wildfadlaims will substantially
exceed its insurance coverage. If its liability floe three wildfires were to exceed the remainimsyifance, SDG&E will file with the
FERC and the CPUC to recover the excess amountdtidity customers. SDG&E is continuing to evaledhe likelihood, amount
and timing of any such recoveries.

If SDG&E were unable to conclude that recovery fratifity customers is likely, either on a currertsis or in the future, SDG&E's
and therefore Sempra Energy’s earnings would benadly adversely affected to the extent that #olges wildfire claims or obtains
sufficient information to establish reserves foroamts that exceed its remaining insurance, eveugthall or a portion of such
amounts (including amounts already paid in settlgseiith homeowner insurers) may ultimately be veced from Cox
Communications and other potentially responsibiéigmor from utility customers in subsequent réipgrperiods. Cash flow would
also be adversely affected by any delays in obtgiany such recoveries.

In light of the complexity of these matters and ldmge number of parties involved, the wildfireddtion, including any appeals,
could take several years to be resolved.

DWR Contract

In February 2002, the California Energy Oversighail (CEOB) and the CPUC filed challenges at thREEo the DWR's contrac
with Sempra Generation and other power suppliefterAhe FERC upheld the contracts in 2003, the BB&d CPUC appealed to
the U.S. Court of Appeals for the Ninth Circuit (& Circuit Court of Appeals) and challenged thdREEs application of the Mobile-
Sierra doctrine's "public interest" standard ofieawvto the contracts. In June 2008, the UnitedeSt&tupreme Court (Supreme Col
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absent a demonstration that one of the contragémties engaged in unlawful market manipulation thaectly affEegaite8htphép02
rates. The Supreme Court ruled that the FERC shdatdy its findings on this issue and consideretiter the contract rates seriot
harm the public interest. The FERC has not yetdacte

At various times since the contract's inceptiomf Generation and the DWR have also had dispetesding the meaning of
terms and performance of the agreement under vgohpra Generation sells electricity to the DWR2002, in a state civil action,
the DWR sought to terminate its contract with Sean@eneration claiming misrepresentation and bre&cbntract, and seeking
rescission, damages, injunctive and declaratoigfreind $100 million in punitive damages. Afterieas procedural decisions and
appeals, on November 30, 2009, a San Diego junyrret! a verdict denying all of the DWR's claims aeqguested relief, and
granting all of Sempra Generation's requestedfrdllee DWR has appealed the judgment.

In February 2006, the DWR began an additional eatiin against Sempra Generation related to thenaran which Sempra
Generation schedules its Mexicali plant. The DWRgst $100 million in damages and an order termmggtiie contract. Arbitration
hearings were held in November 2008, and in Jar2@®9, the arbitration panel issued a decision ithengll of the DWR's claims.
The panel decision was confirmed by the San Fraa&uperior Court in May 2009.

In September 2008, the DWR initiated another aabdn proceeding against Sempra Generation, aliethiat Sempra Generation
had breached the parties' agreement in varioustpeal respects, and violated the order issueanbgarlier arbitration panel
relating to the amount refunded to the DWR andntla@ner in which Sempra Generation operates. The B&@éRs approximately
$80 million in damages and an order terminatingcthatract. Arbitration hearings are scheduled fagést 2010.

FERC Refund Proceedings

The FERC is investigating prices charged by varestric suppliers to buyers in the California Rowxchange (PX) and ISO
markets. In March 2003, the FERC ordered suppleéepay refunds on certain sales made during thet@ct2, 2000 through June
20, 2001 time period.

Various parties, including Sempra Commodities, apgrethe FERC's order to the Ninth Circuit Courfppeals. In August 2006,
the Ninth Circuit Court of Appeals held that theRRE had properly established October 2, 2000 thraugite 20, 2001 as the refund
period and had properly excluded certain short-teitateral transactions between sellers and the OWR the refund proceedings.
However, the court also held that the FERC erregkiriuding certain multi-day transactions from teind proceedings. Finally,
while the court upheld the FERC's decision notdiered the refund proceedings to the summer pegadr(to October 2, 2000), it
found that the FERC should have considered otheedées for tariff violations that are alleged tavd@ccurred prior to October 2,
2000. The FERC is in the process of addressingtisssies on remand.

In August 2007, the Ninth Circuit Court of Appe@sued a decision reversing and remanding FERGodizlining to provide
refunds in a related proceeding regarding shont-gifateral sales up to one month in the Pacifictheest. The court found that
some of the short-term sales between the DWR aridugasellers (including Sempra Commodities) that previously been
excluded from the refund proceeding involving satethe 1ISO and PX markets in California were witthie scope of the Pacific
Northwest refund proceeding. The FERC has not gtettaon the court's orde

In a separate complaint filed with the FERC in 2002 California Attorney General contended thatgilcity sellers had failed to
comply with the FERC's quarterly reporting requiests. The Attorney General requested that the F&f€r refunds from
suppliers. The FERC dismissed the complaint anausordered sellers to restate their reports.rAfteappeal by the California
Attorney General, the Ninth Circuit Court of Appeatated that failure to file transaction-spedifi@rterly reports gave the FERC
authority to order refunds with respect to jurisidical sellers. The FERC is in the process of asking these issues on remand.

In May 2009, the California Attorney General filadother complaint at the FERC against various rseliecluding Sempra
Commodities. In this complaint, the Attorney Gemsegeks to collect for alleged overcharges relateshort-term bilateral
transactions between sellers and the DWR from Jariig& 2001 through June 20, 2001. These transectitso have been the
subject of the Ninth Circuit Court of Appeals' orsln the proceedings described above. The FER@dtaget acted on the
complaint.

In the cases described above, the FERC could adi#tional refunds or the disgorgement of proRBS Sempra Commaodities has
reserves for its estimate of the effect of the FEER€vision of the benchmark prices it will usetdculate refunds and other related
developments. Pursuant to the agreements relatbé formation of RBS Sempra Commaodities, we hademnified RBS related to
these proceedings should the liability from thefiresolution be greater than the reserves.

FERC Manipulation Investigation

The FERC has separately investigated whether thasemanipulation of short-term energy markets ewtestern United States that
would constitute violations of applicable tarifischwarrant disgorgement of associated profits.

In June 2003, the FERC ordered a number of entitiekiding Sempra Commaodities, to show why thegustt not disgorge profits
from certain transactions between January 1, 28@QJane 20, 2001 that are asserted to have cdedtiaming and/or anomalous
market behavior under the California ISO and/ortRifs. In October 2003, Sempra Commodities agtequhy $7.2 million in full
resolution of these investigations. That liabilitgis recorded as of December 31, 2003. The Semprer@dities settlement was
approved by the FERC in August 2004 and reaffirmedovember 2008. The California parties have afguethe FERC's orders to
the Ninth Circuit Court of Appeals.

Other Litigation

Sempra Energy and several subsidiaries, alongthuige oil and natural gas companies, the City ofeBly Hills, and the Beverly
Hills Unified School District, are defendants imoxic tort lawsuit filed in Los Angeles County Sujpe Court by approximately
1,000 plaintiffs. This lawsuit claims that varioemmissions resulted in cancer or fear of cancerhdile submitted the case to our
insurers, who have reserved their rights with resfiecoverage. In November 2006, the court gratitedlefendants' summary
judgment motions based on lack of medical causdtiothe 12 initial plaintiffs scheduled to go t@at first. The court also grante
summary judgment excluding punitive damages. Thetdwas stayed the case as to the remaining gfaipgnding the appeal of the
rulings.

RBS Sempra Commodities assumed litigation resemlated to Sempra Commodities, however, we havenmified RBS shoul
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We are also defendants in ordinary routine litigatincidental to our businesses, including persanaty, product I?gglﬁty, p?operty

damage and other claims. California juries haveatetrated an increasing willingness to grant langards, including punitive
damages, in these cases.

Resolved Matter

The reserves for legal proceedings described ainclgde amounts for resolved matters that are prlyneelated to certain litigation
arising out of the 2000 — 2001 California energgisr

The following is a description of specific litigati settlements.
Continental Forge Settlement

At December 31, 2009, $161 million of reserveseanfra Energy relate to the Continental Forge casisn and individual antitrust
and unfair competition lawsuits in California anéwdda, which alleged that Sempra Energy and theRebtilities unlawfully
sought to control natural gas and electricity megk€he detailed terms of these settlements we@rted previously, and included
cash payments, in annual installments, totalingr$8ilion. As provided for under the terms of ttgg@ement, in November 2009,
we prepaid the remaining installments with a lumm®f $119 million, including accrued interest ahiscounted at seven percent,
which satisfied all cash payment obligations.

Additional consideration for the January 2006 @afifa settlement includes an agreement that Sebhiyp@&would sell to the Semp
Utilities, subject to annual CPUC approval, regadifiquefied natural gas (LNG) from Sempra LNGreHjia Costa Azul facility fc
a period of 18 years beginning in 2011 at the @aiifs border index price minus $0.02 per milliontBh thermal units (MMBtu).
Also, Sempra Generation voluntarily would reduce phice that it charges for power and limit theglibens at which it would deliver
power under its DWR contract.

Other Cases

Sempra EnergyAs previously reported, in January 2009, we agteqzhy $2 million to settle five cases pendingNigvada claiming
that energy prices had been manipulated. The settieamount was paid following court approval & siettlement in August 2009.

SoCalGas.As previously reported, in May 2009, SoCalGadesfior a nominal amount class action litigatiotatiag to its
retirement plans. The court approved the settlenme@ttober 2009.

Wildfire Reserves and Insurance Receivables

Based on discussions with the homeowner insurettseifitigation that resulted in the settlementshair claims in the SDG&E
wildfire litigation described above, SDG&E conclatia the first six months of 2009 that its expostaréhe homeowner insurers w
reasonably estimable and established a reserv@4df @illion that was recorded as a current liapilit the Consolidated Balance
Sheets and was fully offset by a current receivab®940 million payable from SDG&E's $1.1 billiar liability insurance. In the
fourth quarter of 2009, SDG&E recorded additioreslarves and a corresponding receivable from lditiainsurance for additional
settlements with the homeowner insurers and readpeatimable amounts related to the claims of ophaintiffs. There was no
effect on SDG&E's or Sempra Energy's 2009 earrfiregs the recording of the reserves. In 2009, caskived from liability
insurance ($662 million), net of settlement payred®652 million), was $10 million. Also, SDG&E'ssimrance paid $150 million of
claims directly to plaintiffs. After payments by SIBE's liability insurers in 2009, remaining reses\a December 31, 2009 were
$270 million. The remaining receivable of $273 roill reflects timing differences between paymentSBG&E's liability insurers
and settlement payments.

NATURAL GAS CONTRACTS

Natural Gas

SoCalGas has the responsibility for procuring redtgas for both SDG&E'’s and SoCalGas’ core custenrea combined portfolio.
SoCalGas buys natural gas under short-term andtiEmng contracts for this portfolio. Purchases aoenfvarious southwestern U.S.,
U.S. Rockies, Canadian and California suppliersamedorimarily based on published monthly bid-waelices.

SoCalGas transports natural gas primarily undeg-tenm firm interstate pipeline capacity agreeméinés provide for annual
reservation charges, which are recovered in r&®8alGas has commitments with interstate pipelomepanies for firm pipeline
capacity under contracts that expire at varioussititrough 2025.

At December 31, 2009, the future minimum paymentden existing natural gas contracts and naturabtgaage and transportation
contracts were:

Sempra Energy Consolidated

(Dollars in millions) Transportation Natural Gas(1) Total(1)

2010 $ 123 $ 1,039 $ 1,162
2011 80 315 395
2012 46 7 53
2013 45 7 52
2014 35 6 41
Thereafter 176 - 176
Total minimum payments $ 505 $ 1,374 $ 1,879

|
(1) Excludes amounts related to Sempra LNG's contracts with Tangguh PSC and RasGas discussed below.
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(Dollars in millions) Transportation Natural Gas Total

2010 $ 123 $ 1,003 $ 1,126

2011 80 309 389

2012 46 3 49

2013 45 3 48

2014 35 3 38

Thereafter 176 - 176

Total minimum payments $ 505 $ 1,321 $ 1,826

Total payments under these natural gas contrages: we

Years ended December 31,

(Dollars in millions) 2009 2008 2007
Sempra Energy Consolidated $ 1,754  $ 3469 $ 2,976
SDG&E - 12 390
SoCalGas 1,452 3,145 2,413
LNG

Sempra LNG has a purchase agreement with TanggGh@8tractors (Tangguh PSC) for the supply of LN@iealent to 500
million cubic feet of natural gas per day to bedekd from Tangguh PSC’s Indonesian liquefactiaxility to the Energia Costa
Azul receipt terminal. The contracted deliverieslemthis 20-year agreement began in late 2009 dhdse half of the capacity of
Energia Costa Azul. The price of LNG under thistcact is based on the Southern California bordeéexn

Although the LNG purchase contract specifies a mum number of cargoes to be delivered, under ttmestef the contract,
Tangguh PSC may divert certain cargoes to othéomess, which would reduce amounts paid under dméract by Sempra LNG.
As of December 31, 2009, if all cargoes under th&ract were to be delivered, future payments uttdsrcontract would be

= $847 million in 2010

= $1.0 billion in 2011

= $1.0 billion in 2012

= $1.1 billion in 2013

= $1.1 billion in 2014

= $18.2 hillion for the remainder of the contraciter

The amounts above are based on forward priceeddtiuthern California border index price from 26d2014, plus an estimated
one percent escalation per year beyond 2014. SelnNfBahas a natural gas sales contract to sell topoof the LNG purchased
from Tangguh PSC to Mexico’s national electric camp, Comision Federal de Electricidad (CFE) atgwithat are based on the
Southern California border index price. Sempra L&l§b has a natural gas sales agreement with RBgragdommodities for RBS
Sempra Commodities to market any volumes purchfieed Tangguh PSC that are not sold by Sempra LNtBedCFE.

Sempra LNG has a purchase agreement with Ras Lhiffiaefied Natural Gas Company Limited (RasGas)tifier supply of LNG
cargoes to be delivered by RasGas to Sempra LN@&seton LNG receipt terminal. Under this agreemeiffiéctive August 2009
through the end of 2010, RasGas has the optioelteed and sell up to 52 cargoes to Sempra LN@, @ice based on market prices
in the U.S. Gulf of Mexico. As of December 31, 20B&sGas may deliver up to 32 cargoes through 2040.cargoes were to be
delivered, payments in 2010 for these cargoes woaldpproximately $813 million.

PURCHASED-POWER CONTRACTS

For 2010, SDG&E expects to receive 25 percentsofustomer power requirements from DWR allocatidie remaining
requirements are expected to be met as follows

= SONGS: 17 percent

= Long-term contracts: 23 percent (of which 10 perégprovided by renewable energy contracts exgian
various dates through 2025)

= Other SDG&E-owned generation (including Palomax toiling contracts (including OMEC and Orange Gepv
28 percent

= Spot market purchases: 7 percent

The long-term contracts expire on various datesutdin 2035.

At December 31, 2009, the estimated future mininpayments under SDG&E'’s long-term purchased-powetraots (not including
the DWR allocations) were:

(Dollars in millions)

2010 $ 335
2011 238
2012 238

2013 235
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Total minimum payments(1) $ 2,665

- -~ |

1) Excludes amounts related to Otay Mesa VIE and Orange Grove VIE as they are
consolidated at SDG&E.

The payments represent capacity charges and miniemargy purchases. SDG&E is required to pay additiamounts for actual
purchases of energy that exceed the minimum ereangynitments. Excluding DWR-allocated contractsaltpayments under the
contracts were:

= $413 million in 2009

= $393 million in 2008

= $351 million in 2007

OPERATING LEASES

Sempra Energy, SDG&E, PE and SoCalGas have opglatises on real and personal property expiringuadus dates from 2010
2045. Certain leases on office facilities contanagation clauses requiring annual increases inragging from two percent to six
percent at Sempra Energy, two percent to six peateBDG&E, and two percent to five percent at deEhand SoCalGas. The
rentals payable under these leases may increaasdidxgd amount each year or by a percentage ofa yaar, and most leases con
extension options that we could exercise.

The Sempra Utilities had an operating lease agraefoefleet vehicles with GE Capital that was tarated in November 2008, with
remaining rental commitments to be paid by Jan@adyl. In November 2008, to replace the prior age@nthe Sempra Ultilities
entered into an operating lease agreement forvigatles with RBS Asset Finance, Inc. with an aggte maximum lease limit of
$100 million.

Rent expense for all operating leases totaled:

Years ended December 31,

(Dollars in millions) 2009 2008 2007

Sempra Energy Consolidated $ 101 % 100 $ 141
SDG&E 24 25 24
PE 65 65 68

SoCalGas 52 52 54
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Sempra
Energy
(Dollars in millions) Consolidated SDG&E PE SoCalGas
2010 $ 88 $ 20% 50 $ 43
2011 77 19 36 36
2012 46 17 6 6
2013 42 15 5 5
2014 41 14 4 4
Thereafter 360 58 12 12
Total future rental commitments $ 654 $ 143 $ 113 $ 106

CAPITAL LEASES

During 2009, the Sempra Utilities entered into greament with U.S. Bancorp Asset Finance which ides/leases for fleet vehicl
that were not renewed under the agreement with &fit&l, which we discuss above. Under the agreemightU.S. Bancorp Asset
Finance, the leases for fleet vehicles are calgitedes.

Total capital lease payments were as follows:

Year ended
December 31,
(Dollars in millions) 2009
Sempra Energy Consolidated $ 4
SDG&E 1
SoCalGas 3

There were no capital lease payments in 2008 or.200
At December 31, 2009, the minimum commitments pkeyabfuture years under all capital leases wer®kmwvs:

Sempra

Energy
(Dollars in millions) Consolidated SDG&E SoCalGas
2010 $ 16 $ 5% 11
2011 12 5 7
2012 10 5 5
2013 5 3 2
2014 3 2 1
Thereafter - - -
Total future rental commitments $ 46 $ 20% 26

CONSTRUCTION AND DEVELOPMENT PROJECTS

Sempra Energy has various capital projects in @gin the United States and in Mexico. The foltayis a summary of contractual
commitments and contingencies related to the coctsbin projects.

SDG&E
At December 31, 2009, SDG&E has commitments to nfiakee payments of $453 million for constructiamjects including:
= $219 million for implementation of the Advanced Meng Infrastructure Program;

= $166 million for the engineering, material procusthand construction costs associated with theiSanr
Powerlink project; and

= $49 million related to the replacement of the stegmerators and other construction projects at SONG

SDG&E expects future payments under these conthcammitments to be $355 million in 2010, $81 miilin 2011 and $17
million in 2012.

SoCalGas

At December 31, 2009, SoCalGas has commitmentsai@future payments of $48 million for constructamd infrastructure
improvements for natural gas transmission andilligton operations. The future payments under ticesgractual commitments are
expected to be $47 million in 2010 and $1 milliar2011.

Sempra Pipelines & Storag

Sempra Pipelines & Storage has commitments focdnstruction of natural gas storage facilities ay Bas and Mississippi Hub.
December 31, 2009, Sempra Pipelines & Storage ¢éxpeenake payments of $16 million and $30 millioespectively, in 2010
under these contrac
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Parish, Louisiana. The partnership is committedaiostruction agreements and expects to make pagroéfit mifirsge #2809 207088,
these agreements.

GUARANTEES
Sempra Energy’s guarantees related to RBS Sempran@dities and Rockies Express are discussed in ®lote
As of December 31, 2009, SDG&E and SoCalGas dichaeé any outstanding guarantees.

SEMPRA GENERATION'S CONTRACT WITH THE DWR

In May 2001, Sempra Generation entered into a &ar-ggreement with the DWR to supply up to 1,900 d\gower to California.
Sempra Generation delivers energy to the DWR, pifynfrom its portfolio of natural gas-fired plants the western United States
and Baja California, Mexico. Additional informati@oncerning this contract is provided under "Ldgaiceedings - DWR Contract"
above.

DEPARTMENT OF ENERGY NUCLEAR FUEL DISPOSAL

The Nuclear Waste Policy Act of 1982 made the Dé#ponsible for the disposal of spent nuclear tdelvever, it is uncertain wht
the DOE will begin accepting spent nuclear fuenfrSONGS. This delay will lead to increased costssfrent fuel storage. This c«
will be recovered through SONGS revenue unless SB@&gable to recover the increased cost from tHerid government.

OTHER
We discuss reserves at Sempra Energy and SDG&¥Hilftfire litigation above in "SDG&E Wildfire Litigéon."
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ENVIRONMENTAL ISSUES

Our operations are subject to federal, state acal Environmental laws. We also are subject to legiguns related to hazardous
wastes, air and water quality, land use, solid vdigposal and the protection of wildlife. Thesedand regulations require that we
investigate and correct the effects of the relemsisposal of materials at sites associated withpast and our present operations.
These sites include those at which we have beaeniifidel as a Potentially Responsible Party (PRR)eurthe federal Superfund laws
and similar state laws.

In addition, we are required to obtain numerousegomental permits, licenses and other approvatenstruct facilities and operate
our businesses. The related costs of environmardaltoring, pollution control equipment, cleanustsy and emissions fees are
significant. Increasing national and internatiocahcerns regarding global warming and mercury,@adioxide, nitrogen oxide and
sulfur dioxide emissions could result in requiremseior additional pollution control equipment ogsificant emissions fees or taxes
that could adversely affect Sempra Generation.Sdrapra Utilities' costs to operate their faciliiezompliance with these laws a
regulations generally have been recovered in custoates
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millions) our capital expenditures in order to cdynwith environmental laws and regulations:

Years ended December 31,

2009 2008 2007
Sempra Energy Consolidated(1) $ 43 % 30 % 19
SDG&E 24 18 11
SoCalGas 17 9 6

(1) In cases of non-wholly owned affiliates, includes only our share.

Increases in 2009 compared to 2008 are primarigytdilSoCalGas' spending on gas transmission pso8BXtG&E's improvements
its electric transmission system and spending oissgoms-control equipment. Increases in 2008 coatgty 2007 are primarily due
to SDG&E's spending related to the Sunrise Powedimd the Miramar Il peaking plant, and Sempra Ld\N&pending related to the
Energia Costa Azul LNG receipt terminal. We havetidentified any significant environmental issuegside the United States.
From 2009 through 2013, SDG&E expects to incursoftpproximately $190 million for environmentaitigation measures
associated with the Sunrise Powerlink construgbiaject.

At the Sempra Utilities, costs that relate to cari@perations or an existing condition caused st pperations are generally recor
as a regulatory asset due to the probability thede costs will be recovered in rates.

The environmental issues currently facing us oolkesl during the last three years include 1) ingasion and remediation of the
Sempra Utilities' manufactured-gas sites, 2) cleasfithird-party waste-disposal sites used by then@a Utilities at sites which
have been identified as PRPs and 3) mitigatioraofiage to the marine environment caused by thergpalater discharge from
SONGS. The requirements for enhanced fish proteetia restoration of 150 acres of coastal wetldmdhe SONGS mitigation a
in process and a 15kre artificial reef was completed in 2008. Thdddielow shows the status at December 31, 200&eo0Sempr
Utilities' manufactured-gas sites and the thirdyparaste-disposal sites identified as PRPs:

# Sites # Sites
Completed In Process

SDG&E

Manufactured-gas sites 3 -
Third-party waste-disposal sites 1 1
SoCalGas

Manufactured-gas sites 35 7
Third-party waste-disposal sites 1 1

We record environmental liabilities at undiscoung@dounts when our liability is probable and theteasn be reasonably estimated.
In many cases, however, investigations are noatyatstage where we can determine whether weadnie lor, if the liability is
probable, to reasonably estimate the amount orerahgmounts of the costs. Estimates of our ligbdre further subject to
uncertainties such as the nature and extent o€sittamination, evolving cleanup standards and écipe engineering evaluations.
We review our accruals periodically and, as ingggtons and cleanup proceed, we make adjustmemiscassary. The following
table shows (in millions) our accrued liabilities £nvironmental matters at December 31, 2009:

Waste Former Fossil- Other
Manufactured Disposal Fueled Power Hazardous
Gas Sites Sites (PRP)(1) Plants Waste Sites Total
SDG&E(2) $ 0.4 $ 0.2 $ 6.1 $ 0.7 $ 7.4
SoCalGas 26.4 0.5 - 1.0 27.9
Other 0.2 0.9 - - 11
Total Sempra Energy $ 27.0 $ 1.6 $ 6.1 $ 17 $ 36.4

(1) Site for which we have been identified as a Potentially Responsible Party.
(2) Does not include SDG&E's liability for SONGS marine mitigation.

We expect to pay the majority of these accruals thee next three years. In connection with thedsse of operating permits,
SDG&E and the other owners of SONGS previouslylied@an agreement with the California Coastal Comsimnisto mitigate the
damage to the marine environment caused by théngpalater discharge from SONGS. At December 3192@DG&E's share of
the estimated mitigation costs remaining to be sgignugh 2050 is $14 million, which is recoverabigates.

We discuss renewable energy requirements in Nosnti5greenhouse gas regulation in Note 16.

NUCLEAR INSURANCE

SDG&E and the other owners of SONGS have insurémcever claims from nuclear liability incidentdsaing at SONGS. This
insurance provides $300 million in coverage limit& maximum amount available, including coverageatts of terrorism. In
addition, the Price-Anderson Act provides for ui®.2 billion of secondary financial protectior=(. If a nuclear liability loss
occurring at any U.S. licensed/commercial reackgeeds the $300 million insurance limit, all nuclesactor owners could be
required to contribute to the SFP. SDG&E' s contiin would be up to $47 million. This amount idct to an annual maximum
of $7 million, unless a default occurs by any otBEINGS owner. If the SFP is insufficient to coves tiability loss, SDG&E couli
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The SONGS owners, including SDG&E, also have $2illion of nuclear property, decontamination, arebds rer% ?/a ?ns%rance.

In addition, the SONGS owners have up to $490 amillnsurance coverage for outage expenses ancteepdat power costs due to
accidental property damage. This coverage is lunite$3.5 million per week for the first 52 weeltgen $2.8 million per week for 1
to 110 additional weeks. There is a 12-week waigiagod deductible. These insurance coveragesrarvéded through a mutual
insurance company. Insured members are subjeetrtuspective premium assessments. SDG&E coulddesssd up to $8.5 millic

The nuclear property insurance program includeisdustry aggregate loss limit for non-certifiedsaof terrorism (as defined by the
Terrorism Risk Insurance Act). The industry aggtedass limit for property claims arising from noertified acts of terrorism is
$3.24 billion. This is the maximum amount that vaiél paid to insured members who suffer losses madas from these non-
certified terrorist acts.

CONCENTRATION OF CREDIT RISK

We maintain credit policies and systems to managewerall credit risk. These policies include aaleation of potential
counterparties' financial condition and an assigmroé credit limits. These credit limits are estabéd based on risk and return
considerations under terms customarily availabé@industry. We grant credit to utility customarsd counterparties, substantially
all of whom are located in our service territorjhieh covers most of Southern California and a partf central California for
SoCalGas, and all of San Diego County and an adjgmetion of Orange County for SDG&E.

As described above, Sempra Generation has a comtitache DWR to supply up to 1,900 MW of powerthe state over 10 years,
beginning in 2001. Sempra Generation would besatfar the amounts of outstanding billings anddbetinued viability of the
contract if the DWR were to default on its paymamser this contract. The average monthly billiagted to this contract is $26
million and is normally collected by the end of thext month.

When they become operational, projects at Sempi@ ahNd Sempra Pipelines & Storage place significelignce on the ability of
their suppliers and customers to perform on lomgitagreements and on our ability to enforce cohteams in the event of
nonperformance. We consider many factors, incluttiggnegotiation of supplier and customer agreemevtien we evaluate and
approve development projects.

As a transitional measure, we continue to proviaekkup guarantees for a portion of RBS Sempra Coditiee' trading obligations
and for certain credit facilities with third pafgnders pending novation of the remaining tradibligations to RBS, or after the
closing of the transaction we discuss in Note 83.P. Morgan Ventures Energy Corporation. In aafditin conjunction with the
other owners of the Rockies Express, we guarante&i® Express' borrowings under its credit faciiWe discuss these credit
guarantees in Note 6.

NOTE 18. SEGMENT INFORMATION

We have five separately managed reportable segrentsllows:
1. SDG&Eprovides electric service to San Diego and soutl¥emge counties and natural gas service to SagoOi®unty.

2. SoCalGass a natural gas distribution utility, serving ausiers throughout most of Southern California amtl giacentral
California.

3. Sempra Commoditid®lds our investment in RBS Sempra Commoditiesjrd yenture with RBS. The partnership
was formed on April 1, 2008 from our commoditiesrkading businesses previously reported in this ssgnThe
partnership's commaodity trading businesses sers®mers in natural gas, electricity, petroleum pettoleum
products, and base metals. Sempra Commoditiesralemles the operating results of Sempra Rockieskdting,
which holds firm service capacity on the Rockiepiess Pipeline. We provide further discussion rdiggrthe joint
venture in Note 4.

On February 16, 2010, Sempra Energy, RBS and thiegrahip entered into an agreement to sell celfaginesses
within the partnership. We discuss this transacéiod related agreements affecting the partnershijpie 20.

4. Sempra Generatiodevelops, owns and operates, or holds interestddntric power plants and energy projects in
Arizona, California, Nevada, Indiana, Hawaii andxiée to serve wholesale electricity markets in Kokmerica.

5. Sempra Pipelines & Storagkevelops, owns and operates, or holds interestatnral gas pipelines and storage
facilities in the United States and Mexico, and pamies that provide natural gas or electricity mewin
Argentina, Chile, Mexico and Peru. We are curreptlysuing the sale of our interests in the Argentitilities,
which we discuss further in Note 4. Sempra PipslifisStorage also operates a small natural gashdisn utility
in Southwest Alabama.

We evaluate each segment's performance based amitibution to Sempra Energy’s reported earnifigie Sempra Utilities
operate in essentially separate service territpueder separate regulatory frameworks and ratetsires set by the CPUC. The
Sempra Utilities' operations are based on ratelystite CPUC and the FERC. We describe the acaemypblicies of our segments
Note 1.

Sales to the DWR, which is a customer of the Ser@maeration segment and which is discussed inwssections of this Annual
Report, comprised 9 percent of our revenues in 200%ercent in 2008 and 9 percent in 2007.

The operations of Bangor Gas and Frontier Enerdpclwwe discontinued in June 2006 and discuss ite Sphad been in the
Sempra Pipelines & Storage segment.

The following tables show selected information bgrment from our Consolidated Statements of Opera@md Consolidate
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Amounts labeled as "all other" in the following ledbconsist primarily of parent organizations aethfra LNG. g



WPD-6

SEGMENT INFORMATION

Screening Data Part 2 of 2

(Dollars in millions) peeshe s
Years ended December 31,
2009 2008 2007
REVENUES
SDG&E $ 2,916 36 % $ 3,251 30 % $ 2,852 25 %
SoCalGas 3,355 41 4,768 44 4,282 38
Sempra Commaodities 73 1 500 5 2,674 23
Sempra Generation 1,106 14 1,784 17 1,476 13
Sempra Pipelines & Storage 465 6 457 4 314 3
All other 278 3 74 1 (22) -
Adjustments and eliminations - - @) - (51) Q)
Intersegment revenues (87) 1) (69) 1) (87) (1)
Total $ 8,106 100 % $ 10,758 100 % $ 11,438 100 %
INTEREST EXPENSE
SDG&E $ 104 $ 96 $ 96
SoCalGas 68 62 70
Sempra Commaodities 7 23 48
Sempra Generation 12 15 15
Sempra Pipelines & Storage 34 18 16
All other 303 156 206
Intercompany eliminations (161) (117) (179)
Total $ 367 $ 253 $ 272
INTEREST INCOME
SDG&E $ 1 $ 6 $ 8
SoCalGas 3 11 27
Sempra Commaodities - 7 17
Sempra Generation 12 9 28
Sempra Pipelines & Storage 17 18 14
All other 149 111 157
Intercompany eliminations (161) (117) (179)
Total $ 21 $ 45 $ 72
DEPRECIATION AND AMORTIZATION
SDG&E $ 329 42 % $ 298 43 % $ 301 44 %
SoCalGas 293 38 280 41 281 41
Sempra Commaodities - - 6 1 26 3
Sempra Generation 58 8 56 8 56 8
Sempra Pipelines & Storage 45 6 20 3 11 2
All other 50 6 27 4 11 2
Total $ 775 100 % $ 687 100 % $ 686 100 %
INCOME TAX EXPENSE (BENEFIT)
SDG&E $ 177 $ 161 $ 135
SoCalGas 144 140 160
Sempra Commodities 108 201 252
Sempra Generation 103 100 111
Sempra Pipelines & Storage (20) 23 2
All other (90) (187) (132)
Total $ 422 $ 438 $ 524
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Years ended December 31,

2009 2008 2007
EQUITY EARNINGS (LOSSES)
Earnings (losses) recorded before tax:
Sempra Commodities $ 463 $ 383 $ -
Sempra Generation ) 8 9
Sempra Pipelines & Storage 50 43 4
All other (12) (14) (14
Total $ 499 $ 420 $ (9)

Earnings recorded net of tax:

Sempra Pipelines & Storage $

Sempra Commodities

Total $

68 $ 60 $ 59
- 3 40
68 $ 63 $ 99

EARNINGS (LOSSES)

SDG&E(1) $ 344 31% % 339 31%  $ 283 25 %
SoCalGas(1) 273 24 244 22 230 21
Sempra Commodities 345 31 345 31 499 45
Sempra Generation 162 15 222 20 162 15
Sempra Pipelines & Storage 101 9 106 9 64 6
Discontinued operations - - - - (26) 2)
All other (106)  (10) (143) (13) (113)  (10)
Total $ 1,119 100 % $ 1,113 100 % $ 1,099 100 %
ASSETS
SDG&E $ 10,229 /6% $ 9,079 4%  $ 8,499 30 %
SoCalGas 7,287 25 7,351 28 6,406 22
Sempra Commodities 2,255 8 2,092 8 8,620 30
Sempra Generation 2,048 7 1,860 7 1,759 6
Sempra Pipelines & Storage 4,485 16 4,060 15 2,287 8
All other 2,872 10 2,843 11 2,182 8
Intersegment receivables (664) ) (885) 3) (1,036) Q)
Total $ 28,512 100 % $ 26,400 100 % $ 28,717 100 %
EXPENDITURES FOR PROPERTY, PLANT &
EQUIPMENT
SDG&E $ 955 50 % $ 884 43 % $ 714 35 %
SoCalGas 480 25 454 22 457 23
Sempra Commodities - - 21 1 43 2
Sempra Generation 38 2 59 3 13 1
Sempra Pipelines & Storage 200 10 264 13 267 13
All other 239 13 379 18 517 26
Total $ 1,912 100 % $ 2,061 100 % $ 2,011 100 %

GEOGRAPHIC INFORMATION
Long-lived assets:

United States $ 19,870 8% $ 17,637 88 % $ 13,752 85 %
Latin America 2,734 12 2,476 12 2,352 15
Europe - - - - 23 -
Total $ 22,604 100% $ 20,113 100% $ 16,127 100 %
Revenues:
United States $ 7,476 2% $ 9,743 91% $ 10,165 89 %
Latin America 630 8 918 8 652 6
Europe - - 93 1 525 5
Canada - - (12) - 37 -
Asia - - 16 - 59 -
Total $ 8,106 100 % $ 10,758 100 % $ 11,438 100 %

(1) After preferred dividends.
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NOTE 19. QUARTERLY FINANCIAL DATA (UNAUDITED)

SEMPRA ENERGY
(In millions, except for per share amounts)
Quarters ended

March 31 June 30 September 30 December 31

2009
Revenues $ 2,108 $ 1,689 $ 1,853 $ 2,456
Expenses and other income $ 1690 $ 1433 $ 1,443 $ 2,064
Net income $ 325 % 189 $ 302 % 306
Earnings attributable to Sempra Energy $ 316 $ 198 $ 317 $ 288
Basic per-share amounts(1):

Net income $ 135 $ 0.78 $ 124 $ 1.25

Earnings attributable to Sempra Energy $ 131 $ 082 $ 130 $ 1.18

Weighted average common shares outstanding 241.8 242.7 243.9 244.9
Diluted per-share amounts(1):

Net income $ 133 $ 0.76 $ 121 % 1.23

Earnings attributable to Sempra Energy $ 129 $ 0.80 $ 127 $ 1.16

Weighted average common shares outstanding 245.0 247.1 248.5 248.7
. ____________________________________________________________________________________________________________________________________]
2008(2)
Revenues $ 3270 $ 2,503 $ 2,692 $ 2,293
Expenses and other income $ 2920 $ 2,057 $ 2314 % 2,024
Net income $ 244 $ 262 $ 302 % 260
Earnings attributable to Sempra Energy $ 242 % 244 $ 308 $ 319
Basic per-share amounts(1):

Net income $ 094 $ 1.07 $ 124 % 1.07

Earnings attributable to Sempra Energy $ 094 $ 099 $ 126 $ 1.32

Weighted average common shares outstanding 258.6 245.6 243.8 241.7
Diluted per-share amounts(1):

Net income $ 093 $ 105 $ 122 % 1.06

Earnings attributable to Sempra Energy $ 092 $ 098 $ 124 % 1.30

Weighted average common shares outstanding 262.7 249.7 247.9 2445

(1) Earnings per share are computed independently for each of the quarters presented and therefore may not sum to the total for the year.
(2) As adjusted for the retrospective adoption of ASC 810 (SFAS 160).

In the first quarter of 2009, Net Income and EagsiAttributable to Sempra Energy included $116iorillat Sempra Commodities
for earnings from the joint venture with RBS, comgghto $59 million of earnings for the commoditirssinesses in the same period
in 2008, prior to the formation of the joint vergur

In the second quarter of 2009, Expenses and Otlgerre included an asset write-off of $132 millietated to Sempra Pipelines &
Storage's Liberty Gas Storage project. The wrifarefatively impacted Net Income and Earnings Bittable to Sempra Energy by
$97 million and $64 million, respectively.

In the first quarter of 2008, Revenues included7dtilion and Expenses and Other Income includegR$Rillion for Sempra
Commodities prior to the formation of RBS SemprarBwodities on April 1, 2008.

We discuss quarterly fluctuations related to SDGRE,and SoCalGas below.
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(Dollars in millions)
Quarters ended

March 31 June 30 September 30 December 31
2009
Operating revenues $ 732 % 631 $ 773 % 780
Operating expenses 557 518 601 651
Operating income $ 175 % 113 % 172 % 129
Net income $ 107 $ 91 $ 92 $ 83
(Earnings) losses attributable to noncontrolling interests @) (20) 18 (15)
Earnings 100 71 110 68
Dividends on preferred stock (1) 1) (2 (1)
Earnings attributable to common shares $ 9 $ 70 $ 108 $ 67
- - - - - - - -]
2008(1)
Operating revenues $ 746 % 754 $ 949 $ 802
Operating expenses 617 642 757 665
Operating income $ 129 % 112 % 192 % 137
Net income $ 75 $ 77 $ 118 $ 20
(Earnings) losses attributable to noncontrolling interests - (15) 7 62
Earnings 75 62 125 82
Dividends on preferred stock (1) 1) (2 (1)
Earnings attributable to common shares $ 74 $ 61 $ 123 $ 81

(1) As adjusted for the retrospective adoption of ASC 810 (SFAS 160).

Net Income and Earnings Attributable to Common 8kam both the first and second quarters of 200Rided $16 million o
authorized base margin due to the implementatich@2008 GRC in the third quarter 2008. We disthedinal CPUC decision,
issued in July 2008, in Note 16.

Net Income and Earnings Attributable to Common 8&am the first quarter of 2008 included the fabdgaesolution of prior year
income tax issues of $9 million. Net Income andriifags Attributable to Common Shares in the thirdrter of 2008 included $33
million for the retroactive impact of the 2008 GR€cision for January 1 through June 30, 2008, bifgeeserves for litigation
matters of $17 million.



WPD-6
Screening Data Part 2 of 2

PE
(Dollars in millions)

Quarters ended

Page 5294 of 7002

March 31 June 30 September 30 December 31
2009
Operating revenues $ 920 $ 694 $ 662 $ 1,079
Operating expenses 810 579 527 963
Operating income $ 110 $ 115 $ 135 $ 116

Net income

Preferred dividends of subsidiary
Earnings

Dividends on preferred stock

Earnings attributable to common shares
2008(1)

Operating revenues

Operating expenses

Operating income

Net income

Preferred dividends of subsidiary
Earnings

Dividends on preferred stock

Earnings attributable to common shares

$ 59 $ 63 $ 73 $ 75
- (1) - -

59 62 73 75
1) ) ) 1)

$ 58 $ 61 $ 72 % 74
$ 1556 $ 1,143 $ 1,077 $ 992
1,447 1,041 946 899

$ 109 $ 102 $ 131 $ 93

$ 58 $ 58 $ 80 $ 57
- (1) - -

58 57 80 57
@ @) @) @

$ 57 $ 56 $ 79 $ 56

(1) As adjusted for the retrospective adoption of ASC 810 (SFAS 160).
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SOCALGAS
(Dollars in millions)
Quarters ended

March 31 June 30 September 30 December 31

2009

Operating revenues $ 920 $ 694 $ 662 $ 1,079
Operating expenses 810 578 530 961
Operating income $ 110 $ 116 $ 132 $ 118
Net income $ 59 $ 66 $ 74 $ 75
Dividends on preferred stock - (1) - -
Earnings attributable to common shares $ 59 $ 65 $ 74 $ 75
. ____________________________________________________________________________________________________________________________________]
2008

Operating revenues $ 1556 $ 1,143 $ 1,077 $ 992
Operating expenses 1,446 1,042 946 900
Operating income $ 110 $ 101 $ 131 $ 92
Net income $ 57 $ 57 $ 77 % 54
Dividends on preferred stock - (1) - -
Earnings attributable to common shares $ 57 $ 56 $ 77 % 54

Net Income and Earnings Attributable to Common 8&ém both the first and second quarters of 200Rided $3 million o
authorized base margin due to the implementatich@®008 GRC in the third quarter of 2008. We ascthe final CPUC decision,
issued in July 2008, in Note 16.

Fluctuations in Revenues and Expenses and Othemi@én 2009 compared to 2008 were largely drivendityral gas prices, which
were substantially lower in 2009. Compared to Hieltquarter of 2009, Operating Revenues and Oipgr&xpenses increased in
fourth quarter of 2009 due to higher natural gasegrand volumes.

Net Income and Earnings Attributable to Common 8&am the third quarter of 2008 for PE and SoCal@esded $7 million for th
retroactive impact of the 2008 GRC decision foru#am 1 through June 30, 2008.

Net Income and Earnings Attributable to Common 8&am the fourth quarter of 2008 for PE and SoCali@aluded litigatior
expenses of $7 million.
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NOTE 20. SUBSEQUENT EVENT

In November 2009, RBS announced its intention westiits interest in RBS Sempra Commodities in eation with a directive
from the European Commission to dispose of cedasets. On February 16, 2010, Sempra Energy, RB&arpartnership (Seller
Parties) entered into an agreement (the PurchasseAgent) with J.P. Morgan Ventures Energy Corponafd.P. Morgan Ventures),
whereby J.P. Morgan Ventures will purchase theWithg businesses from the joint venture:

= the global oil, metals, coal, emissions (other teanissions related to the partnership’s North Aoaripower
business), plastics, agricultural commodities amtentrates commodities trading and marketing legsin

= 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.

The transaction is expected to close in the seqoadter of 2010. J.P. Morgan Ventures will payaggregate purchase price equi
the estimated book value at closing of the busempsirchased, generally computed on the basisR$ lfas adopted by the Europ:
Union), plus an amount equal to $468 million. SeanBnergy will be entitled to 53-1/3 percent of #ygregate purchase price, and
RBS will be entitled to 46-2/3 percent of the aggte purchase price. We are currently evaluatiegetfect of the proposed
transaction on our investment and share of equéthod earnings, which will be impacted by the jei@nture’s allocation of
goodwill to the transaction, U.S. GAAP/IFRS diffeces and the application of equity method accogntin

In conjunction with the transaction, JPMorgan Ch&asgo. has delivered a guaranty in favor of thde@dParties to guarantee certain
obligations, including the payment obligations,Jd?. Morgan Ventures under the Purchase Agreement.
The closing is subject to several conditions, idiig the following:

= governmental approvals from the U.K. Financial 8sy Authority, the U.S. Department of Justice edéral
Trade Commission under the Hart-Scott-Rodino Amsitimprovements Act of 1976, as amended, andrasitit
approvals from regulators in Canada and in a lidnitember of other jurisdictions

if necessary, the obtaining of a license from thésS Federal Market Supervisory Authority

= a condition to the obligation of the Seller Partieglose the transaction that JP Morgan Chase 816
experience a ratings downgrade below the levelipédn the Purchase Agreement

entering into certain related agreements, includinggreement pursuant to which the partnershipvavide
transition services to the purchased businessksvialy the closing

In connection with the transaction under the Pwselfagreement, we and RBS entered into a letteleawgat to negotiate, prior to
closing of the transaction, definitive documentatio amend certain provisions of the Limited LigkiPartnership Agreement dated
April 1, 2008 between Sempra Energy and RBS (Pestiie Agreement) to, among other things:

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

= Eliminate each partner’s preferred return (curgeh8 percent per year) and to move to a 50/50 spari net
income, if and when our invested capital is reduce®950 million or less by the return of capi@lhe partners

= Terminate the restrictions on the partners’ abilityransfer their partnership interests prior {iA2012 (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 ri@ing 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.

GLOSSARY

AB 32 California Assembly Bill 32 EITF Emerging Issues Task Force

AD Alternate Decision Elk Hills Elk Hills Power

AFUDC Allowance for Funds Used During EPA Environmental Protection Agency
Construction

ALJ Administrative Law Judge EPS Earnings per Share

AOCI Accumulated Other Comprehensive Income ESOP Employee Stock Ownership Plan

AMI Advanced Metering Infrastructure FASB Financial Accounting Standards Board



ARB

ASC

ASU

Bay Gas

BCAP

Bcf

Black-Scholes Model

BLM

Cal Fire

CARB

CBD

CEC

CEOB

CEQA

CFE

Conoco

Court of Appeal

CPUC

CRRs

DOE

DRA

DWR

Ecogas

Edison

Accounting Research Bulletin

Accounting Standards Codification

Accounting Standards Update

Bay Gas Storage Company

Biennial Cost Allocation Proceeding

Billion Cubic Feet (of natural gas)

Black-Scholes Option-Pricing Model

Bureau of Land Management

California Department of Forestry and Fire
Protection

California Air Resources Board

Center for Biological Diversity/Sierra Club

California Energy Commission

California Energy Oversight Board

California Environmental Quality Act

Comisién Federal de Electricidad

ConocoPhillips

California Court of Appeal

California Public Utilities Commission

Congestion Revenue Rights

Department of Energy

Division of Ratepayer Advocates

Department of Water Resources

Ecogas Mexico, S de RL de CV

Southern California Edison Company

FERC

FIN

Fowler Ridge Il

FSP

GAAP

GCIM

GRC

IBLA

ICSID

IFRS

I0Us

ISFSI

ISO

J.P. Morgan
Ventures

KMP

kv

Liberty

LIFO

LNG

MBFC

Mcf

Medicare Part D

Mississippi Hub

MICAM
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FASB Interpretation

Fowler Ridge 1l Wind Farm

FASB Staff Position

Accounting Principles Generally Accepted in the
United States of America

Gas Cost Incentive Mechanism
General Rate Case
Interior Board of Land Appeals

International Center for the Settlement of
Investment Disputes

International Financial Reporting Standards
Investor-owned Utilities

Independent Spent Fuel Storage Installation
Independent System Operator

J.P. Morgan Ventures Energy Corporation

Kinder Morgan Energy Partners, L.P.
Kilovolt

Liberty Gas Storage

Last-in first-out inventory costing method
Liquefied Natural Gas

Mississippi Business Finance Corporation
Thousand Cubic Feet (of natural gas)
Medicare

Mississippi Hub, LLC

Market Index Capital Adjustment Mechanism
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GLOSSARY (CONTINUED)

MMBtu

Mobile Gas
MSCI

MSCI EAFE index

MW

MWh

NAV

Ninth Circuit Court of Appeals
NRC

OClI

OMEC

OMEC LLC

Orange Grove

Orange Grove VIE

Otay Mesa VIE

oTC

PBOP plan trusts

PE

PG&E

ProLiance
PRP
PX

RasGas

RBS
RBS Sempra Commodities

REX

Million British Thermal Units (of natural
gas)

Mobile Gas Service Corporation

Morgan Stanley Capital International

MSCI Index for equity market
performance in Europe, Australasia and
Far East

Megawatt

Megawatt hour

Net Asset Value per Share

U.S. Court of Appeals for the Ninth Circuit

Nuclear Regulatory Commission

Other Comprehensive Income

Otay Mesa Energy Center

Otay Mesa Energy Center LLC

Orange Grove Energy L.P.

Orange Grove Energy L.P.

Otay Mesa Energy Center LLC

Over-the-counter

Postretirement benefit plan trusts

Pacific Enterprises

Pacific Gas and Electric

ProLiance Transportation LLC

Potentially Responsible Party

Power Exchange

Ras Laffan Liquefied Natural Gas
Company Limited

The Royal Bank of Scotland plc

RBS Sempra Commodities LLP

Rockies Express Pipeline

Rockies Express

ROE

ROR

RPS

SDG&E

Seller Parties

Sempra Utilities

SFAS

SFP

Shell

SoCalGas

SONGS

S&P

Supreme Court

Tangguh PSC

The Committee

The Plan

The Prior Plan

The Purchase
Agreement

Trust

UCAN

USFS

VaR

VEBA

VIE
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Rockies Express Pipeline LLC

Return on Equity

Return on Rate Base

Renewables Portfolio Standard

San Diego Gas & Electric Company

Sempra Energy, Royal Bank of Scotland plc
and RBS Sempra Commodities LLP

San Diego Gas & Electric Company and
Southern California Gas Company

Statement of Financial Accounting Standards

Secondary Financial Protection

Shell México Gas Natural

Southern California Gas Company

San Onofre Nuclear Generating Station

Standard & Poor's

United States Supreme Court

Tangguh PSC Contractors

Pension and Benefits Investment Committee

Sempra Energy 2008 Long Term Incentive
Plan for EnergySouth, Inc. Employees and
Other Eligible Individuals

2008 Incentive Plan of EnergySouth, Inc.

Agreement between Seller Parties and J.P.
Morgan Ventures

ESOP Trust

Utility Consumers Action Network

United States Forest Service

Value at Risk

Voluntary Employee Beneficiary Association

Variable Interest Entity
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Schedule of Significant Subsidiaries
at December 31, 2009

State of Incorporation or Other

Subsidiary Jurisdiction
Enova Corporation California
Pacific Enterprises California
Pacific Enterprises International California
San Diego Gas & Electric Company California
Sempra Commodities, Inc. Delaware
Sempra Energy International California
Sempra Energy Holdings 11l B.V. Netherlands
Sempra Energy Holdings XII B.V. Netherlands
Sempra Energy Holdings X B.V. Netherlands
Sempra Generation California
Sempra Global California

Southern California Gas Company California



Exhibit 21.2
Pacific Enterprises
Schedule of Significant Subsidiaries
at December 31, 2009

State of Incorporation or Other
Subsidiary Jurisdiction

Southern California Gas Company California

WPD-6
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I, Donald E. Felsinger, certify that:
1. | have reviewed this report on Form 10-K of Sentpnargy;

2. Based on my knowledge, this report does not cortajnuntrue statement of a material fact or omgtéde a
material fact necessary to make the statements,nralight of the circumstances under which suateshents
were made, not misleading with respect to the pesmvered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly
present in all material respects the financial ¢, results of operations and cash flows ofriagistrant as
of, and for, the periods presented in this report;

4. The registrant's other certifying officer and | aegponsible for establishing and maintaining disate
controls and procedures (as defined in ExchangdR@itgs 13a-15(e) and 15d-15(e)) and internal coptrer
financial reporting (as defined in Exchange Actédul3(a)-15(f) and 15d-15(f)) for the registrard &ave:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures
to be designed under our supervision, to ensuterhgerial information relating to the registrant,
including its consolidated subsidiaries, is madevin to us by others within those entities, paraclyl
during the period in which this report is beingpaeed;

b) Designed such internal control over financial réjpgr, or caused such internal control over finahcia
reporting to be designed under our supervisiopréwide reasonable assurance regarding the
reliability of financial reporting and the prepacatt of financial statements for external purposes i
accordance with generally accepted accounting ipfies;

c) Evaluated the effectiveness of the registrantslatisire controls and procedures and presentedsin th
report our conclusions about the effectivenessefdisclosure controls and procedures, as of te en
of the period covered by this report, based on swetuation; and

d) Disclosed in this report any change in the regmisanternal control over financial reporting that
occurred during the registrant's most recent figoalrter (the registrant's fourth fiscal quartethia
case of an annual report) that has materially tftecr is reasonably likely to materially affettte
registrant's internal control over financial refragt and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorterhal
control over financial reporting, to the registrarguditors and the audit committee of registrdrdard of
directors (or persons performing the equivalentfioms):

a) All significant deficiencies and material weaknessethe design or operation of internal contraiov
financial reporting which are reasonably likelyatversely affect the registrant's ability to regord
process, summarize and report financial informatiord

b) Any fraud, whether or not material, that involvearmagement or other employees who have a
significant role in the registrant's internal cahwver financial reporting.

February 25, 2010

/S/ Donald E. Felsing
Donald E. Felsinge
Chief Executive Office
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I, Mark A. Snell, certify that:
1. | have reviewed this report on Form 10-K of Sentpnargy;

2. Based on my knowledge, this report does not cortajnuntrue statement of a material fact or omgtéde a
material fact necessary to make the statements,nralight of the circumstances under which suateshents
were made, not misleading with respect to the pesmvered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly
present in all material respects the financial ¢, results of operations and cash flows ofriagistrant as
of, and for, the periods presented in this report;

4. The registrant's other certifying officer and | aegponsible for establishing and maintaining disate
controls and procedures (as defined in ExchangdR@itgs 13a-15(e) and 15d-15(e)) and internal coptrer
financial reporting (as defined in Exchange Actédul3(a)-15(f) and 15d-15(f)) for the registrard &ave:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures
to be designed under our supervision, to ensuterhgerial information relating to the registrant,
including its consolidated subsidiaries, is madevin to us by others within those entities, paraclyl
during the period in which this report is beingpaeed;

b) Designed such internal control over financial réjpgr, or caused such internal control over finahcia
reporting to be designed under our supervisiopréwide reasonable assurance regarding the
reliability of financial reporting and the prepacatt of financial statements for external purposes i
accordance with generally accepted accounting ipfies;

c) Evaluated the effectiveness of the registrantslatisire controls and procedures and presentedsin th
report our conclusions about the effectivenessefdisclosure controls and procedures, as of te en
of the period covered by this report, based on swetuation; and

d) Disclosed in this report any change in the regmisanternal control over financial reporting that
occurred during the registrant's most recent figoalrter (the registrant's fourth fiscal quartethia
case of an annual report) that has materially tftecr is reasonably likely to materially affettte
registrant's internal control over financial refragt and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorterhal
control over financial reporting, to the registrarguditors and the audit committee of registrdrdard of
directors (or persons performing the equivalentfioms):

a) All significant deficiencies and material weaknessethe design or operation of internal contraiov
financial reporting which are reasonably likelyatversely affect the registrant's ability to regord
process, summarize and report financial informatiord

b) Any fraud, whether or not material, that involvearmagement or other employees who have a
significant role in the registrant's internal cahwver financial reporting.

February 25, 2010

IS/ Mark A. Snel
Mark A. Snel
Chief Financial Office
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I, Debra L. Reed, certify that:
1. | have reviewed this report on Form 10-K of Sandgoi&€as & Electric Company;

2. Based on my knowledge, this report does not cortajnuntrue statement of a material fact or omgtéde a
material fact necessary to make the statements,nralight of the circumstances under which suateshents
were made, not misleading with respect to the pesmvered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly
present in all material respects the financial ¢, results of operations and cash flows ofriagistrant as
of, and for, the periods presented in this report;

4. The registrant's other certifying officer and | aegponsible for establishing and maintaining disate
controls and procedures (as defined in ExchangdR@itgs 13a-15(e) and 15d-15(e)) and internal coptrer
financial reporting (as defined in Exchange Actédul3(a)-15(f) and 15d-15(f)) for the registrard &ave:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures
to be designed under our supervision, to ensuterhgerial information relating to the registrant,
including its consolidated subsidiaries, is madevin to us by others within those entities, paraclyl
during the period in which this report is beingpaeed;

b) Designed such internal control over financial réjpgr, or caused such internal control over finahcia
reporting to be designed under our supervisiopréwide reasonable assurance regarding the
reliability of financial reporting and the prepacatt of financial statements for external purposes i
accordance with generally accepted accounting ipfies;

c) Evaluated the effectiveness of the registrantslatisire controls and procedures and presentedsin th
report our conclusions about the effectivenessefdisclosure controls and procedures, as of te en
of the period covered by this report, based on swetuation; and

d) Disclosed in this report any change in the regmisanternal control over financial reporting that
occurred during the registrant's most recent figoalrter (the registrant's fourth fiscal quartethia
case of an annual report) that has materially tftecr is reasonably likely to materially affettte
registrant's internal control over financial refragt and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorterhal
control over financial reporting, to the registrarguditors and the audit committee of registrdrdard of
directors (or persons performing the equivalentfioms):

a) All significant deficiencies and material weaknessethe design or operation of internal contraiov
financial reporting which are reasonably likelyatversely affect the registrant's ability to regord
process, summarize and report financial informatiord

b) Any fraud, whether or not material, that involvearmagement or other employees who have a
significant role in the registrant's internal cahwver financial reporting.

February 25, 2010

/S/ Debra L. Ree
Debra L. Ree
Chief Executive Office
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I, Robert Schlax, certify that:
1. | have reviewed this report on Form 10-K of Sandgoi&€as & Electric Company;

2. Based on my knowledge, this report does not cortajnuntrue statement of a material fact or omgtéde a
material fact necessary to make the statements,nralight of the circumstances under which suateshents
were made, not misleading with respect to the pesmvered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly
present in all material respects the financial ¢, results of operations and cash flows ofriagistrant as
of, and for, the periods presented in this report;

4. The registrant's other certifying officer and | aegponsible for establishing and maintaining disate
controls and procedures (as defined in ExchangdR@itgs 13a-15(e) and 15d-15(e)) and internal coptrer
financial reporting (as defined in Exchange Actédul3(a)-15(f) and 15d-15(f)) for the registrard &ave:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures
to be designed under our supervision, to ensuterhgerial information relating to the registrant,
including its consolidated subsidiaries, is madevin to us by others within those entities, paraclyl
during the period in which this report is beingpaeed;

b) Designed such internal control over financial réjpgr, or caused such internal control over finahcia
reporting to be designed under our supervisiopréwide reasonable assurance regarding the
reliability of financial reporting and the prepacatt of financial statements for external purposes i
accordance with generally accepted accounting ipfies;

c) Evaluated the effectiveness of the registrantslatisire controls and procedures and presentedsin th
report our conclusions about the effectivenessefdisclosure controls and procedures, as of te en
of the period covered by this report, based on swetuation; and

d) Disclosed in this report any change in the regmisanternal control over financial reporting that
occurred during the registrant's most recent figoalrter (the registrant's fourth fiscal quartethia
case of an annual report) that has materially tftecr is reasonably likely to materially affettte
registrant's internal control over financial refragt and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorterhal
control over financial reporting, to the registrarguditors and the audit committee of registrdrdard of
directors (or persons performing the equivalentfioms):

a) All significant deficiencies and material weaknessethe design or operation of internal contraiov
financial reporting which are reasonably likelyatversely affect the registrant's ability to regord
process, summarize and report financial informatiord

b) Any fraud, whether or not material, that involvearmagement or other employees who have a
significant role in the registrant's internal cahwver financial reporting.

February 25, 2010

/S/ Robert Schla
Robert Schla
Chief Financial Office
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I, Debra L. Reed, certify that:
1. | have reviewed this report on Form 10-K of PacHitterprises;

2. Based on my knowledge, this report does not cortajnuntrue statement of a material fact or omgtéde a
material fact necessary to make the statements,nralight of the circumstances under which suateshents
were made, not misleading with respect to the pesavered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly
present in all material respects the financial ¢ results of operations and cash flows ofriagistrant as
of, and for, the periods presented in this report;

4. The registrant's other certifying officer and | aegponsible for establishing and maintaining disate
controls and procedures (as defined in ExchangdR@itgs 13a-15(e) and 15d-15(e)) and internal cootrer
financial reporting (as defined in Exchange Actédul3(a)-15(f) and 15d-15(f)) for the registrard &ave:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures
to be designed under our supervision, to ensuterhgerial information relating to the registrant,
including its consolidated subsidiaries, is madevin to us by others within those entities, paraclyl
during the period in which this report is beingpaeed;

b) Designed such internal control over financial réjpgr, or caused such internal control over finahcia
reporting to be designed under our supervisiopréwide reasonable assurance regarding the
reliability of financial reporting and the prepacatt of financial statements for external purposes i
accordance with generally accepted accounting ipfies;

c) Evaluated the effectiveness of the registrantslatisire controls and procedures and presentedsin th
report our conclusions about the effectivenessefdisclosure controls and procedures, as of te en
of the period covered by this report, based on swetuation; and

d) Disclosed in this report any change in the regmisanternal control over financial reporting that
occurred during the registrant's most recent figoalrter (the registrant's fourth fiscal quartethia
case of an annual report) that has materially tftecr is reasonably likely to materially affettte
registrant's internal control over financial refragt and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorterhal
control over financial reporting, to the registrarguditors and the audit committee of registrdrdard of
directors (or persons performing the equivalentfioms):

a) All significant deficiencies and material weaknessethe design or operation of internal contraiov
financial reporting which are reasonably likelyatversely affect the registrant's ability to regord
process, summarize and report financial informatiord

b) Any fraud, whether or not material, that involvearmagement or other employees who have a
significant role in the registrant's internal cahwver financial reporting.

February 25, 2010

/SI Debra L. Ree
Debra L. Ree
Chief Executive Office
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I, Robert Schlax, certify that:
1. | have reviewed this report on Form 10-K of PacHitterprises;

2. Based on my knowledge, this report does not cortajnuntrue statement of a material fact or omgtéde a
material fact necessary to make the statements,nralight of the circumstances under which suateshents
were made, not misleading with respect to the pesavered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly
present in all material respects the financial ¢ results of operations and cash flows ofriagistrant as
of, and for, the periods presented in this report;

4. The registrant's other certifying officer and | aegponsible for establishing and maintaining disate
controls and procedures (as defined in ExchangdR@itgs 13a-15(e) and 15d-15(e)) and internal cootrer
financial reporting (as defined in Exchange Actédul3(a)-15(f) and 15d-15(f)) for the registrard &ave:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures
to be designed under our supervision, to ensuterhgerial information relating to the registrant,
including its consolidated subsidiaries, is madevin to us by others within those entities, paraclyl
during the period in which this report is beingpaeed;

b) Designed such internal control over financial réjpgr, or caused such internal control over finahcia
reporting to be designed under our supervisiopréwide reasonable assurance regarding the
reliability of financial reporting and the prepacatt of financial statements for external purposes i
accordance with generally accepted accounting ipfies;

c) Evaluated the effectiveness of the registrantslatisire controls and procedures and presentedsin th
report our conclusions about the effectivenessefdisclosure controls and procedures, as of te en
of the period covered by this report, based on swetuation; and

d) Disclosed in this report any change in the regmisanternal control over financial reporting that
occurred during the registrant's most recent figoalrter (the registrant's fourth fiscal quartethia
case of an annual report) that has materially tftecr is reasonably likely to materially affettte
registrant's internal control over financial refragt and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorterhal
control over financial reporting, to the registrarguditors and the audit committee of registrdrdard of
directors (or persons performing the equivalentfioms):

a) All significant deficiencies and material weaknessethe design or operation of internal contraiov
financial reporting which are reasonably likelyatversely affect the registrant's ability to regord
process, summarize and report financial informatiord

b) Any fraud, whether or not material, that involvearmagement or other employees who have a
significant role in the registrant's internal cahwver financial reporting.

February 25, 2010

/S/ Robert Schle
Robert Schla
Chief Financial Office
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I, Debra L. Reed, certify that:
1. | have reviewed this report on Form 10-K of South@alifornia Gas Company;

2. Based on my knowledge, this report does not cortajnuntrue statement of a material fact or omgtéde a
material fact necessary to make the statements,nralight of the circumstances under which suateshents
were made, not misleading with respect to the pesavered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly
present in all material respects the financial @i, results of operations and cash flows ofriagistrant as
of, and for, the periods presented in this report;

4. The registrant's other certifying officer and | aegponsible for establishing and maintaining disate
controls and procedures (as defined in ExchangdR@itgs 13a-15(e) and 15d-15(e)) and internal cootrer
financial reporting (as defined in Exchange Actédul3(a)-15(f) and 15d-15(f)) for the registrard &ave:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures
to be designed under our supervision, to ensutarhgerial information relating to the registrant,
including its consolidated subsidiaries, is madevin to us by others within those entities, paraclyl
during the period in which this report is beingpaeed;

b) Designed such internal control over financial réjpgr, or caused such internal control over finahcia
reporting to be designed under our supervisiopréwide reasonable assurance regarding the
reliability of financial reporting and the prepacatt of financial statements for external purposes i
accordance with generally accepted accounting ipfies;

c) Evaluated the effectiveness of the registrantslatisire controls and procedures and presentedsin th
report our conclusions about the effectivenessefdisclosure controls and procedures, as of te en
of the period covered by this report, based on swetuation; and

d) Disclosed in this report any change in the regmisanternal control over financial reporting that
occurred during the registrant's most recent figoalrter (the registrant's fourth fiscal quartethia
case of an annual report) that has materially tftecr is reasonably likely to materially affettte
registrant's internal control over financial refragt and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorterhal
control over financial reporting, to the registrarguditors and the audit committee of registrdrdard of
directors (or persons performing the equivalentfioms):

a) All significant deficiencies and material weaknessethe design or operation of internal contraiov
financial reporting which are reasonably likelyatversely affect the registrant's ability to regord
process, summarize and report financial informatiord

b) Any fraud, whether or not material, that involvearmagement or other employees who have a
significant role in the registrant's internal cahwver financial reporting.

February 25, 2010

/S/ Debra L. Ree
Debra L. Ree
Chief Executive Office
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I, Robert Schlax, certify that:
1. | have reviewed this report on Form 10-K of South@alifornia Gas Company;

2. Based on my knowledge, this report does not cortajnuntrue statement of a material fact or omgtéde a
material fact necessary to make the statements,nralight of the circumstances under which suateshents
were made, not misleading with respect to the pesavered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly
present in all material respects the financial @i, results of operations and cash flows ofriagistrant as
of, and for, the periods presented in this report;

4. The registrant's other certifying officer and | aegponsible for establishing and maintaining disate
controls and procedures (as defined in ExchangdR@itgs 13a-15(e) and 15d-15(e)) and internal cootrer
financial reporting (as defined in Exchange Actédul3(a)-15(f) and 15d-15(f)) for the registrard &ave:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures
to be designed under our supervision, to ensutarhgerial information relating to the registrant,
including its consolidated subsidiaries, is madevin to us by others within those entities, paraclyl
during the period in which this report is beingpaeed;

b) Designed such internal control over financial réjpgr, or caused such internal control over finahcia
reporting to be designed under our supervisiopréwide reasonable assurance regarding the
reliability of financial reporting and the prepacatt of financial statements for external purposes i
accordance with generally accepted accounting ipfies;

c) Evaluated the effectiveness of the registrantslatisire controls and procedures and presentedsin th
report our conclusions about the effectivenessefdisclosure controls and procedures, as of te en
of the period covered by this report, based on swetuation; and

d) Disclosed in this report any change in the regmisanternal control over financial reporting that
occurred during the registrant's most recent figoalrter (the registrant's fourth fiscal quartethia
case of an annual report) that has materially tftecr is reasonably likely to materially affettte
registrant's internal control over financial refragt and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorterhal
control over financial reporting, to the registrarguditors and the audit committee of registrdrdard of
directors (or persons performing the equivalentfioms):

a) All significant deficiencies and material weaknessethe design or operation of internal contraiov
financial reporting which are reasonably likelyatversely affect the registrant's ability to regord
process, summarize and report financial informatiord

b) Any fraud, whether or not material, that involvearmagement or other employees who have a
significant role in the registrant's internal cahwver financial reporting.

February 25, 2010

/S/ Robert Schle
Robert Schla
Chief Financial Office
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Statement of Chief Executive Officer

Pursuant to 18 U.S.C. Sec 1350, as created byoBeddi6 of the Sarbanes-Oxley Act of 2002, the
undersigned Chief Executive Officer of Sempra Epdthge "Company") certifies that:

0] the Annual Report on Form 10-K of the Company fiéith the Securities and Exchange
Commission for the year ended December 31, 20@9"@&hnual Report") fully complie
with the requirements of Section 13(a) or Sectib(d}, as applicable, of the Securities
Exchange Act of 1934, as amended; and

(i) the information contained in the Annual Reportlfapresents, in all material respects,
the financial condition and results of operatiohthe Company.

February 25, 2010

/S/ Donald E. Felsing
Donald E. Felsinge
Chief Executive Office




WPD-6
Exhibit 32.2 Screening Data Part 2 of 2
Page 5311 of 7002

Statement of Chief Financial Officer

Pursuant to 18 U.S.C. Sec 1350, as created byoBe@@6 of the Sarbanes-Oxley Act of 2002, the
undersigned Chief Financial Officer of Sempra Egydthe "Company") certifies that:

() the Annual Report on Form 10-K of the Company fiéith the Securities and Exchange
Commission for the year ended December 31, 20@9"@&hnual Report") fully complie
with the requirements of Section 13(a) or Sectib(d}, as applicable, of the Securities
Exchange Act of 1934, as amended; and

(i) the information contained in the Annual Reportlfapresents, in all material respects,
the financial condition and results of operatiohthe Company.

February 25, 2010

IS/ Mark A. Snel
Mark A. Snel
Chief Financial Office
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Statement of Chief Executive Officer

Pursuant to 18 U.S.C. Sec 1350, as created byoBe@@6 of the Sarbanes-Oxley Act of 2002, the
undersigned Chief Executive Officer of San Diegs &aElectric Company (the "Company") certifies tl

0) the Annual Report on Form 10-K of the Company fiéith the Securities and Exchange
Commission for the year ended December 31, 20@9"@&hnual Report") fully complie
with the requirements of Section 13(a) or Sectib(d}, as applicable, of the Securities
Exchange Act of 1934, as amended; and

(i) the information contained in the Annual Reportlfapresents, in all material respects,
the financial condition and results of operatiohthe Company.

February 25, 2010

/SI Debra L. Ree
Debra L. Ree
Chief Executive Office
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Statement of Chief Financial Officer

Pursuant to 18 U.S.C. Sec 1350, as created byoBe@@6 of the Sarbanes-Oxley Act of 2002, the
undersigned Chief Financial Officer of San Diegs&aElectric Company (the "Company") certifies that

0) the Annual Report on Form 10-K of the Company fiéith the Securities and Exchange
Commission for the year ended December 31, 20@9"@&hnual Report") fully complie
with the requirements of Section 13(a) or Sectib(d}, as applicable, of the Securities
Exchange Act of 1934, as amended; and

(i) the information contained in the Annual Reportlfapresents, in all material respects,
the financial condition and results of operatiohthe Company.

February 25, 2010

/S/ Robert Schle
Robert Schla
Chief Financial Office
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Statement of Chief Executive Officer

Pursuant to 18 U.S.C. Sec 1350, as created byoBed®6 of the Sarbanes-Oxley Act of 2002, the
undersigned Chief Executive Officer of Pacific Eptises (the "Company") certifies that:

0) the Annual Report on Form 10-K of the Company fiéith the Securities and Exchange
Commission for the year ended December 31, 20@9"@&hnual Report") fully complie
with the requirements of Section 13(a) or Sectib(d}, as applicable, of the Securities
Exchange Act of 1934, as amended; and

(i) the information contained in the Annual Reportlfapresents, in all material respects,
the financial condition and results of operatiohthe Company.

February 25, 2010

/SI Debra L. Ree
Debra L. Ree
Chief Executive Office
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Statement of Chief Financial Officer

Pursuant to 18 U.S.C. Sec 1350, as created byoBed®6 of the Sarbanes-Oxley Act of 2002, the
undersigned Chief Financial Officer of Pacific Enptiéses (the "Company") certifies that:

0) the Annual Report on Form 10-K of the Company fiéith the Securities and Exchange
Commission for the year ended December 31, 20@9"@&hnual Report") fully complie
with the requirements of Section 13(a) or Sectib(d}, as applicable, of the Securities
Exchange Act of 1934, as amended; and

(i) the information contained in the Annual Reportlfapresents, in all material respects,
the financial condition and results of operatiohthe Company.

February 25, 2010

/S/ Robert Schle
Robert Schla
Chief Financial Office
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Statement of Chief Executive Officer

Pursuant to 18 U.S.C. Sec 1350, as created byoBed®6 of the Sarbanes-Oxley Act of 2002, the
undersigned Chief Executive Officer of Southernifdatia Gas Company (the "Company") certifies that:

0) the Annual Report on Form 10-K of the Company fiéith the Securities and Exchange
Commission for the year ended December 31, 20@9"@&hnual Report") fully complie
with the requirements of Section 13(a) or Sectib(d}, as applicable, of the Securities
Exchange Act of 1934, as amended; and

(i) the information contained in the Annual Reportlfapresents, in all material respects,
the financial condition and results of operatiohthe Company.

February 25, 2010

/SI Debra L. Ree
Debra L. Ree
Chief Executive Office
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Statement of Chief Financial Officer

Pursuant to 18 U.S.C. Sec 1350, as created byoBe@@6 of the Sarbanes-Oxley Act of 2002, the
undersigned Chief Financial Officer of Southernifoahia Gas Company (the "Company") certifies that:

() the Annual Report on Form 10-K of the Company fiéith the Securities and Exchange
Commission for the year ended December 31, 20@9"@&hnual Report") fully complie
with the requirements of Section 13(a) or Sectib(d}, as applicable, of the Securities
Exchange Act of 1934, as amended; and

(i) the information contained in the Annual Reportlfapresents, in all material respects,
the financial condition and results of operatiohthe Company.

February 25, 2010

/S/ Robert Schle
Robert Schla
Chief Financial Office
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Exhibit 99.1

RBS Sempra
Commodities LLP and
Subsidiaries

Consolidated Financial Statements as of

December 31, 2009 and 2008, and for the

Year Ended December 31, 2009, and the

Period From April 1, 2008 (Date of Commencement) to
December 31, 2008, and Report of

Independent Registered Public Accounting Firm
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RBS SEMPRA COMMODITIES LLP AND SUBSIDIARIES

TABLE OF CONTENTS

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINKERM

CONSOLIDATED FINANCIAL STATEMENTS AS OF DECEMBER 32009 AND 2008, AND
FOR THE YEAR ENDED DECEMBER 31, 2009, AND THE PER)&-ROM

APRIL 1, 2008 (DATE OF COMMENCEMENT) TO DECEMBER 32008:

Consolidated Statements of Financial Condition

Consolidated Statements of Income

Consolidated Statements of Cash Flows

Consolidated Statements of Changes in Members't@lapi

Notes to Consolidated Financial Statements



WPD-6
Screening Data Part 2 of 2
Page 5320 of 7002

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Members of
RBS Sempra Commaodities LLP and Subsidiaries:

We have audited the accompanying consolidatednséatts of financial condition of RBS Sempra
Commodities LLP and subsidiaries (the “Partnershiis’of December 31, 2009 and 2008, and the r¢
consolidated statements of income, cash flows chadges in members’ capital, for the year ended
December 31, 2009 and the period from April 1, 2(D&e of Commencement) to December 31, 2008.
These financial statements are the responsibifitii@Partnershig management. Our responsibility is
express an opinion on these financial statemersischan our audits.

We conducted our audits in accordance with geneaaltepted auditing standards as established by the
Auditing Standards Board (United States) and iroet@nce with generally accepted auditing standards
of the Public Company Accounting Oversight Boardifeld States). Those standards require that we
and perform the audit to obtain reasonable assarabout whether the financial statements are free o
material misstatement. The Partnership is not redub have, nor were we engaged to perform, ait aud
of its internal control over financial reportingufaudits included consideration of internal cohtneer
financial reporting as a basis for designing apdicedures that are appropriate in the circumsiroe
not for the purpose of expressing an opinion oreffectiveness of the Partnershiphternal control ove
financial reporting. Accordingly, we express nofsopinion. An audit also includes examining, oest t
basis, evidence supporting the amounts and digessu the financial statements, assessing the
accounting principles used and significant estisiatade by management, as well as evaluating the
overall financial statement presentation. We belithat our audits provide a reasonable basis for ou
opinion.

In our opinion, such consolidated financial statatag@resent fairly, in all material respects, tinarcial
position of RBS Sempra Commaodities LLP and subsiekeas of December 31, 2009 and 2008, and the
results of their operations and their cash flowslie year ended December 31, 2009 and the pevad f
April 1, 2008 to December 31, 2008, in conformitighxaccounting principles generally accepted in the
United States of America.

As discussed in Note 17 to the consolidated firerstatements, on February 16, 2010, the Partiershi
entered into an agreement to sell certain busisesse

/sl Deloitte & Touche LLP

New York, New York

February 22, 2010
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AS OF DECEMBER 31, 2009 AND 2008
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ASSETS

Cash and cash equivalents

Trading assets

Commodities owned

Receivables from affiliates — net
Investments in marketable securities
Finance lease receivable

Prepaid and other assets

Property, plant and equipment — net
Goodwill

Total

LIABILITIES AND MEMBERS’ CAPITAL
LIABILITIES:

Short-term borrowings

Trading liabilities

Accounts payable and accrued liabilities
Payables to affiliate

Total liabilities

MEMBERS’ CAPITAL

TOTAL

See notes to consolidated financial statements.

2009 2008
$139,27¢ $190,18:
4,594,64 5,833,51:
1,751,54: 1,162,55¢

299,43¢ 924,71¢
55,31( 54,12¢
193,24¢ 192,32¢
238,451 355,68:
149,82« 144,88¢
371,41¢ 371,41¢
$7,793,15! $9,229,40!
$ - $320,23¢
3,487,64 4,521,14¢
582,17¢ 737,781

3,85¢ 1,432
4,073,68: 5,580,59¢
3,719,46¢ 3,648,81(

$7,793,15! $9,229,40!
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CONSOLIDATED STATEMENTS OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2009, AND THE PERIOD FROM
APRIL 1, 2008 (DATE OF COMMENCEMENT) TO DECEMBER 31, 2008
(Dollars in thousands)
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REVENUES:

Fee income

Principal transactions — net
Interest and other income

Total revenues

EXPENSES:

Compensation and benefits
Storage and transportation
Facilities and communications
Brokerage, execution and clearing
Professional fees

Interest expense

Other expenses

Total expenses

INCOME FROM CONTINUING OPERATIONS BEFORE
PROVISION FOR INCOME TAXES AND

EQUITY IN INCOME (LOSS) OF UNCONSOLIDATED
AFFILIATES — Net of provision for income taxes

PROVISION FOR INCOME TAXES

EQUITY IN INCOME (LOSS) OF UNCONSOLIDATED
AFFILIATES — Net of provision for income taxes

NET INCOME

See notes to consolidated financial statements.

2009 2008
$999,00!  $1,397,37!
1,175,14 639,70¢

4,91€ 13,80¢
2,179,15¢  2,050,88¢
587,49( 613,871
605,151 597,311
88,257 61,811
73,32t 59,65¢
40,39¢ 27,612
40,132 23,867
73,014 55,98t
1,507,76¢  1,440,11¢
671,38t 610,77(
40,12¢ 16,41¢
8,05¢ (2,549,
$639,32( $591,80:
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RBS SEMPRA COMMODITIES LLP AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2009, AND THE PERIOD FROM
APRIL 1, 2008 (DATE OF COMMENCEMENT) TO DECEMBER 31, 2008
(Dollars in thousands)

2009 2008
OPERATING ACTIVITIES:
Net income $639,32( $591,80:
Adjustments to reconcile net income to net caskigesl by operating activities:
Depreciation and amortization 91,98( 63,652
Deferred taxes (1,663) 3,101
Loss on investment in marketable securities 44,30¢ -
Loss on investment in unconsolidated affiliate 12,53¢ -
Equity in (income) loss of unconsolidated affiliste- net of provision for income
taxes (8,059; 2,54¢
Net change in:
Trading assets 1,282,91: 50,251
Commodities owned (588,982 459,13¢
Trading securities 10 15,931
Prepaid and other assets 45,77% (190,696
Receivables from affiliates — net 625,27¢ (933,723
Commodities sold under agreements to repurchase - (502,136
Trading liabilities (1,033,502 317,38¢
Payables to affiliate 2,42¢ 1,433
Accounts payable and accrued liabilities (153,943 259,55¢
Net cash provided by operating activities 958,38¢ 138,252
INVESTING ACTIVITIES:
Purchases of investments in available-for-saleritézs. - (3,348)
Distribution from investment in unconsolidated kdfies 1,65C -
Purchases of property, plant and equipment (41,267, (56,967,
Acquisition of subsidiaries — net of cash acquired - (2,372,273
Proceeds from (increase in) finance lease recesvabl 9,09t (173,145
Purchase of other investments - (15,000,
Net cash used in investing activities (30,522, (2,620,733
FINANCING ACTIVITIES:
Net decrease in short-term borrowings (320,236 (431,325
Members’ capital contributions - 3,265,00(
Distributions paid to members (658,537 (161,012
Net cash (used in) provided by financing activities (978,773 2,672,66:
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENT (50,906, 190,182
CASH AND CASH EQUIVALENTS — Beginning of period 190,18: -
CASH AND CASH EQUIVALENTS — End of period $139,27¢ $190,18:
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION -Eash paid
during the period for income taxes $37,41: $47,56:

See notes to consolidated financial statements.
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RBS SEMPRA COMMODITIES LLP AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN MEMBERS’ CAPITAL
FOR THE YEAR ENDED DECEMBER 31, 2009, AND THE PERIOD FROM
APRIL 1, 2008 (DATE OF COMMENCEMENT) TO DECEMBER 31, 2008
(Dollars in thousands)

Accumulated

Comprehensive Other Total
Income Members’ Comprehensive Members’
(Loss) Capital Income (Loss) Capital
BALANCE — April 1, 2008 $- $- $-
Members’ capital contributions 3,265,00( - 3,265,00(
Net income $591,80: 591,80: - 591,80:¢
Other comprehensive income (loss) — net of applicab
income taxes:
Change in unrealized loss on available-for-salesges (43,765, - (43,765, (43,765,
Change in unrealized loss on cash flow hedgingyities (3,216 - (3,216) (3,216)
Comprehensive income $544,82:
Distributions paid to Members (161,012 - (161,012
BALANCE — December 31, 2008 3,695,79: (46,981 3,648,81(
Net income $639,32( 639,32( - 639,32(
Other comprehensive income (loss) — net of applecab
income taxes:
Change in unrealized gain (loss) on available-&de-securities 45,82¢ - 45,82¢ 45,82¢
Change in unrealized gain (loss) on cash flow hegigitivities 44,04¢ - 44,04¢ 44,04¢
Comprehensive income $729,19¢
Distributions paid to Members (658,537 - (658,537
BALANCE — December 31, 2009 $3,676,57: $42,89¢ $3,719,46!

See notes to consolidated financial statements.
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RBS SEMPRA COMMODITIES LLP AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2009 AND 2008, AND FOR THE YEAR ENDED DECEMBER 31, 2009, AND
THE PERIOD FROM APRIL 1, 2008 (DATE OF COMMENCEMENT) TO DECEMBER 31, 2008

1. NATURE OF OPERATIONS

The Partnership engages in physical and finaneidabative trading and marketing activities in naur
gas, electricity, petroleum, petroleum productsebmetals and other commodities with domestic and
foreign corporations, financial institutions, maktional organizations, sovereign entities and iesats.
The Partnershig operations are subject to regulation by the Fi@hi$ervices Authority, the New Ya
Mercantile Exchange, the Commaodity Futures Tradioghmission, the Federal Energy Regulatory
Commission (FERC), the London Metals Exchange, N¥BEonext, the Board of Governors of the
U.S. Federal Reserve System, and the National &issociation.

2. FORMATION AND ORGANIZATION OF THE PARTNERSHIP

On July 9, 2007, Sempra Energy (Sempra) and ThalRBgnk of Scotland plc (RBS) (collectively, the
Members) entered into a Master Formation and Edatgrest Purchase Agreement to form a
partnership, RBS Sempra Commodities LLP (the Pestiye or RBSSC), to purchase and operate
Sempra’s commodity trading and marketing busine$3BSSC is a partnership formed in the United
Kingdom under the Limited Liability Partnership A2000. On April 1, 2008, Sempra and RBS made
initial capital investments of $1,600 million antl, 65 million respectively. The Partnership
simultaneously purchased Sempra’s commodity tradimymarketing subsidiaries (collectively, the
Sempra Energy Trading Companies or SET Companiespace of $2,754 million. The formation of
the Partnership and the purchase of the SET Compavas effected on April 1, 2008 (Closing Date or
Date of Commencement), although the partnershiplegely formed on August 31, 2007.

The cost of the acquisition of $2,754 million wédls@ated to the assets acquired and liabilitie siaes

based on their respective fair values. The fainealf net assets acquired was $2,383 million aad th
excess purchase price of $371 million was allocagedoodwill arising on the acquisition of the SET
Companies.

The formation and operation of the Partnershipuigect to various agreements between the Members
including primarily the Master Formation and Equityerest Purchase Agreement, the Limited Liab
Partnership Agreement and the Commodities Tradictiyiies Master Agreement. These agreements
include provisions which dictate, among other maftthe rights and responsibilities of the Members,
capital contributions by the Members, the formatmia termination of the Partnership, the profit
distributions to the Members, the execution of cadities trading activities by the joint venturedan
the governance of the Partnership. The Partnewgiflimake profit distributions, as and when the Bb
determines, in accordance with the Limited LiabiRartnership Agreement.

The Partnership is governed by a board of severtdirs, three appointed by Sempra and four by RBS,
acting on behalf of the designated members. Theadrof Sempra will be required before the
Partnership may take certain significant actionsluding materially changing the scope of the
Partnership’s businesses, providing credit suppaigide the ordinary course, incurring certain $/pe
indebtedness and entering into agreements of gignifsize or duration, all as more fully specifiad

the Limited Liability Partnership Agreement. ThetRarship is fully consolidated by RBS.

On December 1, 2008, the UK Government through HeaSury became the ultimate controlling party
of the Royal Bank of Scotland Group plc (RBS Graie, ultimate parent company). The UK
Government'’s shareholding is managed by UK Findicieestments Limited, a company wholly
owned by the UK Government.

On November 3, 2009, RBS Group reached agreeméntivéd UK Government on key terms of its
participation in the Asset Protection Scheme (A®S)evised terms to those announced on Februa
2009. To comply with the European Commission (E@@}eSAid requirements RBS Group has agree
a series of restructuring measures to be implerdemter a four year period. In accordance with the
restructuring measures RBS Group agreed to ditsestterest in the Partnership (see Note 17 —
Subsequent Events).

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
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accounts of the Partnership and entities contrdliethe Partnership as of December 31, 2009. All
material intercompany balances and transactions hagn eliminated.

The Partnership has a controlling financial intenesn entity if it owns a majority of the voting
interests of the entity or is considered the prirtaneficiary of the entity. A variable interestign
(VIE) is consolidated by its primary beneficiaryhavis the party subject to the majority of the eotpd
losses or the majority of the expected residualrnstof the VIE, or both. The Partnership asseisses
involvement with VIEs to determine whether consatidn of VIEs is required. All facts and
circumstances are taken into consideration whegrigiéning whether the Partnership has variable
interests that would deem it the primary beneficeand, therefore, require consolidation of thetesla
VIE.
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Trading Instruments — Trading assets and Trading liabilities are recoraied tradedate basis. Thes
amounts include unrealized gains and losses frathamge-traded futures and options and over-the-
counter (OTC) forwards, swaps, and options. Urzedligains and losses on OTC derivative
transactions reflect amounts which would be reackfvem or paid to a third party upon liquidation of
these contracts under current market conditionseélized gains and losses on these OTC derivative
transactions are reported separately as asset@hitities unless a legal right of setoff existsder
enforceable master netting agreements. All dexealirading assets and Trading liabilities are edra
fair value. Principal transaction revenues are gatzed on a trade-date basis and include realiagtsg
and losses and the net change in unrealized gathksses.

Futures and exchange-traded option transaction®eoeded as contractual commitments on a trade-
date basis and are carried at fair value. Commddityard and swap transactions are accounted for as
contractual commitments on a trade-date basis endaaried at fair value derived from dealer
guotations and underlying commodity exchange gigrtat OTC options purchased or written are
recorded on a trade-date basis and are carriedr ataiue.

Fair values for trading instruments not quotedriraative market are determined using appropriate
valuation techniques, including discounting futaash flows, option pricing models and other methods
that are consistent with accepted economic metlogiks for pricing trading instruments. These
valuation techniques utilize, among other thingsilable market information, including current irgst
rates, commodity prices and volatility rates, asliapble. Where market information is not availabie
where management deems appropriate, current intates, commodity prices and volatility rates are
estimated by reference to current market levelgeGthe nature, size and timing of transactions,
estimated values may differ from realized values.

Cash and Cash Equivalents —€ash and cash equivalents are comprised of cakhrah demand
deposits and other short-term highly liquid invesitrs (with original maturities of three months esd)
which are subject to an insignificant risk of chasgn value. Cash paid for interest approximates
interest expense.

Investments in Marketable Securities —nvestments in marketable securities are accountesh a
specific identification basis and are reportedaat¥alue, including reviews for impairment. Uniigad
gains and losses on available-for-sale securitiegnaluded in Accumulated Other Comprehensive
Income (Loss) (AOCI), net of applicable taxes. liimed gains and losses on trading securities are
recorded in income. The Partnership reviews seesridentified with an unrealized loss to deternifne
the impairment in value is temporary or other-tih@amporary. The amount of any impairment loss that
is recognized in current period earnings is depende the Partnership’s intent to sell (or not)sthié
security.

Investments in Unconsolidated Affiliates —Investments in affiliated companies are accounted f
under the equity method when the Partnership hasvaership interest between 20% and 50% and is
deemed to have significant influence but not cdnfrbe Partnership’s percentage ownership of the
affiliates’ net assets are included in Prepaid athér assets, and are adjusted for the Partnessstipre
of each investee’s earnings or losses, dividendda@eign currency translation effects, if any. Egu
earnings or losses are recorded net of incomestaxsagparate caption on the Consolidated staterok
income.

Commodities Owned —Commodities owned are recorded on a trade-date.ldatural gas, oil and
other non-base metal physical commodities areedhon a lower-of-cost-or-market basis. When a
specific contract cost of new inventory cannot beednined, the Partnership uses the appropriate
market index at the time of purchase as the cassba

Property, Plant and Equipment —Property, plant and equipment is carried at cas &Ecumulated
depreciation and amortization. Depreciation andréizagion are provided on a straight-line basisrove
the estimated useful life of the asset, generhlgéd to five years. Leasehold improvements are
amortized over the lesser of the economic usetubli the improvements or the remaining term of the
lease. On a regular basis the Partnership assghs#izer there is any indication that property, pkrd
equipment is impaired.

Goodwill — Goodwill is the excess of the cost of an acquisitiwer the Partnership’s interest in the
fair value of the identifiable assets acquired ketgilities and contingent liabilities assumedtz tate
of acquisition and is recognized at cost less aymulated impairment losses. Goodwill is tested fo
impairment annually or more frequently if eventsbanges indicate that it might be impaired. The
Partnership completed its annual goodwill impairtrtesting, as of September 30, 2009 and 2008,
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Prepaid and Other Assets —Prepaid and other assets primarily consist of &etisnal tax deposits
related to goods and services taxes and value ddgles, net deferred tax assets, interest receisabl
deposits, expenses paid in advance, certain bédefantracts and miscellaneous other investments.
Beneficial contracts are amortized over their eated useful lives.

Fee Income — Fee income includes fees earned by the Partipesdtile engaged in certain
commodities trading activities, in its capacityagent for RBS as dictated by various partnership
agreements. This includes income derived fromzedland unrealized gains and losses, net of
associated execution costs, including interesga@ated with the trading activities of the Partihgos

Income Taxes —The Partnership is a Limited Liability Partnershipgorporated under the Limited
Liability Partnership Act of 2000 of the United Kjdom and the regulations made thereunder. For U.S.
purposes RBSSC elected to be treated as a paiméssifiederal, state and local filings, as peradtt

Each member is responsible for reporting its incemkss based on its share of the income and
expenses. Certain subsidiaries of the Partnershipubject to tax in foreign jurisdictions wherelsu
subsidiary entity may be treated as a corporatiateulocal tax law. The Partnership records the
financial statement effects for the amount of inedax positions for which it is more likely thantno

that a tax position will not be sustained upon eixaion by the respective taxing authority.

Use of Estimates —The preparation of financial statements in confoymiith accounting principles
generally accepted in the United States of Amaecgires management to make estimates and
assumptions that affect the reported market val@ssets and liabilities at the date and repomiegod
of the financial statements. The most importarthefestimates and assumptions relate to fair value
measures and the accounting for goodwill. The embvalues of these assets and liabilities may be
more or less than values that might be realizettheifPartnership were to sell or close out thetioosi
prior to maturity.

Foreign Currency Transactions —Foreign currency transactions are translated ing& dollars at the
then current exchange rates during the reportimiggeAssets and liabilities denominated in foreign
currencies have been converted into U.S. dollaysat-end exchange rates. Gains and losses resultin
from foreign currency transactions are include@iimcipal transactions — net.

Recently Issued Accounting Pronouncements— On September 15, 2009, the Financial Accounting
Standards Board (FASB) enacted Statement of FinbAccounting Standards (SFAS) No. 168 (SFAS

168), “The FASB Accounting Standards Codificatfdhand the Hierarchy of Generally Acce%{:\ad

Accounting Principles”. This statement establistiesFASB Accounting Standards Codificati
(the Codification) as the single source of autlatisie GAAP in the United States. The topically-

organized codification is not intended to changeAXBAut it significantly changes the way that GAAP
is presented and referenced in financial statements

SFAS 168 also changes the way in which new auttorét GAAP is issued. The Financial Accounting
Statements, FASB Interpretations, and Emergingels3dask Force (EITF) abstracts were replaced by
Accounting Standard Updates (ASU), which providdatps to the Codification, background
information on about the new guidance and the Wasisonclusions. New pronouncements issued
before July 1, 2009 are referred to by their oadiitle.

In March 2008, the FASB issued SFAS No. 1Bistlosures about Derivative Instruments and Hegl
Activities — an Amendment of FASB Statement No.1E&FAS 161). SFAS 161 expands the
disclosure requirements about an entities derigdtistruments and hedging activities. The additiona
disclosures required by this Standard are includédbte 6 — Derivatives and Hedging Activities.

In April 2009, the FASB issued FASB Staff Positi#giEP) FAS No. 115-2 and FAS No. 124-2
“Recognition and Presentation of Other-Than-Temgolapairments” (FSP FAS No. 115-2 and FAS
No. 124-2) which change the method for determinitigther an other-than-temporary impairment
(OTTI) exists for debt securities and the amour®afT| charges recorded in earnings. If an entity
intends to sell a security and it is more-likelgithnot that the entity will sell the security prior
recovering its cost basis, an OTTI exists and tiigeedifference between the fair value and the cos
basis will be reflected in earnings. If an entibed not intend to sell a security and it is mokeHi-
than-not that the entity will sell the security@rto recovering its cost basis, the portion of the
difference between the fair value and the costshasated to credit losses will be treated as amlOT
and reflected in earnings. The remaining differemdebe recognized as part of other comprehensive
income. In addition to the new OTTI determinatioathod, entities are required to provide enhanced
disclosures, including methodology details and ikgyts used for determining the amount of credit
losses recorded in earnings. FSP FAS No. 115-Fa%&INo. 124-2 were effective upon issuance and
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Partnership’s consolidated financial statements.

In April 2009, the FASB issued FSP FAS No. 157-&t&mining Fair Value When the Volume and
Level of Activity for the Asset or Liability Haveighificantly Decreased and ldentifying Transactions
That Are Not Orderly” (FSP FAS No. 157-4) which pides additional guidance to determine the fair
value of a financial instrument in an inactive nerkf the market for a financial instrument isdtige
and it is determined that one or more quoted piatesssociated with one or more distressed
transactions, the reporting entity may use valmati@thods other than one that uses quoted prices
without significant adjustment. Otherwise, the guabprice is viewed as a valid quote and should be
used as a relevant input to the fair value. FSP RAS157-4 was effective upon issuandde adoptiol
of FSP FAS No. 157-4 did not materially impact Betnership’s consolidated financial statements.

In May 2009, the FASB issued SFAS No. 165 “Subseyigents” (SFAS 165) which establishes
standards to account for and disclose events titair@fter balance sheet date but before the finhnc
statements are issued. The statement specifieartteitity must disclose all subsequent events that
provide additional evidence about conditions thxdted at the balance sheet date, including any
estimates that were inherent in the process ofgpieg the financial statements. The statement also
specifies that an entity must disclose the dateutin which subsequent events were evaluated. This
statement was effective upon issuance. The adopfi®rAS 165 did not materially impact the
Partnership’s consolidated financial statements.

In June 2009, the FASB issued SFAS No. 166 “Acdogrfor Transfers of Financial Assets — an
Amendment of FASB Statement No. 140" (SFAS 166) 8RAS No. 167 “Amendments to FASB
Interpretation No. 46(R)” (SFAS 167) that amendabeounting requirements for securitizations and,
specifically those utilizing Qualifying Special Puse Entities (QSPESs). SFAS 166 retains the legal
isolation criteria for sale accounting but elimesmthe QSPE concept, and transfers of participatos
now limited to only pro-rata participations. Und&fAS 167 amendments, all variable interest entities
(VIESs), including former QSPEs, need to be congiddor consolidation, and an increased number of
circumstances will trigger reconsideration of Vi&tas. The method for determining the Primary
Beneficiary of a VIE has been changed from a qtetite model to a qualitative model which focuses
on the power to direct the activities of the VIEEAS 166 and SFAS 167 also require enhanced
disclosures about transfers of financial assetdratrdests in variable interest entities. Bothestants
are effective for reporting periods beginning aftewvember 15, 2009. The Partnership does not expect
the adoption of these standards to have a matenict on the Partnership’s consolidated financial
statements.

TRANSACTIONS WITH AFFILIATES
In the normal course of business the Partnershiguats transactions with affiliated companies.

In accordance with the Master Formation and Eduitgrest Purchase Agreement, and provided the
required consents were obtained, RBS has assumedhe@ SET Companies have novated to RBS, the
rights and obligations of certain contractual agements of the SET Companies that existed pritre
formation of the Partnership. This included varitnasling agreements and other material business
contracts as defined. To the extent that such aotsthave not been novated to RBS, RBS assumed the
risk and rewards of ownership of those contraatsuth the execution of market risk index swaps with
certain subsidiary companies of the Partnership. mharket risk index swaps effectively transfer the
risks and rewards, related to market risk, of thietiacts, along with the associated income and
expenses, from certain SET Companies to RBS. Howallesuch risks, rewards, income and related
expenses are for the Partnership’s account.

For novated counterparties the Partnership acgeast for RBS and receives fee income from RBS.
This fee income represents realized and unreafjagts and losses, net of execution costs associated
with these activities.

The performance of certain non-novated counterpagsaranteed by Sempra. RBS has agreed to
indemnify Sempra for any associated claims under@a’s guarantee.

The Partnership earned interest income and incumtetest expenses with RBS related to the
Partnership’s operating and investing activitidse Partnership was also allocated costs from RBS
related to compensation and benefits for servicegiged.

The following table summarizes the Partnerships&etssand liabilities as of December 31, 2009 and
2008 and the Partnership’s revenues and expensteefgear ended December 31, 2009 and for the



period from April 1, 2008 (date of commencementiarember 31, 2008 with affiliated comparsie

thousands):

2009
Assets:
Trading assets $156,74¢
Receivables from affiliates — net 299,43¢
Liabilities:
Trading liabilities 383,11¢
Payables to affiliate 3,85¢
Revenues and expenses:
Fee income 999,09:
Principal transactions — net (103)
Interest income 266
Interest expense 1,692

RBS allocated expenses 4,89€

2008

$139,85(
924,71¢

399,72(
1,43z

1,397,37(
(477
5,782
13,89t
2,442
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5. TRADING ASSETS AND TRADING LIABILITIES

As of December 31, 2009 and 2008, Trading asset3 eading liabilities are comprised of the
following (in thousands):

2009 2008
Trading assets:

Unrealized gains on forwards, swaps and options $2,578,441 $3,376,47!
Due from commodity clearing brokers 657,50¢ 801,11«
Due from trading counterparties 2,012,64¢ 2,960,36¢
Less effect of netting (653,951 (1,304,444
$4,594,64 $5,833,51.

Trading liabilities:
Unrealized losses on forwards, swaps and options $2,298,47. $3,647,34.
Due to trading counterparties 1,843,12- 2,178,25:
Less effect of netting (653,951 (1,304,444
$3,487,64 $4,521,14¢

6. DERIVATIVES AND HEDGING ACTIVITIES

The Partnership utilizes derivative instrumentsicllinclude forwards, swaps, options, and futuoes t
reduce its exposure to unfavorable changes in rharlees.

The Partnership recognizes derivative instrumentsitaer assets or liabilities in the Consolidated
statements of financial condition and measuresetimstruments at fair value. The changes in fdinera

of a majority of the derivative transactions of Bartnership are currently presented, in all mailteri
respects, as a component of Principal transactiemet in the Consolidated statements of income. The
accounting for changes in the fair value of othenivchtives depends on the intended use of the
derivative and the resulting designation.

Hedge accounting treatment can be applied wheninegtiteria are met. For a derivative instrument
designated as a fair value hedge, the gain oridagzognized in earnings in the period of change
together with the offsetting gain or loss on thddedl item of the risk being hedged. For a derieativ
being designated as a cash flow hedge, the eféeptivtion of the derivative gain or loss is initjal
reported as a component of AOCI and subsequertlggsified into earnings when the hedged expc
affects earnings. The ineffective portion (excemsvative gain or loss) is reported in earnings
immediately.
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The following table summarizes the fair valueshaf Partnership’s derivative assets and liabilithss,
well as the notional values of its derivative traectfons as of December 31, 2009 (in thousands).

Derivative Derivative Notional
Assets Liabilities Value

Derivatives accounted for as trading
activities — commaodity contracts $6,820,61! $5,211,60: $270,122,25

Derivatives accounted for as hedges:

Commodity contracts 93,377 297,817 2,012,32:
Interest rate contracts 3,762 11,99¢ 910,58¢

Total derivative contracts accounted for as

hedges 97,13¢ 309,81¢ 2,922,91(
Gross fair value of derivative contracts 6,917,75¢ 5,521,41° $273,045,16
Counterparty Netting (1) (3,160,980 (3,160,980
Collateral netting (2) (387,896 (266,055

Fair value included in Trading assets and
liabilities $3,368,88. $2,094,38:

(1) Represents the netting of counterparty balapoesuant to various contractual agreements.

(2) Represents the netting of cash collateral veckand posted on a counterparty basis pursuant
to credit support agreements.

Derivatives Accounted for as Trading Activities — The Partnership primarily uses trading derivativ
instruments to reduce its exposure to commodityeprisk. Gains and losses attributable to trading
derivatives are included in Principal transactienset in the Consolidated statements of income. The
amount below summarizes the gains related to dereszastruments classified as trading for the year
ended December 31, 2009 (in thousands).

Commodity contracts $838,23"

Derivatives Accounted for as Hedges— The Partnership utilizes both fair value hedged cash flow
hedges to hedge commaodity price risk as well a&sést rate risk.

Derivatives designated as fair value hedges are taskedge price risk in commodity inventories as
well as interest rate risk. Gains and losses rélatdair value hedges are recorded under Principal
transactions — net in the Consolidated statemdritscome. The amounts below summarize the gains
and losses related to derivatives designated irvéhile hedge relationships for year ended

December 31, 2009 (in thousands).

Commodity contracts ($529,033
Interest rate contracts 7,09t
Total ($521,938

The amounts below summarize the gains and loskdeddo nonderivative hedged items designate:
fair value hedge relationships for year ended Déxemr1, 2009 (in thousands).

Commodities owned $908,48:.
Finance lease receivable (6,140
Total $902,34.

Ineffectiveness relating to fair value hedges itesuin a positive impact on revenue of approxinyatel
$380 million and $5 million for the year ended Dexbxer 31, 2009 and for the period from April 1, 2
to December 31, 2008, respectively.

Derivatives designated as cash flow hedges areprgmdrily to hedge the commaodity price risk
associated with natural gas purchases and sas#sddb transportation and storage capacity
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well as the ineffectiveness gains and losses dmfbas hedges are recorded in Principal transaetfgip 333 of 7002
net in the Consolidated statements of income. Tiheuats below summarize the gains and losses and
the impacts on comprehensive income of cash flodgimg activities for year ended December 31, :

(in thousands).

Derivatives — Derivatives —
Effective Hedge Effective
Portion Ineffectiveness Portion
Reclassified to Recorded in Recorded in
Income Income OcClI
Commodity contracts $15,09¢ $3,40¢ ($44,095

A net derivative unrealized gain/(loss) of approaiety $41 million and $(3) million is included in
AOCI for 2009 and 2008, respectively. The ineffeetportion of cash flow hedges resulted in a pos
impact on revenue of approximately $3 million arid $nillion for the year ended December 31, 2009
and the period from April 1, 2008 to December 310& respectively. Derivative unrealized gains
included in AOCI expected to affect earnings in@@te approximately $50 million. Due to volatility
and uncertainty in the commodity markets, the gpoading value in AOCI will likely change prior to
its reclassification to earnings. As of DecemberZI09, the maximum tenor of derivative instruments
that hedge forecasted purchase and sales transaidi6 years.

7. FAIR VALUE OF ASSETS AND LIABILITIES

The Partnership applies recurring fair value measents to certain assets and liabilities that argex
at fair value. Fair value is defined as the pri tvould be received to sell an asset or paidcattster a
liability in an orderly transaction between margatticipants at the measurement date (exit prides.
Partnership utilizes market data or assumptionsntizaket participants would use in pricing the asse
liability, including assumptions about risk and tieks inherent in the inputs to the valuation téghe.
These inputs can be readily observable, markebborated, or generally unobservable. The Partne
primarily applies the market approach for recuriiaig value measurements and endeavors to uthiee t
best available information. Accordingly, the Pargiép utilizes valuation techniques that maximize t
use of observable inputs and minimize the use observable inputs. The Partnership is able to ifja
fair value balances based on the observabilitha$¢ inputs. The fair value hierarchy prioritizZies t
inputs used to measure fair value. The hierarchgsgihe highest priority to unadjusted quoted grioe
active markets for identical assets or liabiliffiesvel 1 measurement) and the lowest priority to
unobservable inputs (Level 3 measurement). Thetleneels of the fair value hierarchy are defined as
follows:

Level 1 — Quoted prices are available in active exchangekats for identical assets or liabilities as of
the reporting date. Active exchange markets arsetio which transactions for the asset or liability
occur in sufficient frequency and volume to proveing information on an ongoing basis. Level 1
primarily consists of financial instruments sucheashange-traded derivatives and listed equities.

Level 2 — Quoted prices in active and inactive marketsnateavailable, however, pricing inputs are
either directly or indirectly observable as of teporting date. Level 2 includes those financial
instruments that are valued using models or othkration methodologies. These models are primarily
industry-standard models that consider variousmapsions, including quoted forward prices for
commodities, time value, volatility factors, andremnt market and contractual prices for the undiegly
instruments, as well as other relevant economia. @&tbstantially all of these assumptions are
observable in the marketplace throughout the &uthtof the instrument, can be derived from obsde
data or are supported by observable levels at whigtsactions are executed in the marketplace.
Instruments in this category include non-exchamgded derivatives such as forwards, swaps and
options and certain exchange traded/cleared des@sat

Level 3 — Pricing inputs include significant inputs tha¢ generally less observable from objective
sources. These inputs may be used with internalyelbped methodologies that result in management’s
best estimate of fair value. Level 3 instrumentdude those that may be more structured or otherwis
tailored to customers’ needs. At each balance statet the Partnership performs an analysis of all
assets and liabilities at fair value and includekavel 3 all of those whose fair value is based on
significant unobservable inputs.

The following tables set forth by level within tfer value hierarchy the assets and liabilitieg theare
accounted for at fair value on a recurring basisfddecember 31, 2009 and 2008. Assets and liggsilit
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are classified in their entirety based on the laie@gel of input that is significant to the fairlug Screening Data Part 2 of 2
measurement. The Partnership’s assessment ofgthificiince of a particular input to the fair vaftfige 5334 of 7002
measurement requires judgment, and may affectahetion of fair value assets and liabilities amelirt
placement within the fair value hierarchy levels.

As of December 31, 2009

(in thousands)

Assets Level 1 Level 2 Level 3 Total (1)
Exchange-traded/cleared derivative instruments $676,21¢ $502,11¢ $-  $1,178,33:
OTC derivative trading instruments - 2,483,47" 94,971 2,578,44¢
Commodities owned - 1,741,09° - 1,741,097
Available-for-sale securities 45,504 2,22¢ 7,357 55,09C
Trading securities 220 - - 220
Total $721,93¢ $4,728,91! $102,32¢ $5,553,18(
Liabilities Level 1 Level 2 Level 3 Total (1)
Exchange-traded/cleared derivative instruments $49,79¢ $12,16¢ $- $61,96:
OTC derivative trading instruments - 2,168,01! 130,45¢ 2,298,47:
Total $49,79¢ $2,180,18! $130,45¢ $2,360,43
(1) Amounts exclude the effects of netting

As of December 31, 2008 (2)

(in thousands)

Assets Level 1 Level 2 Level 3 Total (1)
Exchange-traded/cleared derivative instruments $1,533,25:; $993,72° $-  $2,526,97¢
OTC derivative trading instruments - 3,352,88:¢ 23,591 3,376,47!
Commodities owned - 1,152,71¢ - 1,152,71¢
Available-for-sale securities 21,32z 2,01C 7,111 30,44z
Trading securities 210 - - 210
Total $1,554,78: $5,501,33 $30,70: $7,086,82.
Liabilities Level 1 Level 2 Level 3 Total (1)
Exchange-traded/cleared derivative instruments $94,66( $10,29¢ $- $104,95¢
OTC derivative trading instruments - 3,621,03! 26,307 3,647,34:
Total $94,66( $3,631,33: $26,307 $3,752,30:

(1) Amounts exclude the effects of netting

(2) Management has made adjustments to its origlassification of certain financial instruments furposes of this table.
Accordingly, approximately $518 million in assetsle&40 million in liabilities have been changedhirbevel Il to Level II.

Exchange-traded/cleared derivative instrumentsghvhie cash settled during the life of the transact
are classified as part of Trading assets and simaton the Consolidated statements of financial
condition. The table above does not include cetainmodities owned that are carried on a lower-of-
cost-or-market basis. The table does include agrodf commodities owned for which fair value hedge
accounting is applied.

As of
December 31, 2009
(in thousands)

As of
December 31, 2008
(in thousands)

Commodities owned:

Per consolidated statements of financial condition $1,751,54: $1,162,55!
Less amounts recorded at lower-of-cost-or-market 10,444 9,843
Per recurring fair value measures table $1,741,09 $1,152,71¢

The determination of the fair values above incoapes various factors including not only the credit
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standing of the counterparties involved and thesiohpf credit enhancements (such as cash d%ﬁﬁ:ﬂtﬁ]g Data Part 2 of 2
letters of credit and priority interests), but alke impact of the Partnership’s non-performanske'di{® 5335 0f 7002
its liabilities.

Trading derivatives and commodities owned reflexdifoons held by the Partnership. The fair value of
derivative contracts, which include futures andhexte-traded options, is generally based on
unadjusted quoted prices in active exchange masaketsare classified within Level 1. Some exchange-
cleared derivatives are valued using broker orateglotations, or market transactions in either the
listed or OTC markets. In such cases, these exehtaaded/cleared derivatives are classified within
Level 2. In addition, certain OTC-cleared forwarslwaps, and options are included in Level 2. OTC
derivative trading instruments include forwardsaps; and options and complex structures that are
valued at fair value and may be offset with simpasitions in exchange-cleared markets. In certain
instances, these instruments may utilize modefsdasure fair value. Generally, the Partnership ases
similar model to value similar instruments. Valoatimodels utilize various inputs that include qdote
prices for similar assets or liabilities in actiwarkets, quoted prices for identical or similareas®r
liabilities in markets that are not active, othbservable inputs for the asset or liability, andke&
corroborated inputs (i.e., inputs derived prindip&iom or corroborated by observable market dgta b
correlation or other means.) Where observable shpre available for substantially the full terntlod
asset or liability, the instrument is categorized.ével 2. Certain OTC derivatives trade in ledivac
markets with a lower availability of pricing infoation. In addition, complex or structured transatsi
can introduce the need for internally-developed ehatputs that might not be observable in or
corroborated by the market. When such inputs hasigrédficant impact on the measurement of fair
value, the instrument is categorized in Level 3.

The following table sets forth a reconciliationabfanges in the fair value of net trading derivative
classified as Level 3 in the fair value hierarchytfiousands):

Balance as of April 1, 2008 $436,16¢
Realized and unrealized gains (losses) (462,896
Purchases, settlements, sales and issuances 20,15¢
Transfers in and/or out of Level 3 10,972
Balance as of December 31, 2008 4,394
Realized and unrealized gains (losses) (194,473
Purchases, settlements, sales and issuances 8,824
Transfers in and/or out of Level 3 153,12¢
Balance as of December 31, 2009 ($28,131
Change in unrealized gains (losses) relating tmtingents still held as of December 31, 2009 ($126,398

Gains and losses (realized and unrealized) forILitems are included primarily in Principal
transactions — net.

Transfers in and/or out of Level 3 represent exgstissets or liabilities that were either previgusl
categorized as a higher level for which the inpotthe model became unobservable or assets and
liabilities that were previously classified as LES8dor which the lowest significant input became
observable during the period.

Given the nature, size, timing and tenor of cert@mplex transactions, changing one or more of the
less observable inputs within the valuation modely materially change the values used by
management.

TRADING ACTIVITY AND RISK MANAGEMENT

The Partnership derives a substantial portionsofetvenue from market-making and trading activjties
as an agent for RBS and as principal, in naturs| glectricity, petroleum, petroleum products, base
metals and other commodities. It quotes bid anergdfices to other market makers and end users. It
also earns trading profits as a dealer by strurguaind executing transactions that permit its
counterparts to manage their risk profiles. In &dnj it takes positions in markets based on the
expectation of future market conditions. These toms may be offset with similar positions or may b
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offset by positions taken in exchange-traded markitese positions include forwards, swaps, efiglirg Data Part 2 of 2
and futures. These financial instruments represemtracts with counterparts whereby payment%ag?’é336 of 7002
linked to or derived from market indices or on terpnedetermined by the contract, which may or may
not be financially settled by the Partnership.

Forward and future transactions are contractsdtayed delivery of commaodity instruments in which
the counterparty agrees to make or take deliveaysptecified price. Commaodity swap transactions may
involve the exchange of fixed and floating paymabligations without the exchange of the underlying
commodity. For additional information about derivas and related hedging activities see Note 6 —
Derivatives and Hedging Activities.

Options, which are either exchange-traded or diextgotiated between counterparties, provide the
holder with the right to buy from or sell to theiter an agreed amount of commodity at a specified
strike price within, or at, a specified period iofi¢. As a writer of options, the Partnership reesigan
option premium then manages the risk of an unfaalerehange in the value of the underlying
commodity.

Market risk arises from the potential for changethie value of physical and financial instruments
resulting from fluctuations in prices and basisratural gas, electricity, petroleum, petroleumdoicis,
base metals and other commodities. Market risksis @ffected by changes in volatility and liquidity
markets in which these instruments are traded.Prenership has established position and stop-loss
limits for each line of business to monitor its kedrrisk. Traders are required to maintain posgion
within these market risk limits. The position lisiéire monitored during the day by senior management
of the Partnership. Reports which present eaclingaabok’s position and the prior dayprofit and los

are reviewed daily by traders and the Partnersiigisor management.

The Partnership also uses Value-at-Risk (VaR) tasuee its exposure to market risk. VaR is an
estimate of the potential loss on a position otfptio of positions over a specified holding period
based on normal market conditions and within amstatistical confidence interval. The Partnership
has adopted the historical simulation methodologysi calculation of VaR, and uses a 95-percent
confidence interval. Holding periods are specifithe types of positions being measured, and are
determined based on the size of the position dfgims, market liquidity, tenor and other factors.
Historical volatilities are used in the calculati®ased upon these and other risk management
procedures, the Partnership’s senior managemestndieies whether to adjust the Partnership’s market
risk profile.

The Partnership’s credit risk from physical andhfinial instruments as of December 31, 2009 and 2008
is represented by the positive fair value of finahinstruments after consideration of netting and
collateral in the form of customer margins and &ettof Credit. Credit risk disclosures, howevelate

to the net losses that would be recognized if@linterparties failed to completely perform their
obligations. Options written expose the Partnerghigredit risk until premiums are paid by the
counterparty. Exchange-traded futures and optionset deemed to have significant credit expossre a
the exchanges guarantee that every contract wgkbperly settled on a daily basis.

The following table approximates the counterpargdd quality and exposure expressed in terms bf ne
replacement value as determined by rating agewocibg internal models intended to approximate o
agency determinations. These exposures are netlaferal in the form of customer margin and/or
letters of credit of $554 million and $955 millias of December 31, 2009 and 2008, respectively:

2009 2008
Counterparty credit quality (in thousands):
AAA $20,45¢ $20,467
AA 174,38¢ 338,73¢
A 734,81¢ 692,58(
BBB 605,58( 556,03¢
Below investment grade 826,29¢ 882,96:
Exchanges 657,50¢ 801,11«

$3,019,04: $3,291,89!

The Partnership monitors and controls its credk exposures through various systems and processes,
which evaluate the Partnership’s credit risk thfoagedit approvals and limits. To manage the lefel
credit risk the Partnership enters into nettingeagrents whenever possible and, where appropriate,
obtains collateral. Netting agreements incorporigtas of setoff that provide for the net settletneh
subject contracts with the same counterpart iretlent of default.
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The Partnership provides committed and uncommigitters of credit issued by various banks, ffreening Data Part 2 of 2
i . X . ; ' Page 5337 of 7002
addition to cash, to counterparts to satisfy varioollateral and margin deposit requirements (se®
Note 13 — Borrowings and Credit Facilities).

INVESTMENTS IN MARKETABLE SECURITIES

Available-for-Sale Securities— The Partnership held equity securities of $5billion and

$53.9 million categorized as available-for-saleusities, included in Investments in marketable
securities as of December 31, 2009 and 2008, régplyc As of December 31, 2009, gross unrealized
gains were $7.9 million and gross unrealized loggag $9.9 million, and as of December 31, 2008,
gross unrealized gains were $0.1 million and guwssalized losses were $47.6 million. During 2009,
the Partnership realized a loss on available-ftesacurities, that was previously recorded in AQI
$44.3 million. During 2008, the Partnership purath$2.0 million and novated to RBS $30.3 milliot
available-for-sale securities. The fair value afigéies in an unrealized loss position at Decenfier
2009 was $20.8 million and was $37.0 million at 8mber 31, 2008. The unrealized losses were
primarily caused by temporary declines in the mavidues of the securities. As of December 31, 2009
the Partnership does not consider these investrebts other-than-temporarily impaired.

Trading Securities — As of December 31, 2009 and 2008, the Partneitsil $0.2 million and

$0.2 million of securities classified as tradinguggties, respectively, included in Investments in
marketable securities. The Partnership recordegalined losses of $0.7 million related to trading
securities for the period from April 1, 2008 to [Bedber 31, 2008. During 2008, the Partnership sold
$2.5 million and novated to RBS $2.0 million ofdilag securities.

INVESTMENTS IN UNCONSOLIDATED AFFILIATES

As of December 31, 2009 and 2008, the Partnershiped 30% of Gateway Energy Services
Corporation (Gateway). Gateway is a retail markefaratural gas and electricity, serving residdntia
commercial, and light industrial customers primaitil the northeast, mid-west, and n@tantic region:
of the U.S. During 2009, the Partnership recordbs of $12.5 million on its investment in Gateway
As of December 31, 2009 and 2008 the Partnershipedv25% of Great Eastern Energy Co. LLC
(GEEC). GEEC supplies natural gas and electricityammercial and industrial customers within m:
markets across the United States. During 2009 #mmership received a $1.6 million distributioonir
GEEC. The carrying value of these investments &Gtillion and $34.1 million as of December 31,
2009 and 2008, respectively, and is included irpp&cdkand other assets.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are carried at esst dccumulated depreciation. These assets cohsist
leasehold improvements and office equipment, coerprquipment (which includes computer hardv
and software) and machinery and equipment. Propglent and equipment by major functional
categories are as follows (in thousands):

Accumulated Book

As of December 31, 2009 Cost Depreciation Value

Leasehold improvements and office equipment  $121,64¢ $37,52: $84,12¢
Computer equipment 215,66¢ 153,99¢ 61,66¢
Machinery and equipment 9,471 5,44C 4,031

$346,78! $196,96.  $149,82:

Accumulated Book

As of December 31, 2008 Cost Depreciation Value

Leasehold improvements and office equipment  $115,62( $29,48¢ $86,13¢
Computer equipment 184,281 127,94¢ 56,33¢
Machinery and equipment 7,625 5,204 2,421

12.

$307,52¢ $162,63°  $144,88¢

FINANCE LEASE RECEIVABLE

In connection with a transaction entered into dy2008, the Partnership entered into a sales ggsel
that is recorded in the consolidated statemenfipaificial condition as a Finance lease receivatie.
balances at December 31, 2009 and December 31,826G& follows (in thousands):
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Gross receivable $211,98¢  $224,25: Screening Data Part 2 of 2
Unearned income (133,744 (146,926 Page 5338 of 7002
Unguaranteed residual value 115,00( 115,00(

Finance lease receivable $193,24:  $192,32¢

Contractual maturities of the gross receivablefddezember 31, 2009 were as follows (in thousands):

2010 $11,111
2011 14,272
2012 14,89:
2013 13,23¢
2014 19,74C
Thereafter 138,73¢

$211,98t¢
13. BORROWINGS AND CREDIT FACILITIES

14.

Certain subsidiaries of the Partnership have a2#iiliion, five year committed syndicated revolving
credit facility (consisting of borrowings, lettes§ credit and other credit support accommaodations)
maturing in September 2010. The amount of creditlalvle under the facility is limited to the amount
of a borrowing base consisting of receivables, imwges and other assets of a subsidiary of the
Partnership that secure the credit facility andvataed for purposes of the borrowing base at waryi
percentages of current market value. Extensiomseafit are guaranteed by Sempra Energy subject to a
maximum guarantee liability of 20% of the lendagal commitments under the facility. The facility
requires a subsidiary of the Partnership to mesicefinancial tests at the end of each quarter,
including minimum working capital, leverage ratsgnior debt to tangible net worth ratio, and mirmn
net worth and tangible net worth tests. It alsoosgs certain other limitations on the subsidiay an
certain affiliates, including certain limitations other indebtedness, capital expenditures, liens,
transfers of assets, investments, loans, advadisegends, other distributions, modifications afki
management policies and transactions with affdiafes of December 31, 2009, the facility had

$968 million of letters of credit and no borrowingststanding. In addition to commitment fees, these
borrowings accrue interest at market rates basedbase rate or libor plus a fixed margin. In May
2008, the facility was amended to permit the immatation of the transfer of certain businesses®f t
Partnership to RBS and to ensure that after sacisfier, the Partnership businesses would contmue t
be able to utilize the credit facility. In additiothhere were adjustments to covenants and the margi
applicable to loans.

At December 31, 2009, RBS, on behalf of itself aadtain subsidiaries of the Partnership, maintained
$1.282 billion in various uncommitted lines of cteé\t December 31, 2009, these facilities had
outstanding $985 million of letters of credit ammshort term borrowings. These facilities excludma
of credit provided by RBS to subsidiaries of thetRership as well as loans made by RBS to the
Partnership (or its subsidiaries) pursuant to lifggation to lend cash and other working capitathte
Partnership as necessary to fund all of its ongoperating expenses, to provide capital to the
Partnership to support the trading activities sfsiibsidiaries at a level prevailing as of Apri2@08, to
support the business plan of the Partnership, @asdgport its reasonable growth.

INCOME TAXES

The Partnership is a Limited Liability Partnershiporporated under the laws of the United Kingdom
and for U.S. purposes has elected to be treatadPastnership for U.S. federal, state and locialgfd.
The income or loss applicable to the operatiorth®fPartnership is includable in the U.S. inconxe ta
returns of the Members. Certain subsidiaries oRRagnership are subject to tax in foreign jurigdits
where such subsidiary is treated as a corporatiderocal tax laws.

The provision for income taxes is summarized beliovthousands):

For the Year Ended For the Period Ended
December 31, 2009 December 31, 2008

Current — foreign $34,55¢ $13,31%
Current — state 7,234 -
Deferred — foreign (1,663, 3,101

Total provision for income taxes $40,12¢ $16,41¢
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As of December 31, 2009 and 2008, the Partnerssmmet deferred tax asset of $3.2 million §ﬁrt§en'n9 Data Part 2 of 2
$3.8 million, respectively. Page 5339 of 7002

The provision for income taxes varies from the falncome tax rate of 35% primarily because the
entity is treated as a partnership for federalstate tax purposes and the income or loss appti¢abts
operations is included in the income tax returnthefMembers.

The total amounts of gross unrecognized tax benafithe beginning and ending of the year are as
follows (in thousands):

Unrecognized tax benefits, as of April 1, 2008 $38,31¢
Gross decreases — tax positions in prior period (26,920

Unrecognized tax benefits, as of December 31, 2008 11,39¢

Gross increases — tax positions in prior period 2,10€
Gross decreases — tax positions in prior period (9,483,
Gross increases — current period tax positions 1,75€

Unrecognized tax benefits, as of December 31, 2009  $5,77¢

15.

16.

Of the total unrecognized tax benefits, approxity$é million represents the amount of unrecognized
tax benefits that, if recognized, would favorabffeet the effective tax rate in future periods.

As a result of the organization of the Partnergbge Note 2 — Formation and Organization of the
Partnership), any tax liability arising from ther@@rship’s operations prior to the effective datt¢he
joint venture will be borne by Sempra. The Partngrsommenced on April 1, 2008. The current year
ended December 31, 2009 and the prior short pémod April 1, 2008 to December 31, 2008 are open
under statute for examination for U.S. federalkestand local tax returns. The statute of limitasidor
other material foreign tax returns remains operlf85 and forward.

EMPLOYEE BENEFIT PLANS

The Partnership’s employees participate in varlmrsefit plans, including a defined contribution
savings plan (401(k) plan). Included in Compensatind benefits is approximately $13.2 million and
$10.7 million of expenses for the year ended Deearth, 2009 and the period ended December 31,
2008, respectively, related to these plans.

COMMITMENTS AND CONTINGENCIES

Minimum non<cancelable lease commitments for office facilitees;lusive of real estate taxes and o
expenses are as follows (in thousands):

2010 $33,63(
2011 23,64¢
2012 15,70¢
2013 12,45:
2014 9,047
Thereafter 30,71C

$125,19:

Office leases, which expire at various dates thina2@24, contain provisions for escalation based on
certain cost increases incurred by the lessorst &grense was $12.9 million and $9.4 million foeg th
year ended December 31, 2009 and for the periad April 1, 2008 (date of commencement) to
December 31, 2008, respectively.

As part of its normal business, the Partnershipreninto various fixed-price non-cancelable
commitments to purchase or sell transportationsdochge capacity. These commitments are recog
as performed.

Certain claims, suits and allegations that arighénordinary course of business have been filed@r
pending against the Partnership. In addition, twe¢r@rship is a respondent in a complaint procegdin
initiated at the FERC concerning rates chargedtiort-term sales of power to the California
Independent System Operator Corporation (ISO) hadCalifornia Power Exchange (PX) for power
supplied during the period of October 2, 2000 tgfodune 20, 2001. On March 26, 2003, the FERC
expanded the basis for refunds by adopting a staffmmendation from a separate investigation to
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refunds. The FERC released its final instructi@ms] ordered the ISO and PX to recalculate thgiﬁ%ﬁ 40 0f 7002
number through their settlement models. In Aug0§t&2 the Ninth Circuit Court of Appeals (Court of
Appeals) upheld the FERC's decision not to extéwdréfund period and held that FERC properly
excluded certain bilateral transactions from ttfand proceedings. However, they also held that the
FERC erred in excluding certain multi-day transacsifrom the refund proceedings and in not
considering other remedies for tariff violationattloccurred prior to October 2, 2000. The Court of
Appeals remanded the matter to the FERC for fupheceedings. In November 2007, the Partnership
and other entities filed requests for rehearinthefCourt of Appeals’ August 2006 decision. In Apri
2009 the Ninth Circuit denied the rehearing requdstNovember 2009, FERC issued an order
establishing the parameters of the proceeding miame. The remand proceeding is being held in
abeyance pending FERC sponsored settlement disogsén August 2007, the Ninth Circuit Court of
Appeals issued a decision reversing and remandiRJ-orders declining to provide refunds in a
related proceeding regarding short-term bilatemlssup to one month in the Pacific Northwest. The
court found that some of the short-term sales betviee DWR and various sellers (including the
Partnership) that had previously been excluded tiwerrefund proceeding involving sales in the 1ISO
and PX markets in California, were within the scopéhe Pacific Northwest refund proceeding. In
December 2007, the Partnership and other selledsieéquests for rehearing of the Court of Appeals’
August 2007 decision. In April 2009 the Ninth Ciitodenied the rehearing requests. On September 4,
2009, the Partnership filed in the US Supreme Cayetition for cert of the Ninth Circuit decision
which was denied in January 2010. FERC has nasgeed a remand order in this matter. It is possibl
that on remand, the FERC could order refunds fortslerm sales to the DWR in the Pacific Northwest
refund proceeding.

The Partnership has reserves for its estimateaddfability that reflect its estimate of the effexd the
FERC's revision of the benchmark prices it will dsecalculate refunds and other refund-related
developments.

In a separate complaint filed with the FERC in 2002 California Attorney General challenged the
FERC's authority to establish a market-based egéwe, and further contended that, even if such a
regime were valid, electricity sellers had faileccomply with the FERC’s quarterly reporting
requirements. The Attorney General requested tieaFERC order refunds from suppliers. The FERC
dismissed the complaint and instead ordered setaesstate their reports. After an appeal by the
California Attorney General, the Ninth Circuit Coof Appeals upheld the FERC's authority to
establish a market-based rate regime, but orderadmd of the case to the FERC for further
proceedings, stating that failure to file transatspecific quarterly reports gave the FERC authdoi
order refunds with respect to jurisdictional sedldn December 2006, a group of sellers petitiched
United States Supreme Court to review the Nintle@irCourt of Appeals’ decision. In June 2007, the
Supreme Court declined further review of the Ni@trcuit Court of Appeals’ order. On March 21,
2008, FERC issued a procedural order setting thteenfar further hearings before an ALJ on remand.
FERC issued a clarifying order on October 6, 2G0&fwhich the California Parties sought rehearing,
which FERC denied on December 28, 2009. The Caliigparties filed a notice of appeal of these
orders with the Ninth Circuit Court of Appeals mnliary 2010. A hearing is scheduled at FERC for
April 2010. On remand, it is possible that the FE&QId order refunds or disgorgement of profits for
periods in addition to those covered by its prafund orders and substantially increase the refthnats
ultimately may be required to be paid by the Pasimg and other power suppliers.

On or about May 22, 2009, the California Attornegr@ral filed an action at FERC against various
sellers of power to the CA state agency CDWR-CERi$hg the period Jan. 18 — June 20, 2001,
including the Partnership. The complaint alleges these sellers benefited from the improper egerci
of market power and the violation of various tarifiy selling power to CERS at unjust and
unreasonable prices. The complaint alleges than{fa,” in particular, manipulated the market. The
remedies being sought from the Partnership arelladyplicative of those being sought in the
proceedings described above. The Partnershipdiledtion to dismiss and answer on September 3,
2009. In May 2009, the CA Parties moved FERC tcsobidate and grant summary disposition of this
matter and certain other matters, including thasedbed above. The Partnership filed an answer in
August 20089.

In connection with the formation of the joint veréuSempra has agreed to indemnify RBS and the
Partnership from any liability arising out of thasatters.

As of December 31, 2009, the Partnership is owgdeagmately $100 million from energy sales made
in 2000 and 2001 through the ISO and the PX marRéis collection of these receivables depends on
several factors, including the California ISO antdréfund case. The Partnership believes adequate
reserves have been recorded.
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In the normal course of business, the Partnersisleen named, from time to time, as a defer®fggfning Data Part 2 of 2
various legal actions, including arbitrations, slastions and other litigation. The Partnershiglgg 29¢ 5341 of 7002
involved, from time to time, in other reviews, imtigations and proceedings (both formal and inféyma
by governmental and regulatory agencies regardiegCompany’s business, including, among other
matters, accounting and operational matters. Th@&ahip contests liability and/or the amount of
damages as appropriate in each pending matteirewnof the inherent difficulty of predicting the
outcome of such matters, the Partnership canndiqgtreith certainty the loss or range of loss,nfa
related to such matters. Subject to the foregdhmg Partnership believes, based on current knowledg
and after consultation with counsel, that the ooeaf such pending matters should not have a rahteri
adverse effect on the consolidated financial caowlivf the Partnership, although the outcome ohsuc
matters could be material to the Partnership’satpeg results and cash flows for a particular fatur
period, depending on, among other things, the lel/#ie Partnership’s revenues, income or cashsflow
for such period.

SUBSEQUENT EVENTS

On February 16, 2010, and in accordance with teeueturing measures that were previously agreed
between RBS and the EC, Sempra, RBS and the Pship@ntered into an agreement (the Purchase
Agreement) with J.P. Morgan Ventures Energy CorpamgJ.P. Morgan Ventures), whereby J.P.
Morgan Ventures will purchase the oil, metals andofgean power and gas businesses from the joint
venture (the Transaction). RBSSC will retain itsticAmerican power and natural gas businesses, and
its retail energy solutions business.

The Transaction is expected to close in the seqoader of 2010, and at closing, J.P. Morgan Vesgur
will pay an aggregate purchase price equal to stismated book value of the businesses purchased at
closing, computed on the basis of IFRS, plus anuarnequal to $468 million.

The closing is subject to several conditions whingliude obtaining various regulatory approvals,
obtaining certain regulatory licenses, the maimeeraof certain credit rating levels by J.P. Morgan
Chase & Co., and the execution of certain relatgdements including an agreement pursuant to which
the Partnership will be providing transition seesdo the subject businesses following the closing.

In connection with the Transaction under the Puseh®greement, the Partnership expects, subject to
the negotiation of a definitive agreement, to ameertiain provisions of the various Partnership
agreements to reflect the sharing of the proceédaadindemnities under the Transaction.

The Partnership has evaluated subsequent everadjimtment to or disclosure in its financial
statements through February 22, 2010, the dateahsolidated financial statements were issued. No
recordable or disclosable events, other than tkats\as disclosed above, occurred through this date
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