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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
(Mark One)
[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2014
or

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition to
period from
Former name, former
address and former fiscal
Commission  Exact Name of Registrants as Specified in their I.R.S. Employer year, if changed since last
File No. Charters, Address and Telephone Number States of Incorporation Identification Nos. report
1-14201 SEMPRA ENERGY California 33-0732627 No change

101 Ash Street
San Diego, California 92101
(619)696-2000

1-03779 SAN DIEGO GAS & ELECTRIC COMPANY California 95-1184800 No change
8326 Century Park Court
San Diego, California 92123
(619)696-2000

1-01402 SOUTHERN CALIFORNIA GAS COMPANY California 95-1240705 No change
555 West Fifth Street
Los Angeles, California 90013
(213)244-1200

Indicate by check mark whether the registranthéle filed all reports required to be filed by $aetl3 or 15(d) of the Securities Exchange Act of
1934 during the preceding 12 months (or for suatsh period that the registrants were requirefiléecsuch reports), and (2) have been subject ¢t su
filing requirements for the past 90 days.

Yes X No

Indicate by check mark whether the registrant lidisnétted electronically and posted on its corpokéb site, if any, every Interactive Data File
required to be submitted and posted pursuant te Bab of Regulation S-T during the preceding 12 tim®xor for such shorter period that the registrant
was required to submit and post such files).

Sempra Energy Yes X No
San Diego Gas & Electric Company Yes X No
Southern California Gas Company Yes X No

Indicate by check mark whether the registrantlezg@e accelerated filer, an accelerated filer, maccelerated filer or a smaller reporting comp&se
the definitions of “large accelerated filer,” “aterted filer” and “smaller reporting company” inle 12b-2 of the Exchange Act.

Large Smaller reporting
accelerated filer Accelerated filer Non-accelerated filer company
Sempra Energy [ X] [ ] [ ] [ ]
San Diego Gas & Electric
Company [ ] [ ] [ X] [ ]

Southern California Gas
Company [ ] [ ] [ X] [ ]



Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Bxgje Act).

Sempra Energy Yes No X
San Diego Gas & Electric Company Yes No X
Southern California Gas Company Yes No X

Indicate the number of shares outstanding of e&tedssuers’ classes of common stock, as ofatest practicable date.
Common stock outstanding on October 31, 2014:

Sempra Energy 246,218,250 shares
San Diego Gas & Electric Company Wholly owned Imp¥a Corporation, which is wholly owned by Sempreefgy
Southern California Gas Company Wholly owned bgifRaEnterprises, which is wholly owned by Semfirergy

SEMPRA ENERGY FORM 10-Q
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SOUTHERN CALIFORNIA GAS COMPANY FORM 10-Q
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This combined Form 10-Q is separately filed by Senmp Energy, San Diego Gas & Electric Company and Sdhern California Gas Company. Information containedherein
relating to any individual company is filed by suchcompany on its own behalf. Each company makes regsentations only as to itself and makes no otherpeesentation
whatsoever as to any other company.

You should read this report in its entirety as it ertains to each respective reporting company. No @nsection of the report deals with all aspects ofi¢ subject matter.
Separate Part | — Item 1 sections are provided foeach reporting company, except for the Notes to Cdensed Consolidated Financial Statements. The NotessCondensed
Consolidated Financial Statements for all of the ngorting companies are combined. All Items other tha Part | — Item 1 are combined for the reporting canpanies.

INFORMATION REGARDING FORWARD-LOOKING STATEMENTS

We make statements in this report that are nodtiéstl fact and constitute forward-looking statemsamithin the meaning of the Private Securities
Litigation Reform Act of 1995. Forward-looking statents are necessarily based upon assumptionsesjibct to the future, involve risks and
uncertainties, and are not guarantees of performartese forward-looking statements represent stimates and assumptions only as of the filing date
of this report. We assume no obligation to updateeise any forward-looking statement as a resuttew information, future events or other factors.

LNTH

intends,”

” o ”ou ” o ”ou

In this report, when we use words such as “beligévegpects,” “anticipates,” “plans,” “estimates;projects,” “forecasts,” “contemplates,
“depends,” “should,” “could,” “would,” “will,” “corfident,” “may,” “potential,” “target,” “pursue,” oals,” “outlook,” “maintain,” or similar
expressions, or when we discuss our guidanceegiraplans, goals, opportunities, projectionsjatiites, objectives or intentions, we are making
forward-looking statements.
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Factors, among others, that could cause our actgalts and future actions to differ materiallynfrehose described in forward-looking statements
include

= local, regional, national and international econgranompetitive, political, legislative and reguliat@onditions and developmen

= actions and the timing of actions, including isstem of permits to construct and licenses for operaty the California Public Utilitie
Commission, California State Legislature, U.S. D&pant of Energy, Federal Energy Regulatory ComimissNuclear Regulatory Commissi
Atomic Safety and Licensing Board, California Enef@ommission, U.S. Environmental Protection Agerslifornia Air Resources Board, ¢
other regulatory, governmental and environmentdid®in the United States and other countries irchvive operate

= capital markets conditions, including the availipibf credit and the liquidity of our investmen

= the timing and success of business developmenttefémd construction, maintenance and capital prejéncluding risks in obtaining perm
licenses, certificates and other authorizationa timely basis and risks in obtaining adequatecamdpetitive financing for such projec

- delays in the timing of costs incurred and the nignof the regulatory agency authorization to receueh costs in rates from custome
= inflation, interest and exchange rat

= the impact of benchmark interest rates, generathpd§’'s A-rated utility bond yields, on our California Utié€’ cost of capital

= energy markets, including the timing and extentliinges and volatility in commodity price

= the availability of electric power, natural gas diggdiefied natural gas, including disruptions calibg failures in the North American transmis:
grid, pipeline explosions and equipment failured tire decommissioning of San Onofre Nuclear Geimgr&tation (SONGS;

= weather conditions, natural disasters, catastrogptidents, and conservation effo

= cybersecurity threats to the energy grid and thefidentiality of our proprietary information andettpersonal information of our custom
terrorist attacks that threaten system operatiodscatical infrastructure, and wai

= risks inherent with nuclear power facilities andioactive materials storage, including the catg@dtio release of such materials, the disallow
of the recovery of the investment in, or operatoasts of, the nuclear facility due to an extendetage and facility closure, and increg
regulatory oversighi

. risks that our partners or counterparties will bakle or unwilling to fulfill their contractual camitments;

= risks posed by decisions and actions of third pamiho control the operations of investments inclvlwie do not have a controlling intere

= business, regulatory, environmental and legal dwtisand requirement

= expropriation of assets by foreign governmentstétedand other property dispute

= the impact on reliability of San Diego Gas & Eléct€Companys (SDG&E) electric transmission and distributiosteyn due to increased amc
and variability of power supply from renewable gyesources

= the impact on competitive customer rates of thevgiidn distributed and local power generation anel ¢orresponding decrease in deman
power delivered through SDG¢'s electric transmission and distribution syst:

= the inability or determination not to enter int;dpterm supply and sales agreements or tengr firm capacity agreements due to insuffic
market interest, unattractive pricing or other dast

= the resolution of litigation; an
= other uncertainties, all of which are difficultpoedict and many of which are beyond our con

We caution you not to rely unduly on any forwardiing statements. You should review and considexfally the risks, uncertainties and other factors
that affect our business as described in this tegrat in our most recent Annual Report on Form 1fild€l with the Securities and Exchange
Commission.
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ITEM 1. FINANCIAL STATEMENTS



SEMPRA ENERGY

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Dollars in millions, except per share amounts)

Three months ended
September 30,

Nine months ended
September 30,

2014 2013 2013
(unaudited)

REVENUES
Utilities $ 2,463 2,223 7,318 6,889
Energy-related businesses 352 328 970 963

Total revenues 2,815 2,551 8,288 7,852
EXPENSES AND OTHER INCOME
Utilities:

Cost of natural gas (293) (261) (1,308) (1,182)

Cost of electric fuel and purchased power (680) (537) (1,761) (1,461)
Energy-related businesses:

Cost of natural gas, electric fuel and purchased power (163) (120) (427) (325)

Other cost of sales (42) 47) (122) (144)
Operation and maintenance (726) (698) (2,131) (2,162)
Depreciation and amortization (292) (286) (866) (828)
Franchise fees and other taxes (104) (96) (301) (283)
Plant closure adjustment (loss) — — 13 (200)
Gain on sale of equity interests and assets 19 39 48 113
Equity earnings, before income tax 22 3 62 21
Other income, net 29 16 118 79
Interest income 6 5 15 15
Interest expense (144) (137) (418) (413)
Income before income taxes and equity earnings

of certain unconsolidated subsidiaries 447 432 1,210 1,082
Income tax expense (72) (117) (291) (327)
Equity earnings, net of income tax 7 8 22 13
Net income 383 323 941 768
Earnings attributable to noncontrolling interests (35) (22) (76) (41)
Call premium on preferred stock of subsidiary — 3) — 3)
Preferred dividends of subsidiaries — 2 (@) (5)
Earnings $ 348 296 864 719
Basic earnings per common share $ 1.41 1.21 3.52 2.95
Weighted-average number of shares outstanding, basic (thousands) 246,137 244,140 245,703 243,682
Diluted earnings per common share $ 1.39 1.19 3.45 2.89
Weighted-average number of shares outstanding, diluted (thousands) 250,771 249,259 250,278 248,723
Dividends declared per share of common stock $ 0.66 0.63 1.98 1.89
See Notes to Condensed Consolidated Financial Statements.
SEMPRA ENERGY
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Dollars in millions)

Three months ended September 30, 2014 and 2013
(unaudited)
Sempra Energy Shareholders' Equity
Income Tax Net-of-Tax
(Expense) Benefit Amount Interests (After-Tax) Total

2014:
Net income 419 (72) 348 35 383
Other comprehensive income (loss):

Foreign currency translation adjustments (100) — (100) (12) (111)

Pension and other postretirement benefits 8 3) 5 — 5

Financial instruments 4 1 (3) 3 —

Total other comprehensive loss (96) ) (98) (8) (106)
Comprehensive income 323 (73) 250 27 277
2013:
Net income 418 (117) 301 22 323
Other comprehensive income (loss):

Foreign currency translation adjustments 5 — 5 — 5



Pension and other postretirement benefits 5 @) 3 — 3
Financial instruments (5) 1 (4) ) (6)
Total other comprehensive income (loss) 5 (1) 4 (2 2
Comprehensive income 423 (118) 305 20 325
Preferred dividends of subsidiaries (2) — (2) — (2
Comprehensive income, after preferred
dividends of subsidiaries $ 421  $ (118) $ 303 $ 20 $ 323
See Notes to Condensed Consolidated Financial Statements.
SEMPRA ENERGY
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (CONTINUED)
(Dollars in millions)
Nine months ended September 30, 2014 and 2013
(unaudited)
Sempra Energy Shareholders' Equity
Income Tax Net-of-Tax Noncontrolling
(Expense) Benefit Amount Interests (After-Tax) Total
2014:
Net income 1,156 $ (291) % 865 $ 7% $ 941
Other comprehensive income (loss):
Foreign currency translation adjustments (141) — (141) (12) (153)
Pension and other postretirement benefits 21 (8) 13 — 13
Financial instruments (24) 9 (15) 2 (13)
Total other comprehensive loss (144) 1 (143) (10) (153)
Comprehensive income 1,012 (290) 722 66 788
Preferred dividends of subsidiary (€] — (@) — Q)
Comprehensive income, after preferred
dividends of subsidiary 1,011 $ (290) $ 721 $ 66 $ 787
2013:
Net income 1,054 $ (327) % 727 $ 41 % 768
Other comprehensive income (loss):
Foreign currency translation adjustments 149 — 149 (24) 125
Pension and other postretirement benefits 12 (5) 7 — 7
Financial instruments 8 3) 5 16 21
Total other comprehensive income (loss) 169 (8) 161 (8) 153
Comprehensive income 1,223 (335) 888 33 921
Preferred dividends of subsidiaries (5) — (5) — (5)
Comprehensive income, after preferred
dividends of subsidiaries 1,218 $ (335) $ 883 $ 33 % 916
See Notes to Condensed Consolidated Financial Statements.
SEMPRA ENERGY
CONDENSED CONSOLIDATED BALANCE SHEETS
(Dollars in millions)
September 30, December 31,
2014 2013(1)
(unaudited)
ASSETS
Current assets:
Cash and cash equivalents $ 667 $ 904
Restricted cash 22 24
Trade accounts receivable, net 1,055 1,308
Other accounts and notes receivable, net 209 214
Due from unconsolidated affiliates 3 4
Income taxes receivable 91 85
Deferred income taxes 452 301
Inventories 472 287
Regulatory balancing accounts — undercollected 821 556
Other regulatory assets 59 38
Fixed-price contracts and other derivatives 83 106
Asset held for sale, power plant 293 —
Other 187 170
Total current assets 4,414 3,997
Investments and other assets:
Restricted cash 10 25
Due from unconsolidated affiliates 133 14



Regulatory assets arising from pension and other postretirement

benefit obligations 435 435
Other regulatory assets 2,048 2,113
Nuclear decommissioning trusts 1,087 1,034
Investments 1,797 1,575
Goodwill 951 1,024
Other intangible assets 418 426
Sundry 1,280 1,141

Total investments and other assets 8,159 7,787

Property, plant and equipment:
Property, plant and equipment 35,829 34,407
Less accumulated depreciation and amortization (9,420) (8,947)
Property, plant and equipment, net ($417 and $438 at September 30, 2014 and
December 31, 2013, respectively, related to VIE) 26,409 25,460
Total assets $ 38,982 $ 37,244
1) Derived from audited financial statements.
See Notes to Condensed Consolidated Financial Statements.
SEMPRA ENERGY
CONDENSED CONSOLIDATED BALANCE SHEETS (CONTINUED)
(Dollars in millions)
September 30, December 31,
2014 2013(1)
(unaudited)
LIABILITIES AND EQUITY
Current liabilities:
Short-term debt $ 1,309 $ 545
Accounts payable — trade 1,153 1,088
Accounts payable — other 129 127
Dividends and interest payable 327 271
Accrued compensation and benefits 345 376
Regulatory balancing accounts — overcollected — 91
Current portion of long-term debt 188 1,147
Fixed-price contracts and other derivatives 49 55
Customer deposits 149 154
Other 643 515
Total current liabilities 4,292 4,369
Long-term debt ($317 and $325 at September 30, 2014 and December 31, 2013, respectively,
related to VIE) 12,437 11,253
Deferred credits and other liabilities:
Customer advances for construction 144 155
Pension and other postretirement benefit obligations, net of plan assets 659 667
Deferred income taxes 3,113 2,804
Deferred investment tax credits 38 42
Regulatory liabilities arising from removal obligations 2,725 2,623
Asset retirement obligations 2,043 2,084
Fixed-price contracts and other derivatives 220 228
Deferred credits and other 1,154 1,169
Total deferred credits and other liabilities 10,096 9,772
Commitments and contingencies (Note 11)
Equity:
Preferred stock (50 million shares authorized; none issued) — —
Common stock (750 million shares authorized; 246 million and 244 million shares

outstanding at September 30, 2014 and December 31, 2013, respectively; no par value) 2,499 2,409
Retained earnings 9,205 8,827
Accumulated other comprehensive income (loss) (371) (228)

Total Sempra Energy shareholders’ equity 11,333 11,008
Preferred stock of subsidiary 20 20
Other noncontrolling interests 804 822

Total equity 12,157 11,850

Total liabilities and equity $ 38,982 $ 37,244

1) Derived from audited financial statements.
See Notes to Condensed Consolidated Financial Statements.



SEMPRA ENERGY
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in millions)

Nine months ended September 30,

2014 2013
(unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 941 $ 768
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 866 828
Deferred income taxes and investment tax credits 131 327
Gain on sale of equity interests and assets (48) (113)
Plant closure (adjustment) loss (13) 200
Equity earnings (84) (34)
Fixed-price contracts and other derivatives (29) (25)
Other 32 23
Net change in other working capital components (215) (454)
Changes in other assets 28 (203)
Changes in other liabilities 42 13
Net cash provided by operating activities 1,661 1,330
CASH FLOWS FROM INVESTING ACTIVITIES
Expenditures for property, plant and equipment (2,320) (1,785)
Expenditures for investments and acquisition of businesses, net of cash acquired (192) (22)
Proceeds from sale of equity interests and assets, net of cash sold 92 566
Proceeds from U.S. Treasury grants — 238
Distributions from investments 15 141
Purchases of nuclear decommissioning and other trust assets (505) (514)
Proceeds from sales by nuclear decommissioning and other trusts 498 510
Decrease in restricted cash 156 285
Increase in restricted cash (139) (311)
Advances to unconsolidated affiliates (81) —
Other 10 (10)
Net cash used in investing activities (2,466) (901)
CASH FLOWS FROM FINANCING ACTIVITIES
Common dividends paid (450) (452)
Preferred dividends paid by subsidiaries Q) (5)
Issuances of common stock 43 57
Repurchases of common stock (38) (45)
Issuances of debt (maturities greater than 90 days) 3,063 1,404
Payments on debt (maturities greater than 90 days) (1,845) (1,444)
Proceeds from sale of noncontrolling interests, net of $25 in offering costs — 574
(Decrease) increase in short-term debt, net (111) 81
Net distributions to noncontrolling interests (84) (28)
Other (5) 15
Net cash provided by financing activities 572 157
Effect of exchange rate changes on cash and cash equivalents 4 —
(Decrease) increase in cash and cash equivalents (237) 586
Cash and cash equivalents, January 1 904 475
Cash and cash equivalents, September 30 $ 667 $ 1,061

See Notes to Condensed Consolidated Financial Statements.

SEMPRA ENERGY
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (CO NTINUED)
(Dollars in millions)

Nine months ended September 30,

2014
(unaudited)
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Interest payments, net of amounts capitalized $ 359 $ 359
Income tax payments, net of refunds 154 106
SUPPLEMENTAL DISCLOSURE OF NONCASH INVESTING AND FINANCING ACTIVITIES
Acquisition of businesses:
Assets acquired $ — $ 13
Cash paid, net of cash acquired — (11)




Liabilities assumed $ — 2
Nuclear facility plant reclassified to regulatory asset, net of depreciation and amortization $ — 512
Accrued capital expenditures 385 285
Increase in capital lease obligations for investment in property, plant and equipment 60 —
Capital expenditures recoverable by U.S. Treasury grants receivable — 3
Sequestration of U.S. Treasury grants receivable — (23)
Dividends declared but not paid 166 158
Financing of build-to-suit property 49 —
Call premium on preferred stock of subsidiary — 3
See Notes to Condensed Consolidated Financial Statements.
SAN DIEGO GAS & ELECTRIC COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Dollars in millions)
Three months ended Nine months ended
September 30, September 30,
2014 2013 2014 2013
(unaudited)

Operating revenues

Electric $ 1,133 $ 970 $ 2,892 2,685

Natural gas 100 93 391 381

Total operating revenues 1,233 1,063 3,283 3,066

Operating expenses

Cost of electric fuel and purchased power 441 315 1,036 776

Cost of natural gas 39 36 165 157

Operation and maintenance 276 266 784 852

Depreciation and amortization 134 126 395 367

Franchise fees and other taxes 67 57 177 158

Plant closure (adjustment) loss — — (13) 200

Total operating expenses 957 800 2,544 2,510
Operating income 276 263 739 556
Other income, net 9 10 29 30
Interest income — — — 1
Interest expense (51) (50) (152) (147)
Income before income taxes 234 223 616 440
Income tax expense (65) (84) (217) (147)
Net income 169 139 399 293
Earnings attributable to noncontrolling interest (12) (5) (20) (1)
Earnings 157 134 379 292
Call premium on preferred stock — 3 — 3
Preferred dividend requirements — (2 — 4
Earnings attributable to common shares $ 157  $ 129 % 379 285
See Notes to Condensed Consolidated Financial Statements.
SAN DIEGO GAS & ELECTRIC COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Dollars in millions)
SDG&E Shareholder's Equity
Pretax Income Tax Net-of-Tax Noncontrolling
Amount (Expense) Benefit Amount Interest (After-Tax) Total
Three months ended September 30, 2014 and 2013
(unaudited)

2014:
Net income $ 222 $ (65) $ 157 $ 12 169
Other comprehensive income:

Pension and other postretirement benefits 1 — 1 — 1

Financial instruments — — — 4 4

Total other comprehensive income 1 — 1 4 5
Comprehensive income $ 223 $ (65) $ 158 $ 16 174
2013:
Net income $ 218 $ (84) $ 134 $ 5 139
Other comprehensive income (loss):

Pension and other postretirement benefits 2 Q) 1 — 1

Financial instruments — — — (1)

Total other comprehensive income (loss) 2 (5] 1 (1)




Comprehensive income 220 (85) $ 135 $ 4 $ 139
Nine months ended September 30, 2014 and 2013
(unaudited)
2014:
Net income 596 (217) $ 379 $ 20 $ 399
Other comprehensive income:
Pension and other postretirement benefits 3 1) 2 — 2
Financial instruments — — — 3 3
Total other comprehensive income 3 (1) 2 3 5
Comprehensive income 599 (218) $ 381 $ 23 $ 404
2013:
Net income 439 (147) $ 292 $ 1 $ 293
Other comprehensive income:
Pension and other postretirement benefits 3 1) 2 — 2
Financial instruments — — — 14 14
Total other comprehensive income 3 (D) 2 14 16
Comprehensive income 442 (148) $ 294 $ 15 $ 309
See Notes to Condensed Consolidated Financial Statements.
SAN DIEGO GAS & ELECTRIC COMPANY
CONDENSED CONSOLIDATED BALANCE SHEETS
(Dollars in millions)
September 30, December 31,
2014 2013(1)
(unaudited)
ASSETS
Current assets:
Cash and cash equivalents $ 33 $ 27
Restricted cash 8 6
Accounts receivable — trade, net 389 266
Accounts receivable — other, net 27 28
Due from unconsolidated affiliates 1 1
Income taxes receivable — 32
Deferred income taxes — 103
Inventories 70 86
Regulatory balancing accounts, net 772 556
Other regulatory assets 52 29
Fixed-price contracts and other derivatives 38 61
Other 92 75
Total current assets 1,482 1,270
Other assets:
Restricted cash 10 25
Deferred taxes recoverable in rates 787 788
Regulatory assets arising from fixed-price contracts and other derivatives 39 63
Regulatory assets arising from pension and other postretirement
benefit obligations 92 106
Other regulatory assets 815 991
Nuclear decommissioning trusts 1,087 1,034
Sundry 340 254
Total other assets 3,170 3,261
Property, plant and equipment:
Property, plant and equipment 15,086 14,346
Less accumulated depreciation and amortization (3,763) (3,500)
Property, plant and equipment, net ($417 and $438 at September 30, 2014 and
December 31, 2013, respectively, related to VIE) 11,323 10,846
Total assets $ 15975 % 15,377

1) Derived from audited financial statements.

See Notes to Condensed Consolidated Financial Statements.

SAN DIEGO GAS & ELECTRIC COMPANY

CONDENSED CONSOLIDATED BALANCE SHEETS (CONTINUED)

(Dollars in millions)

September 30,
2014

December 31,
2013(1)




LIABILITIES AND EQUITY
Current liabilities:

(unaudited)

Short-term debt $ — $ 59
Accounts payable 402 420
Due to unconsolidated affiliates 36 39
Income taxes payable 8 —
Deferred income taxes 41 —
Dividends and interest payable 51 39
Accrued compensation and benefits 111 113
Current portion of long-term debt 115 29
Fixed-price contracts and other derivatives 38 38
Customer deposits 69 71
Other 398 271
Total current liabilities 1,269 1,079
Long-term debt ($317 and $325 at September 30, 2014 and December 31, 2013,
respectively, related to VIE) 4,573 4,525
Deferred credits and other liabilities:
Customer advances for construction 40 34
Pension and other postretirement benefit obligations, net of plan assets 120 132
Deferred income taxes 2,054 2,021
Deferred investment tax credits 22 24
Regulatory liabilities arising from removal obligations 1,535 1,403
Asset retirement obligations 759 861
Fixed-price contracts and other derivatives 155 175
Deferred credits and other 362 404
Total deferred credits and other liabilities 5,047 5,054
Commitments and contingencies (Note 11)
Equity:
Common stock (255 million shares authorized; 117 million shares outstanding;
no par value) 1,338 1,338
Retained earnings 3,678 3,299
Accumulated other comprehensive income (loss) (7 (9)
Total SDG&E shareholder's equity 5,009 4,628
Noncontrolling interest 77 91
Total equity 5,086 4,719
Total liabilities and equity $ 15,975 $ 15,377
1) Derived from audited financial statements.

See Notes to Condensed Consolidated Financial Statements.

SAN DIEGO GAS & ELECTRIC COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in millions)

Nine months ended September 30,

2014 2013
(unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 399 $ 293
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 395 367
Deferred income taxes and investment tax credits 193 100
Plant closure (adjustment) loss (13) 200
Fixed-price contracts and other derivatives (5) )
Other (30) 9)
Net change in other working capital components (252) (284)
Changes in other assets 106 (164)
Changes in other liabilities 28 13
Net cash provided by operating activities 821 509
CASH FLOWS FROM INVESTING ACTIVITIES
Expenditures for property, plant and equipment (790) (679)
Purchases of nuclear decommissioning trust assets (501) (511)
Proceeds from sales by nuclear decommissioning trusts 498 507
Decrease in restricted cash 109 54
Increase in restricted cash (96) (52)
Other (16) 3
Net cash used in investing activities (796) (678)




CASH FLOWS FROM FINANCING ACTIVITIES

Preferred dividends paid — (4)
Issuances of long-term debt 100 450
Payments on long-term debt (22) (183)
Decrease in short-term debt, net (59) —
Capital distribution made by Otay Mesa VIE (38) (12)
Other — (2
Net cash (used in) provided by financing activities (19) 249
Increase in cash and cash equivalents 6 80
Cash and cash equivalents, January 1 27 87
Cash and cash equivalents, September 30 $ 33 $ 167
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Interest payments, net of amounts capitalized $ 136 $ 127
Income tax (refunds) payments, net 4) 33

SUPPLEMENTAL DISCLOSURE OF NONCASH INVESTING AND FINANCING ACTIVITIES

Nuclear facility plant reclassified to regulatory asset, net of depreciation and amortization $ — $ 512
Accrued capital expenditures 118 108
Increase in capital lease obligations for investment in property, plant and equipment 60 —
Call premium on preferred stock — 3
Dividends declared but not paid — 1

See Notes to Condensed Consolidated Financial Statements.

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

Three months ended Nine months ended
September 30, September 30,
2014 2013 2014 2013
(unaudited)
Operating revenues $ 855 $ 807 $ 2857  $ 2,694
Operating expenses
Cost of natural gas 237 209 1,066 966
Operation and maintenance 326 314 968 936
Depreciation and amortization 109 100 321 280
Franchise fees and other taxes 30 29 98 95
Total operating expenses 702 652 2,453 2,277
Operating income 153 155 404 417
Other income, net 6 2 13 9
Interest expense (A7) (A7) (50) (52)
Income before income taxes 142 140 367 374
Income tax expense (44) (38) (110) (107)
Net income 98 102 257 267
Preferred dividend requirements — — (D) Q)
Earnings attributable to common shares $ 98 $ 102 $ 256 % 266
See Notes to Condensed Consolidated Financial Statements.
SOUTHERN CALIFORNIA GAS COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Dollars in millions)
Pretax Income Tax Net-of-Tax
Amount (Expense) Benefit Amount
Three months ended September 30, 2014 and 2013
(unaudited)
2014:
Net income $ 142 $ (44) $ 98
Other comprehensive income:
Pension and other postretirement benefits 4 2 2
Total other comprehensive income 4 (2) 2
Comprehensive income $ 146 $ (46) $ 100
2013:
Net income/Comprehensive income $ 140 $ (38) $ 102

Nine months ended September 30, 2014 and 2013
(unaudited)




2014:

Net income 367 (110) $ 257
Other comprehensive income:
Pension and other postretirement benefits 4 (2 2
Total other comprehensive income 4 (2 2
Comprehensive income 371 (112) $ 259
2013:
Net income 374 (107) $ 267
Other comprehensive income:
Financial instruments 1 — 1
Total other comprehensive income 1 — 1
Comprehensive income 375 (107) $ 268

See Notes to Condensed Consolidated Financial Statements.

SOUTHERN CALIFORNIA GAS COMPANY
CONDENSED CONSOLIDATED BALANCE SHEETS
(Dollars in millions)

September 30,

December 31,

2014 2013(1)
(unaudited)
ASSETS
Current assets:
Cash and cash equivalents $ 25 % 27
Accounts receivable — trade, net 324 595
Accounts receivable — other, net 55 97
Due from unconsolidated affiliates 274 21
Income taxes receivable 29 25
Inventories 221 69
Regulatory balancing accounts, net 49 —
Other regulatory assets 6 5
Other 35 34
Total current assets 1,018 873
Other assets:
Regulatory assets arising from pension obligations 341 326
Other regulatory assets 399 262
Other postretirement benefit plan assets, net of plan liabilities 93 95
Sundry 137 124
Total other assets 970 807
Property, plant and equipment:
Property, plant and equipment 12,542 11,831
Less accumulated depreciation and amortization (4,576) (4,364)
Property, plant and equipment, net 7,966 7,467
Total assets $ 9,954 $ 9,147
1) Derived from audited financial statements.
See Notes to Condensed Consolidated Financial Statements.
SOUTHERN CALIFORNIA GAS COMPANY
CONDENSED CONSOLIDATED BALANCE SHEETS (CONTINUED)
(Dollars in millions)
September 30, December 31,
2014 2013(1)
(unaudited)
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Short-term debt $ — $ 42
Accounts payable — trade 336 346
Accounts payable — other 83 79
Due to unconsolidated affiliate — 16
Deferred income taxes 164 45
Accrued compensation and benefits 131 141
Regulatory balancing accounts, net — 91
Current portion of long-term debt — 252
Customer deposits 74 75
Other 125 125




Total current liabilities 913 1,212

Long-term debt 1,906 1,159
Deferred credits and other liabilities:
Customer advances for construction 102 108
Pension obligation, net of plan assets 357 339
Regulatory liabilities arising from other postretirement benefit assets 93 95
Deferred income taxes 1,050 993
Deferred investment tax credits 16 18
Regulatory liabilities arising from removal obligations 1,173 1,205
Asset retirement obligations 1,245 1,182
Deferred credits and other 292 287
Total deferred credits and other liabilities 4,328 4,227

Commitments and contingencies (Note 11)

Shareholders' equity:

Preferred stock 22 22
Common stock (100 million shares authorized; 91 million shares outstanding;
no par value) 866 866
Retained earnings 1,935 1,679
Accumulated other comprehensive income (loss) (16) (18)
Total shareholders' equity 2,807 2,549
Total liabilities and shareholders' equity $ 9,954 $ 9,147
1) Derived from audited financial statements.

See Notes to Condensed Consolidated Financial Statements.

SOUTHERN CALIFORNIA GAS COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in millions)
Nine months ended September 30,

2014 2013
(unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 257 $ 267
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 321 280
Deferred income taxes and investment tax credits 94 72
Other 2) (6)
Net change in other working capital components (29) (56)
Changes in other assets (70) (65)
Changes in other liabilities 15 (5)
Net cash provided by operating activities 596 487
CASH FLOWS FROM INVESTING ACTIVITIES
Expenditures for property, plant and equipment (764) (521)
(Increase) decrease in loans to affiliates, net (281) 17
Net cash used in investing activities (1,045) (504)
CASH FLOWS FROM FINANCING ACTIVITIES
Common dividends paid — (50)
Preferred dividends paid Q) Q)
Issuances of long-term debt 747 —
Repayment of long-term debt (250) —
Decrease in short-term debt, net (42) —
Other (7 —
Net cash provided by (used in) financing activities 447 (51)
Decrease in cash and cash equivalents 2 (68)
Cash and cash equivalents, January 1 27 83
Cash and cash equivalents, September 30 $ 25 $ 15
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Interest payments, net of amounts capitalized $ 43 $ 44
Income tax payments, net of refunds 19 66

SUPPLEMENTAL DISCLOSURE OF NONCASH INVESTING ACTIVITIES
Accrued capital expenditures $ 137 $ 97
See Notes to Condensed Consolidated Financial Statements.




SEMPRA ENERGY AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1. GENERAL

PRINCIPLES OF CONSOLIDATION

Sempra Energ)

Sempra Energy’s Condensed Consolidated Finanagti®ents include the accounts of Sempra Energglito@ia-based Fortune 500 energy-services
holding company, and its consolidated subsidiaies variable interest entities (VIES). Sempra Eyergrincipal operating units are

= San Diego Gas & Electric Company (SDG&E) and Sautt@alifornia Gas Company (SoCalGas), which aresdp, reportable segmer
= Sempra International, which includes our Sempratsawmerican Utilities and Sempra Mexico reportasdgments; an

= Sempra U.S. Gas & Power, which includes our SerRgraewables and Sempra Natural Gas reportable sésy

We provide descriptions of each of our segmentéate 12.

We refer to SDG&E and SoCalGas collectively as@aéfornia Utilities, which do not include the tiés in our Sempra International and Sempra U.S.
Gas & Power operating units. Sempra Global is tidihg company for most of our subsidiaries thatmot subject to California utility regulation. All
references in these Notes to “Sempra Internatiofaémpra U.S. Gas & Power” and their respectiygoréable segments are not intended to refer to any
legal entity with the same or similar name.

Our Sempra Mexico segment includes the operatingpemies of our subsidiary, Infraestructura Enecgéova, S.A.B. de C.V. (IEnova), as well as
certain holding companies and risk managementigctie discuss IEnova further in Note 5 under “@&lders’ Equity and Noncontrolling Interests —
Sale of Noncontrolling Interests.”

Sempra Energy uses the equity method to accouirnifestments in affiliated companies over whichhaee the ability to exercise significant influence,
but not control. We discuss our investments in msotidated entities in Notes 4 and 13 herein ariddtes 3 and 4 of the Notes to Consolidated
Financial Statements in our Annual Report on Fo@aKifor the year ended December 31, 2013 (the AhReport), which includes the combined
reports for Sempra Energy, SDG&E and SoCalGas.

SDG&E

SDG&E’s Condensed Consolidated Financial Statenianbsde its accounts and the accounts of a VIwlith SDG&E is the primary beneficiary, as
we discuss in Note 5 under “Variable Interest kagit SDG&E’s common stock is wholly owned by End@arporation, which is a wholly owned
subsidiary of Sempra Energy.

SoCalGas

SoCalGas’ Condensed Consolidated Financial Statesnmesiude its accounts and the de minimus accafritsactive subsidiaries. SoCalGas’ common
stock is wholly owned by Pacific Enterprises (REhjch is a wholly owned subsidiary of Sempra Energy

BASIS OF PRESENTATION

This is a combined report of Sempra Energy, SDG&#& @o0CalGas. We provide separate information fo6&B and SoCalGas as required. Refere
in this report to “we,” “our” and “Sempra Energy @wlidated” are to Sempra Energy and its cons@itlentities, unless otherwise indicated by the
context. We have eliminated intercompany accoumtisteansactions within the consolidated financiatesnents of each reporting entity.

We have prepared the Condensed Consolidated Fal&@teitements in conformity with accounting priegpgenerally accepted in the United States of
America (U.S. GAAP) and in accordance with therimeperiod-reporting requirements of Form 10-Q. iessof operations for interim periods are not
necessarily indicative of results for the entirary&Ve evaluated events and transactions that @ztafter September 30, 2014 through the date the
financial statements were issued and, in the opinfananagement, the accompanying statements trefledjustments necessary for a fair presenta



These adjustments are only of a normal, recurratgre.

All December 31, 2013 balance sheet informatiotnénCondensed Consolidated Financial Statementsdersderived from our audited 2013
consolidated financial statements. Certain inforameénd note disclosures normally included in ahfinancial statements prepared in accordance with
U.S. GAAP have been condensed or omitted pursoahgtinterim-period-reporting provisions of U.SA&P and the Securities and Exchange
Commission.

You should read the information in this QuarterpRrt in conjunction with the Annual Report.

Sempra South American Ultilities has controllingenessts in two electric distribution utilities in @b America. Sempra Natural Gas owns Mobile Gas
Service Corporation (Mobile Gas) in southwest Atabaand Willmut Gas Company (Willmut Gas) in Misgigs, and Sempra Mexico owns Ecogas
México, S. de R.L. de C.V. (Ecogas) in northern Mexall natural gas distribution utilities. Thel@arnia Utilities, Sempra Natural Gas’ Mobile Gas
and Willmut Gas, and Sempra Mexico’s Ecogas prefharie financial statements in accordance with I GBAP provisions governing regulated
operations, as we discuss in Note 1 of the Not&otwsolidated Financial Statements in the AnnualdRe

We describe our significant accounting policie®iote 1 of the Notes to Consolidated Financial $tatats in the Annual Report. We follow the same
accounting policies for interim reporting purposes;ept for the adoption of new accounting starglasdwe discuss in Note 2.

NOTE 2. NEW ACCOUNTING STANDARDS

We describe below recent pronouncements that had@hmay have a significant effect on our finahsiatements. We do not discuss recent
pronouncements that are not anticipated to havmpact on or are unrelated to our financial conditiresults of operations, cash flows or disclosure

SEMPRA ENERGY, SDG&E AND SOCALGAS

Accounting Standards Update (ASU) 2(-11,“ Presentation of an Unrecognized Tax Benefit WhemNat Operating Loss Carryforward, a Similar
Tax Loss, or a Tax Credit Carryforward Exists(ASU 2013-11)ASU 2013-11 provides explicit guidance on the fitiahstatement presentation of an
unrecognized tax benefit when a net operatingdasg/forward, a similar tax loss, or a tax creditrgforward exists. ASU 2013-11 requires an erttity
present an unrecognized tax benefit, or a portfanainrecognized tax benefit, as a reductiondefarred tax asset for a net operating loss
carryforward, a similar tax loss, or a tax creditrgforward. If a net operating loss carryforwaadsimilar tax loss, or a tax credit carryforwarahe
available at the reporting date under the tax lath® applicable jurisdiction to settle any additincome taxes that would result from the disaloce
of a tax position or the tax law of the applicajlesdiction does not require the entity to usej #re entity does not intend to use, the deferrdsset
for such purposes, an entity is required to prefentinrecognized tax benefit in the financialestants as a liability instead of combined with defe
tax assets.

We adopted ASU 2013-11 on January 1, 2014 as etjuand it did not significantly affect our finaakttondition, results of operations or cash flows.

ASU 201+09,“ Revenue from Contracts with CustometgASU 2014-09)ASU 2014-09 provides accounting guidance for reeesmising from
contracts with customers and affects all entitied enter into contracts to provide goods or sesvto their customers. The guidance also provides a
model for the measurement and recognition of gaimslosses on the sale of certain nonfinancialtsssech as property and equipment, including real
estate. This guidance must be adopted using eithél retrospective approach for all periods presd in the period of adoption or a modified
retrospective approach.

We will adopt ASU 2014-09 on January 1, 2017 asired, and we are currently evaluating the efféedwpting it on our financial condition, results o
operations and cash flows.

NOTE 3. ACQUISITION AND DIVESTITURE ACTIVITY

During the nine months ended September 30, 20142@h8, Sempra Energy completed the sale of equiéyésts in various subsidiaries that were
previously wholly owned. The following table sumiizas the deconsolidation of those subsidiaries vemdiscuss each transaction below:

DECONSOLIDATION OF SUBSIDIARIES
(Dollars in millions)

Energia Copper Mountain Sempra Energy
Sierra Juarez Solar 3 Consolidated
At July 16 At March 13
2014:
Proceeds from sale, net of negligible transaction costs $ 26 $ 68 $ 94
Cash 2) 2) 4)
Other current assets (12) — (12)

Property, plant and equipment, net (137) (247) (384)



Other assets (16) (11) 27)

Accounts payable and accrued expenses 10 82 92
Due to affiliate 39 — 39
Long-term debt, including current portion 82 97 179
Other liabilities 7 3 10
Accumulated other comprehensive income (5) 2) @)
Gain on sale of equity interests (19) (27) (46)
Equity method investments upon deconsolidation $ (26) $ (39) $ (65)
Mesquite Copper Mountain Sempra Energy
Solar 1 Solar 2 Consolidated
At September 19 At July 11

2013:

Proceeds from sale, net of transaction costs(1) $ 100 $ 68 $ 168
Property, plant and equipment, net (461) (266) (727)
Other assets (72) (30) (102)
Long-term debt, including current portion 297 146 443
Other liabilities 31 19 50
Gain on sale of equity interests (36) 4 (40)
Equity method investments upon deconsolidation $ (141) $ (67) $ (208)

(1)  Transaction costs were $3 million at both Mesquite Solar 1 and Copper Mountain Solar 2.
SEMPRA MEXICO

In July 2014, Sempra Mexico completed the saleEf-percent interest in the 155-megawatt (MW) filsase of its Energia Sierra Juarez wind project
to a wholly owned subsidiary of InterGen N.V. fast proceeds of $24 million, net of $2 million cashd. Sempra Mexico recognized a pretax gain on
the sale of $19 million ($14 million after-tax) inded in Gain on Sale of Equity Interests and Assetour Condensed Consolidated Statements of
Operations for the three months and nine months@®&ptember 30, 2014. The gain on sale includdraillion after-tax gain attributable to the
remeasurement of the retained investment to fairev@ur remaining 50-percent interest in Energéar& Juarez is accounted for under the equity
method.

SEMPRA RENEWABLES

In July 2013, Sempra Renewables formed a jointwrenwith Consolidated Edison Development (ConEdBewelopment), a nonrelated party, by
selling a 50-percent interest in its 16 Copper Mountain Solar 2 solar power facility #1 million in cash. Sempra Renewables recograzpatay
gain on the sale of $4 million ($2 million aftexx), included in Gain on Sale of Equity Interemtsl Assets on our Condensed Consolidated Stateiwi
Operations for the three months and nine monthsce:Seéptember 30, 2013.

In September 2013, Sempra Renewables acquiredbtits to develop the 75-MW Broken Bow 2 Wind prajecCuster County, Nebraska. The project
achieved commercial operation in October 2014. SarRenewables does not have an ownership interésé iBroken Bow 1 Wind Farm.

In September 2013, Sempra Renewables formed ajeintre with ConEdison Development by selling gp&écent interest in its 150-MW Mesquite
Solar 1 solar power facility for $103 million insta Sempra Renewables recognized a pretax gaimeasate of $36 million ($22 million after-tax),
included in Gain on Sale of Equity Interests andeis on our Condensed Consolidated Statementses&@mns for the three months and nine months
ended September 30, 2013.

In March 2014, Sempra Renewables formed a jointwerwith ConEdison Development by selling a 50cpat interest in its 250-MW Copper

Mountain Solar 3 solar power facility for $66 nolli in cash, net of $2 million cash sold. SempradRebles recognized a pretax gain on the sale of $27
million ($16 million after-tax), included in GaimdSale of Equity Interests and Assets on our CoseliConsolidated Statement of Operations for the
nine months ended September 30, 2014.

In May 2014, Sempra Renewables invested $109 mjlBabject to a commitment for a purchase pricasidjent to be based on financial position at
closing, to become a 50-percent partner with CosidDevelopment in four solar projects in CalifarniVe discuss our investment in the California
solar partnership further in Note 4.

Our remaining 50-percent interests in Copper Mauaralar 2, Mesquite Solar 1 and Copper MountailaiS® are accounted for under the equity
method. Based on the nature of the underlying asgetse solar investments are considered in-sutestaal estate. Therefore, in accordance with

applicable U.S. GAAP, for each of these solar itmesit transactions, the equity method investmestgwneasured at their historical cost and no
portion of the gains was attributable to a remesment of the retained investments to fair value.

SEMPRA NATURAL GAS

Mesquite Power Sal

In February 2013, Sempra Natural Gas sold one 6@biNbck of its 1,250-MW Mesquite Power natural d@sed power plant in Arizona, including a
portion related to common plant, for approximat&®71 million in cash to the Salt River Project Agidiural Improvement and Power District (SRP).



We recognized a pretax gain on the sale of $74ani$44 million after-tax), included in Gain onl8af Equity Interests and Assets on our Condensed
Consolidated Statement of Operations for the ninaths ended September 30, 2013.

Cameron LNG

October 1, 2014 was the effective date of the foionaof a joint venture partnership among Semprarfy and three project partners involving Sempra
Natural Ga’ Cameron LNG facility in Louisiana, as we discirsdNote 13. As of October 1, 2014, Sempra Natuiad @ill account for its investment in
the Cameron LNG joint venture under the equity roéth

Asset Held for Sale, Power Pla

In January 2014, management approved a formaltplararket and sell the remaining 625-MW block @& Mesquite Power plant. In October 2014,
Sempra Natural Gas entered into a definitive ageseito sell the remaining 625-MW block of the MeisgjiPower plant to ArcLight Capital Partners,
LLC. We anticipate the sale will close late in 2@4early in 2015, subject to customary regulatgprovals and assignment to the buyer of a 25-year
power sales contract associated with the plant.

We classify assets as held for sale when manageapenbves and commits to a formal plan to activefirket an asset for sale and we expect the sale tc

close within the next twelve months. Upon classifyan asset as held for sale, we record the asset Bwer of its carrying value or its estimatat
value reduced for selling costs, and we stop reéegrdepreciation expense on the asset.

At September 30, 2014, the carrying amount of th@nclasses of assets and related liability hetdséle associated with the plant includes the
following:

(Dollars in millions)

Property, plant and equipment, net $ 290
Inventories 3
Total assets held for sale 293
Liability held for sale - asset retirement obligation(1) (6)
$ 287

1) Included in Other Current Liabilities on the Condensed Consolidated Balance Sheets.

The estimated fair value, including estimated ctstell, exceeds the carrying amount at Septedbe2014.

NOTE 4. INVESTMENTS IN UNCONSOLIDATED ENTITIES

We provide additional information concerning ouuigg method investments in Note 4 of the Notes em&blidated Financial Statements in the Annual
Report.

SEMPRA SOUTH AMERICAN UTILITIES

Sempra South American Ultilities previously ownedpéBcent of two Argentine natural gas utility holgicompanies, Sodigas Pampeana and Sodigas
Sur. In the first quarter of 2013, we recorded aaash impairment charge of $10 million ($7 milliafter-tax) to reduce the carrying value of our
investments to estimated fair value at that tintee fet charge is reported in Equity Earnings, Nén@ome Tax on the Condensed Consolidated
Statement of Operations for the nine months endgdetnber 30, 2013. In June 2013, we completedatleeo$ our Argentine investments for $13
million in cash. Our results for the nine monthgem September 30, 2013 include an additional $lfamiloss ($4 million aftetax) on the sale, which
also included in Equity Earnings, Net of Income Tax

SEMPRA RENEWABLES

In May 2014, Sempra Renewables invested $109 mijlBabject to a purchase price adjustment, to be@B0-percent partner with ConEdison
Development in four solar projects in Californid€Tjoint venture includes ConEdison DevelopmenEDCCalifornia Holdings, LLC portfolio, which
consists of the 50-MW Alpaugh 50, the 20-MW Alpalgbrth and the 20-MW White River 1 facilities in [ee County, and the 20-MW Corcoran 1
facility in Kings County (collectively, the Califaia solar partnership). The renewable power frdrofahe projects has been sold under long-term
contracts. Sempra Renewables and ConEdison Develupach own a 50-percent interest in the fouy foflerating solar facilities.

Additionally, Sempra Renewables invested cash 6friflion and $5 million in its joint ventures dag the nine months ended September 30, 2014 anc
2013, respectively.

RBS SEMPRA COMMODITIES



RBS Sempra Commodities LLP (RBS Sempra Commodiiges)United Kingdom limited liability partnershipat owned and operated commodities-
marketing businesses previously owned by us. Weoanghartner in the joint venture, The Royal BahiScotland plc (RBS), sold substantially all of
partnership’s businesses and assets in four segasatactions completed in 2010 and early 2011a®¥¢eunt for our investment in RBS Sempra
Commodities under the equity method, and reporisbare of partnership earnings and other assoaiatgd, if any, in Equity Earnings, Before Income
Tax on our Condensed Consolidated Statements afa@qes.

We received a distribution from the partnershi$®® million in May 2013. The investment balancé&@8 million at September 30, 2014 reflects
remaining distributions expected to be receivedhftbe partnership in accordance with provisiona 8011 agreement between us and RBS that
addresses the wind-down of the partnership andigtgbution of the partnershipremaining assets. The amount of distributions beaynpacted by tr
matters we discuss related to RBS Sempra Commesiditidote 11 under “Other Litigation.” In additioanounts may be retained by the partnership for
an extended period of time to help offset unanétggd future general and administrative costs nacg$s complete the dissolution of the partnership.

We recorded no equity earnings or losses relatéuetpartnership for any of the three-month or simenth periods ended September 30, 2014 and :

NOTE 5. OTHER FINANCIAL DATA

U.S. TREASURY GRANTS

At December 31, 2012, we had receivables for Ur8adury grants based on eligible costs at cerfaiiorenewable generating facilities. During the
first quarter of 2013, the federal government ingagbautomatic federal budget cuts, known as “secptést,” as required by The Budget Control Act of
2011. As a result, we recorded a reduction to oantg receivable of $23 million and a reversahabime tax benefit of $5 million during the firstagte!
of 2013. In June 2013, we received $74 millionasttrelated to the Copper Mountain Solar 2 gramtr#¢eived $164 million in cash for the remaining
grant receivable for Mesquite Solar 1 in August201

INVENTORIES

The components of inventories by segment are &snfsi

INVENTORY BALANCES
(Dollars in millions)

Natural Gas Liquefied Natural Gas Materials and Supplies Total
September 30, December 31, | September 30, December 31, | September 30, December 31, | September 30, December 31,
2014 2013 2014 2013 2014 2013 2014 2013

SDG&E $ 6% 3% — $ — |$ 64% 83% 70% 86
SoCalGas 192 42 — — 29 27| 221 69
Sempra South American

Utilities — — — — 36 40 36 40
Sempra Mexico — — 6 3 9 9 15 12
Sempra Renewables — — — — 3 2 3 2
Sempra Natural Gas 121 68 5 5 1 5 127 78
Sempra Energy

Consolidated $ 319% 113$ 11$ 8% 142% 166/$ 472% 287
GOODWILL

We discuss goodwill in Notes 1 and 3 of the Note€dnsolidated Financial Statements in the Annggdd®t. The decrease in goodwill from $1.024
billion at December 31, 2013 to $951 million at &epber 30, 2014 is due to foreign currency traisieat Sempra South American Utilities. We record
the offset of this fluctuation in Other Compreheesincome (Loss).

VARIABLE INTEREST ENTITIES (VIE)

We consolidate a VIE if we are the primary benefigiof the VIE. Our determination of whether we #re primary beneficiary is based upon qualita
and quantitative analyses, which assess

= the purpose and design of the V
] the nature of the VI's risks and the risks we abso

= the power to direct activities that most signifitgimpact the economic performance of the VIE; .



= the obligation to absorb losses or right to recéieeefits that could be significant to the V

SDG&E
Tolling Agreements

SDG&E has agreements under which it purchases pgererated by facilities for which it supplies @lithe natural gas to fuel the power plant (i.e.,
tolling agreements). SDG&E's obligation to absodtunal gas costs may be a significant variabladste In addition, SDG&E has the power to direct
the dispatch of electricity generated by thesdifes. Based upon our analysis, the ability teedirthe dispatch of electricity may have the most
significant impact on the economic performanceheféntity owning the generating facility becaus¢éhefassociated exposure to the cost of natural gas
which fuels the plants, and the value of electyipitoduced. To the extent that SDG&E (1) is obkgkto purchase and provide fuel to operate the
facility, (2) has the power to direct the dispatehd (3) purchases all of the output from the figcibr a substantial portion of the facility’s datlife,
SDG&E may be the primary beneficiary of the entityning the generating facility. SDG&E determineg i the primary beneficiary in these cases
based on a qualitative approach in which we consideoperational characteristics of the facilingluding its expected power generation outputting:

to its capacity to generate and the financial stmecof the entity, among other factors. If we deiee that SDG&E is the primary beneficiary, SDG&E
and Sempra Energy consolidate the entity that dina$acility as a VIE, as we discuss below.

Otay Mesa VIE

SDG&E has an agreement to purchase power genaxtited Otay Mesa Energy Center (OMEC), a 605-MWegating facility. In addition to tolling,
the agreement provides SDG&E with the option tachase the power plant at the end of the contract ite 2019, or upon earlier termination of the
purchased-power agreement, at a predeterminedgurigject to adjustments based on performance datildy. If SDG&E does not exercise its option,
under certain circumstances, it may be requirggltchase the power plant at a predetermined pribigh we refer to as the put option.

The facility owner, Otay Mesa Energy Center LLC (B®ILLC), is a VIE (Otay Mesa VIE), of which SDG&E the primary beneficiary. SDG&E has
no OMEC LLC voting rights and does not operate OMECaddition to the risks absorbed under therigliigreement, SDG&E absorbs separately
through the put option a significant portion of tiek that the value of Otay Mesa VIE could decliAecordingly, SDG&E and Sempra Energy have
consolidated Otay Mesa VIE. Otay Mesa VIE's eqoitys77 million at September 30, 2014 and $91 millaa December 31, 2013 is included on the
Condensed Consolidated Balance Sheets in Otherditmotling Interests for Sempra Energy and in Noraalling Interest for SDG&E.

OMEC LLC has a loan outstanding of $327 milliorBaptember 30, 2014, the proceeds of which were fasele construction of OMEC. The loan is
with third party lenders and is secured by OMEQ®@perty, plant and equipment. SDG&E is not a paotihe loan agreement and does not have any
additional implicit or explicit financial respondlity to OMEC LLC. The loan fully matures in Aprid019 and bears interest at rates varying with marke
rates. In addition, OMEC LLC has entered into iegtrrate swap agreements to moderate its expasurgetest rate changes. We provide additional
information concerning the interest rate swaps ael\v.

Other Variable Interest Entities

SDG&E’s power procurement is subject to reliabiligguirements that may require SDG&E to enter wadous power purchase arrangements which
include variable interests. SDG&E evaluates thpeetve entities to determine if variable interestist and, based on the qualitative and quané@ati
analyses described above, if SDG&E, and therebyp&eEnergy, is the primary beneficiary. SDG&E hatednined that no contracts, other than the
one relating to Otay Mesa VIE mentioned above,ltésiSDG&E being the primary beneficiary at Sepben30, 2014. In addition to the tolling
agreements described above, other variable inteiregilve various elements of fuel and power castduding certain construction costs, tax credits,
and other components of cash flow expected to lktpar received by our counterparties. In moshefe cases, the expectation of variability is not
substantial, and SDG&E generally does not havetiveer to direct activities that most significanittypact the economic performance of the other V
If our ongoing evaluation of these VIEs were todade that SDG&E becomes the primary beneficiay @onsolidation by SDG&E becomes
necessary, the effects are not expected to signific affect the financial position, results of cgt#gons, or liquidity of SDG&E. In addition, SDG&E
not exposed to losses or gains as a result of ttbee VIESs, because all such variability wouldreeovered in rates.

Sempra Energyg other operating units also enter into arrangesnehtch could include variable interests. We evi@ihese arrangements and applic
entities based upon the qualitative and quantiadivalyses described above. Certain of theseemndite service companies that are VIEs. As thegoyi
beneficiary of these service companies, we conatithem. In all other cases, we have determiregdiiese contracts are not variable interestsviEa
and therefore are not subject to the U.S. GAAP ireqments concerning the consolidation of VIEs.

The Condensed Consolidated Statements of Operatfd®smpra Energy and SDG&E include the followimgoaints associated with Otay Mesa VIE.
The amounts are net of eliminations of transactmtsveen SDG&E and Otay Mesa VIE. The financialesteents of other consolidated VIEs are not
material to the financial statements of Sempra @nerhe captions on the table below generally apoad to SDG&E'’s Condensed Consolidated
Statements of Operations.

AMOUNTS ASSOCIATED WITH OTAY MESA VIE
(Dollars in millions)
Three months ended September 30, Nine months ended September 30,
2014 2013 2014 2013

Operating revenues
Electric $ — $ 4 3 — $ —



Natural gas —

Total operating revenues — (4) — —

Operating expenses

Cost of electric fuel and purchased power 27) 27) (67) (65)

Operation and maintenance 3 7 13 33

Depreciation and amortization 7 7 21 20

Total operating expenses a7 (13) (33) (12)

Operating income 17 9 33 12
Interest expense (5) 4 (13) (11)
Income before income taxes/Net income 12 5 20 1
Earnings attributable to noncontrolling interest (12) (5) (20) (1)

Earnings $ — $ — $ — —
We provide additional information regarding Otay3de/IE in Note 1 of the Notes to Consolidated FaiainStatements in the Annual Report.
ASSET RETIREMENT OBLIGATIONS
We discuss asset retirement obligations in NoteétheoNotes to Consolidated Financial StatementhénAnnual Report.
The changes in asset retirement obligations afellasvs:
CHANGES IN ASSET RETIREMENT OBLIGATIONS
(Dollars in millions)

Sempra Energy
Consolidated SDG&E SoCalGas
2014 2013 2014 2013 2014 2013
Balance at January 1(1) $ 2,152 $ 2,056 $ 913 $ 741 $ 1,199 $ 1,253
Accretion expense 73 74 33 35 38 37
Liabilities incurred 3 4 — — — —
Reclassification(2) (6) — — — — —
Payments (15) Q) (15) — — —
Revisions, GRC-related(3) — (135) — (30) — (105)
Revisions, other(4)(5) (34 181 (59) 207 25 —
Balance at September 30(1) $ 2,173 $ 2,179 $ 872 $ 953 $ 1,262 $ 1,185
1) The current portions of the obligations are included in Other Current Liabilities on the Condensed Consolidated Balance Sheets.
2) Reclassification to liability held for sale - asset retirement obligation which is included in Other Current Liabilities on the Condensed Consolidated Balance Sheets, as
we discuss in "Sempra Natural Gas — Asset Held for Sale, Power Plant" in Note 3 above.

?3) The decreases in asset retirement obligations in 2013 at SDG&E and SoCalGas were due to revised estimates related to the 2012 General Rate Case (GRC) that

received final approval in May 2013. At SDG&E, these revisions included increases in asset service lives ranging from 2 percent to 7 percent, and lower estimated
cost of removal. At SoCalGas, the decrease included increases in asset service lives ranging from 4 percent to 6 percent, partially offset by a higher estimated cost of

removal.

(4) The decrease in asset retirement obligations in 2014 at SDG&E is due to revised estimates in an updated decommissioning cost study for the San Onofre Nuclear

Generating Station, which we discuss in Note 9. The increase in asset retirement obligations in 2014 at SoCalGas is related to a change in estimates.

5) The increase in asset retirement obligations in 2013 at SDG&E is due to revised estimates recorded in the third quarter of 2013 related to the early decommissioning

of SONGS Units 2 and 3 (see Note 9).

PENSION AND OTHER POSTRETIREMENT BENEFITS

Net Periodic Benefit Cos

The following three tables provide the componefiitsad periodic benefit cost:

NET PERIODIC BENEFIT COST — SEMPRA ENERGY CONSOLIDATED
(Dollars in millions)

Pension Benefits

Other Postretirement Benefits

Three months ended September 30,

2014 2013 2014 2013
Service cost $ 23 $ 28 $ 6 8
Interest cost 39 35 13 10
Expected return on assets (42) (39) (15) (15)
Amortization of:
Prior service cost (credit) 3 1 2) D)
Actuarial loss 3 11 — —
Settlements and special termination benefits 5 1 5 —
Regulatory adjustment 6 (14) 5 3
Total net periodic benefit cost $ 37 $ 23 $ 12 5
Nine months ended September 30,
2014 2013 2014 2013
Service cost $ 75 $ 82 $ 18 21



Interest cost 121 111 37 33
Expected return on assets (128) (121) 47 (44)
Amortization of:
Prior service cost (credit) 8 3 4) 3)
Actuarial loss 13 41 — 5
Settlements and special termination benefits 14 1 5 —
Regulatory adjustment (18) (65) 5 7
Total net periodic benefit cost 85 52 $ 14 19
NET PERIODIC BENEFIT COST — SDG&E
(Dollars in millions)
Pension Benefits Other Postretirement Benefits
Three months ended September 30,
2014 2013 2014 2013
Service cost 8 8 $ 2 2
Interest cost 10 9 3 2
Expected return on assets (23) (23) 2) 3
Amortization of:
Prior service cost — — — 1
Actuarial loss 1 3 — —
Settlements and special termination benefits — 1 5 —
Regulatory adjustment 6 3 4 1
Total net periodic benefit cost 12 11 $ 12 3
Nine months ended September 30,
2014 2013 2014 2013
Service cost 23 24 $ 5 6
Interest cost 32 30 7 6
Expected return on assets (41) (39) (8) @)
Amortization of:
Prior service cost 1 1 2 3
Actuarial loss 3 10 — —
Settlements and special termination benefits 2 1 5 —
Regulatory adjustment 7 3 1 1
Total net periodic benefit cost 27 24 $ 12 9
NET PERIODIC BENEFIT COST — SOCALGAS
(Dollars in millions)
Pension Benefits Other Postretirement Benefits
Three months ended September 30,
2014 2013 2014 2013
Service cost 13 17 $ 4 5
Interest cost 24 22 9 8
Expected return on assets (26) (24) (12) (12)
Amortization of:
Prior service cost (credit) 2 — 2 2
Actuarial loss 1 6 — —
Settlement 4 — — —
Regulatory adjustment — 17 1 2
Total net periodic benefit cost 18 4 $ — 1
Nine months ended September 30,
2014 2013 2014 2013
Service cost 45 50 $ 12 13
Interest cost 75 68 28 26
Expected return on assets (78) (73) (38) (36)
Amortization of:
Prior service cost (credit) 6 1 (6) (6)
Actuarial loss 5 23 — 4
Settlement 4 — — —
Regulatory adjustment (25) (62) 4 6
Total net periodic benefit cost 32 7 $ — 7

Benefit Plan Contributions

The following table shows our year-to-date conttidns to pension and other postretirement benkfitand the amounts we expect to contribute in

2014:



Sempra Energy

(Dollars in millions) Consolidated SDG&E SoCalGas
Contributions through September 30, 2014:
Pension plans $ 95 $ 28 $ 39
Other postretirement benefit plans 14 12 —
Total expected contributions in 2014:
Pension plans $ 128 $ 55 $ 40
Other postretirement benefit plans 16 14 —
RABBI TRUST

In support of its Supplemental Executive Retirem@&atsh Balance Restoration and Deferred Compensatams, Sempra Energy maintains dedicated
assets, including a Rabbi Trust and investmeniifeimsurance contracts, which totaled $477 millend $506 million at September 30, 2014 and
December 31, 2013, respectively.

EARNINGS PER SHARE

The following table provides the per share compomastfor our earnings for the three months and nioaths ended September 30, 2014 and 2013.
Basic earnings per common share (EPS) is calculgtelividing earnings attributable to common stbgkthe weighted-average number of common
shares outstanding for the period. Diluted EPSuithe$ the potential dilution of common stock equéméishares that could occur if securities or other
contracts to issue common stock were exercisedmorerted into common stock.

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

Three months ended September 30, Nine months ended September 30,
2014 2013 2014 2013
Numerator:
Earnings/Income attributable to common shares $ 348 % 296 $ 864 $ 719
Denominator:
Weighted-average common shares
outstanding for basic EPS 246,137 244,140 245,703 243,682
Dilutive effect of stock options, restricted
stock awards and restricted stock units 4,634 5,119 4,575 5,041
Weighted-average common shares
outstanding for diluted EPS 250,771 249,259 250,278 248,723
Earnings per share:
Basic $ 141 % 1.21 $ 352 % 2.95
Diluted 1.39 1.19 3.45 2.89

The dilution from common stock options is basedhantreasury stock method. Under this method, maded®dased on the exercise price plus unearned
compensation and windfall tax benefits recognimeithus tax shortfalls recognized, are assumed tasbd to repurchase shares on the open market
average market price for the period. The windfall benefits are tax deductions we would receivenihe assumed exercise of stock options in excess
of the deferred income taxes we recorded relatédet@ompensation expense on the stock optionssfAartfalls occur when the assumed tax deduc
are less than recorded deferred income taxes. dlhelation of dilutive common stock equivalentslexies options for which the exercise price on
common stock was greater than the average mariket guring the period (out-of-the-money options)e ¥ad no such antidilutive stock options
outstanding during either the three months or niwaths ended September 30, 2014 and 2013.

During the three months and nine months ended Sdyatie30, 2014 and 2013, we had no stock optiorstanding that were antidilutive because of the
unearned compensation and windfall tax benefitaided in the assumed proceeds under the treasaaly stethod.

The dilution from unvested restricted stock awdRISAs) and restricted stock units (RSUs) is alssedan the treasury stock method. Proceeds eq

the unearned compensation and windfall tax beneditsgnized, minus tax shortfalls recognized, egldb the awards and units are assumed to be used
to repurchase shares on the open market at thagevararket price for the period. The windfall taéfits or tax shortfalls recognized are the défifee
between tax deductions we would receive upon teerasd vesting of RSAs or RSUs and the deferredniedaxes we recorded related to the
compensation expense on such awards and unitse Wezge no antidilutive RSUs or RSAs from the agtlan of unearned compensation in the trea
stock method for either the three months or ninathmended September 30, 2014 and 2013.

Each performance-based RSU represents the right#ive up to 1.5 shares (2.0 shares for awarddegtan 2014) of Sempra Energy common stock
based on total shareholder return or EPS growthl &8ards vest based on Sempra Energy’s four-yeaulative total shareholder return compared to
the Standard & Poor’s (S&P) 500 Utilities Index faows:

Number of Sempra Energy Common Shares
Four-Year Cumulative Total Shareholder Return Ranking versus S&P 500 Received for Each Performance-Based Restricted
Utilities Index(1) Stock Unit(2)(3)

90th percentile or above (2014 awards only) 2.0




75th percentile (maximum for awards prior to 2014) 1.5

50th percentile 1.0

35th percentile or below —

1) If Sempra Energy ranks at or above the 50th percentile compared to the S&P 500 Index, participants will receive a minimum of 1.0 share for each RSU.

) Patrticipants also receive additional shares for dividend equivalents on shares subject to RSUs, which are deemed reinvested to purchase additional units that
become subject to the same vesting conditions as the RSUs to which the dividends relate.

3 If performance falls between the tiers shown above, we calculate the payout using linear interpolation.

Beginning in January 2014, we issued performansed&SUs representing the right to receive upasares of Sempra Energy common stock based
on Sempra Energy’s four-year EPS compound annoalthrrate beginning January 1, 2014 and ending @eeber 31, 2017. These RSU awards vest
as follows:

Number of Sempra Energy Common Shares
Received for Each Performance-Based Restricted

Four-Year Earnings Per Share Compound Annual Growth Rate Stock Unit(1)(2)

8.0% or above 2.0

6.7% 1.5

4.4% 1.0

3.3% or below —

1) Participants also receive additional shares for dividend equivalents on shares subject to RSUs, which are deemed reinvested to purchase additional units that
become subject to the same vesting conditions as the RSUs to which the dividends relate.

2) If performance falls between the tiers shown above, we calculate the payout using linear interpolation.

Our RSAs, which are solely service-based, and tR&ds that are solely service-based representghtto receive 1.0 share at the end of the service
period and have the same dividend equivalent rightserformance-based RSUs. We include RSAs ase fRE8Us that are solely service-based in
potential dilutive shares at 100 percent, subjgthé¢ application of the treasury stock method.i¢@ide our performance-based RSUs in potential
dilutive shares at zero to up to 200 percent tcettient that they currently meet the performanggirements for vesting, subject to the applicatbthe
treasury stock method. Due to market fluctuationsoth Sempra Energy stock and the comparativeasjidilutive performanckeased RSU shares m
vary widely from period-to-period. If it were assechthat performance goals for all RSUs were mataatimum levels and if the treasury stock method
were not applied to any of our RSAs or RSUs, tleeemental potential dilutive shares would be 844,@5d 971,943 for the three months and nine
months ended September 30, 2014, respectively7 d8p®41 and 889,420 for the three months and n@hms ended September 30, 2013, respectively.

SDG&E PREFERRED STOCK

In September 2013, SDG&E announced that it woulleeen all six series of its outstanding shares ofingently redeemable preferred stock. The
redemption was completed in October 2013 and, dougly, we recorded the redemption value, includirg3 million early call premium, as a current
liability at September 30, 2013. The early callrpiem is presented as Call Premium on PreferredkSibSubsidiary on Sempra Energy’s and Call
Premium on Preferred Stock on SDG&E’s Condenseds@latated Statements of Operations. We provide rdetail concerning SDG&E's preferred
stock in Note 11 of the Notes to Consolidated FierStatements in the Annual Report.

SHARE-BASED COMPENSATION

We discuss our share-based compensation plansten8\af the Notes to Consolidated Financial Statemim the Annual Report. We recorded share-
based compensation expense, net of income tax&s, mifllion and $6 million for the three months eddSeptember 30, 2014 and 2013, respectively,
and $22 million and $17 million for the nine montreded September 30, 2014 and 2013, respectivafgudnt to our Sempra Energy share-based
compensation plans, Sempra Energy’s board of diregranted 444,241 performance-based RSUs an88®8ervice-based RSUs during the nine
months ended September 30, 2014, primarily in Jan@d the 444,241 performance-based RSUs graBt&fsl638 vest based on our four-year
comparative total shareholder return performance8&603 vest based on our four-year EPS componmndzah growth rate performance.

During the nine months ended September 30, 20hvi&issued 136,996 RSUs from the IEnova 2013 LTergn Incentive Plan, under which, awards
are cash settled based on the price of IEnova conatozk.

CAPITALIZED FINANCING COSTS

Capitalized financing costs include capitalizeeiast costs and, primarily at the California Ught an allowance for funds used during constractio
(AFUDC) related to both debt and equity financirigonstruction projects.

Pipeline projects currently under construction leynpra Mexico that are both regulated by the ComiSiéguladora de Energia (or CRE, the Energy
Regulatory Commission) and meet U.S. GAAP regueséacounting requirements record the impact of ARUBlated to equity. Beginning in the
fourth quarter of 2013, Sempra Mexico began reag@dFUDC related to equity for its Sonora Pipelpreject, which was $14 million and $34 million
for the three months and nine months ended Septe3dh@014, respectively.

The following table shows capitalized financing tsd®r the three months and nine months ended Sdyete30, 2014 and 2013.




CAPITALIZED FINANCING COSTS
(Dollars in millions)

Three months ended September 30,

Nine months ended September 30,

2014 2013 2014 2013
Sempra Energy Consolidated:
AFUDC related to debt $ 5 $ 6 $ 15 $ 17
AFUDC related to equity 28 14 77 44
Other capitalized financing costs 6 9 22 22
Total Sempra Energy Consolidated $ 39 $ 29 $ 114 $ 83
SDG&E:
AFUDC related to debt $ 3 $ 4 $ 10 $ 12
AFUDC related to equity 8 10 26 30
Total SDG&E $ 11 $ 14 $ 36 $ 42
SoCalGas:
AFUDC related to debt $ 2 $ 2 $ 5 $ 5
AFUDC related to equity 7 4 18 14
Total SoCalGas $ 9 $ 6 $ 23 $ 19

COMPREHENSIVE INCOME

The following tables present the changes in Accated Other Comprehensive Income (Loss) (AOCI) bmpanent and amounts reclassified out of
AOCI to net income, excluding amounts attributableoncontrolling interests:

CHANGES IN ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS) BY COMPONENT(1)

SEMPRA ENERGY CONSOLIDATED
(Dollars in millions)

Pension and Other
Postretirement Benefits

Foreign Total

Currency Unamortized Unamortized Accumulated Other
Translation Net Actuarial Prior Service Financial Comprehensive
Adjustments Gain (Loss) Credit Instruments Income (Loss)

Three months ended September 30, 2014 and 2013

2014:
Balance as of June 30, 2014 $ (170) $ 65 $ — $ (38) % (273)
Other comprehensive loss before

reclassifications (100) — — 2) (102)
Amounts reclassified from accumulated other

comprehensive income (loss) — 5 — 1) 4
Net other comprehensive income (loss) (100) 5 — (3) (98)
Balance as of September 30, 2014 $ (270) $ (60) $ — $ (41) % (371)
2013:
Balance as of June 30, 2013 $ (96) $ 98) $ 1 3 (26) % (219)
Other comprehensive income (loss) before

reclassifications 5 — — (6) 1)
Amounts reclassified from accumulated other

comprehensive income — 3 — 2 5
Net other comprehensive income (loss) 5 3 — (4) 4
Balance as of September 30, 2013 $ (91) $ 95 $ 1 $ (30) $ (215)

Nine months ended September 30, 2014 and 2013

2014:
Balance as of December 31, 2013 $ (129) $ (73) % — $ 26) % (228)
Other comprehensive loss before

reclassifications (141) — — (28) (169)
Amounts reclassified from accumulated other

comprehensive income — 13 — 13 26
Net other comprehensive income (loss) (141) 13 — (15) (143)
Balance as of September 30, 2014 $ (270) $ (60) $ — $ 41) $ (371)
2013:
Balance as of December 31, 2012 $ (240) $ (102) % 1 3 (35 $ (376)
Other comprehensive income (loss) before

reclassifications (121) — — 1 (120)
Amounts reclassified from accumulated other

comprehensive income 270(2) 7 — 4 281
Net other comprehensive income 149 7 — 5 161
Balance as of September 30, 2013 $ (91) $ 95 $ 1 $ 30) $ (215)

(1) All amounts are net of income tax, if subject to tax, and exclude noncontrolling interests.
2) Represents cumulative foreign currency translation adjustment related to the impairment of our Argentine investments in 2006, which is substantially offset by an



accrued liability established at that time. We provide additional information about these investments in Note 4.

CHANGES IN ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS) BY COMPONENT(1)

SAN DIEGO GAS & ELECTRIC COMPANY
(Dollars in millions)

Pension and Other
Postretirement Benefits

Total
Unamortized Accumulated Other
Prior Service Comprehensive
Credit Income (Loss)
Three months ended September 30, 2014 and 2013
2014:
Balance as of June 30, 2014 $ 9 $ 1 $ (8)
Amounts reclassified from accumulated other
comprehensive income 1 — 1
Net other comprehensive income 1 — 1
Balance as of September 30, 2014 $ (8) $ 1 $ (7)
2013:
Balance as of June 30, 2013 $ (11) $ 1 $ (10)
Amounts reclassified from accumulated other
comprehensive income 1 — 1
Net other comprehensive income 1 — 1
Balance as of September 30, 2013 $ (10) $ 1 $ (9)
Nine months ended September 30, 2014 and 2013
2014:
Balance as of December 31, 2013 $ (10) $ 1 $ (9)
Amounts reclassified from accumulated other
comprehensive income 2 — 2
Net other comprehensive income 2 — 2
Balance as of September 30, 2014 $ (8) $ 1 $ (7)
2013:
Balance as of December 31, 2012 $ (12) $ 1 $ (11)
Amounts reclassified from accumulated other
comprehensive income 2 — 2
Net other comprehensive income 2 — 2
Balance as of September 30, 2013 $ (10) $ 1 $ (9)
1) All amounts are net of income tax, if subject to tax, and exclude noncontrolling interests.
CHANGES IN ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS) BY COMPONENT(1)
SOUTHERN CALIFORNIA GAS COMPANY
(Dollars in millions)
Pension and Other
Postretirement Benefits
Total
Unamortized Accumulated Other
Prior Service Financial Comprehensive
Credit Instruments Income (Loss)
Three months ended September 30, 2014 and 2013
2014:
Balance as of June 30, 2014 B 3 1 3 14) $ (18)
Amounts reclassified from accumulated other
comprehensive income 2 — — 2
Net other comprehensive income 2 — — 2
Balance as of September 30, 2014 3 3% 1 $ (14  $ (16)
2013:
Balance as of June 30 and September 30, 2013 4 $ 1 3 (14 $ (17)
Nine months ended September 30, 2014 and 2013
2014:
Balance as of December 31, 2013 B % 1 3 14) $ (18)
Amounts reclassified from accumulated other
comprehensive income 2 — — 2
Net other comprehensive income 2 — — 2
Balance as of September 30, 2014 3 % 1 $ 14) $ (16)

2013:



Balance as of December 31, 2012 $ 4 1 3 (15 $ (18)
Amounts reclassified from accumulated other

comprehensive income — — 1 1
Net other comprehensive income — — 1 1
Balance as of September 30, 2013 $ (4) 1 3% (14  $ (17)

1) All amounts are net of income tax, if subject to tax, and exclude noncontrolling interests.

RECLASSIFICATIONS OUT OF ACCUMULATED OTHER COMPREHE NSIVE INCOME (LOSS)
(Dollars in millions)

Amounts reclassified
from accumulated other

Details about accumulated
other comprehensive income (loss)

Affected line item on Condensed

components comprehensive income (loss) Consolidated Statements of Operations
Three months ended September 30,
2014 2013
Sempra Energy Consolidated:
Financial instruments:
Interest rate and foreign exchange instruments $ 8 $ 3 Interest Expense
Interest rate instruments (5) — Gain on Sale of Equity Interests and Assets
Interest rate instruments 2 3 Equity Earnings, Before Income Tax
Commodity contracts not subject Revenues: Energy-Related
to rate recovery (2) — Businesses
Total before income tax 3
Q (2) Income Tax Expense
Net of income tax 2 4
3) 2 Earnings Attributable to Noncontrolling Interests
$ (1) $ 2
Pension and other postretirement benefits:
Amortization of actuarial loss $ 8 $ 1)
(3) (2) Income Tax Expense
Net of income tax $ 5 $ 3
Total reclassifications for the period, net of tax $ 4 $ 5
SDG&E:
Financial instruments:
Interest rate instruments $ 3 $ 2 Interest Expense
(3) 2 Earnings Attributable to Noncontrolling Interest
$ — $ —
Pension and other postretirement benefits:
Amortization of actuarial loss $ 1 $ 2 1)
— 1) Income Tax Expense
Net of income tax $ 1 $ 1
Total reclassifications for the period, net of tax $ 1 $ 1
SoCalGas:
Pension and other postretirement benefits:
Amortization of actuarial loss $ 4 $ — 1)
2 — Income Tax Expense
Net of income tax $ 2 $ —
Total reclassifications for the period, net of tax $ 2 $ —

(1) Amounts are included in the computation of net periodic benefit cost (see "Pension and Other Postretirement Benefits" above).

RECLASSIFICATIONS OUT OF ACCUMULATED OTHER COMPREHE NSIVE INCOME (LOSS)
(Dollars in millions)

Amount reclassified
from accumulated other

Details about accumulated
other comprehensive income (loss)

Affected line item on Condensed

components comprehensive income (loss) Consolidated Statements of Operations
Nine months ended September 30,
2014 2013
Sempra Energy Consolidated:
Foreign currency translation adjustments $ — $ 270 Equity Earnings, Net of Income Tax(1)
Financial instruments:
Interest rate and foreign exchange instruments $ 17 $ 9 Interest Expense
Interest rate instruments 3) — Gain on Sale of Equity Interests and Assets
Interest rate instruments 7 7 Equity Earnings, Before Income Tax



Commodity contracts not subject to Revenues: Energy-Related

rate recovery 8 (5) Businesses
Total before income tax 29 11
(8) 1) Income Tax Expense
Net of income tax 21 10
(8) (6) Earnings Attributable to Noncontrolling Interests
$ 13 $ 4
Pension and other postretirement benefits:
Amortization of actuarial loss $ 21 % 12 2)
(8) (5) Income Tax Expense
Net of income tax $ 13 3 7
Total reclassifications for the period, net of tax $ 26 $ 281
SDG&E:
Financial instruments:
Interest rate instruments $ 8 3 6 Interest Expense
(8) (6) Earnings Attributable to Noncontrolling Interest
$ — $ —

Pension and other postretirement benefits:
Amortization of actuarial loss $ 3 3 3 )
Income Tax Expense

Net of income tax $ 2_ 8 2
Total reclassifications for the period, net of tax $ 2 % 2
SoCalGas:
Financial instruments:
Interest rate instruments $ — $ 1 Interest Expense
— — Income Tax Expense
Net of income tax $ — $ 1

Pension and other postretirement benefits:

Amortization of actuarial loss $ 4 3 — 2)
(2 — Income Tax Expense
Net of income tax $ 2 % —
Total reclassifications for the period, net of tax $ 2 $ 1

(1) Represents cumulative foreign currency translation adjustment related to the impairment of our Argentine investments in 2006, which is substantially offset by an accrued
liability established at that time. We provide additional information about these investments in Note 4.
(2) Amounts are included in the computation of net periodic benefit cost (see "Pension and Other Postretirement Benefits" above).

SHAREHOLDERS’ EQUITY AND NONCONTROLLING INTERESTS

The following three tables provide a reconciliat@frchanges in Sempra Energy’s, SDG&E’s and SoCsll&eareholders’ equity and noncontrolling
interests for the nine months ended September(Q! and 2013.

SHAREHOLDERS’ EQUITY AND NONCONTROLLING INTERESTS — SEMPRA ENERGY CONSOLIDATED

(Dollars in millions)

Sempra Energy Non-
Shareholders’ controlling Total
Equity Interests Equity
Balance at December 31, 2013 $ 11,008 842 11,850
Comprehensive income 722 66 788
Preferred dividends of subsidiary 1) — 1)
Share-based compensation expense 35 — 35
Common stock dividends declared (486) — (486)
Issuance of common stock 71 — 71
Repurchase of common stock (38) — (38)
Tax benefit related to share-based compensation 22 — 22
Equity contributed by noncontrolling interest — 1 1
Distributions to noncontrolling interests — (85) (85)
Balance at September 30, 2014 $ 11,333 824 12,157
Balance at December 31, 2012 $ 10,282 401 10,683
Comprehensive income 888 33 921
Preferred dividends of subsidiaries (5) — (5)
Share-based compensation expense 30 — 30
Common stock dividends declared (460) — (460)
Issuance of common stock 57 — 57
Repurchase of common stock (45) — (45)



Tax benefit related to share-based compensation 30 — 30

Sale of noncontrolling interests, net of offering costs 135 439 574
Distributions to noncontrolling interests — (28) (28)
Call premium on preferred stock of subsidiary 3) — 3)
Balance at September 30, 2013 $ 10,909 $ 845 $ 11,754

SHAREHOLDER'S EQUITY AND NONCONTROLLING INTEREST — SDG&E
(Dollars in millions)

SDG&E Non-
Shareholder’s controlling Total
Equity Interest Equity

Balance at December 31, 2013 $ 4,628 $ 91 $ 4,719
Comprehensive income 381 23 404
Distributions to noncontrolling interest — (37) (37)
Balance at September 30, 2014 $ 5,009 $ 77 $ 5,086
Balance at December 31, 2012 $ 4,222 $ 76 $ 4,298
Comprehensive income 294 15 309
Preferred stock dividends declared 4) — 4)
Distributions to noncontrolling interest — (12) (12)
Call premium on preferred stock 3) — (3)
Balance at September 30, 2013 $ 4,509 $ 79 $ 4,588
SHAREHOLDERS' EQUITY — SOCALGAS

(Dollars in millions)

SoCalGas
Shareholders'
Equity

Balance at December 31, 2013 $ 2,549
Comprehensive income 259
Preferred stock dividends declared 1)
Balance at September 30, 2014 $ 2,807
Balance at December 31, 2012 $ 2,235
Comprehensive income 268
Preferred stock dividends declared Q)
Common stock dividends declared (50)
Balance at September 30, 2013 $ 2,452

Ownership interests that are held by owners otieen Gempra Energy and SDG&E in subsidiaries otienttonsolidated by them are accounted for and
reported as noncontrolling interests. As a resglhcontrolling interests are reported as a sepaaatgonent of equity on the Condensed Consolidated
Balance Sheets. Earnings or losses attributabiericontrolling interests are separately identiiadhe Condensed Consolidated Statements of
Operations, and comprehensive income or loss at#iibe to noncontrolling interests is separategntdied on the Condensed Consolidated Statements
of Comprehensive Income.

Sale of Noncontrolling Interest:

In the first quarter of 2013, a Sempra Energy siiasj IEnova, completed a private offering in the&SUand outside of Mexico and a concurrent public
offering in Mexico of common stock. The aggregdtarss of common stock sold in the offerings repreapproximately 18.9 percent of IEnova’s
outstanding ownership interest. IEnova is repow#hlin the Sempra Mexico reportable segment.

The proceeds from the offerings, net of offeringtspwere approximately $574 million in U.S. dokmuivalent. IEnova has used the net proceedsof th
offerings primarily for general corporate purposag] for the funding of its investments and onga@rgansion plans. Consistent with applicable
accounting guidance, changes in noncontrolling@sts that do not result in a change of controbamunted for as equity transactions. When there a
changes in noncontrolling interests of a subsidiay do not result in a change of control, anjedénce between carrying value and fair value eelad

the change in ownership is recorded as an adjustmehareholders’ equity. As a result of the affgs and overallotment options, we recorded an
increase in Sempra Energy’s shareholders’ equi186 million in the first quarter of 2013 for tkale of IEnova shares to noncontrolling interests.

IEnova is a separate legal entity comprised prilpafiSempra Energy’s operations in Mexico. IEn@acluded within our Sempra Mexico reportable
segment, but is not the same in its entirety asapertable segment. In addition to the IEnova afyey companies, the Sempra Mexico segment
includes, among other things, certain holding comgxand risk management activity. Also, IEnovaiaficial results are reported in Mexico under
International Financial Reporting Standards (IFRS)required by the Mexican Stock Exchange (La@8Msxicana de Valores, S.A.B. de C.V., or
BMV) where the shares are traded under the syniHeOVA.

We discuss the IEnova offerings in more detail otéN1 of the Notes to Consolidated Financial Statgmin the Annual Report.



Preferred Stocl

The preferred stock of SoCalGas is presented ap@&eBnergy as a noncontrolling interest. In 20I3G&E had preferred stock outstanding until it v
fully redeemed in October 2013. At Sempra Enerlgg,dreferred stock dividends of both SDG&E and 3G@s are charges against income related to
noncontrolling interests. We provide additionabimhation concerning preferred stock in Note 11hefMotes to Consolidated Financial Statements in
the Annual Report.

At September 30, 2014 and December 31, 2013, wertegpthe following noncontrolling ownership intstg held by others (not including preferred
shareholders) recorded in Other Noncontrollingrises in Total Equity on Sempra Energy’s Conder@auasolidated Balance Sheets:

OTHER NONCONTROLLING INTERESTS
(Dollars in millions)

Percent
Ownership Held
by Others September 30, 2014 December 31, 2013
SDG&E:
Otay Mesa VIE 100% $ 77 $ 91
Sempra South American Utilities:
Chilquinta Energia subsidiaries(1) 23.6-43.4 23 27
Luz del Sur 20.2 219 222
Tecsur 9.8 3 3
Sempra Mexico:
IEnova 18.9 444 442
Sempra Natural Gas:
Bay Gas Storage, Ltd. 9.1 23 22
Liberty Gas Storage, LLC 25.0 14 14
Southern Gas Transmission Company 49.0 1 1
Total Sempra Energy $ 804 $ 822

1) Chilquinta Energia has four subsidiaries with noncontrolling interests held by others. Percentage range reflects the highest and lowest ownership percentages amongst
these subsidiaries.

TRANSACTIONS WITH AFFILIATES

Due from Unconsolidated Affiliate— Sempra Energy Consolidated

Sempra South American Utilities has a U.S. dolianaminated loan to Eletrans S.A. to provide pradj@etncing for the construction of transmission
lines. Eletrans S.A. is an affiliate of ChilquirEaergia that we discuss in Note 4 of the Notesdaos@lidated Financial Statements in the Annual Repo
At September 30, 2014 and December 31, 2013, theipal balance outstanding was $39 million and @fikion, plus $1 million and a negligible
amount of accumulated interest outstanding, respdgt at a fixed interest rate of 4 percent.

In the third quarter of 2014, Sempra Mexico made faur-year, U.S. dollar-denominated loans to diiatte of Sempra Mexico’s joint venture with
PEMEX to finance the Los Ramones Norte pipelinggmto At September 30, 2014, these loans haveipehbalances outstanding aggregating $71
million plus $1 million of accumulated interest.&8e loans accrue interest at a variable rate lmasadB0day LIBOR plus 450 basis points (4.66 pert
at September 30, 2014).

As we discuss in Note 3, in July 2014, Sempra Mezizld a 50-percent interest in the first phasthefEnergia Sierra Juarez wind project. Upon
deconsolidation, the newly formed joint ventureaigipa portion, in the amount of $18 million, of @pious intercompany loan from Sempra Mexico to
Energia Sierra Juarez. The joint venture assurreedtitigation to Sempra Mexico for the remaindethefloan, which has a principal balance
outstanding at September 30, 2014 of $20 milliars @1 million of accumulated interest. This loanraes interest at a variable rate based on a 30-day
LIBOR plus 637.5 basis points (6.53 percent at &aper 30, 2014).

At September 30, 2014 and December 31, 2013, Semsayy had $3 million and $4 million, respectivatlyaccounts receivable from various Sempra
Renewables joint venture investments.

Service Agreement

Sempra Energy, SDG&E and SoCalGas provide cergirices to each other and are charged an alloshble of the cost of such services. Also, from

time-to-time, SDG&E and SoCalGas may loan surpashdo Sempra Energy at interest rates based emonth commercial paper rates. Amounts due
to/from affiliates are as follows:

AMOUNTS DUE TO AND FROM AFFILIATES AT SDG&E AND SOC ALGAS
(Dollars in millions)

September 30, December 31,
2014 2013

SDG&E:



Current:

Due from various affiliates $ 1 $ 1
Due to Sempra Energy $ 27 $ 25
Due to SoCalGas 9 —
Due to various affiliates — 14
$ 36 $ 39
Income taxes due from Sempra Energy(1) $ 27 $ 70
SoCalGas:
Current:
Due from Sempra Energy(2) $ 265 $ —
Due from SDG&E 9 —
Due from various affiliates — 21
$ 274 $ 21
Due to Sempra Energy $ — $ 16
Income taxes due from Sempra Energy(1) $ 21 $ 18

(1) SDG&E and SoCalGas are included in the consolidated income tax return of Sempra Energy and are allocated income tax expense from Sempra Energy in an amount

equal to that which would result from the companies’ having always filed separate returns.

2) Net receivable includes a loan to Sempra Energy of $281 million at September 30, 2014 at an interest rate of 0.08 percent.

Revenues from unconsolidated affiliates at SDG&H @nCalGas are as follows:

REVENUES FROM UNCONSOLIDATED AFFILIATES AT SDG&E AN D SOCALGAS
(Dollars in millions)
Three months ended September 30,

Nine months ended September 30,

2014 2013 2014 2013
SDG&E $ 2 % 3 8 $ 8
SoCalGas 17 17 51 48
OTHER INCOME, NET
Other Income, Net on the Condensed ConsolidataerSeats of Operations consists of the following:
OTHER INCOME, NET
(Dollars in millions)
Three months ended Nine months ended
September 30, September 30,
2014 2013 2014 2013

Sempra Energy Consolidated:
Allowance for equity funds used during construction $ 28 % 14  $ 77 $ 44
Investment (losses) gains(1) 3) (6) 20 16
(Losses) gains on interest rate and foreign exchange instruments, net (6) 4 3 17
Regulatory interest, net(2) 2 1 5 3
Sundry, net 8 3 13 (@)

Total $ 29 $ 16 $ 118  $ 79
SDG&E:
Allowance for equity funds used during construction $ 8 $ 10 $ 26 $ 30
Regulatory interest, net(2) 2 1 5 3
Sundry, net 1) 1) 2) 3

Total $ 9 $ 10 $ 29  $ 30
SoCalGas:
Allowance for equity funds used during construction $ 7 $ 4 3 18 % 14
Sundry, net 1) (2) (5) (5)

Total $ 6 $ 2 $ 13 $ 9

1) Represents investment (losses) gains on dedicated assets in support of our executive retirement and deferred compensation plans. These amounts are partially offset

by corresponding changes in compensation expense related to the plans.
2) Interest on regulatory balancing accounts.

INCOME TAXES



INCOME TAX EXPENSE AND EFFECTIVE INCOME TAX RATES
(Dollars in millions)

Effective Effective
Income Tax Income Income Tax Income
Expense Tax Rate Expense Tax Rate
Three months ended September 30,
2014 2013
Sempra Energy Consolidated $ 71 16% $ 117 27%
SDG&E 65 28 84 38
SoCalGas 44 31 38 27
Nine months ended September 30,
2014 2013
Sempra Energy Consolidated $ 291 24% $ 327 30%
SDG&E 217 35 147 33
SoCalGas 110 30 107 29

Changes in Income Tax Expense and Effective Income Tatd®
Sempra Energy Consolidated
The decrease in income tax expense in the thre¢hmended September 30, 2014 was mainly due teer leffective tax rate, primarily from:

- $25 million tax benefit due to the release in 2@f4 ouisiana valuation allowance against a defeteedasset associated with Cameron |
developments

= higher income tax benefit from Mexican currencyiation and inflation adjustments; a
= favorable adjustments to prior ye’ income tax items in 201.0ffset by
- $8 million U.S. tax on the repatriation of a portiof current year earnings from certain -U.S. subsidiaries in Mexico and Pe

In the first nine months of 2014, the decreased@oine tax expense was due to a lower effectiveatsx offset by higher pretax income. Pretax income
in 2013 included the loss from the early retiremafrfan Onofre Nuclear Generating Station (SONGf3et by the favorable impact of the retroactive
application of the 2012 GRC in 2013. The lower efffee income tax rate was primarily due to:

- $63 million income tax expense in 2013 resultingnfra corporate reorganization in connection with Enova stock offerings. We discuss
stock offerings above i“Shareholde’’ Equity and Noncontrolling Interes- Sale of Noncontrolling Interes” and

- $25 million tax benefit due to the release in 2@f4 ouisiana valuation allowance against a defeteedasset associated with Cameron |
developmentsoffset by

- $32 million U.S. tax on the repatriation of a portiof current year earnings from certain -U.S. subsidiaries in Mexico and Peru; :

= a $17 million charge to reduce certain tax regujatissets attributed to SDG&EInvestment in SONGS that may no longer be reedlerfron
customers in rates pursuant to the proposed seftieagreement to resolve the California Publicitit# Commissiors (CPUC) Order Institutir
Investigation (Oll) into the SONGS outage that visedss in Note ¢

Sempra Energy, SDG&E and SoCalGas record inconess tfmx interim periods utilizing a forecasted effiee tax rate anticipated for the full year, as
required by U.S. GAAP. The income tax effect ofritethat can be reliably forecasted are factoredthint forecasted effective tax rate and their i
recognized proportionately over the year. The fasézd items, anticipated on a full year basis, melyde, among others:

= self-developed software expenditul

= repairs to certain utility plant fixed ass

= renewable energy income tax cre(

. deferred income tax benefits related to renewalésgy project:

= exclusions from taxable income of the equity portidd AFUDC

= depreciation on a certain portion of utility plagset:

= U.S. tax on repatriation of current year earnirrgerfnor-U.S. subsidiarie

Items that cannot be reliably forecasted (e.gysidjents related to prior years’ income tax item@sjeasurement of deferred tax asset valuation
allowances, Mexican currency translation and ifdtatdjustments, and deferred income tax benedit@ated with the impairment of a book
investment) are recorded in the interim period moh they actually occur, which can result in vhiliy to income tax expense.



SDG&E

The decrease in SDG&E’s income tax expense inhreetmonths ended September 30, 2014 was mainlioduwer effective tax rate, primarily
from:

= favorable adjustments to prior ye' income tax items in 2014 compared to unfavorabjesaichents in 2013; ar

= lower unfavorable impact on our effective tax rge014 from the reversal through book depreciatibpreviously recognized tax benefits fc
certain portion of utility fixed assetoffset by

= lower deductions for sedeveloped software expenditur

The increase in SDG&E’s income tax expense in the months ended September 30, 2014 was due terhigatax income and a higher effective tax
rate. Pretax income in 2013 included the loss filoeearly retirement of SONGS, offset by the fabteampact of the retroactive application of the
2012 GRC in 2013. The higher effective tax rate p@marily due to:

= the $17 million charge to reduce certain tax regujeassets attributed to SDG/'s investment in SONGS discussed in Not
= lower exclusions from taxable income of the eqpitytion of AFUDC; anc

= lower deductions for sedeveloped software expendituroffset by

= favorable adjustments to prior ye' income tax items in 2014 compared to unfavorabjaesaichents in 20132

The results for Sempra Energy Consolidated and SB@&lude Otay Mesa VIE, which is not included ien$ora Energy’s federal or state income tax
returns but is consolidated for financial statenpnposes, and therefore, Sempra Energy Consalideded SDG&E's effective income tax rates are
impacted by the VIE's stand-alone effective incamerate. We discuss Otay Mesa VIE above in “Vdedbterest Entities.”

SoCalGas

The increase in SoCalGas’ income tax expense ithtlee months ended September 30, 2014 was maielyada higher effective tax rate, primarily
from:

= favorable adjustments to prior ye' income tax items in 2013; ai
= lower deductions for sedeveloped software expenditur

The increase in SoCalGas’ income tax expense inittemonths ended September 30, 2014 was maielyala higher effective tax rate, primarily
from:

= favorable adjustments to prior ye’ income tax items in 201'offset by
= higher deductions for certain repairs expendittinas are capitalized for financial statement puesc

For SDG&E and SoCalGas, the CPUC requires flowttghorate-making treatment for the current incorxebnefit or expense arising from certain
property-related and other temporary differencds/ben the treatment for financial reporting andime tax, which will reverse over time. Under the
regulatory accounting treatment required for tifese-through temporary differences, deferred incaapeassets and liabilities are not recorded to
deferred income tax expense, but rather to a regylasset or liability, which impacts the currefffective income tax rate. As a result, changehén
relative size of these items compared to pretagnre; from period to period, can cause variatiorthéneffective income tax rate. The following items
are subject to flow-through treatment:

= repairs expenditures related to a certain portfantibty plant fixed asset
= the equity portion of AFUD(

= a portion of the cost of removal of utility plargsets

= seltdeveloped software expenditul

- depreciation on a certain portion of utility pldixed asset:

The AFUDC related to equity recorded for regulatedstruction projects at Sempra Mexico has sinfiitav-through treatment.

We provide additional information about our accaumtfor income taxes in Notes 1 and 6 of the NéteSonsolidated Financial Statements in the
Annual Report.

NOTE 6. DEBT AND CREDIT FACILITIES



LINES OF CREDIT

At September 30, 2014, Sempra Energy Consolidaaddah aggregate of $4.1 billion in three primarsnoutted lines of credit for Sempra Energy,
Sempra Global and the California Utilities to piliquidity and to support commercial paper, trigancomponents of which we detail below.
Available unused credit on these lines at SeptelB@e2014 was $2.8 billion. Some of Sempra Energyissidiaries, primarily our foreign operations,
have additional general purpose credit facilitiggregating $875 million at September 30, 2014.ilAb&e unused credit on these lines totaled $630
million at September 30, 2014.

Sempra Energy

Sempra Energy has a $1.067 billion, five-year syatdid revolving credit agreement expiring in Ma2€i17. Citibank, N.A. serves as administrative
agent for the syndicate of 24 lenders. No singlelée has greater than a 7-percent share.

Borrowings bear interest at benchmark rates plusuain that varies with market index rates and Sarigmergy’s credit ratings. The facility requires
Sempra Energy to maintain a ratio of total indebé=s to total capitalization (as defined in theeagrent) of no more than 65 percent at the endatf ea
quarter. At September 30, 2014 and December 313,Z8dmpra Energy was in compliance with this ahdthkr financial covenants under the credit
facility. The facility also provides for issuanceup to $635 million of letters of credit on behaffSempra Energy with the amount of borrowings
otherwise available under the facility reduced iy @mount of outstanding letters of credit.

At September 30, 2014, Sempra Energy had no odlisigorrowings or letters of credit supported by facility.

Sempra Globa

Sempra Global has a $2.189 billion, five-year sgat#id revolving credit agreement expiring in Ma2éii7. Citibank, N.A. serves as administrative
agent for the syndicate of 25 lenders. No singlelée has greater than a 7-percent share.

Sempra Energy guarantees Sempra Global's obligatioder the credit facility. Borrowings bear ingtrat benchmark rates plus a margin that varies
with market index rates and Sempra Energy’s cratiitgs. The facility requires Sempra Energy tortan a ratio of total indebtedness to total
capitalization (as defined in the agreement) ofmwe than 65 percent at the end of each quarteseptember 30, 2014 and December 31, 2013, St
Energy was in compliance with this and all otheaficial covenants under the credit facility.

At September 30, 2014, Sempra Global had $1.2hitif commercial paper outstanding supported byabiity. At December 31, 2013, Sempra Glc
had $200 million of commercial paper outstandirassified as long-term debt based on managemetgstiand ability to maintain this level of
borrowing on a long-term basis either supportedhi/credit facility or by issuing long-term defhis classification has no impact on cash flows.

California Utilities

SDG&E and SoCalGas have a combined $877 millime-fiear syndicated revolving credit agreement éxpiin March 2017. JPMorgan Chase Bank,
N.A. serves as administrative agent for the syridicd24 lenders. No single lender has greater éhi-percent share. The agreement permits each t
to individually borrow up to $658 million, subjeitt a combined limit of $877 million for both utiliss. It also provides for the issuance of lettérsredit
on behalf of each utility subject to a combinedelebf credit commitment of $300 million for bottilities. The amount of borrowings otherwise
available under the facility is reduced by the am@f outstanding letters of credit.

Borrowings under the facility bear interest at bemark rates plus a margin that varies with mankeééx rates and the borrowing utility’s credit rgsn
The agreement requires each utility to maintaiate of total indebtedness to total capitalizatfas defined in the agreement) of no more than 6&ep«
at the end of each quarter. At September 30, 28d4December 31, 2013, the California Utilities wgreompliance with this and all other financial
covenants under the credit facility.

Each utility’s obligations under the agreementindividual obligations, and a default by one wilitould not constitute a default by the other tytibr
preclude borrowings by, or the issuance of letbéiredit on behalf of, the other utility.

At September 30, 2014, SDG&E had $100 million ahoeercial paper outstanding supported by the fgdilitan interest rate of 0.40 percent. SoCalGas
had no outstanding borrowings supported by thditiacAvailable unused credit on the line at Sepbem30, 2014 was $558 million at SDG&E and ¢
million at SoCalGas, subject to the combined liamitthe facility of $877 million.

Sempra Mexicc

In June 2014, IEnova entered into an agreemera £200 million, U.S. dollar-denominated, three-yeanporate revolving credit facility to finance
working capital and for general corporate purpo$ée. lender is Banco Santander, (México), S.Atitinsén de Banca Mdltiple, Grupo Financiero
Santander Mexico. At September 30, 2014, Mexico$iatb million of outstanding borrowings supportecthe facility, and available unused credit on
the line was $55 million.



In August 2014, IEnova entered into an agreemara 5100 million, U.S. dollar-denominated, threexayeorporate revolving credit facility to finance
working capital and for general corporate purpo$és. lender is Sumitomo Mitsui Banking Corporatigim September 30, 2014, Mexico had no
outstanding borrowings supported by the facility.

WEIGHTED AVERAGE INTEREST RATES

The weighted average interest rates on the totat-t&rm debt at Sempra Energy were 0.76 percah0a8d percent at September 30, 2014 and
December 31, 2013, respectively. The weighted @eeirsterest rate on total short-term debt was pPek8ent at both SDG&E and SoCalGas at

December 31, 2013. The weighted average interesate&empra Energy at December 31, 2013 includesest rates for the $200 million of the
commercial paper borrowings supported by the Sei@jobhal credit facility classified as long-term,\as discuss above.

LONG-TERM DEBT
Sempra Energ)

In June 2014, Sempra Energy publicly offered ard $600 million of 3.55-percent, fixedte notes maturing in 2024. Sempra Energy usefrteeed
from this offering for the repayment of commergaber.

SDG&E

In the second quarter of 2014, SDG&E issued $10Bomiof commercial paper maturing in May 2015, alhis supported by the California Utilities’
credit facility discussed above and has a weightextage interest rate of 0.40 percent at SepteBthet014.

SoCalGas

In September 2014, SoCalGas publicly offered amdi $600 million of 3.15-percent first mortgage bendaturing in 2024. SoCalGas used the proceed:
from this offering for the repayment of commer@aber and other general corporate purposes.

In March 2014, SoCalGas publicly offered and s@8®million of 4.45-percent first mortgage bondsumiaag in 2044. SoCalGas used the proceeds
from this offering for the repayment of its 5.5-pent first mortgage bonds that matured in March4201

Sempra Mexicc

In June 2014, Energia Sierra Juarez entered ififzl@ million loan to project finance the constrantdf the wind project. The variable rate loan is
secured by the project and will convert to an 18ryterm loan upon completion of the first phas¢hefproject. To partially moderate its exposure to
interest rate changes associated with the term Eaergia Sierra Juarez entered into floatingstediinterest rate swaps for 90 percent of the loan
amount, which will result in an effective fixed eaf 6.1 percent. The swap is effective on the ecsien to a term loan. The remaining 10 percent of
principal bears interest at rates varying with neariates (0.16 percent at September 30, 2014)I0Hmeagreement also provides for a $31.7 millidtet

of credit facility. Energia Sierra Juarez also esddnto a separate, Peso-denominated credittfafoli up to $35 million U.S. dollar equivalent fiond

the value added tax of the project. On June 124 2Bfergia Sierra Juarez drew down $82 milliorhefdonstruction loan. On July 16, 2014, this $82
million of long-term debt and the related swapsendgeconsolidated upon the sale of a 50-percenestten Energia Sierra Juarez, as we discuss ia Not
3.

Sempra Renewable

On March 6, 2014, Sempra Renewables entered i#&b& million construction loan to finance its Coppountain Solar 3 project. The loan is secured
by the project and will convert to a 10-year tegarl upon completion of the project. To partiallydamte its exposure to interest rate changes, Coppe
Mountain Solar 3 entered into floating-to-fixeddrgst rate swaps for 75 percent of the loan amoesitjting in an effective fixed rate of 5.35 perce
The remaining 25 percent bears interest at rategngawith market rates (0.16 percent at Septen86e2014). In connection with the loan agreement,
Copper Mountain Solar 3 may also utilize up to #llion under a letter of credit facility, which made used to meet project collateral requirememk
debt service reserve requirements. On March 6,,20@gper Mountain Solar 3 drew down $97 millionnfrthe loan. On March 13, 2014, this $97
million of long-term debt and the related swapsen@econsolidated upon the sale of a 50-percenestten Copper Mountain Solar 3, as we discuss in
Note 3.

INTEREST RATE SWAPS

We discuss our fair value interest rate swaps aredldst rate swaps to hedge cash flows in Note 7.

NOTE 7. DERIVATIVE FINANCIAL INSTRUMENTS



We use derivative instruments primarily to managgosures arising in the normal course of busin@ss.principal exposures are commodity market
risk and benchmark interest rate risk. We may alaoage foreign exchange rate exposures using teesaOur use of derivatives for these risks is
integrated into the economic management of oucigatied revenues, anticipated expenses, assetmhlifitles. Derivatives may be effective in
mitigating these risks (1) that could lead to deedi in anticipated revenues or increases in aat@ipexpenses, or (2) that our asset values magyrfal
our liabilities increase. Accordingly, our deriwadiactivity summarized below generally representsrgact that is intended to offset associated
revenues, expenses, assets or liabilities that@rpresented below.

We record all derivatives at fair value on the Gamsed Consolidated Balance Sheets. We designdteleeeative as (1) a cash flow hedge, (2) a fair
value hedge, or (3) undesignated. Depending oappécability of hedge accounting and, for the €@aiiia Utilities and other operations subject to
regulatory accounting, the requirement to pass @tgparough to customers, the impact of derivaitiggruments may be offset in other comprehensive
income (cash flow hedge), on the balance sheety$ie hedges and regulatory offsets), or recaghim earnings. We classify cash flows from the
settlements of derivative instruments as operaittiyities on the Condensed Consolidated Statenvér@sish Flows.

In certain cases, we apply the normal purchasalerexception to derivative accounting and haverotbmmodity contracts that are not derivatives.
These contracts are not recorded at fair valueaamdherefore excluded from the disclosures below.

HEDGE ACCOUNTING

We may designate a derivative as a cash flow hgdgstrument if it effectively converts anticipatelenues or expenses to a fixed dollar amount. We
may utilize cash flow hedge accounting for derivattommodity instruments, foreign currency instratseand interest rate instruments. Designating
cash flow hedges is dependent on the businessxtantehich the instrument is being used, the @ffeness of the instrument in offsetting the risétt

a given future revenue or expense item may vany,odiner criteria.

We may designate an interest rate derivative a# adlue hedging instrument if it effectively carts our own debt from a fixed interest rate to a
variable rate. The combination of the derivative debt instrument results in fixing that portiontieé fair value of the debt that is related to tenark
interest rates. Designating fair value hedges fieddent on the instrument being used, the effautis® of the instrument in offsetting changes irfdlire
value of our debt instruments, and other criteria.

ENERGY DERIVATIVES

Our market risk is primarily related to natural gemsl electricity price volatility and the specifibysical locations where we transact. We use energy
derivatives to manage these risks. The use of griEngvatives in our various businesses dependh®particular energy market, and the operating and
regulatory environments applicable to the business.

= The California Utilities use natural gas energyiiives, for the benefit of customers, with thgeative of managing price risk and basis ri
and lowering natural gas costs. These derivatinekide fixed price natural gas positions, opticasd basis risk instruments, which are ei
exchange-traded or over-tleeunter financial instruments. This activity is goved by risk management and transacting activépspthat hav
been filed with and approved by the CPUC. Natues derivative activities are recorded as commazbsts that are offset by regulatory acci
balances and are recovered in rates. Net commood#tlyimpacts on the Condensed Consolidated Stateroe@perations are reflected in Cos
Electric Fuel and Purchased Power or in Cost otif&Gas

- SDG&E is allocated and may purchase congestionnteveights (CRRs), which serve to reduce the regietectricity price volatility risk thi
may result from local transmission capacity coristsa Unrealized gains and losses do not impactiegs, as they are offset by regulatory acc
balances. Realized gains and losses associateCRis are recorded in Cost of Electric Fuel anaifased Power, which is recoverable in ri
on the Condensed Consolidated Statements of Opese

. Sempra Mexico and Sempra Natural Gas may use h@@asaand electricity derivatives, as appropri&wepptimize the earnings of their as:
which support the following businesses: liquefiemtunal gas (LNG), natural gas transportation, pogemeration, and Sempra Natural Gas
storage. Gains and losses associated with undésiydarivatives are recognized in EneRgtated Businesses Revenues or in Cost of N
Gas, Electric Fuel and Purchased Power on the @sedeConsolidated Statements of Operations. Cedfathese derivatives may also
designated as cash flow hedges. Sempra Mexicousks® natural gas energy derivatives with the obgdf managing price risk and lower
natural gas prices at its Mexican distribution apiens. These derivatives, which are recorded ashoadity costs that are offset by regula
account balances and recovered in rates, are rizeagin Cost of Natural Gas on the Condensed Catated Statements of Operatio

1

= From time to time, our various businesses, inclgdire California Utilities, may use other energyigktives to hedge exposures such as the
of vehicle fuel.

We summarize net energy derivative volumes at Sgpte 30, 2014 and December 31, 2013 as follows:

NET ENERGY DERIVATIVE VOLUMES

Segment and Commodity September 30, 2014 December 31, 2013
California Utilities:
SDG&E:
Natural gas 43 million MMBtu 43 million MMBtu(1)
Congestion revenue rights 27 million MWh 33 million MWh(2)

SoCalGas - natural gas — 2 million MMBtu



Energy-Related Businesses:
Sempra Natural Gas:

Electric power — 1 million MWh
Natural gas 31 million MMBtu 15 million MMBtu
(1) Million British thermal units
2) Megawatt hours

In addition to the amounts noted above, we frequersie commodity derivatives to manage risks assediwith the physical locations of our assets and
other contractual obligations, such as naturalpgeshases and sales.

INTEREST RATE DERIVATIVES

We are exposed to interest rates primarily as@trefour current and expected use of financing periodically enter into interest rate derivative
agreements intended to moderate our exposuregiesitrates and to lower our overall costs of lwamg. We utilize interest rate swaps typically
designated as fair value hedges, as a means tevaobir targeted level of variable rate debt asragmt of total debt. In addition, we may utiliméeirest
rate swaps, typically designated as cash flow h&dgdock in interest rates on outstanding deti @nticipation of future financings.

In the first quarter of 2014, we entered into fixeefloating interest rate swaps on Sempra Enegrft that were designated as fair value hedges. We
swapped $200 million 6.15-percent fixed-rate dehturing in 2018, $200 million 9.8-percent fixedeaebt maturing in 2019 and $100 million 2.875-
percent fixed-rate debt maturing in 2022 to vaeataite debt, resulting in initial effective interestes of 3.80 percent, 6.01 percent and 2.37epé&rc
respectively. These swaps were terminated in Jady}2

Interest rate derivatives are utilized by the @aiifa Utilities as well as by other Sempra Enenglysidiaries. Although the California Utilities gealy
recover borrowing costs in rates over time, theafdeterest rate derivatives is subject to certagulatory constraints, and the impact of interatt
derivatives may not be recovered from custometsrasdy as described above with regard to naturaldgivatives. Interest rate derivatives are gelye
accounted for as hedges at the California Utiliteeswell as at the rest of Sempra Energy’s sulrsédi. Separately, Otay Mesa VIE has entered into
interest rate swap agreements to moderate its arpts interest rate changes. This activity wasgiesed as a cash flow hedge as of April 1, 2011.

At September 30, 2014 and December 31, 2013, theatienal amounts of our interest rate derivativwesluding the cross-currency swaps discussed
below, were:

INTEREST RATE DERIVATIVES
(Dollars in millions)

September 30, 2014 December 31, 2013
Notional Debt Maturities Notional Debt Maturities

Sempra Energy Consolidated:

Cash flow hedges(1) $ 404 2014-2028 $ 413 2014-2028

Fair value hedges 300 2016 300 2016
SDG&E:

Cash flow hedge(1) 327 2019 335 2019
1) Includes Otay Mesa VIE. All of SDG&E's interest rate derivatives relate to Otay Mesa VIE.

FOREIGN CURRENCY DERIVATIVES

We are exposed to exchange rate movements at odcaesubsidiaries, which have U.S. dollar denomeidaash balances, receivables and payables
(monetary assets and liabilities) that give risélxican currency exchange rate movements for Mexincome tax purposes. These subsidiaries also
have deferred income tax assets and liabilitiesateadenominated in the Mexican peso, which medtdnslated into U.S. dollars for financial repari
purposes. From time to time, we may utilize sheritn foreign currency derivatives at our subsigigand at the consolidated level as a means toga
the risk of exposure to significant fluctuationsour income tax expense from these impacts. Weatsayutilize crossurrency swaps to hedge expos
related to Mexican peso-denominated debt at ouriddexsubsidiaries. On February 14, 2013, Sempraddesntered into cross-currency swap
agreements, which were designated as cash flowelsetlge discuss the notional amount of the swapte 5 of the Notes to Consolidated Financial
Statements in the Annual Report.

In addition, Sempra South American Utilities maijize foreign currency derivatives at its subsigiarand joint ventures as a means to manage foreign
currency rate risk. We discuss such swaps at Ghilgjienergia’s Eletrans joint venture investmeritiote 4 of the Notes to Consolidated Financial
Statements in the Annual Report.

FINANCIAL STATEMENT PRESENTATION

Each Condensed Consolidated Balance Sheet reftectsfsetting of net derivative positions and ceshtateral with the same counterparty when a legal
right of offset exists. The following tables progithe fair values of derivative instruments on@wndensed Consolidated Balance Sheets at Septembel
30, 2014 and December 31, 2013, including the amofucash collateral receivables that were notatffas the cash collateral is in excess of ligbilit
positions.

DERIVATIVE INSTRUMENTS ON THE CONDENSED CONSOLIDATE D BALANCE SHEETS



(Dollars in millions)

September 30, 2014

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(1) Sundry derivatives(2) derivatives
Sempra Energy Consolidated:
Derivatives designated as hedging instruments:
Interest rate and foreign exchange instruments(3) 12 7 a7) 77)
Commodity contracts not subject to rate recovery 1 — — —
Derivatives not designated as hedging instruments:
Interest rate and foreign exchange instruments 8 24 (7 (20)
Commodity contracts not subject to rate recovery 39 10 (36) (7
Associated offsetting commodity contracts (32) @) 32 7
Associated offsetting cash collateral — — 1 —
Commodity contracts subject to rate recovery 14 82 (23) (6)
Associated offsetting commodity contracts 4 @) 4 2
Associated offsetting cash collateral — — 3 —
Net amounts presented on the balance sheet 38 114 (33) (101)
Additional cash collateral for commodity contracts
not subject to rate recovery 15 — — —
Additional cash collateral for commodity contracts
subject to rate recovery 30 — — —
Total(4) 83 114 (33) (101)
SDG&E:
Derivatives designated as hedging instruments:

Interest rate instruments(3) — — (16) (32)
Derivatives not designated as hedging instruments:

Commaodity contracts subject to rate recovery 11 82 (1) (6)
Associated offsetting commodity contracts @) @) 2 2
Associated offsetting cash collateral — — 3 —

Net amounts presented on the balance sheet 9 80 (22) (36)

Additional cash collateral for commodity contracts
not subject to rate recovery 1 — — —

Additional cash collateral for commodity contracts
subject to rate recovery 28 — — —

Total(4) 38 80 (22) (36)

SoCalGas:
Derivatives not designated as hedging instruments:

Commaodity contracts subject to rate recovery 3 — @) —
Associated offsetting commodity contracts (2) — 2 —

Net amounts presented on the balance sheet 1 — — —

Additional cash collateral for commodity contracts
not subject to rate recovery 2 — — —

Additional cash collateral for commodity contracts
subject to rate recovery 2 — — —

Total 5 — — —

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.
4) Normal purchase contracts previously measured at fair value are excluded.
DERIVATIVE INSTRUMENTS ON THE CONDENSED CONSOLIDATE D BALANCE SHEETS
(Dollars in millions)
December 31, 2013
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(1) Sundry derivatives(2) derivatives
Sempra Energy Consolidated:
Derivatives designated as hedging instruments:
Interest rate and foreign exchange instruments(3) $ 14 $ 12 (18) (75)



Derivatives not designated as hedging instruments:

Interest rate and foreign exchange instruments 8 22 ) a7
Commodity contracts not subject to rate recovery 47 7 (51) (5)
Associated offsetting commodity contracts (43) (5) 43 5
Associated offsetting cash collateral — — 1 —
Commodity contracts subject to rate recovery 35 72 (20) (8)
Associated offsetting commodity contracts 3) 2) 3 2
Net amounts presented on the balance sheet 58 106 (39) (98)
Additional cash collateral for commodity contracts
not subject to rate recovery 17 — — —
Additional cash collateral for commodity contracts
subject to rate recovery 31 — — —
Total(4) $ 106 $ 106 $ 39 $ (98)
SDG&E:
Derivatives designated as hedging instruments:
Interest rate instruments(3) $ — $ — $ (16) $ (39)
Derivatives not designated as hedging instruments:
Commaodity contracts subject to rate recovery 34 72 9) (8)
Associated offsetting commodity contracts (3) (2) 3 2
Net amounts presented on the balance sheet 31 70 (22) (45)
Additional cash collateral for commodity contracts
not subject to rate recovery 1 — — —
Additional cash collateral for commodity contracts
subject to rate recovery 29 — — —
Total(4) $ 61 $ 70 $ 22 $ (45)
SoCalGas:
Derivatives not designated as hedging instruments:
Commodity contracts subject to rate recovery $ 1 $ — $ 1 % —
Net amounts presented on the balance sheet 1 — 1) —
Additional cash collateral for commodity contracts
not subject to rate recovery 2 — — —
Additional cash collateral for commodity contracts
subject to rate recovery 2 — — —
Total $ 5 % — $ 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.
(4) Normal purchase contracts previously measured at fair value are excluded.

The effects of derivative instruments designatedeaiyes on the Condensed Consolidated Stateme@iseohtions and in Other Comprehensive Income
(OCI) and Accumulated Other Comprehensive Incom@A for the three months and nine months endedeSdger 30 were:

FAIR VALUE HEDGE IMPACT ON THE CONDENSED CONSOLIDAT ED STATEMENTS OF OPERATIONS

(Dollars in millions)
Gain (loss) on derivatives recognized in earnings

Three months ended September 30, Nine months ended September 30,
Location 2014 2013 2014 2013
Sempra Energy Consolidated:
Interest rate instruments Interest Expense $ 1 $ 2 $ 6 $ 6
Interest rate instruments Other Income, Net (1) 1 — (4)
Total(1) $ — $ 3 3 6 $ 2
(1) There were negligible gains from hedge ineffectiveness on these swaps for the three-month period, and $9 million of gains from hedge ineffectiveness for the nine-

month period ended September 30, 2014, respectively. All other changes in the fair value of the interest rate swap agreements are exactly offset by changes in the fair
value of the underlying long-term debt and recorded in Other Income, Net. There was no hedge ineffectiveness in 2013.

CASH FLOW HEDGE IMPACT ON THE CONDENSED CONSOLIDATE D STATEMENTS OF OPERATIONS
(Dollars in millions)

Pretax gain (loss) recognized Gain (loss) reclassified from AOCI
in OCI (effective portion) into earnings (effective portion)
Three months ended September 30, Three months ended September 30,
2014 2013 Location 2014 2013
Sempra Energy Consolidated:
Interest rate and foreign
exchange instruments(1) $ (5) $ (8) Interest Expense $ (8) $ 3)
Gain on Sale of Equity
Interest rate instruments 5 — Interests and Assets 5 —
Equity Earnings,
Interest rate instruments (4) 3) Before Income Tax 2) 3)

Commodity contracts not subject Revenues: Energy-Related



to rate recovery 1 1 Businesses 2 —

Total(2) $ (3) $ (10) $ (3) $ (6)
SDG&E:
Interest rate instruments(1)(2) $ 1 3 (3) Interest Expense $ 3) $ (2)
Nine months ended September 30, Nine months ended September 30,
2014 2013 Location 2014 2013

Sempra Energy Consolidated:
Interest rate and foreign

exchange instruments(1) $ (15) $ (3) Interest Expense $ 17) $ 9)
Gain on Sale of Equity
Interest rate instruments 3 — Interests and Assets 3 —
Equity Earnings,
Interest rate instruments (34) 11 Before Income Tax @ @
Commodity contracts not subject Revenues: Energy-Related
to rate recovery (5) 5 Businesses (8) 5
Total(2) $ (51) $ 13 $ (29) $ (11)
SDG&E:
Interest rate instruments(1)(2) $ 5) $ 8 Interest Expense $ 8 $ (6)
SoCalGas:
Interest rate instruments $ — $ — Interest Expense $ — $ (1)

1) Amounts include Otay Mesa VIE. All of SDG&E’s interest rate derivative activity relates to Otay Mesa VIE.
2) There was a negligible amount of ineffectiveness related to these hedges in 2014 and 2013.

For Sempra Energy Consolidated we expect thatdoss$25 million, which are net of income tax benehat are currently recorded in AOCI (includ
$13 million in noncontrolling interests, of whicA& million is related to Otay Mesa VIE at SDG&E)ated to cash flow hedges will be reclassified into
earnings during the next twelve months as the hedtges affect earnings. Actual amounts ultimatelglassified into earnings depend on the interest
rates in effect when derivative contracts thatcameently outstanding mature.

SoCalGas expects that negligible losses, whicmeref income tax benefit, currently recorded in@Qelated to cash flow hedges will be reclassified
into earnings during the next twelve months ashitdged items affect earnings.

For all forecasted transactions, the maximum tever ahich we are hedging exposure to the varighiftcash flows at September 30, 2014 is
approximately 14 years and 5 years for Sempra Breéogsolidated and SDG&E, respectively. The maxinterm of hedged interest rate variability
related to debt at Sempra Renewables’ equity mathabtees is 21 years.

The effects of derivative instruments not desigth@® hedging instruments on the Condensed Contadidatements of Operations for the three mc
and nine months ended September 30 were:

UNDESIGNATED DERIVATIVE IMPACT ON THE CONDENSED CON SOLIDATED STATEMENTS OF OPERATIONS
(Dollars in millions)
Gain (loss) on derivatives recognized in earnings

Three months ended Nine months ended
September 30, September 30,
Location 2014 2013 2014 2013
Sempra Energy Consolidated:
Interest rate and foreign exchange
instruments Other Income, Net $ ® % 4 % ® % 17
Foreign exchange instruments Equity Earnings,
Net of Income Tax 2) — 4) 3)
Commodity contracts not subject Revenues: Energy-Related
to rate recovery Businesses 3 1 2 2
Commodity contracts not subject Cost of Natural Gas, Electric Fuel
to rate recovery and Purchased Power 1 — 3 —
Commaodity contracts subject Cost of Electric Fuel
to rate recovery and Purchased Power 1) — 19 9)
Commaodity contracts subject
to rate recovery Cost of Natural Gas 1 1 2 —
Total $ 4 $ 6 $ 16 $ 7
SDG&E:
Commaodity contracts subject Cost of Electric Fuel
to rate recovery and Purchased Power $ 1 $ — $ 19 3 (9)
SoCalGas:

Commodity contracts subject
to rate recovery Cost of Natural Gas $ 1 3 1 3 2 9 —




CONTINGENT FEATURES

For Sempra Energy Consolidated and SDG&E, certhdunderivative instruments contain credit limithich vary depending upon our credit
ratings. Generally, these provisions, if applicabtay reduce our credit limit if a specified cregiting agency reduces our ratings. In certaing;ae
our credit ratings were to fall below investmerdadg, the counterparty to these derivative liabitistruments could request immediate payment or
demand immediate and ongoing full collateralization

For Sempra Energy Consolidated, the total fair @afithis group of derivative instruments in a liegtility position at September 30, 2014 and
December 31, 2013 is $2 million and $3 million,pestively. At September 30, 2014, if the creditngs of Sempra Energy were reduced below
investment grade, $2 million of additional assetsld be required to be posted as collateral fosetderivative contracts.

For SDG&E, the total fair value of this group ofridative instruments in a net liability position saegligible at September 30, 2014 and $3 million a
December 31, 2013. At September 30, 2014, if teditratings of SDG&E were reduced below investngratle, a negligible amount of additional
assets could be required to be posted as colldtertlese derivative contracts.

For Sempra Energy Consolidated, SDG&E and SoCaléese of our derivative contracts contain a pravighat would permit the counterparty, in
certain circumstances, to request adequate assushicr performance under the contracts. Suchtiaddl assurance, if needed, is not material and is
not included in the amounts above.

NOTE 8. FAIR VALUE MEASUREMENTS

We discuss the valuation techniques and inputssedameasure fair value and the definition ofttiiee levels of the fair value hierarchy in Notefl
the Notes to Consolidated Financial StatementsénAnnual Report. We have not changed the valuagidmiques or inputs we use to measure fair
value during the nine months ended September 301.20

Recurring Fair Value Measure:

The three tables below, by level within the failweahierarchy, set forth our financial assets aatilities that were accounted for at fair valueaon
recurring basis at September 30, 2014 and Dece81h&013. We classify financial assets and lidbsiin their entirety based on the lowest level of
input that is significant to the fair value measoeat. Our assessment of the significance of aqudati input to the fair value measurement requires
judgment, and may affect the valuation of fair wafissets and liabilities, and their placement withe fair value hierarchy leve

The fair value of commodity derivative assets aablilities is presented in accordance with ouringtpolicy, as we discuss in Note 7 under “Finahcia
Statement Presentation.”

The determination of fair values, shown in the ¢églidelow, incorporates various factors, includingriot limited to, the credit standing of the
counterparties involved and the impact of creditaartements (such as cash deposits, letters ot aratipriority interests).

Our financial assets and liabilities that were acded for at fair value on a recurring basis att&maper 30, 2014 and December 31, 2013 in the tables
below include the following:

= Nuclear decommissioning trusts reflect the assetSIG&E’'s nuclear decommissioning trusts, excluding casanbas. A third party trust
values the trust assets using prices from a prisérgice based on a market approach. We validatetprices by comparison to prices from ¢
independent data sources. Equity and certain dehiriies are valued using quoted prices listechationally recognized securities exchange
based on closing prices reported in the active etarkwhich the identical security is traded (Letgl Other debt securities are valued base
yields that are currently available for comparadgeurities of issuers with similar credit ratings\(el 2).

= We enter into commodity contracts and interest dagvatives primarily as a means to manage priggures. We may also manage for
exchange rate exposures using derivatives. We ghjmese a market approach with market participasgumptions to value these derivati
Market participant assumptions include those abisldt and the risk inherent in the inputs to theua#on techniques. These inputs can be re
observable, market corroborated, or generally uaiable. We have exchang@ded derivatives that are valued based on quwieds in activ
markets for the identical instruments (Level 1). W0 may have other commodity derivatives thatvateed using industry standard models
consider quoted forward prices for commodities etivalue, current market and contractual pricesiferunderlying instruments, volatility factc
and other relevant economic measures (Level 2)Lé&Wel 3 recurring items are related to CRRs at &BGas we discuss below unddrevel &
Information.” We record commodity derivative contracts that afgiect to rate recovery as commodity costs thab#feet by regulatory accot
balances and are recovered in rg

. Investments include marketable securities that &gesusing a market approach based on closingspragmrted in the active market in which
identical security is traded (Level :

There were no transfers into or out of Level 1,&léor Level 3 for Sempra Energy Consolidated, 8B@r SoCalGas during the periods presented,
nor any changes in valuation techniques used urrieg fair value measurements.

RECURRING FAIR VALUE MEASURES — SEMPRA ENERGY CONSOLIDATED



(Dollars in millions)

Fair value at September 30, 2014

Level 1 Level 2 Level 3 Netting(1) Total
Assets:
Nuclear decommissioning trusts:
Equity securities 637  $ — $ — $ — $ 637
Debt securities:
Debt securities issued by the U.S. Treasury and other
U.S. government corporations and agencies 56 47 — — 103
Municipal bonds — 121 — — 121
Other securities — 200 — — 200
Total debt securities 56 368 — — 424
Total nuclear decommissioning trusts(2) 693 368 — — 1,061
Interest rate and foreign exchange instruments — 51 — — 51
Commodity contracts not subject to rate recovery 7 4 — 15 26
Commodity contracts subject to rate recovery — 3 87 30 120
Total 700  $ 426 3 87 _§ 45 3 1,258
Liabilities:
Interest rate and foreign exchange instruments — $ 121 % — $ — $ 121
Commodity contracts not subject to rate recovery 2 3 — 2) 3
Commodity contracts subject to rate recovery 3 10 — 3) 10
Total 5 $ 134 % — $ (5) $ 134
Fair value at December 31, 2013
Level 1 Level 2 Level 3 Netting(1) Total
Assets:
Nuclear decommissioning trusts:
Equity securities 614 $ — $ — $ — $ 614
Debt securities:
Debt securities issued by the U.S. Treasury and other
U.S. government corporations and agencies 59 58 — — 117
Municipal bonds — 111 — — 111
Other securities — 153 — — 153
Total debt securities 59 322 — — 381
Total nuclear decommissioning trusts(2) 673 322 — — 995
Interest rate and foreign exchange instruments — 56 — — 56
Commodity contracts not subject to rate recovery 1 5 — 17 23
Commodity contracts subject to rate recovery 2 1 99 31 133
Total 676  $ 384 $ 9 $ 48 % 1,207
Liabilities:
Interest rate and foreign exchange instruments — $ 117 $ — $ — $ 117
Commodity contracts not subject to rate recovery 4 8 — 5) 7
Commodity contracts subject to rate recovery — 13 — — 13
Total 4 $ 138 $ — $ (5 $ 137
1) Includes the effect of the contractual ability to settle contracts under master netting agreements and with cash collateral, as well as cash collateral not offset.
2) Excludes cash balances and cash equivalents.
RECURRING FAIR VALUE MEASURES - SDG&E
(Dollars in millions)
Fair value at September 30, 2014
Level 1 Level 2 Level 3 Netting(1) Total
Assets:
Nuclear decommissioning trusts:
Equity securities 637 % — $ — $ — $ 637
Debt securities:
Debt securities issued by the U.S. Treasury and other
U.S. government corporations and agencies 56 47 — — 103
Municipal bonds — 121 — — 121
Other securities — 200 — — 200
Total debt securities 56 368 — — 424
Total nuclear decommissioning trusts(2) 693 368 — — 1,061
Commodity contracts not subject to rate recovery — — — 1 1
Commodity contracts subject to rate recovery — 2 87 28 117
Total 693 $ 370 $ 87 $ 29 % 1,179
Liabilities:
Interest rate instruments — $ 48 % — $ — $ 48
Commodity contracts subject to rate recovery 3 10 — 3) 10
Total 3 $ 58 $ — $ 3) % 58
Fair value at December 31, 2013
Level 1 Level 2 Level 3 Netting(1) Total




Assets:
Nuclear decommissioning trusts:
Equity securities $ 614 $ — $ — $ — $ 614
Debt securities:
Debt securities issued by the U.S. Treasury and other

U.S. government corporations and agencies 59 58 — — 117

Municipal bonds — 111 — — 111

Other securities — 153 — — 153

Total debt securities 59 322 — — 381

Total nuclear decommissioning trusts(2) 673 322 — — 995

Commodity contracts not subject to rate recovery — — — 1 1

Commodity contracts subject to rate recovery 1 1 99 29 130

Total $ 674  $ 323 $ 9 $ 30 $ 1,126
Liabilities:

Interest rate instruments $ — $ 55 $ — $ — $ 55

Commodity contracts subject to rate recovery — 12 — — 12

Total $ — $ 67 $ — $ — $ 67

1) Includes the effect of the contractual ability to settle contracts under master netting agreements and with cash collateral, as well as cash collateral not offset.
2) Excludes cash balances and cash equivalents.

RECURRING FAIR VALUE MEASURES - SOCALGAS
(Dollars in millions)
Fair value at September 30, 2014

Level 1 Level 2 Level 3 Netting(1) Total
Assets:
Commodity contracts not subject to rate recovery $ — $ — $ — $ 2 % 2
Commodity contracts subject to rate recovery — 1 — 2 3
Total $ — $ 1 3 — $ 4 3 5
Liabilities:
Commodity contracts subject to rate recovery $ — $ — $ — $ - % —
Total $ — $ — $ — $ — $ —
Fair value at December 31, 2013
Level 1 Level 2 Level 3 Netting(1) Total
Assets:
Commodity contracts not subject to rate recovery $ — $ — $ — $ 2 3 2
Commodity contracts subject to rate recovery 1 — — 2 3
Total $ 1 $ — $ — $ 4 3 5
Liabilities:
Commodity contracts subject to rate recovery $ — $ 1 8 — $ — $ 1
Total $ — $ 1 3 — $ — $ 1

(1) Includes the effect of the contractual ability to settle contracts under master netting agreements and with cash collateral, as well as cash collateral not offset.

Level 3 Information

The following table sets forth reconciliations ¢fanges in the fair value of Congestion Revenue Rif¢fbRRs) classified as Level 3 in the fair value
hierarchy for Sempra Energy Consolidated and SDG&E:

LEVEL 3 RECONCILIATIONS
(Dollars in millions)
Three months ended September 30,

2014 2013
Balance at July 1 $ 85 $ 47
Realized and unrealized gains 3 1
Allocated transmission instruments 9 15
Settlements (10) (6)
Balance at September 30 $ 87 $ 57
Change in unrealized gains or losses relating to
instruments still held at September 30 $ — $ 2
Nine months ended September 30,
2014 2013
Balance as of January 1 $ 99 $ 61
Realized and unrealized gains (losses) 9 2)
Allocated transmission instruments 10 15
Settlements (31) a7
Balance as of September 30 $ 87 $ 57

Change in unrealized gains or losses relating to



instruments still held at September 30 $ — $ 1

SDG&E’s Energy and Fuel Procurement departmergpimjunction with SDG&E's finance group, is respdisifor determining the appropriate fair
value methodologies used to value and classify C&tRan ongoing basis. Inputs used to determinéaihealue of CRRs are reviewed and compared
with market conditions to determine reasonabler@B&&E expects all costs related to CRRs to bewe@ble through customer rates. As such, there is
no impact to earnings from changes in the fair eafithese instruments.

CRRs are recorded at fair value based almost gntirethe most current auction prices publishedhgyCalifornia Independent System Operator
(CAISO), an objective source. The impact associatigd discounting is negligible. Because auctioitgs are a less observable input, these instruments
are classified as Level 3. At September 30, 20&4atiction prices ranged from $(6) per MWh to $12N0&/h at a given location, and the fair value of
these instruments is derived from auction pricéediénces between two locations. At September 303 20e auction prices ranged from $(8) per MWh

to $8 per MWh. Positive values between two locatimepresent expected future reductions in congestiets, whereas negative values between two
locations represent expected future charges. Maluaf our CRRs is sensitive to a change in augpiece. If auction prices at one location increase
(decrease) relative to another location, this coegdilt in a higher (lower) fair value measurem¥v. summarize CRR volumes in Note 7. Realized
gains and losses associated with CRRs are recordeast of Electric Fuel and Purchased Power, whiakcoverable in rates, on the Condensed
Consolidated Statements of Operations. Unrealizéusgand losses are recorded as regulatory asgetmhilities and therefore also do not affect
earnings.

Fair Value of Financial Instruments

The fair values of certain of our financial instremts (cash, temporary investments, accounts ams neteivable, dividends and accounts payablet-shor
term debt and customer deposits) approximate ¢laeiying amounts. Investments in life insurancetiaans that we hold in support of our Supplemental
Executive Retirement, Cash Balance RestoratiorDaidrred Compensation Plans are carried at casérsler values, which represent the amount of
cash that could be realized under the contracts fallowing table provides the carrying amounts &idvalues of certain other financial instrumeats
September 30, 2014 and December 31, 2013:

FAIR VALUE OF FINANCIAL INSTRUMENTS
(Dollars in millions)
September 30, 2014

Carrying Fair Value

Amount Level 1 Level 2 Level 3 Total
Sempra Energy Consolidated:
Total long-term debt (1) $ 12,346 $ — $ 12,626 $ 873 % 13,499
Preferred stock of subsidiary 20 — 23 — 23
SDG&E:
Total long-term debt (2) $ 4,463 $ — $ 4,463 $ 427 % 4,890
SoCalGas:
Total long-term debt (3) $ 1,913 $ — $ 2053 $ — $ 2,053
Preferred stock 22 — 24 — 24

December 31, 2013

Carrying Fair Value

Amount Level 1 Level 2 Level 3 Total
Sempra Energy Consolidated:
Total long-term debt (1) $ 12,022 $ — $ 11,925 % 751 $ 12,676
Preferred stock of subsidiary 20 — 20 — 20
SDG&E:
Total long-term debt (2) $ 4,386 $ — $ 4,226  $ 335 % 4,561
SoCalGas:
Total long-term debt (3) $ 1,413 $ — $ 1,469 $ — $ 1,469
Preferred stock 22 — 22 — 22
(1) Before reductions for unamortized discount (net of premium) of $21 million and $17 million at September 30, 2014 and December 31, 2013, respectively, and

excluding build-to-suit and capital leases of $300 million and $195 million at September 30, 2014 and December 31, 2013, respectively, and commercial paper
classified as long-term debt of $200 million at December 31, 2013. We discuss our long-term debt in Note 6 above and in Note 5 of the Notes to Consolidated
Financial Statements in the Annual Report.

2) Before reductions for unamortized discount of $10 million and $11 million at September 30, 2014 and December 31, 2013, respectively, and excluding capital leases
of $235 million and $179 million at September 30, 2014 and December 31, 2013, respectively.
?3) Before reductions for unamortized discount of $7 million and $4 million at September 30, 2014 and December 31, 2013, respectively, and excluding capital leases of

$2 million at December 31, 2013.

We base the fair value of certain long-term delot preferred stock on a market approach using quuoggtdtet prices for identical or similar securities
thinly-traded markets (Level 2). We value othergdgarm debt using an income approach based ornréiseipt value of estimated future cash flows
discounted at rates available for similar secigifleevel 3).

We provide the fair values for the securities helthe nuclear decommissioning trust funds relae8ONGS in Note 9 below.



Non-Recurring Fair Value Measures — Sempra Energy Consolidhte
Energia Sierra Juare

In July 2014, Sempra Mexico completed the sale&f-percent interest in the 155-MW first phaset®@tnergia Sierra Juarez wind project to a wholly
owned subsidiary of InterGen N.V. for cash proce&db24 million, net of $2 million cash sold, asdissed in Note 3 above. Sempra Mexico
recognized a pretax gain on the sale of $19 mili# million after-tax). Upon deconsolidation, @quity method investment in Energia Sierra Juarez
was measured at fair value, which resulted in enflifon after-tax gain attributable to a remeasueaiof the retained investment to fair value. Téie f
value measurement was based on the cash sale®p#i2é million paid by InterGen N.V., a nonrelateaity and market participant. Use of this market
participant input as the indicator of fair valuaitevel 2 measurement in the fair value hierarchy.

NON-RECURRING FAIR VALUE MEASURES — SEMPRA ENERGY CONSOLIDATED
(Dollars in millions)

Estimated Fair
Fair Value % of Fair Value Range of
Value Valuation Technique Hierarchy Measurement Inputs Used to Develop Measurement Inputs
Investment in
Energia Sierra
Juérez $ 26(1) Market approach Level 2 100% Equity sale offer price 100%
(1) At measurement date of July 16, 2014.

NOTE 9. SAN ONOFRE NUCLEAR GENERATING STATION (SONGS)

SDG&E has a 20-percent ownership interest in SONGQ®jiclear generating facility near San Clemenédif@nia, which ceased operations in June
2013. On June 6, 2013, Southern California Edisom@any (Edison), the majority owner and operatd8ONGS, notified SDG&E that it had reache
decision to permanently retire SONGS and seek appfmom the Nuclear Regulatory Commission (NRC}tart the decommissioning activities for the
entire facility. SONGS is subject to the jurisdictiof the NRC and the CPUC.

SDG&E, and each of the other owners, holds itsviddd interest as a tenant in common in the prgp&dch owner is responsible for financing its
share of expenses and capital expenditures. SDGsgtizge of operating expenses is included in SefEpeagy’s and SDG&E's Condensed
Consolidated Statements of Operations.

SONGS Outage and Retireme
Backgrounc

As part of the Steam Generator Replacement Pr(€&RP), the steam generators were replaced in SON®ES 2 and 3, and the Units returned to
service in 2010 and 2011, respectively. Both Uwitse shut down in early 2012 after a water leakuoed in the Unit 3 steam generator. Edison
concluded that the leak was due to unexpected fr@artube-totube contact. At the time the leak was identifiédison also inspected and tested Ur
and subsequently found unexpected tube wear in2kgteam generators. In March 2012, in respam$ieet shutdown of SONGS, the NRC issued a
Confirmatory Action Letter (CAL) which, among othhings, outlined the requirements for Edison tenhimfore the NRC would approve a restart of
either of the Units.

In October 2012, Edison submitted a restart plahéd\NRC proposing to operate Unit 2 at a reduaedep level for a period of five months, at which
time the Unit would be brought down for furtherpestion. Edison did not file a restart plan for t&ipending further inspection and analysis ofwha
repairs or modifications would be required to rettive Unit to service in a safe manner. The NRC mgaiewing the restart plan for Unit 2 proposed by
Edison when in May 2013, the Atomic Safety and h&rg Board (ASLB), an adjudicatory arm of the NRG@ncluded that the CAL process constitt

a de facto license amendment proceeding that wgsauo a public hearing. This conclusion by tHelL8 resulted in further uncertainty regarding w

a final decision might be made on restarting Unit 2

The replacement steam generators were designepgravided by Mitsubishi Heavy Industries, Ltd., Mitsshi Nuclear Energy Systems, Inc., and
Mitsubishi Heavy Industries America, Inc. (colleetily MHI). In July 2013, SDG&E filed a lawsuit agat MHI seeking to recover damages SDG&E
has incurred and will incur related to the desigfedts in the steam generators. In October 2018pRdnstituted arbitration proceedings against MHI
seeking damages as well. We discuss these progsadiNote 11.

Pending Settlement Agreement to Resolve the CI's Order Instituting Investigation (Oll) into the SONGS @age (SONGS Oll)
SONGS Oll

In November 2012, in response to the outage, tHéCBsued the SONGS Oll, pursuant to Californialieulitilities’ Code Section 455.5, which
applies to cost recovery issues resulting from {t@rgn outages of operating assets. The SONGS @Hatmlated most SONGS outagsated issues in



a single proceeding. The SONGS Oll, among otheg#idesignated all revenues associated with tlesiment in, and operation of, SONGS since
January 1, 2012 as subject to refund to custorpergjing the outcome of all phases of the proceedihng SONGS Ol proceeding is also intended to
determine the ultimate recovery of the investmar8ONGS and the costs incurred since the commemtashthis outage, including purchased
replacement power costs, which are typically recesd¢hrough the Energy Resource Recovery AccouRR{E). We provide additional information on
the SONGS Oll in Notes 13 and 15 of the Notes tngotidated Financial Statements in the Annual Repor

Entry Into Settlement Agreeme

Pursuant to CPUC rules concerning settlements, SB&ison, The Utility Reform Network (TURN), antiet CPUC Office of Ratepayer Advocates
(ORA) held a settlement conference in March 201disouss the terms to resolve the SONGS Oll, artpiil 2014, SDG&E, along with Edison,
TURN, ORA and two other intervenors who joined Settlement Agreement to the SONGS OII proceedinfigctively, the Settling Parties), filed a
Settlement Agreement with the CPUC. On Septemb2054, the CPUC issued a ruling proposing speckiamges that included, as they relate to
SDG&E, greater ratepayer benefit from third paxgtaecoveries, funding of a 5-year research progmareduce greenhouse gas emissions at a
shareholder cost of $1 million per year, and eghating of future refinance savings.

On September 23, 2014, the Settling Parties exé@rteAmended and Restated Settlement AgreementridedeSettlement Agreement), which
incorporates the terms of a Settlement Amendmethteiftects changes to adopt all the modificatioms earifications requested in the ruling issued on
September 5, 2014. On October 9, 2014, the CPUdsa proposed decision (SONGS PD) approving therlad Settlement Agreement. We
anticipate a final decision by the CPUC by the eha014.

If the SONGS PD is ultimately approved by the CPth@,Amended Settlement Agreement will constitutemplete and final resolution of the SON
Oll and related CPUC proceedings regarding the SBRFONGS and the related outage and subsequddbsiiuof SONGS. The Amended Settlem
Agreement does not affect on-going or future prdoegs before the NRC, or litigation or arbitratiaiated to potential future recoveries from third

parties (except for the allocation to ratepayeranyf recoveries as described below) or proceediddsessing decommissioning activities and costs.

The Settling Parties have agreed to exercise Iiesir efforts to obtain CPUC approval. However Ahgended Settlement Agreement is subject to
termination by any of the Settling Parties if CPBIgproval has not been issued before December 23, 20d there is no assurance that one or more of
the Settling Parties won't do so.

The following is a summary of the Amended Settlenfgreement as it relates to SDG&E.
Disallowances, Refunds and Rate Recove
If the Amended Settlement Agreement is approvegra@gosed in the SONGS PD, SDG&E will

= remove from rate base, as of February 1, 201)\tsstment in the SGRP and refund to its custorter&mount collected for its investment in
any return on its investment in the SGRP since slath. As of February 1, 2012, SDG&Hlet book value in the SGRP was approximately
million;

= be authorized to recover in rates its remaininggegtment in SONGS, including base plant and consdruevork in progress (CWIP), genere
over a te-year period commencing February 1, 2012, togetligr awreturn on investment at a reduced rate egu

o SDG&E's weighted average return on debt, |
o 50 percent of SDG&E’s weighted average return oefgored stock, as authorized in the CP8¥Cost of Capital proceeding then in ef
(collectively, SONGS rate of return or SONGS RC

This results in a SONGS ROR of 2.75 percent forpiieod from February 1, 2012 through Decembe2812 and 2.35 percent
for the period from January 1, 2013 through Decar8fie 2014. The SONGS ROR for future periods viitfuate based on
SDG&E's authorized weighted average returns on dettpreferred stock in effect for those futurdquts;

= be authorized to recover in rates its recorded 28Ii® 2013 operations and maintenance expensesiditioa, SDG&E will be authorized
recover in rates the recorded costs for the 20fL@liag outage of Unit 2, subject to customary m@micly review.

= be required to file an application in 2015 to remoin rates its 2014 recorded operation and maémes expenses and noperating operatiol
and maintenance expens

= be authorized to recover in rates its remainingatment in materials and supplies over aytear period commencing February 1, 2012, tog
with a return on investment at the SONGS R

= be authorized to recover in rates its remaining&tment in nuclear fuel inventory and any costsrirex, or to be incurred, associated with nut
fuel supply contracts over a -year period, together with a return equal to SD(s commercial paper borrowing ra

= be authorized to recover in rates through its &mel purchased power balancing account (ERRA), sutgehe normal CPUC compliance revie
all costs incurred to purchase power in the matieateplace the power that would have been genemtef)lONGS if not for the outage ¢
shutdown of SONGS, and to recover by December 815 Z2ny SONGS-related ERRA undercollections. SDG&tEplacement power purch
costs through June 6, 2013 (the date of SON@®ement) were approximately $165 million, usthg methodology followed in the SONGS (
and

= have a fiveyear funding commitment of $1 million per year tetUniversity of California (UC) Energy Instituter(other existing UC enti
engaged in energy technology development) to cre®esearch Development and Demonstration progsmose goal would be to deploy n



technologies, methodologies, and /or design maifins to reduce greenhouse gas (GHG) emissions;arly at current and future general
plants in California. This term was a modificatisuggested by the CPU

Potential Third Party Recoveri¢

The Amended Settlement Agreement also addressepobi@ntial recoveries from third parties will bébabted between ratepayers and SDG&E, as we
describe below.

As we discuss in more detail in Note 11, SDG&E #relother owners of SONGS carry accidental propgaitpage and accidental outage insurance
issued by Nuclear Electric Insurance Limited (NEl&)mutual insurance company. Edison, on behatgelf and the other minority owners in SONGS
(including SDG&E), has placed NEIL on notice ofioda under both policies. Under the Amended SettfemAgreement, recoveries from NEIL, if any,
will first be applied to reimburse costs incurradpursuing such recoveries, including litigatiorstso To the extent SDG&E'’s share of recoveries from
NEIL attributable to the NEIL accidental outageipplexceeds such costs, recoveries will be allac@tepercent to ratepayers and 5 percent to SD(
To the extent SDG&E’s share of recoveries from piMEIL policies (such as the accidental propertsndge policy) exceeds such costs, recoveries will
be allocated 82.5 percent to ratepayers and 1Tcepeto SDG&E.

As we discuss in more detail in Note 11, SDG&E filagl a lawsuit against MHI, which designed andyided the steam generators that failed. This
proceeding was stayed in favor of an arbitratiavcpeding instituted by Edison. Under the Amendetie®eent Agreement, recoveries from MHI, if
any, will first be applied to reimburse costs imewdrin pursuing such recoveries, including litigatcosts. To the extent SDG&E’s share of recoveries
from MHI exceeds such costs, they will be allocdi@dpercent to SDG&E and 50 percent to ratepayers.

The Amended Settlement Agreement provides forelelution of the claims with NEIL and the disputéwMHI without requiring CPUC approval, k
requires that Edison and SDG&E:

= use their best efforts to inform the CPUC of antflements or resolutions of the issues to the éxgensible without compromising any aspec
such settlements or resolutions,

= allow the CPUC to review documentation of final alesion of thirdparty litigation and litigation costs to ensure tthiae ratepayer reful
calculations are accurately calculated and thalitigation costs are not exorbitant in relatiorthe recovery obtaine:

There is no assurance that there will be any regewéom NEIL or MHI or that if there are recovesi that they will exceed the costs incurred tepar
them. Were there to be recoveries, SDG&E cannatigecany assurance as to when they would be ret@ivéhe amount of any such recoveries.
SDG&E currently expects that NEIL will make a covge determination regarding the accidental outadjeypin the first quarter of 2015.

The Amended Settlement Agreement also provides SB@&h an incentive in the event proceeds are sgtfrom the sale of materials and supplies
and/or nuclear fuel, as well as in the event thiatear fuel investments are reduced by contraatelitions. This incentive allows SDG&E to retain 5
percent of its proportionate share of any salesg®ds and to recover 5 percent of its proportiosladgee of the excess of cancelled contract obtigati
over cancellation costs. The balance of the salegads and cancellation benefits would be creditedtepayers.

Accounting and Financial Impac

As a result of the execution of the Amended Setletv\greement by the Settling Parties and the iestiaf the SONGS PD by the CPUC, SDG&E has
concluded that the probable outcome of the SONQG$s@he approval and implementation of the Amen8ettlement Agreement, although such
outcome is dependent on final approval by the CPUC.

As disclosed in Note 13 of the Notes to Consolid&mancial Statements in the Annual Report, SDG&forted a pretax loss from plant closure of
$200 million ($119 million after-tax) in the secoqdarter of 2013 as a result of its initial assemsnof the financial impact of the outcome of the
SONGS Oll proceeding. As a result of entering thi® Settlement Agreement in the first quarter f2EDG&E recorded a $13 million reduction to
the pretax loss from plant closure, but a $9 milliecrease in the after-tax loss from plant clostire after-tax loss includes a $17 million chage
reduce certain tax regulatory assets which mayngdr be recoverable in rates pursuant to theeBettit Agreement. After adjustment for the Amen
Settlement Agreement, SDG&E's total loss from pleosure, including amounts previously recorde80d 3, is $187 million pretax ($128 million after-
tax). A regulatory asset for the expected recoediFONGS costs, consistent with the Amended SettiérAgreement, is recorded on the Condensed
Consolidated Balance Sheets of Sempra Energy a@REDn Other Regulatory Assets (long-term). The amtoof this regulatory asset is $192 million
as of September 30, 2014. The impact of the madifios and clarifications in the Amended Settlenfggrieement on the regulatory asset was recorded
in the third quarter of 2014 and was not material.

Assuming the Amended Settlement Agreement is agahocand except for the impact of the amount anthgrof any potential future recoveries from
third parties, which SDG&E cannot estimate at tiiee, SDG&E does not expect that implementatiothefAmended Settlement Agreement will ha
material adverse impact on its future results afrapons or financial condition.

Procedure

Under the Amended Settlement Agreement, the Sgtflrties are required to use their best effortbtain CPUC approval. In April 2014, the Settling
Parties filed a Motion requesting the CPUC to:

= approve the Settlement Agreement without cha



= find the Settlement Agreement reasona
= withdraw the November 19, 2013 Proposed DecisioRlmase 1 and Phase 1A issues in the SONGS Ol
- expedite consideration of the Settlement Agreerimeatder to provide its benefits to ratepayersamsas possible

Subject to the right of any settling party to temate the Amended Settlement Agreement if it isapptroved by the CPUC by December 23, 2014, the
Settling Parties are further bound to:

= support and mutually defend the Amended SettlerAgreéement in its entiret)
= oppose any modifications proposed by any-settling party to the SONGS Oll unless all Settlifeyties agree; ar
= cooperate reasonably on all submissions necessaghieve CPUC approv:

The Settling Parties further agree to review anWCRrders regarding the Amended Settlement Agreetoatetermine if the CPUC has changed or
modified it, deleted a term or imposed a new tdfrany Settling Party is unwilling to accept anycbwhange, modification, deletion or addition afeay
term, then the Settling Parties will negotiate @od faith to seek a resolution acceptable to dlliSg Parties. If they are unable to resolve thatar to
the satisfaction of all Settling Parties, or toabtprompt CPUC approval of an agreed upon resoluthen any Settling Party can terminate the
Amended Settlement Agreement upon prompt notice.

Pursuant to the CPUC's rules, no settlement becduimeling unless the CPUC approves the settlemesgdan a finding that it is reasonable in light of
the whole record, consistent with law, and in thbljz interest. The CPUC has discretion to appravéisapprove a settlement, or to condition its
approval on changes to the settlement, which thiieganay accept or reject. CPUC rules do not pl@¥or any fixed time period for the CPUC to ac
the SONGS PD.

Unless and until the CPUC approves the AmendedeSetht Agreement as proposed in the SONGS PD, taerde no assurance that the SONGS Oll
proceeding will provide for recoveries as curremtfimated by SDG&E in accordance with the Amersetilement Agreement, including the recovery
of costs recorded as a regulatory asset, or teaCBiJC will not order refunds to customers abowséhcontemplated by the Amended Settlement
Agreement. Therefore, the regulatory asset of $lion in Other Regulatory Assets (long-term) dve tCondensed Consolidated Balance Sheets of
Sempra Energy and SDG&E at September 30, 2014detatthe SONGS plant closure could be subjeatrthér change based upon future
developments and the application of SDG&E’s judghnterthose events.

NRC Proceeding:

In December 2013, Edison received a final NRC Inpr Report that identified a violation for theldae to verify the adequacy of the thermal-
hydraulic and flow-induced vibration design of teit 3 replacement steam generators. In Januarg,Zdison provided a response to the NRC
Inspection Report stating that MHI, as contractgdetison to prepare the SONGS replacement steaeraten design, was the party responsible for
validating the design of the steam generators.

In addition, the NRC issued an Inspection RepoMkt containing a Notice of Nonconformance forfiwed computer modeling in the design of the
replacement steam generators.

Because SONGS has ceased operation, NRC inspewtosight of SONGS will now be continued througd MRC’s Decommissioning Power Reactor
Inspection Program to verify that decommissioniotivities are being conducted safely, that speet it safely stored onsite or transferred to anothe
licensed location, and that the site operationsliaedsee termination activities conform to appiearegulatory requirements, licensee commitmemnd
management controls.

Nuclear Decommissioning and Fundin

As a result of Edison’s decision to permanentlireeSBONGS Units 2 and 3, Edison has begun the dedssioning phase of the plant. The process of
decommissioning a nuclear power plant is governethé regulations of various governmental and o#fgencies, including but not limited to, those of
the NRC, the U.S. Department of the Navy (the lawder) and the CPUC. The NRC regulations genecaltggorize the decommissioning activities
three phases: initial activities, major decommisgig and storage activities, and license termimatioitial activities include providing notice of
permanent cessation of operations (provided bydedis the NRC on June 12, 2013) and notice of peemizremoval of fuel from the reactor vessels
(provided by Edison on June 28 and July 22, 20t ®Jfdts 3 and 2, respectively). Within two yearteathe cessation of operations, the licensee
(Edison) must submit a post-shutdown decommissgpattivities report (PSDAR), an irradiated fuel ragement plan (IFMP) and a site-specific
decommissioning cost estimate (DCE). Edison subthi#ach of the PSDAR, the IFMP and the DCE to tRE€N September 2014.

In accordance with state and federal requirememds@gulations, SDG&E has assets held in truststredl to as the Nuclear Decommissioning Trusts
(NDT), to fund decommissioning costs for SONGS Bdit 2 and 3. At September 30, 2014, the fair vafu@DG&E’'s NDT assets was $1.1 hillion.
Except for the use of funds for the planning ofaiemissioning activities or NDT administrative cosE$UC approval is required for SDG&E to access
the NDT assets to fund SONGS decommissioning clystsebruary 2014, SDG&E filed a request with tHeUT for such authorization for costs
incurred in 2013. Until CPUC approval to accessNIDE to pay for such costs is received, SDG&E wik working capital to pay for any SONGS
Units 2 and 3 decommissioning costs incurred, aioth &xpenditures will be reimbursed from the NDDuphat approval.



SDG&E currently anticipates a decision regardisgability to use the monies in the NDT by the eh@@i14.

SDG&E and Edison have a joint application pendirithhthe CPUC requesting continued rate recoverfyma the NDT to ensure that the NDT has
sufficient funding to pay for the estimated costletommissioning SONGS. SDG&E is currently authedimo recover $8 million annually to fund
additional investments in the NDT. In its pendimgkcation with the CPUC, SDG&E is requesting toaeer $16 million on an annual basis to fund
additional investments in the NDT. We expect a sleai on this application by the end of 2014.

On September 5, 2014, the NRC approved Edison’suaep2014 request (made on behalf of SONGS co-msyifier exemptions from various federal
decommissioning requirements. The approved exemppoovide NRC approval for SONGS co-owners toNiB& funds for all types of
decommissioning activity costs, including fuel mgement and site restoration costs. As noted alhmweever, CPUC approval to access the NDT to
pay for such costs is still required for the SONE&Swners to use NDT funds.

Edison’s submission of the PSDAR and the DCE int&aper 2014 allows the SONGS co-owners to commerajer decommissioning activities, and
submission of the DCE provides the NRC authorizetay the SONGS co-owners to access the majorithef decommissioning trust funds, both
starting 90 days after the NRC receives the doctsnenless the NRC staff raises objections. Nodtigjes have been received to date.

Nuclear Decommissioning Trust

The amounts collected in rates for SONGS’ deconipngigg are invested in externally managed trustdéurmounts held by the trusts are invested in
accordance with CPUC regulations. CPUC approvadsiired for SDG&E to access the NDT assets to S@0NGS decommissioning costs. These
trusts are shown on the Sempra Energy and SDG&El€@wmed Consolidated Balance Sheets at fair valiletiag offsetting credits recorded in
Regulatory Liabilities Arising from Removal Obligans.

The following table shows the fair values and gnasealized gains and losses for the securitie$ihghe trust funds:

NUCLEAR DECOMMISSIONING TRUSTS
(Dollars in millions)

Gross Gross Estimated
Unrealized Unrealized Fair
Cost Gains Losses Value

At September 30, 2014:
Debt securities:

Debt securities issued by the U.S. Treasury and other

U.S. government corporations and agencies(1) $ 99 $ 4 $ — $ 103

Municipal bonds(2) 114 7 — 121

Other securities(3) 198 6 4) 200
Total debt securities 411 17 4) 424
Equity securities 212 427 2) 637
Cash and cash equivalents 26 — — 26
Total $ 649 $ 444 $ (6) $ 1,087
At December 31, 2013:
Debt securities:

Debt securities issued by the U.S. Treasury and other

U.S. government corporations and agencies $ 116 $ 3 $ 2) $ 117

Municipal bonds 110 2 1) 111

Other securities 155 3 (5) 153
Total debt securities 381 8 (8) 381
Equity securities 207 409 2) 614
Cash and cash equivalents 39 — — 39
Total $ 627 $ 417 $ (10) $ 1,034

(1) Maturity dates are 2016-2060
2) Maturity dates are 2014-2062
3) Maturity dates are 2014-2096

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

SALES OF SECURITIES
(Dollars in millions)

Three months ended September 30, Nine months ended September 30,

2014 2013 2014 2013
Proceeds from sales(1) $ 148 $ 181 $ 498 $ 507
Gross realized gains 5 2 9 13
Gross realized losses 3) (8) (8) (15)

(1) Excludes securities that are held to maturity.

Net unrealized gains (losses) are included in Regny Liabilities Arising from Removal Obligatioms Sempra Ener¢s and SDG&E’s Condensed



Consolidated Balance Sheets. We determine theo€sstcurities in the trusts on the basis of spedaifentification.

We provide additional information about SONGS inté&1.

NOTE 10. CALIFORNIA UTILITIES' REGULATORY MATTERS

We discuss regulatory matters affecting our Catif@tUtilities in Note 14 of the Notes to ConsoligdtFinancial Statements in the Annual Report, and
provide updates to those discussions and detadlayphew matters below.

JOINT MATTERS

CPUC General Rate Case (GRC)

The CPUC uses a general rate case proceedinggpqutively set rates sufficient to allow the Catlifia Utilities to recover their reasonable cost of
operations and maintenance and to provide the @by to realize their authorized rates of retamtheir investment. In May 2013, the CPUC
approved a final decision (Final GRC Decision)hia California Utilities’ 2012 GRC. The Final GRC @sion was effective retroactive to January 1,
2012, and SDG&E and SoCalGas recorded the cumelatimings effect of the retroactive applicatiothef Final GRC Decision of $69 million and ¢
million, respectively, in the second quarter of 20Eor SDG&E and SoCalGas, respectively, these amsadncluded an incremental earnings impact of
$52 million and $25 million related to 2012 and $tiflion and $12 million related to the first quartof 2013.

The amount of revenue associated with the retreagigriod is being recovered in SDG&E’s rates @v28-month period beginning in September 2013,
and in SoCalGas' rates over a Bibnth period beginning in June 2013. At SeptemBef814, SDG&E reported on its Condensed ConselitiBalanc
Sheet $203 million as a regulatory asset, with i®dlion classified as noncurrent, representingrétteoactive revenue from the Final GRC Decision to
be recovered by SDG&E in rates through Decembeb 281 September 30, 2014, SoCalGas reported dbatslensed Consolidated Balance Sheet a
regulatory asset of $65 million, with $13 millios aoncurrent, representing the retroactive revémune the Final GRC Decision to be recovered ingate
through December 2015.

The California Utilities filed their Notices of lant (NOI) for the 2016 General Rate Case (2016 GRQyly 2014. These NOIs included preliminary
applications that propose revenue requirement &sa® of $168 million and $290 million for SDG&E aBdCalGas, respectively, over their 2015
revenue requirements. As included in the NOI, ti@sposed increases in revenue requirements wesldtrin a 0.9 percent increase in SDG&E's
system average electric rate and 0.5 percent &nplescent increases in SDG&E’s and SoCalGas’ sysiesrage gas rates, respectively. In September
2014, the CPUC staff completed its review of theldN@he CPUC staff found them in compliance wite @ommission’s rate case plan and
recommended that the NOlIs be accepted. Accordi®ING&E and SoCalGas expect to file their officipplications in the fourth quarter of 2014,
including a request for a final decision on eackhefapplications in late 2015, with changes iesab become effective on January 1, 2016.

We provide additional information regarding the 2@RC in Note 14 of the Notes to Consolidated FaerStatements in the Annual Report.

Natural Gas Pipeline Operations Safety Assessmi

Various regulatory agencies, including the CPU@,evaluating natural gas pipeline safety regulatipnactices and procedures. In February 2011, the
CPUC opened a forward-looking rulemaking proceedingxamine what changes should be made to exigipaiine safety regulations for California
natural gas pipelines. The California Utilities aaaties to this proceeding.

In June 2011, the CPUC directed SoCalGas, SDG&REFPend Southwest Gas to file comprehensive impldgatem plans to test or replace natural
transmission pipelines located in populated areaisitave not been pressure tested. The Califortilitids filed their Pipeline Safety Enhancemenrai®|
(PSEP) with the CPUC in August 2011.

In April 2012, the CPUC transferred the PSEP toTthiennial Cost Allocation Proceeding (TCAP) andhawized SDG&E and SoCalGas to establish
regulatory accounts to record the incremental aofsitsitiating the PSEP prior to a final decision the PSEP.

Also in April 2012, the CPUC issued a decision exgiag the scope of the rulemaking proceeding toriparate the provisions of California Senate Bill
(SB) 705, which requires gas utilities to develop amplement a plan for the safe and reliable dpmraf their gas pipeline facilities. SDG&E and
SoCalGas submitted their pipeline safety plansime012. The CPUC decision also orders the eslitd undergo independent management and
financial audits to assure that the utilities aréyfmeeting their safety responsibilities. The GP& Safety and Enforcement Division will select the
independent auditors and will oversee the auditscifedule for the audits has not been establishddkecember 2012, the CPUC issued a final decision
accepting the utilities’ pipeline safety plansdilpursuant to SB 705.

In June 2014, the CPUC issued a final decisiohénltCAP proceeding addressing SDG&E’s and SoCalB8EP. Specifically, the decision:

= approved the utiliti€ model for implementing PSEI



- approved a process, including a reasonablenessweto determine the amount that the utilities Wwal authorized to recover from ratepayer:
the interim costs incurred through the date offih& decision to implement PSEP, which are recdritethe regulatory accounts authorized by
CPUC as noted abov

= approved balancing account treatment, subjectréasonableness review, for incremental costs ye¢ tacurred to implement PSEP; ¢
= established the criteria to determine the amounatswould not be eligible for cost recovery, indhgl

O certain costs incurred or to be incurred searcfongipeline test record:

o the cost of pressure testing pipelines installéer afuly 1, 1961 for which the company has not tbsufficient records of testing, a

o any undepreciated balances for pipelines instalfeat 1961 that were replaced due to insufficierduinentation of pressure testil

As a result of this decision, SoCalGas recordedftar-tax earnings charge of $5 million for costsurred in prior periods for which SoCalGas was
disallowed recovery. After taking the amounts dsaéd for recovery into consideration, as of Seften80, 2014, SDG&E and SoCalGas have
recorded PSEP implementation costs of $0.2 mikind $47 million, respectively, in the CPWDthorized regulatory account. In October 2014, &B(
and SoCalGas filed a request with the CPUC foraitthto recover from customers PSEP costs as iadyprior to a reasonableness review by the
CPUC.

In July 2014, the ORA and TURN filed a joint apglion for rehearing of the CPUC’s June 2014 firetision. The ORA and TURN allege that the
CPUC made a legal error in directing that ratepayot shareholders, be responsible for the cestscéated with testing or replacing transmission
pipelines that were installed between January 86 Ehd July 1, 1961 for which the California Utd# do not have a record of a pressure test. Iy ear
August 2014, the California Utilities filed theresponse to the application for rehearing objedtinpe assertions by the ORA and TURN. The CPUC is
not obligated to act on the application for rehegudy a certain date. The California Utilities aomtinuing to implement PSEP in accordance with the
June 2014 decision.

We provide additional information regarding theskemaking proceedings and the California UtilitieSEP in Note 14 of the Notes to Consolidated
Financial Statements in the Annual Report.

Southern Gas System Reliability Proje

In December 2013, SoCalGas and SDG&E filed a japplication with the CPUC seeking authority to nezrathe full cost of the Southern Gas System
Reliability Project. Also known as the North-So@hs Project, the project will enhance reliabilitythe southern portions of the utilities’ integhtgas
transmission system (Southern System). We estithateost of the project to be between $800 miltm$850 million. Based on the CPUC schedule
provides for a draft decision in mid-2015, we aptite a final CPUC decision by the end of 2015 tliedproject to be in service, subject to
environmental permitting, by the end of 2019. Wevjte additional information about the project intBl 14 of the Notes to Consolidated Financial
Statements in the Annual Report.

Utility Incentive Mechanisms

The CPUC applies performance-based measures agtivee mechanisms to all California investor-ownditities, under which the California Utilities
have earnings potential above authorized base nsifgihey achieve or exceed specific performamzbaperating goals.

We provide additional information regarding theseeintive mechanisms in Note 14 of the Notes to Glateted Financial Statements in the Annual
Report, and below.

Natural Gas Procuremet

In August 2014, the CPUC issued a final decisigoraying SoCalGas’ application for a gas cost insenmechanism (GCIM) award of $5.8 million for
natural gas procured for its core customers dufiegl2-month period ending March 31, 2013. In RO®4, SoCalGas filed an application with the
CPUC for approval of a $13.7 million GCIM award foatural gas procured for its core customers dutiegl2-month period ending March 31, 2014.
SoCalGas expects a final CPUC decision in the fiadft of 2015.

Energy Efficienc
In June 2014, SoCalGas and SDG&E filed adviceretiequesting awards of $5.8 million and $7.6 wrillirespectively, based on their performance on
energy efficiency programs during program years228xid 2013. Of these amounts, SoCalGas and SDG&Eeaking initial 2013 program awards of

$1.5 million and $2.5 million, respectively, ankiag that any necessary adjustment to the 2013dsAze made in 2015 after completion of the CRUC’
audit. We expect a resolution by the end of theseéaguarter of 2015.

SDG&E MATTERS



SONGS

We discuss regulatory and other matters relat&OINGS in Note 9.

Power Procurement and Resource Planni
Cleveland National Forest Transmission Projects

SDG&E filed an application with the CPUC in Octol2€r12 for a permit to construct various transmissi&placement projects in and around the
Cleveland National Forest (CNF). The proposed ptejwill replace and firdtarden five existing transmission lines at an esti cost of between $4
million and $450 million. As directed by the CPUEDG&E filed an amended application in June 2018rtvide notice of certain alternatives proposed
by the U.S. Forest Service (USFS) in connectioh 8iIDG&E's request for a Master Special Use Permi8(P). USFS approval of the MSUP will
establish land rights and conditions for SDG&E’'atimued operation and maintenance of facilitiested within the CNF. CPUC approval is not
required for the MSUP, even though constructiothefprojects is subject to review by both the U8R& CPUC. A draft environmental report
(EIR/EIS), developed jointly by the CPUC and US#@s issued in September 2014 and a final EIR/E&pected in early 2015. SDG&E currently
expects a CPUC decision approving the transmigsiojects in the first half of 2015 and then expeltsvarious phases of this project to be placed in
service starting in 2016 and continuing throughehd of the project in 2019.

Sycamore-Pefiasquitos Transmission Project

In March 2014, the CAISO selected SDG&E, as a tesfud competitive bid process, to construct thea®yore-Pefiasquitos 230-kilovolt (kV)
transmission project, which will provide a 16.7-enifansmission connection between SDG&E'’s Sycar@argyon and Pefiasquitos substations. In July
2014, the CPUC notified SDG&E that the applicatiequesting a Certificate of Public Convenience ldedessity (CPCN) to construct the line, which
was filed with the CPUC in April 2014, is compleTéhe estimated $120 million to $150 million projeas identified by the CAISO and a state task
force as necessary to ensure grid reliability gitrenclosure of SONGS. The project will also sdéovetrengthen renewable energy infrastructureén th
region. SDG&E expects a CPUC decision approvingptiogect in the first half of 2016, with the linggected to be in service in mid-2017.

South Orange County Reliability Enhancement

SDG&E filed an application with the CPUC in May 20fbr a CPCN to construct the South Orange CoumtiaRility Enhancement project. The
purpose of the project is to enhance the capanityreliability of SDG&E’s electric service to thewgh Orange County area. The proposed project
primarily includes replacing and upgrading apprecediety eight miles of transmission lines and relingdand upgrading a substation at an existing site.
SDG&E expects a draft environmental report to lseesl by the end of 2014 and a final CPUC decispgmaving the estimated $400 million to $500
million project in 2015. SDG&E obtained approvat the project from the CAISO in May 2011. As thejpct is planned in phases, SDG&E currently
expects the entire project to be in service in 2019

South Bay Substation and Relocation Project

SDG&E filed an application in 2010 with the CPUGQ #opermit to construct a new substation, the Bayl®vard substation, to replace the aging and
obsolete South Bay substation to accommodate rab@rergy demands. The existing substation williémolished when the Bay Boulevard substation
has been constructed, energized and all transmifisis have been transferred. In October 2013C#EC approved SDG&E'’s permit to construct the
Bay Boulevard substation at SDG&E's proposed 3Jite project, estimated at $145 million to $175 iwi| will replace the existing 138/69-kV
substation with the new 230/69/12-kV Bay Boulevsutistation. In March 2014, the California Coastain@hission approved the project, subject to
certain additional environmental enhancements. SB@&Sin the process of obtaining the remaining apals and permits required to begin
construction. SDG&E currently expects the projedbe in service in 2017.

Federal Energy Regulatory Commission (FERC) Formulaic Rad¥atters

In February 2013, SDG&E submitted its Electric Tanission Formula Rate (TO4) filing with the FERGst the rate making methodology and rate of
return for SDG&E’'s FERGegulated electric transmission operations andisi$sethe period beginning September 1, 2013.filimg proposed a FER!
ROE of 11.3 percent and requested: 1) rates tetswmdined by a base period of historical costsaafatecast of capital investments and 2) a true-up
period similar to balancing account treatment ibatesigned to provide SDG&E earnings of no more ram less than its actual cost of service including
its authorized return on investment. In June amg 201 3, the FERC issued orders accepting thegfilsubject to refund, and established settlement an
hearing procedures, with rates being effectivef&0a3.

On January 31, 2014, SDG&E filed an uncontestedirpatty settlement at the FERC regarding the Tidgf The settlement, approved by FERC in
May 2014, will be in effect through December 31120is subject to a one-time right of terminatignamy party, and established a 10.05 percent ROE.
SDG&E also has the right to file for any ROE indees that might apply under FERC rules. SDG&E'stdelequity ratio will be set annually based on
the actual ratio at the end of each year.

Energy Resource Recovery Account (ERF

The ERRA is the regulatory balancing account tHaG&E uses to recover the electric fuel and purctigsmver costs it incurs to provide energy to its
bundled service customers. SDG&E files an apphcatiith the CPUC each year to establish the ERR&mae requirement needed for the following



calendar year. Additionally, to the extent the ERB#ance exceeds a certain tolerance or “ERRA €riggeDG&E must file an application to adjust its
rates upward or downward, as applicable, to addhesander- or over-collected ERRA balance, respegt In February 2014, the CPUC issued a
decision granting SDG&E authority to increase ratesecover an ERRA Trigger revenue requiremed2#1 million, which rate increase was effective
on April 1, 2014 and will continue through DecemBé&r 2015. In May 2014, the CPUC issued a finalgiec approving SDG&E’s proposed 2014
ERRA revenue requirement of $1.23 billion, an imse of $242 million compared to the 2013 ERRA rererequirement of $988 million. SDG&E
implemented the increased revenue requirement gu#u, 2014.

Excess Wildfire Claims Cost Recove

In August 2009, SDG&E and SoCalGas filed an appiboa along with other related filings, with the @€ proposing a new framework and mechanism
for the future recovery of all wildfire-related eses for claims, litigation expenses and insurgnesiums that are in excess of amounts authobyed
the CPUC for recovery in distribution rates. In Bewber 2012, the CPUC issued a final decision thiaately did not approve the proposed framework
for the utilities but allowed SDG&E to maintain asithorized memorandum account so that SDG&E neafiplications with the CPUC requesting
recovery of amounts properly recorded in the memmiuien account at a later time, subject to reasonabkereview.

In February 2014, the Presiding Judge assignede¥ERC to SDG&E'’s annual Electric Transmissionnfida Rate filing (TO3 Cycle 6) issued an
Initial Decision and an Order on Summary Judgmehmitkvauthorizes SDG&E to recover all of the costalired and allocated to SDG&E’s FERC-
regulated operations resulting from settlementéis for 2007 wildfire claims for that rate cygberiod. This result will stand, subject to anyassful
appeal by the CPUC. In connection with this progegdhe CPUC filed an appeal in the Ninth Circddurt of Appeal of an earlier decision by the
FERC denying the CPUC's request to postpone theG-gRceeding pending CPUC action on cost recovEtlyeoexcess wildfire costs. The FERC has
sought dismissal of the CPUC's appeal on procedyrmalnds. The Court of Appeal has not yet ruledhenmerits.

SDG&E intends to pursue recovery of the costsstihaurred for settlement activities associatedh e 2007 wildfire claims allocated to SDG&E’s
CPUC-regulated operations in a future applicatidth the CPUC. SDG&E will continue to assess theeptitil for recovery of these costs in rates. We
discuss the impact should SDG&E conclude that regoin rates is no longer probable in “Legal Pratiegs — SDG&E — 2007 Wildfire Litigation”

in Note 11. We discuss how we assess the prohabflitecovery of our regulatory assets in Note thefNotes to Consolidated Financial Statements in
the Annual Report.

We provide additional information about 2007 witdflitigation costs and their recovery in Note 11.

SOCALGAS MATTER

Advanced Metering Infrastructure

In November 2011, the ORA (formerly the DivisionRditepayer Advocates or DRA) and TURN filed a jgatition requesting that the CPUC
reconsider its prior approval of SoCalGas’ advanoetiering infrastructure (AMI) project and stay AlEployment while the CPUC considered the
request. In June 2014, the CPUC denied the ORA/TPRion, and SoCalGas is continuing its deployn@érAMI pursuant to the April 2010 CPUC
decision approving the project.

NOTE 11. COMMITMENTS AND CONTINGENCIES

LEGAL PROCEEDINGS

We accrue losses for a legal proceeding wherpitdbable that a loss has been incurred and the r@nedthe loss can be reasonably estimated.
However, the uncertainties inherent in legal prdosgs make it difficult to estimate with reasonatéstainty the costs and effects of resolving these
matters. Accordingly, actual costs incurred mafedifmaterially from amounts accrued, may exceediegpe insurance coverage and could materially
adversely affect our business, cash flows, restiltgerations, financial condition and prospectsleds otherwise indicated, we are unable to estimat
reasonably possible losses in excess of any ameauaoteed.

At September 30, 2014, Sempra Energy’s accrueditiab for material legal proceedings, includingsaciated legal fees and costs of litigation, on a

consolidated basis, were $144 million. At Septen8fer2014, accrued liabilities for material legedgeedings for SDG&E and SoCalGas were $127
million 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) concluded that two of thasesf(the Witch and Rice fires) were SDG&E “powieel caused” and that a third fire (the Guejito)fire
occurred when a wire securing a Cox Communicati¢@eX) fiber optic cable came into contact withSIDG&E power line “causing an arc and starting
the fire.” Cal Fire reported that the Rice fire bed approximately 9,500 acres and damaged 206 hantetsvo commercial properties, and the Witch
and Guejito fires merged and eventually burned @gprately 198,000 acres, resulting in two fataditiapproximately 40 firefighters injured and over
1,000 homes destroyed.

A September 2008 staff report issued by the CPW@dissumer Protection and Safety Division, now knasrihe Safety and Enforcement Division
(CPSD), reached substantially the same conclusisiise Cal Fire reports, but also contended tleapthver lines involved in the Witch and Rice fires
and the lashing wire involved in the Guejito firene not properly designed, constructed and maiedaiim April 2010, proceedings initiated by the
CPUC to determine if any of its rules were violategte settled with SDG&E's payment of $14.75 millio

Numerous parties have sued SDG&E and Sempra Eiveggn Diego County Superior Court seeking recoeémynspecified amounts of damag
including punitive damages, from the three firelseyl assert various bases for recovery, includimgrse condemnation based upon a California Cot
Appeal decision finding that another Californiaéstor-owned utility was subject to strict liabilityithout regard to foreseeability or negligenae, f
property damages resulting from a wildfire ignitadpower lines. SDG&E has resolved almost all esthlawsuits. In February 2014, the Court set a
February 2015 trial date for a trial to be compdiséfour of the remaining cases involving plaifgtivho claim damages resulting from the Witch fire.
June 2014, the Court continued the trial dateHerWitch fire cases to June 2015.

SDG&E filed cross-complaints against Cox and thloaetractors, seeking indemnification for any liapithat SDG&E might incur. SDG&E settled its
claims against Cox and the three contractors faggregate of $824 million. Among other things, se&lement agreements provide that SDG&E will
defend and indemnify Cox and the three contracgesnst all compensatory damage claims and retatstd arising out of the wildfires.

SDG&E's settled claims and defense costs have ebeckiés $1.1 billion of liability insurance covermfpr the covered period and the $824 million
recovered from third parties. SDG&E has settledathe approximately 19,000 claims brought by homeer insurers for damage to insured property
relating to the three fires. Under the settlemegmnéaments, SDG&E has paid or will pay 57.5 peroéihe approximately $1.6 billion paid or reserved
for payment by the insurers to their policyholdansl received an assignment of the insurers’ claigasnst other parties potentially responsible fier t
fires.

The wildfire litigation also includes claims of namsurer plaintiffs for damage to uninsured and uimdgired structures, business interruption, evaan
expenses, agricultural damage, emotional harmppatsnjuries and other losses. SDG&E has nowesktlmost all of these claims of the
approximately 6,500 plaintiffs for a total of apgpimately $1.25 billion. Substantially all of thennaining plaintiffs have submitted settlement densand
and damage estimates, which total approximatel@ $@illion. SDG&E does not expect additional pldfistito file lawsuits given the applicable statutes
of limitation, but does expect to receive additicsettiement demands and damage estimates froringxaintiffs as settlement negotiations continue
SDG&E has established reserves for the wildfiigaiion as we discuss below.

SDG&E has concluded that it is probable that it Ml permitted to recover in rates a substantigiquo of its reasonably incurred costs of resolving
wildfire claims in excess of its liability insuramcoverage and the amounts recovered from thitiepaAccordingly, although such recovery will

require future regulatory approval, at Septembe2824, Sempra Energy and SDG&E have recordedsast8871 million in Other Regulatory Assets
(long-term) on their Condensed Consolidated Bal@teeets, including $357 million related to CPUCulated operations, which represents the amount
substantially equal to the aggregate amount iplaés or reserved for payment for the resolutiowiddfire claims and related costs in excess of its
liability insurance coverage and amounts recovéad third parties.

SDG&E will continue to gather information to evaleand assess the remaining wildfire claims andikieéhood, amount and timing of related
recoveries in rates and will make appropriate dajests to wildfire reserves and the related reguaassets as additional information becomes
available. Should SDG&E conclude that recoveryaites is no longer probable, SDG&E will record arghaagainst earnings at the time such conclt

is reached. If SDG&E had concluded that the regpeéregulatory assets related to CPUC-regulatedtaijpns was no longer probable or was less than
currently estimated at September 30, 2014, thdtiegwafter-tax charge against earnings would Hasen up to approximately $210 million. In addition,
in periods following any such conclusion, SDG&E&®ings will be adversely impacted by increasabénestimated cost to litigate or settle pending
wildfire claims.

SDG&E's cash flow may be materially adversely affected wuthe timing differences between the resolutibalaims and the recoveries in rates, wl
may extend over a number of years. Also, recovenmy fcustomers will require future regulatory actipand a failure to obtain substantial or full
recovery, or any negative assessment of the ligetlrof recovery, would likely have a material acdeceffect on Sempra Energy’s and SDG&E's
businesses, financial condition, cash flows, respfitoperations and prospects.

Since 2010, as liabilities for wildfire litigatidmve become reasonably estimable in the form désstnt demands, damage estimates, and other d:
information, SDG&E has recorded related reserveslability. Most of the impact of this liabilitgt September 30, 2014 is offset by the recognitfon
regulatory assets, as discussed above, for res@regsess of the insurance coverage and recovieoisthird parties. The impact of the change iesth
reserves on SDG&E’s and Sempra Energy’s after-samiegs for the three months and nine months eSéatember 30, 2014 and 2013 were not
material. Additionally, through September 30, 203BG&E has expended $426 million in excess of artwaavered by insurance and amounts
recovered from third parties to pay for the setdabof wildfire claims and related costs.

We provide additional information about excess firdédclaims cost recovery and related CPUC actinrisote 10 and discuss how we assess the
probability of recovery of our regulatory assetdNiote 1 of the Notes to Consolidated FinancialeSteants in the Annual Report.

Sunrise Powerlink Electric Transmission Line



The Sunrise Powerlink is a 117-mile, 500-kV electransmission line between the Imperial Valley #relSan Diego region that was energized and
placed in service in June 2012. The Sunrise Pavkeproject was approved by the CPUC in Decemb@82the Bureau of Land Management in
January 2009, and the United States Forest Sdrvitidy 2010. Numerous administrative appeals agdllchallenges have been resolved in favor of the
project. Two legal challenges remain pending.

In February 2011, opponents of the Sunrise Powefiied a lawsuit in Sacramento County Superior €against the State Water Resources Control
Board and SDG&E alleging that the water qualitytieation issued by the Board under the Federab@IWater Act violated the California
Environmental Quality Act. The Superior Court dehibe plaintiffs’ petition in July 2012, and theapitiffs have appealed.

A claim for additional compensation has been sutechiby one of SDG&E’s contractors on the Sunrisedtbnk project. The contractor was awarded
the transmission line overhead and undergroundteari®n contract on a fixed-fee basis of $456 imillafter agreed-upon amendments. The contractor
has asserted that it is owed additional compensatiove the fixed-fee portion of the contract. 1ayM2013, the contractor filed claims totaling $180
million, including one in San Diego County for them of $99 million and the other in Imperial Coufdy the sum of $81 million, seeking foreclosure
previously filed mechanics liens. In October 20th&, contractor served a Demand for Arbitration parg to contractual provisions. SDG&E has
answered the demand and filed a counter claim agtia contractor. The arbitration panel has skellya2015 arbitration hearing date.

September 2011 Power Outage

In September 2011, a power outage lasting apprdrigna2 hours affected millions of people from Maxito southern Orange County, California.
Within several days of the outage, several SDG&&amers filed a class action lawsuit in Federatri2isCourt in San Diego against Arizona Public
Service Company, Pinnacle West Capital Corporaditth SDG&E alleging that the companies failed torpne the outage. The lawsuit seeks recove
unspecified amounts of damages, including puniiamages. In July 2012, the court granted SDG&E’ando dismiss the punitive damages request
and dismissed Arizona Public Service Company anddie West Capital Corporation from the lawsuitSeptember 2013, the court granted SDGRE’
motion for summary judgment and dismissed the l&wbkuOctober 2013, the plaintiffs appealed tharts dismissal of their action.

The FERC and North American Electric Reliabilityroration (NERC) Staff conducted a joint inquirydetermine the cause of the power failure and
issued a report in May 2012 regarding their findingollowing that report, Staff from FERC'’s Offioé Enforcement (FERC Enforcement Staff)
investigated potential violations of FERC’s RellapiStandards associated with the outage. In Jan2@14, FERC Enforcement Staff issued a Staff
Notice of Alleged Violations, in which FERC Enforoent Staff alleged violations of various Relialil§tandards by several entities. FE
Enforcement Staff did not allege or find any viaas by SDG&E.

Smart Meters Patent Infringement Lawsuit

In October 2011, SDG&E was sued by a Texas desigmenufacturing company in Federal District Co8duthern District of California, and later
transferred to the Federal District Court, Wesfeistrict of Oklahoma, alleging that SDG&E's recanithstalled smart meters infringed certain
patents. The meters were purchased from a thitgt pandor that has agreed to defend and indemmi@&E. The lawsuit seeks injunctive relief and
recovery of unspecified amounts of damages.

Lawsuit Against Mitsubishi Heavy Industries, L

On July 18, 2013, SDG&E filed a lawsuit in the StigeCourt of California in the County of San Dieggainst Mitsubishi Heavy Industries, Ltd.,
Mitsubishi Nuclear Energy Systems, Inc., and MitshbHeavy Industries America, Inc. (collectivelyH¥). The lawsuit seeks to recover damages
SDG&E has incurred and will incur related to theida defects in the steam generators MHI providethé SONGS nuclear power plant. The lawsuit
asserts a number of causes of action, includingdfraased on the representations MHI made abogué&kfications and ability to design generatoeefr
from defects of the kind that resulted in the pererd shutdown of the plant and further seeks tasiele the contractual limitation of damages thall M
has asserted. On July 24, 2013, MHI removed thsdéwo the United States District Court for theuBern District of California and on August 8, 2¢
MHI moved to stay the proceeding pending resolutibthe dispute resolution process involving MHtld&dison arising from their contract for the
purchase and sale of the steam generators. On @ct6b2013, Edison initiated an arbitration pratieg against MHI seeking damages stemming from
the failure of the replacement steam generatoraténDecember 2013, MHI answered and filed a aauciaim against Edison. On March 14, 2014,
MHI’'s motion to stay the United States District Coproceeding was granted with instructions thguiee the parties to allow SDG&E to participate in
the ongoing Edison/MHI arbitration.

Investment in Wind Far

In 2011, the CPUC and FERC approved SDG&E’s estth&285 million tax equity investment in a windnfeproject and its purchase of renewable
energy credits from that project. SDG&E’s contrattobligations to both invest in the Rim Rock wiladm and to purchase renewable energy credits
from the wind farm under the power purchase agre¢re subject to the satisfaction of certain ctooi$s which, if not achieved, would allow SDG&E
to terminate the power purchase agreement and alk¢ the investment. In December 2013, SDG&E recdeivelosing notice from the project develc
indicating that all such conditions had been mBIG&E responded to the closing notice assertingttimtontractual conditions had not been satisfied.
On December 19, 2013, SDG&E filed a complaint agjeiine project developer in San Diego Superior €@asking that the court determine that
SDG&E is entitled to terminate both the investmeatract and the power purchase agreement due fartliect developer’s failure to satisfy certain
conditions. The project developer filed a sepatateplaint against SDG&E in Montana state courtragkhat court to determine that SDG&E breached
the investment contract and the power purchaseeagret, and asking for several categories of rehiefuding requiring SDG&E to invest in the proje
requiring SDG&E to continue performing under theveo purchase agreement, and payment of damages.

On January 27, 2014, the Montana court ordered SB@~&continue making payments under the power mselagreement pending a hearing on the
project developer’s preliminary injunction motiddn March 14, 2014, SDG&E notified the project deypar that the investment agreement expired by



its own terms because a closing had not occurratidiydate. The project developer is disputing SE&&position. On March 28, 2014, SDG&E filed

an amended complaint against the project developgan Diego seeking damages and declaratory teliefSDG&E was entitled to terminate the po
purchase agreement and to permit the investmeaeagmt to expire. On April 25, 2014, the Montanartgranted the project developer’s preliminary
injunction motion to prevent SDG&E from terminatitiee power purchase agreement on the groundsiagiroject developer would be irreparably
harmed if the payments were not made while thagsmespective rights were being determined inlitigation. The court did not rule on the merifs o
the parties’ claims. On July 18, 2014, the Mont8nareme Court determined that Montana courts didhaee jurisdiction over the parties’ dispute due
to their contractual agreement to resolve any déspin California, and ordered that the Montan&adbe dismissed. The San Diego court has schedule
a trial for March 6, 2015.

SoCalGas

SoCalGas, along with Monsanto Co., Solutia, Inbarfhacia Corp. and Pfizer, Inc., are defendansgwen Los Angeles County Superior Court lawsuits
filed beginning in April 2011 seeking recovery afspecified amounts of damages, including punitiadges, as a result of plaintifesstposure to PCE
(polychlorinated biphenyls). The lawsuits allegaipliffs were exposed to PCBs not only throughftieel chain and other various sources but from
PCB-contaminated natural gas pipelines owned ardatgd by SoCalGas. This contamination allegediged plaintiffs to develop cancer and other
serious illnesses. Plaintiffs assert various bésaecovery, including negligence and productbiligy. SoCalGas has settled three of the sevesuits

for an amount that is not significant.

Sempra Mexicc
Permit Challenges and Property Dispu

Sempra Mexico has been engaged in a long-runnivdydéspute relating to property adjacent to itsigfeeCosta Azul LNG terminal near Ensenada,
Mexico. Ownership of the adjacent property is rmjuired by any of the environmental or other reguiapermits issued for the operation of the
terminal. A claimant to the adjacent property hasetheless asserted that his health and safegndengered by the operation of the facility, afetifi

an action in the Federal Court challenging the jitstrin February 2011, based on a complaint byctainant, the municipality of Ensenada opened an
administrative proceeding and sought to temporatidge the terminal based on claims of irregukesiin municipal permits issued six years earli®is T
attempt was promptly countermanded by Mexican f@dend Baja California state authorities. No temhjmermits or operations were affected as ar

of these proceedings or events and the terminat¢ratinued to operate normally. In the second guart 2014, the municipality of Ensenada dismissed
the administrative proceeding, which is subjeancdministrative appeal, pending for resolutiofoteethe Administrative Court of Baja California.
Sempra Mexico expects additional Mexican court pealings and governmental actions regarding thmalat’'s assertions as to whether the terminal’s
permits should be modified or revoked in any manner

The claimant also filed complaints in the federgk#@ian Court challenging the refusal of the Sexfatde la Reforma Agraria (now the Secretaria de
Desarrollo Agrario, Territorial y Urbano, or SEDATUh 2006 to issue a title to him for the dispupedperty. In November 2013, the Agrarian Court
ordered that SEDATU issue the requested title aude it to be registered. Both SEDATU and Sempreiddehave challenged the rulings. Sempra
Mexico expects additional proceedings regardingctains, although such proceedings are not relatéie permit challenges referenced above. The
property claimant also filed a lawsuit in July 2Gdghainst Sempra Energy in Federal District CouBam Diego seeking compensatory and punitive
damages as well as the earnings from the Energita@aul LNG terminal based on his allegations tiatvas wrongfully evicted from the adjacent
property and that he has been harmed by otheregllggmproper actions. Sempra Energy has dispitediaims and allegations in this lawsuit.

Additionally, several administrative challenges peading in Mexico before the Mexican environmeptaitection agency (SEMARNAT) and/or the
Federal Tax and Administrative Courts seeking ratioo of the environmental impact authorizationAFissued to Energia Costa Azul in 2003. These
cases generally allege that the conditions andjatibn measures in the EIA are inadequate andestgl findings that the activities of the termina a
consistent with regional development guidelinese Mexican Supreme Court decided to exercise juiigni over one such case, and in March 2014,
issued a resolution denying the relief sought leyglaintiff on the grounds its action was not tiynptesented. A similar administrative challengekses
to revoke the port concession for our marine op@natat our Energia Costa Azul LNG terminal, whigds filed with and rejected by the Mexican
Communications and Transportation Ministry, remansappeal in Mexican federal court as well.

Two real property cases have been filed againstdgim€osta Azul in which the plaintiffs seek to ahtihe recorded property titles for parcels on whic
the Energia Costa Azul LNG terminal is situated endbtain possession of different parcels thagatly sit in the same place; one of these casss wa
dismissed in September 2013 at the direction obthte appellate court. A third complaint was senweApril 2013 seeking to invalidate the contrhygt
which Energia Costa Azul purchased another ofghmihal parcels, on the grounds the purchase prceunfair. Sempra Mexico expects further
proceedings on the remaining two matters.

Sempra Natural Ga
Liberty Gas Storage, LLC (Liberty) received a dech&r arbitration from Williams Midstream Naturab& Liquids, Inc. (Williams) in February 2011

related to a sublease agreement. Williams alldggs iberty was negligent in its attempt to conwattain salt caverns to natural gas storage agksse
damages of $56.7 million. Liberty filed a counteint alleging breach of contract in the inducemert seeks damages of more than $215 million.

Other Litigation



As described in Note 4, Sempra Energy holds a nnaiting interest in RBS Sempra Commodities, atia liability partnership in the process of be
liquidated. The Royal Bank of Scotland plc (RBS)r partner in the joint venture, was notified bg thnited Kingdom’s Revenue and Customs
Department (HMRC) that it was investigating valuted tax (VAT) refund claims made by various bus#es in connection with the purchase and sale
of carbon credit allowances. HMRC advised RBS thaad determined that it had grounds to deny sil&ims by RBS related to transactions by RBS
Sempra Energy Europe (RBS SEE), a former indinglosisliary of RBS Sempra Commodities that was soléPt Morgan. HMRC asserted that RBS was
not entitled to reduce its VAT liability by VAT paiduring 2009 because RBS knew or should have krnbatrcertain vendors in the trading chain did
not remit their own VAT to HMRC. In September 20HMRC issued a protective assessment of £86 miftiorthe VAT paid in connection with these
transactions. In October 2014, RBS filed a NotitAgpeal of the September 2012 assessment witkitBetier Tribunal. As a condition of the appeal,
RBS was required to pay the assessed amount. Finegpd also stops the accrual of interest that catikk should it ultimately be determined that RBS
has a liability for some of the tax.

In August 2007, the U.S. Court of Appeals for thiatN Circuit issued a decision reversing and renramdertain FERC orders declining to provide
refunds regarding short-term bilateral sales uprn® month in the Pacific Northwest for the Janid@§0 to June 2001 time period. In December 2010,
the FERC approved a comprehensive settlement pralyioeached by Sempra Energy and RBS Sempra Coitiesodith the State of California. The
settlement resolved all issues with regard to daddween the California Department of Water Ressgiemd Sempra Commodities in the Pacific
Northwest, but potential claims may exist regardiates in the Pacific Northwest between Sempra Cadlitias and other parties. The FERC is in
process of addressing these potential claims oamdrPursuant to the agreements related to theafmmof RBS Sempra Commodities, we have
indemnified RBS should the liability from the finasolution of these matters be greater than terves related to Sempra Commodities. Pursuant to
our agreement with the Noble Group Ltd., one oftibgers of RBS Sempra Commodities’ businesses,awve also indemnified Noble Americas Gas &
Power Corp. and its affiliates for all losses imedrby such parties resulting from these proceadasgrelated to Sempra Commodities.

We are also defendants in ordinary routine litig)atincidental to our businesses, including persomaty, product liability, property damage and eth
claims. California juries have demonstrated andasing willingness to grant large awards, inclugingitive damages, in these types of cases.

CONTRACTUAL COMMITMENTS

We discuss below significant changes in the firsemrmonths of 2014 to contractual commitments dised in Note 15 of the Notes to Consolidated
Financial Statements in the Annual Report.

Natural Gas Contracts

SoCalGas’ natural gas purchase and pipeline cgpamibmitments have decreased by $110 million sbeeember 31, 2013, primarily due to
fulfillment of payment obligations and changesdcetasted gas prices in the first nine months @fi20let future payments are expected to decrease by
$140 million in 2014, and increase by $30 millior2015 compared to December 31, 2013.

Sempra Natural Gas’ natural gas purchase and wesipn commitments have increased by $567 millimee December 31, 2013, primarily due to
new natural gas contracts in the first nine moof014. These contracts replace an agreemengxpéed in the third quarter of 2014 and will beds

to support Sempra Mexico’s obligation to sell natgas to the Mexican Federal Electricity Commisgi@omision Federal de Electricidad, or CFE) and
fuel Sempra Mexico’s Termoeléctrica de Mexicaliutat gas-fired power plant. Net future paymentsesqgected to decrease by $57 million in 2014,
and increase by $174 million in 2015, $159 millior2016, $162 million in 2017 and $129 million i018 compared to December 31, 2013.

LNG Purchase Agreemer

At September 30, 2014, Sempra Natural Gas haschase agreement for the supply of LNG to the Eae@gista Azul terminal. The agreement is pr
using a predetermined formula based on naturairgaket indices. Although this contract specifiemuianber of cargoes to be delivered, under its terms,
the customer may divert certain cargoes, which doetluce amounts paid under the contracts by SeNgttaal Gas.

Sempra Natural Gas’ commitment under the LNG pwselagreement, reflecting changes in forward psgaese December 31, 2013 and actual
transactions for the first nine months of 2014, eapected to decrease by $624 million in 2014, @illlon in 2015, and to increase by $10 million in
2016, $30 million in 2017, $36 million in 2018 a$%845 million thereafter compared to December 31320 hese amounts are based on forward prices
of the index applicable to the contract from 2042023 and an estimated one percent escalatioyepebeyond 2023. The LNG commitment amounts
above are based on Sempra Natural Gasimitment to accept the maximum possible delivérgargoes under the agreement. Actual LNG purchize
the current and prior years have been significdnther than the maximum amounts possible.

PurchasecPower Contracts

SDG&E’s commitments under purchasgower contract commitments have increased by $illidribsince December 31, 2013. The increase isrily
due to new contracts associated with renewableggrisvelopment projects. Net future payments ageefre expected to decrease by $2 million in
2014, $46 million in 2015, and $1 million in 20EGd increase by $24 million in 2017, $54 milliori2®18 and $1.1 billion thereafter compared to
December 31, 2013.

Operating Leases

In the first nine months of 2014, the change torafieg lease commitments at Sempra Renewables @easraase of $83 million, primarily from ti



deconsolidation of the Copper Mountain Solar 3guhjas we discuss in Note 3. Net future paymemtexgpected to decrease by $3 million in 2014, $2
million each year in 2015 through 2018 and $72iarilthereafter.

Power Purchase Agreemen

SDG&E has a 25-year power purchase agreement vi#aker plant facility that became operational@d£ The power purchase agreement is
accounted for as a capital lease. The capital lebkgation was valued at $60 million. Net changefuture minimum lease payments under all power
purchase agreements are a decrease of $16 millid®14, and increases of $7 million each year itb2@rough 2018 and $155 million thereafter
compared to December 31, 2013.

Construction and Development Projects

In the first nine months of 2014, significant netrieases to contractual commitments at SDG&E wiéd $nillion, primarily for Palomar Energy Ceni
South Bay Substation project and the PSEP. Netdytayments under these contractual commitmentsxqrected to increase by $20 million in 2014,
$116 million in 2015, $12 million in 2016, $9 mdh in 2017, and $6 million in 2018, and decreas&dynillion thereafter compared to December 31,
2013.

In the first nine months of 2014, significant netrieases to contractual commitments at SoCalGaes $elrd million, primarily for the Aliso Canyon
Turbine Replacement Project and the PSEP. Netdytayments under these contractual commitmentsxg@ected to increase by $71 million in 2014,
$65 million in 2015, and $1 million in 2016, andcdease by $18 million in 2017 compared to Decerdtie£013.

In the first nine months of 2014, significant netteases to contractual commitments at Sempra Mevéce $115 million, primarily from the
deconsolidation of the Energia Sierra Juarez prajet future payments under these contractual coments are expected to decrease by $81 millic
2014, $33 million in 2015 and $1 million thereafter

In the first nine months of 2014, the change tat@mtual commitments at Sempra Renewables wasraaterof $544 million, primarily from the
deconsolidation of the Copper Mountain Solar 3gxrbjNet future payments under these contractuahtitments are expected to decrease by $504
million in 2014 and $40 million in 2015.

Cameron LNG Liguefaction Export Facility Project
Construction and Development Project

In March 2014, Cameron LNG entered into an engingeprocurement and construction contract withiatjventure consisting of CB&I Shaw
Constructors, Inc., a wholly owned subsidiary ofdago Bridge & Iron Company N.V., and Chiyoda Im&tional Corporation, a wholly owned
subsidiary of Chiyoda Corporation, to construct@smeron liquefaction project in Hackberry, LouigiaThe scope of work under this contract incl
the engineering, procurement, construction, comomnasg and startup of three liquefaction trainshaah aggregate nameplate capacity of approxim
13.5 million tonnes per year of LNG and relatedasfructure and facilities necessary for the iraign of the liquefaction trains with the existihyG
receipt terminal. The construction contract ismpesum, date certain turnkey agreement, with a coappfoximately $6 billion as of the execution d
The lump-sum price may be adjusted based on thereewce of well-defined events, such as changersidsued by Cameron LNG, and the occurrence
of other events where an adjustment to the lump-4stioe is customary for lump-sum, date certainkegnengineering, procurement and construction
agreements.

As of September 30, 2014, Cameron LNG had issuee fimited notices to proceed under the conteaghorizing up to $374.7 million of expenditui
After completing the formation of the Cameron LNginf venture on October 1, 2014 as we discuss iie N8, on October 9, 2014, the Cameron LNG
joint venture issued the full notice to proceedemtie contract to construct the Cameron liquedagbroject. This allowed the contractor to procesith
all items of the work under the contract. The ism@aof the full notice to proceed supersedes treztpreviously issued limited notices to proceed.

Guarantees

On August 6, 2014, Cameron LNG entered into finadtmsuments for senior secured financing for the &am liquefaction project. We discuss the
financing and related Sempra Energy guaranteesia 3.

Subsequent Event

As we discuss in Note 13, on October 1, 2014, Servattural Gas and its project partners completeddimation of the Cameron LNG joint venture
for their investment in the development, construtind operation of the natural gas liquefactigooeixfacility. As of that date, Sempra Natural Gak
account for its investment in the joint venture enthe equity method. We discuss the joint ventommation in Note 13.

NUCLEAR INSURANCE

SDG&E and the other owners of SONGS have insurtmcever claims from nuclear liability incidentssaing at SONGS. This insurance provides $375
million in coverage limits, the maximum amount d&hle, including coverage for acts of terrorismatidition, the Price-Anderson Act provides for up
to $13.2 billion of secondary financial protecti@FP). If a nuclear liability loss occurring at ddyS. licensed/commercial reactor exceeds the $375
million insurance limit, all nuclear reactor owneuld be required to contribute to the SFP. SDGREbntribution would be up to $50.93 million. T



amount is subject to an annual maximum of $7.6ionij/lunless a default occurs by any other SONGSeowththe SFP is insufficient to cover the
liability loss, SDG&E could be subject to an adufithl assessment.

The SONGS owners, including SDG&E, also have $2illion of nuclear property, decontamination, arebds removal insurance, subject to a $2.5
million deductible for “each and every loss.” Tiisurance coverage is provided through NEIL. ThelN#olicies have specific exclusions and
limitations that can result in reduced or elimimht®verage. Insured members as a group are stibjeztrospective premium assessments to coverd
sustained by NEIL under all issued policies. SDG&Id be assessed up to $9.7 million of retrospegiremiums based on overall member claims.
Edison, on behalf of itself and the minority ownefSONGS (including SDG&E), has placed NEIL onicetof claims under both the property damage
and outage insurance policies as a result of SON®SS5 2 and 3 outages in early 2012 and the rasufilant closure in June 2013.

The nuclear property insurance program includeis@ustry aggregate loss limit for non-certifiedsaof terrorism (as defined by the Terrorism Risk
Insurance Act). The industry aggregate loss limitdroperty claims arising from non-certified acfderrorism is $3.24 billion. This is the maximum
amount that will be paid to insured members whdesubsses or damages from these non-certifiedristracts.

DEPARTMENT OF ENERGY (DOE) NUCLEAR FUEL DISPOSAL

The Nuclear Waste Policy Act of 1982 made the D&gponsible for the disposal of spent nuclear tdelever, it is uncertain when the DOE will
begin accepting spent nuclear fuel from SONGS. dklay will lead to increased costs for spent fitetage. SDG&E will seek recovery for these costs
from the appropriate sources, including, but noitéd to, SDG&ES Nuclear Decommissioning Trust. SDG&E will alsatioue to support Edison in

pursuit of legal claims on behalf of the SONGS emers against the DOE for its failure to timely egtthe spent nuclear fuel.

We provide additional information about SONGS inté&\®.

NOTE 12. SEGMENT INFORMATION

We have six separately managed reportable segnasnfisijows:
1. SDG&Eprovides electric service to San Diego and sout@¥emge counties and natural gas service to Sagolieunty.
2. SoCalGasis a natural gas distribution utility, serving austers throughout most of Southern California armt glacentral California

3. Sempra South American Utilitieperates electric transmission and distributiolitie in Chile and Peru. In June 2013, we soldiaterests i
two Argentine utilities, which we discuss furtharNote 4 above

4. Sempra Mexicaevelops, owns and operates, or holds interestgioyal gas transmission pipelines and propanestirahe systems, a natt
gas distribution utility, electric generation fatés (including wind), a terminal for the imporf NG, and marketing operations for
purchase of LNG and the purchase and sale of nafasan Mexico

5. Sempra Renewablegvelops, owns and operates, or holds interestsiimi and solar energy projects in Arizona, Cafifar Colorado, Hawa
Indiana, Kansas, Nebraska, Nevada and Pennsylt@aa&ve wholesale electricity markets in the UhiBates

6. Sempra Natural Gadevelops, owns and operates, or holds interests imgtural ga$ired electric generation asset, natural gas pipslian
storage facilities, natural gas distribution Uit and a terminal for the import and export of L@ sale of natural gas, all within the Un
States

Sempra South American Utilities and Sempra Meximmprise our Sempra International operating uniin@a Renewables and Sempra Natural Gas
comprise our Sempra U.S. Gas & Power operating unit

We evaluate each segment’s performance based conitsbution to Sempra Energy’s reported earnifigie California Utilities operate in essentially
separate service territories, under separate regylxameworks and rate structures set by the CPI@ California Utilities’ operations are based on
rates set by the CPUC and the FERC. We describactteunting policies of all of our segments in Nbtaf the Notes to Consolidated Financial
Statements in the Annual Report.

Common services shared by the business segmerdassigaed directly or allocated based on varioss fectors, depending on the nature of the service
provided. Interest income and expense is recordedtercompany loans. The loan balances and relaterkest are eliminated in consolidation.

The following tables show selected information bgrment from our Condensed Consolidated Stateméfiparations and Condensed Consolidated
Balance Sheets. Amounts labeled as “All other’him following tables consist primarily of parent anjgations.

SEGMENT INFORMATION

(Dollars in millions)
Three months ended September 30, Nine months ended September 30,
2014 2013 2014 2013

REVENUES



SDG&E 1,233 44 % $ 1,063 42 % $ 3,283 40 % $ 3,066 39 %
SoCalGas 855 30 807 32 2,857 35 2,694 34
Sempra South American Utilities 379 14 364 14 1,147 14 1,119 14
Sempra Mexico 234 8 188 7 621 7 519 7
Sempra Renewables 10 — 25 1 25 — 76 1
Sempra Natural Gas 252 9 212 8 748 9 683 9
Adjustments and eliminations 1 — — — 1) — 2) —
Intersegment revenues(1) (149) (5) (108) (4) (392) (5) (303) 4
Total 2,815 100 % $ 2,551 100 % $ 8,288 100 % $ 7,852 100 %
INTEREST EXPENSE
SDG&E 51 $ 50 $ 152 $ 147
SoCalGas 17 17 50 52
Sempra South American Utilities 7 8 24 20
Sempra Mexico 5 — 13 5
Sempra Renewables 2 5 3 22
Sempra Natural Gas 25 34 90 80
All other 63 60 178 182
Intercompany eliminations (26) (37) (92) (95)
Total 144 $ 137 $ 418 $ 413
INTEREST INCOME
SDG&E — $ — $ — $ 1
Sempra South American Utilities 4 3 10 11
Sempra Mexico 1 — 2 1
Sempra Renewables — 7 — 14
Sempra Natural Gas 24 26 87 57
All other 1) 2 — 1
Intercompany eliminations (22) (33) (84) (70)
Total 6 $ 5 $ 15 $ 15
DEPRECIATION AND AMORTIZATION
SDG&E 134 46 % $ 126 44 % $ 395 46 % $ 367 44 %
SoCalGas 109 37 100 35 321 37 280 34
Sempra South American Utilities 14 5 14 5 41 5 44 5
Sempra Mexico 16 6 16 5 47 5 47 6
Sempra Renewables 1 — 5 2 4 — 20 3
Sempra Natural Gas 17 6 20 7 50 6 60 7
All other 1 — 5 2 8 1 10 1
Total 292 100 % $ 286 100 % $ 866 100 % $ 828 100 %
INCOME TAX EXPENSE (BENEFIT)
SDG&E 65 $ 84 $ 217 $ 147
SoCalGas 44 38 110 107
Sempra South American Utilities 26 16 59 50
Sempra Mexico 13 16 37 44
Sempra Renewables (16) 9 (35) (8)
Sempra Natural Gas (31) (4) (22) 35
All other (30) (42) (75) (48)
Total 71 $ 117 $ 291 $ 327
SEGMENT INFORMATION (Continued)
(Dollars in millions)
Three months ended September 30, Nine months ended September 30,
2014 2013 2014 2013
EQUITY EARNINGS (LOSSES)
Earnings (losses) recorded before tax:
Sempra Renewables 7 $ (10) $ 18 $ (12)
Sempra Natural Gas 15 13 44 33
Total 22 $ 3 $ 62 $ 21
Earnings (losses) recorded net of tax:
Sempra South American Utilities ) $ — $ 4) $ (14)
Sempra Mexico 9 8 26 27
Total 7 $ 8 $ 22 $ 13
EARNINGS (LOSSES)
SDG&E(2) 157 45 % $ 129 44 % $ 379 44 % $ 285 40 %
SoCalGas(3) 98 28 102 34 256 30 266 37
Sempra South American Utilities 32 9 39 13 109 13 110 15
Sempra Mexico 63 18 39 13 139 16 96 13
Sempra Renewables 17 5 37 13 63 7 56 8
Sempra Natural Gas 26 8 ()] ) 39 4 55 8
All other (45) (13) (43) (15) (121) (14) (149) (21)
Total 348 100 % $ 296 100 % $ 864 100 % $ 719 100 %

Nine months ended September 30,




2014 2013

EXPENDITURES FOR PROPERTY, PLANT & EQUIPMENT

SDG&E $ 790 34 % $ 679 38 %
SoCalGas 764 33 521 29
Sempra South American Utilities 126 5 120 7
Sempra Mexico 262 11 280 16
Sempra Renewables 174 8 119 7
Sempra Natural Gas 192 8 65 3
All other 12 1 1 —
Total $ 2,320 100 % $ 1,785 100 %
September 30, 2014 December 31, 2013
ASSETS
SDG&E $ 15,975 41 % $ 15,377 41 %
SoCalGas 9,954 26 9,147 25
Sempra South American Utilities 3,463 9 3,631 10
Sempra Mexico 3,404 9 3,246 9
Sempra Renewables 1,379 3 1,219 3
Sempra Natural Gas 6,617 17 7,200 19
All other 1,141 3 838 2
Intersegment receivables (2,951) (8) (3,319) 9
Total $ 38,982 100 % $ 37,244 100 %
INVESTMENTS IN EQUITY METHOD INVESTEES
Sempra South American Utilities $ 7 $ 3)
Sempra Mexico 427 379
Sempra Renewables 871 707
Sempra Natural Gas 342 329
All other 72 73
Total $ 1,705 $ 1,485

1) Revenues for reportable segments include intersegment revenues of:
$2 million, $17 million, $23 million and $107 million for the three months ended September 30, 2014; $7 million, $51 million, $68 million and $266 million for the nine
months ended September 30, 2014; $3 million, $17 million, $23 million and $65 million for the three months ended September 30, 2013; and $7 million, $48 million, $68
million and $180 million for the nine months ended September 30, 2013 for SDG&E, SoCalGas, Sempra Mexico and Sempra Natural Gas, respectively.

2) After preferred dividends and call premium on preferred stock for 2013.

3 After preferred dividends.

NOTE 13. SUBSEQUENT EVENT

SEMPRA NATURAL GAS

Cameron LNG Holdings Joint Venture

On August 6, 2014, Sempra Natural Gas and its prpgrtners, comprised of affiliates of GDF SUEA.SMitsui & Co., Ltd., and Mitsubishi
Corporation (through a related company jointly bsaed with Nippon Yusen Kabushiki Kaisha), praddtheir respective final investment decision
with respect to the investment in the developmemstruction and operation of the natural gas fagt@n export facility at the terminal in Hackbgrr
Louisiana, owned by Cameron LNG, LLC (Cameron LNG)e Cameron liquefaction project utilizes CamdrblG'’s existing facilities, including two
marine berths, three LNG storage tanks, and vagiioiz capability of 1.5 billion cubic feet (Bcf) pday. The Cameron liquefaction project is comyar

of three liquefaction trains and is being desigtoed nameplate capacity of 13.5 million tonnesgerum (Mtpa) of LNG, with an expected export
capability of 12 Mtpa of LNG, or approximately 1BBef per day. Commercial operation of all threertsais expected to commence in 2018, with the first
year of full operations in 2019. The effective date¢he Cameron LNG joint venture, Cameron LNG Hiods, LLC (Cameron LNG Holdings), among
Sempra Energy and its project partners occurre@ainber 1, 2014 after satisfaction of various ctads, including receipt of final regulatory appebv
and satisfaction of conditions precedent to that fiisbursement of the project financing.

In 2013, Sempra Natural Gas signed 20-year liqtiefa@nd regasification tolling capacity agreememith GDF SUEZ S.A. and affiliates of Mitsubishi
Corporation and Mitsui & Co., Ltd. which subscrithe full nameplate capacity of the facility. Eaclihg agreement is for 4.5 Mtpa of capacity to
enable 4.0 Mtpa of LNG export. Also in 2013, Semdedural Gas signed agreements totaling 1.45 Bcflpg of firm natural gas transportation service
to Cameron LNG on the Cameron Interstate Pipelitle @DF SUEZ S.A. and affiliates of Mitsubishi Comation and Mitsui & Co., Ltd. The terms of
these agreements are concurrent with the liquefaetnd regasification tolling capacity agreements.

Our equity in Cameron LNG Holdings was derived froor contribution of Cameron LNG to the joint vergat its historical carrying value. Each of
partners were issued indirect equity interestsam€&ron LNG in an aggregate of 49.8 percent. CamleNgh thereby ceased to be wholly owned or
controlled by Sempra Natural Gas, which retain&@.2 percent of Cameron LNG. As of the OctoberQlLLeffective date, Sempra Natural Gas will
account for its investment in Cameron LNG Holdingsler the equity method. Sempra Energy did notg®ize a gain or loss related to the contribution
of Cameron LNG to the joint venture.



The following table summarizes the deconsolidatibthe Cameron liquefaction project:

DECONSOLIDATION OF SUBSIDIARY
(Dollars in millions)
Cameron LNG, LLC
October 1, 2014

Cash $ (6)
Other current assets (12)
Property, plant and equipment, net (1,022)
Other assets (30)
Accounts payable and accrued expenses 93
Equity method investment upon deconsolidation $ (976)

Joint Venture Financing
General

On August 6, 2014, Cameron LNG also entered imtarfce documents (collectively, Loan Facility Agreens) for senior secured financing in an initial
aggregate principal amount of up to $7.4 billiomenthree debt facilities provided by the JapankBan International Cooperation (JBIC) and 29
international commercial banks, some of which wé#hefit from insurance coverage provided by Nipgaport and Investment Insurance (NEXI).

The Cameron LNG Loan Facility Agreements and rellditrsance documents provide senior secured termsl@ath a maturity date of July 15, 2030. 1
proceeds of the loans will be used for financing ¢bst of development and construction of the CamEeNG project. The Loan Facility Agreements
and related finance documents contain customamngseptations and affirmative and negative coverfantgroject finance facilities of this type withe
lenders of the type participating in the Cameror@_fihancing. On August 6, 2014, Sempra Energy edté@rto a completion agreement in favor of
HSBC Bank USA, National Association, as securitistee for the benefit of all of Cameron LNG Holdihgreditors. Pursuant to this completion
agreement, Sempra Energy has severally guaran@e2geércent of Cameron LNG Holdings’ senior debigatiions under the Loan Facility
Agreements, or a maximum principal amount of $3llibh. Completion guarantees for the remaining848ercent of Cameron LNG Holdings’ senior
secured financing have been provided by the ott@eqt partners. The occurrence of the effectivereéshe Cameron LNG Holdings joint venture on
October 1, 2014 was a condition precedent to disshiursement of funds under the Loan Facility Agrests, and the Sempra Energy completion
guarantee of 50.2 percent of the Cameron LNG Hgklfinancing also became effective upon effectigera# the Cameron LNG Holdings joint ventt
Sempra Energy’s completion agreement and guaraviligerminate upon financial completion of the Camon LNG project, which is subject to
satisfaction of certain conditions, including &lfée trains achieving commercial operations andingeeertain operational performance tests. Firglnci
completion is scheduled for the second half of 2019

Interest

The weighted average all-in cost of the loans aunting under all the Loan Facility Agreements (haded on certain assumptions as to timing of
drawdown) is 1.59 percent per annum over LIBORmiadinancial completion of the project and 1.4 pnnum over LIBOR following financial
completion of the project. The Loan Facility Agremmts require Cameron LNG to hedge 50 percent atanding borrowings to fix the interest rate,
beginning in 2016. The hedges are to remain ineplatil the debt principal has been amortized bp&@ent.

Mandatory Prepaymen

Cameron LNG also must make mandatory prepaymerat lofans made under the Loan Facility Agreementer certain circumstances, including:
upon receipt of certain insurance proceeds andgxiation compensation; upon receipt of certairigrerance liquidated damages under Cameron

LNG's engineering, procurement and constructiortraan for the liquefaction terminal; in connectiaith the loss of its tolling agreements or export
permits that result in a reduction of Cameron LN@2bt service coverage ratios below a specifiegstiwold; if it becomes unlawful in any applicable
jurisdiction for a lender to fund or maintain itghs; or in connection with any mandatory prepayroésenior notes outstanding (if an

The loans under the NEXI Covered Loan Facility Agnent and the loans held by JBIC under the JBIQlEaility Agreement are subject to certain
additional mandatory prepayments that would bey&igd if the Japanese sponsors fail to maintaiaiceoswnership interests in Cameron LNG, if
Cameron LNG’s Japanese tolling customers do nat beinmitments for a certain quantum of nameplapacidy at the liquefaction terminal or if the
aggregate annual contracted LNG commitments by @amieNG’s tolling customers to Japanese LNG buyalidelow a certain minimum threshold
under certain circumstances.

Events of Defau

Cameron LNG’s Loan Facility Agreements and reldbeance documents also contain events of defasliocoary for such financings, including events
of default for: failure to pay principal and intst®n the due date; insolvency of Cameron LNG; dbament of the project; expropriation;
unenforceability or termination of the finance domnts; and a failure to achieve financial completibthe project by a financial completion deadline
date of September 30, 2021 (with up to additio®® Bays extension beyond such date permitted isoaisforce majeure). A delay in construction that
results in a failure to achieve financial completaf the project by this financial completion deadldate would therefore result in an event of diefa
under Cameron LNG'’s financing and a potential desn@m Sempra Energy’s guarantee.

Security



To support Cameron LNG'’s obligations under the LBanility Agreements and related finance docume®ésneron LNG has granted security over all
of its assets, subject to customary exceptions adlrejuity interests in Cameron LNG have beengéeido HSBC Bank USA, National Association, as
security trustee for the benefit of all Cameron LblGeditors. As a result, an enforcement actiorthgylenders taken in accordance with the finance
documents could result in the exercise of suchrifgdnterests by the lenders and the loss of osfnmigrinterests in Cameron LNG by Sempra Energy
and the other project partners.

The security trustee under Cameron LNG'’s financiag demand that a payment be made by Sempra Eunedgy its guarantee of Sempra Energy’s
50.2 percent share of senior debt obligations dwepayable either on the date such amounts weré&adweCameron LNG (taking into account cure
periods) in the event of a failure by Cameron LN®ay such senior debt obligations when they beatueeor within 10 business days in the event of
an acceleration of senior debt obligations undertéhms of the finance documents. If an event &fudeoccurs under the Sempra Energy completion
agreement, the security trustee can demand thgpi@demergy purchase its 50.2 percent share dii@fl butstanding senior debt obligations within five
business days (other than in the case of a bardyraetfault, which is automatic).

Terminal Services Agreement

At September 30, 2014, Cameron LNG had a termir@ices agreement with one customer that requirecttistomer to pay capacity reservation and
usage fees to use its Cameron LNG facilities teixeg store and regasify the customer’s LNG. Theeetermination agreement in place that will resul
in the termination of this agreement at the poimiry construction of the new liquefaction facé#iwhere piping tie-ins to the existing regasifarat
terminal become necessary. Based on the full ntdipeoceed that was issued to Cameron LNG'’s eeging, procurement and construction contractor
in October 2014, we expect this termination datedzur during the first quarter of 2017.

ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

You should read the following discussion in conjiime with the Condensed Consolidated Financialedta&ints and the Notes thereto contained in this
Form 10-Q, “Management’s Discussion and Analysigiaancial Condition and Results of Operations” #relConsolidated Financial Statements and
the Notes thereto contained in our 2013 Annual RepoForm 10-K (Annual Report) and “Risk Factoegihtained in our Annual Report.

OVERVIEW

Sempra Energy is a Fortune 500 energy-servicesngpibmpany whose operating units develop enerfygstructure, operate utilities and provide
related services to their customers. Our operaweslivided principally between our California litiéés, which are San Diego Gas & Electric Company
(SDG&E) and Southern California Gas Company (So@a)Gand Sempra International and Sempra U.S. Gaswéer. SDG&E and SoCalGas are
separate, reportable segments. Sempra Internatiahadles two reportable segments — Sempra Southrisen Utilities and Sempra Mexico. Sempra
U.S. Gas & Power also includes two reportable segsne Sempra Renewables and Sempra Natural Gas.

This report includes information for the followiisgparate registrants:

= Sempra Energy and its consolidated ent
. SDG&E

. SoCalGa:
References to “we,” “our” and “Sempra Energy Cortaibd” are to Sempra Energy and its consolidatgities, collectively, unless otherwise indicated
by the context. All references to “Sempra Interoraai” and “Sempra U.S. Gas & Power,” and to thegpective principal segments, are not intended to
refer to any legal entity with the same or similame.

In the first quarter of 2013, a Sempra Energy siiasj, Infraestructura Energética Nova, S.A.B. d¥¢.GlEnova), completed a private offering in the
U.S. and outside of Mexico and concurrent publferrig in Mexico of common stock. IEnova is a separdegal entity, formerly known as Sempra
México, S.A. de C.V., comprised primarily of Sempnaergy’s operations in Mexico. IEnova is includeithin our Sempra Mexico reportable segment,
but is not the same in its entirety as the reptetabgment. In addition to the IEnova operating ganies, the Sempra Mexico segment includes, among
other things, certain holding companies and riskagament activity. Also, IEnova’s financial reswdte reported in Mexico under International
Financial Reporting Standards (IFRS), as requisethb Mexican Stock Exchange (La Bolsa Mexican&deres, S.A.B. de C.V., or BMV) where the
shares are traded under the symbol IENOVA. We distle offerings and IEnova further in Note 5 &f Motes to Condensed Consolidated Financial
Statements herein.

Below are summary descriptions of our operatingsuand their reportable segments.



SEMPRA ENERGY OPERATING UNITS AND REPORTABLE SEGMEN TS

CALIFORNIA UTILITIES

MARKET

SERVICE TERRITORY

SAN DIEGO GAS & ELECTRIC COMPANY
(SDG&E)

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

= Provides electricity to 3.4 million
consumers (1.4 million meters)

= Provides natural gas to 3.2 million
consumers (0.9 million meters)

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

SOUTHERN CALIFORNIA GAS COMPANY
(SOCALGAS)

A regulated public utility; infrastructure supports
natural gas distribution, transmission and storage

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

= Covers a population of 21.3 million (5.8
million meters)

Southern California and portions of central
California (excluding San Diego County, the city of
Long Beach and the desert area of San Bernardino
County) covering 20,000 square miles

We refer to SDG&E and SoCalGas collectively asGaéfornia Utilities, which do not include the titiés in our Sempra International or Sempra U.S.

Gas & Power operating units described below.

We provide summary descriptions of our Sempra hagonal and Sempra U.S. Gas & Power businessew/bel

SEMPRA INTERNATIONAL

MARKET GEOGRAPHIC REGION
SEMPRA SOUTH AMERICAN UTILITIES L] Provides electricity to approximately L] Chile
Infrastructure supports electric transmission and 640,000 customers in Chile and 996,000
distribution customers in Peru . Peru
SEMPRA MEXICO L] Natural gas . Mexico
Develops, owns and operates, or holds interests in:
. natural gas transmission pipelines and . Wholesale electricity
propane and ethane systems
o - . Liquefied natural gas
. a natural gas distribution utility
. electric generation facilities, including
wind
. a terminal for the import of liquefied
natural gas (LNG)
. marketing operations for the purchase
of LNG and the purchase and sale of natural
gas
SEMPRA U.S. GAS & POWER
MARKET GEOGRAPHIC REGION
SEMPRA RENEWABLES L] Wholesale electricity . US.A.
Develops, owns, operates, or holds interests in
renewable energy generation projects
SEMPRA NATURAL GAS L] Wholesale electricity . US.A.
Develops, owns and operates, or holds interests in:
. natural gas pipelines and storage . Natural gas
facilities
o o = Liquefied natural gas
. natural gas distribution utilities
. a terminal in the U.S. for the import and

export of LNG and sale of natural gas




. marketing operations

. a natural gas-fired electric generation
asset

RESULTS OF OPERATIONS

We discuss the following in Results of Operations:

= Overall results of our operations and factors diifigcthose result
= Our segment resul

= Significant changes in revenues, costs and earietygeen period

Our earnings increased by $52 million (18%) to $8##fion in the three months ended September 3042@hile diluted earnings per share increase
$0.20 per share (17%) to $1.39 per share. Foritteemonths ended September 30, 2014, our earmiegsased by $145 million (20%) to $864 million,
while diluted earnings per share increased by $pes&hare (19%) to $3.45 per share.

Due to the delay in the issuance of a final deaigiothe California Utilities’ 2012 General Ratefeg GRC), which was issued by the California Public
Utilities Commission (CPUC) in May 2013 and effeetretroactive to January 1, 2012, the Californiditiés recorded incremental earnings of $77
million ($52 million at SDG&E and $25 million at S8alGas) in the second quarter of 2013 from the@aetive impact for 2012. We provide additional
information on the 2012 GRC in Note 10 of the Ndte€ondensed Consolidated Financial Statemen&srher

The net increase in our earnings and diluted egsnirer share for the three-month period was priyndtie to the following increases (decreases), by
segment:

SDG&E

- $10 million favorable resolution of prior ye’ income tax items in 2014 compared to a $5 milliafamorable resolution in 201

- $10 million higher CPUC base operating margin atitied for 2014 in the 2012 GRC, net of higher -refundable operating cos

Sempra Mexico
. $14 million gain from the sale of a-percent equity interest in the first phase of thergia Sierra Juarez project in July 2!

- $14 million allowance for funds used during constion (AFUDC) in 2014 related to equity associateith construction of the natural ¢
pipeline in Sonor:

- $(6) million decrease in Sempra Mexisogarnings for earnings attributable to noncoritrgliinterests at IEnova following its March 2(
offerings of 18.9 percent of IEnova common st

Sempra Renewables

- $(24) million in gains from the 2013 sale of-percent equity interests in Mesquite Solar 1 angdp@o Mountain Solar

Sempra Natural Gas

- $25 million tax benefit due to the release in 2@f4 ouisiana valuation allowance against a defeteedasset associated with Cameron |
development:

Parent and Other
- $(8) million income tax expense in 2014 for plannegatriation of current year foreign earni

The net increase in our earnings and diluted egsnirer share for the nine-month period ended Sdpe80, 2014 was primarily impacted by the
following increases (decreases), by segment:

SDG&E
- $119 million charge in the second quarter of 2048 16éss from plant closure associated with SDG&fMtivestment in San Onofre Nucl

Generating Station (SONGS), compared to a $(9)janiltharge in 2014 to adjust the total loss froenpliclosure based on a proposed settle
agreement filed with the CPUC, as we discuss ireMoof the Notes to Condensed Consolidated Finb&tagéements here|



- $19 million higher CPUC base operating margin atigied for 2014 in the 2012 GRC and lower -refundable operating cos
- $(52) million favorable impact on 2013 earningsirthe retroactive application for 2012 of the fidakision in the 2012 GR

. $(10) million lower earnings from electric transsit operations primarily due to lower Federal ByeRegulatory Commission (FERC)-
authorized return on equi

SoCalGas
- $27 million higher CPUC base operating margin atifled for 2014 in the 2012 GRC and lower -refundable operating cos
- $(25) million favorable impact on 2013 earningarthe retroactive application for 2012 of the fidakision in the 2012 GR
Sempra Mexico
- $34 million AFUDC in 2014 related to equity asseedwith construction of the natural gas pipelim&onore
. $14 million gain from the sale of a-percent equity interest in the first phase of thergia Sierra Juarez project in July 2!

. $(16) million decrease in Sempra Mexiscearnings for earnings attributable to noncoritglinterests at IEnova following its March 2(
offerings of 18.9 percent of IEnova common st

Sempra Renewables

- $(24) million in gains from the 2013 sale of-percent equity interests in Mesquite Solar 1 angp@o Mountain Solar
- $16 million gain from the sale of a-percent equity interest in Copper Mountain Solar the first quarter of 201

Sempra Natural Gas

- $(44) million gain on the sale of one 625-megawsttV) block of Sempra Natural Gas’ 1,250-MW Mesquewer natural gafired power plar
in the first quarter of 201

- $25 million tax benefit due to the release in 2@f4 ouisiana valuation allowance against a defeteedasset associated with Cameron |
development:

Parent and Other

$63 million income tax expense in the first quadeR013 resulting from a corporate reorganizationonnection with the IEnova stock offerin
- $(32) million income tax expense in 2014 for plashnepatriation of current year foreign earnii

The following table shows our earnings (lossesy&yment, which we discuss below in “Segment Results

SEMPRA ENERGY EARNINGS (LOSSES) BY SEGMENT
(Dollars in millions)

Three months ended September 30, Nine months ended September 30,
2014 2013 2014 2013
California Utilities:
SDG&E(1) $ 157 45% $ 129 44% $ 379 44% $ 285 40%
SoCalGas(2) 98 28 102 34 256 30 266 37
Sempra International:
Sempra South American Utilities 32 9 39 13 109 13 110 15
Sempra Mexico 63 18 39 13 139 16 96 13
Sempra U.S. Gas & Power:
Sempra Renewables 17 5 37 13 63 7 56 8
Sempra Natural Gas 26 8 ) 2) 39 4 55 8
Parent and other(3) (45) (13) (43) (15) (121) (14) (149) (21)
Earnings $ 348 100% $ 296 100% $ 864 100% $ 719 100%

1) After preferred dividends and call premium on preferred stock for 2013.
) After preferred dividends.

3) Includes after-tax interest expense ($37 million and $36 million for the three months ended September 30, 2014 and 2013, respectively, and $106 million and $109
million for the nine months ended September 30, 2014 and 2013, respectively), intercompany eliminations recorded in consolidation and certain corporate costs.

SEGMENT RESULTS

The following section is a discussion of earnirigsges) by Sempra Energy segment, as presented falile above. Variance amounts are the after-tax
earnings impact (based on applicable statutoryates), unless otherwise noted.




EARNINGS BY SEGMENT — CALIFORNIA UTILITIES
(Dollars in millions)

SDGEE SoCalGas

0 s
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SDGEE SoCalGas
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Due to the delay in the issuance of a final denigiothe California Utilities’ 2012 GRC, which wéasued by the CPUC in May 2013 and effective
retroactive to January 1, 2012, the Californiaitik$ recorded the retroactive impact for full-y@8r2 in the second quarter of 2013, resulting in
incremental earnings of $77 million ($52 million#MDG&E and $25 million at SoCalGas) for the ninenths ended September 30, 2013. We provide
additional information on the 2012 GRC in Note I@he Notes to Condensed Consolidated Financiaé®tnts herein.

SDG&E

Our SDG&E segment recorded earnings of:

- $157 million in the three months ended SeptembefG04

- $129 million in the three months ended SeptembeP303 ($134 million before preferred dividends aatl premium)

- $379 million for the first nine months of 20

- $285 million for the first nine months of 2013 (&2&illion before preferred dividends and call prem)

The increase in earnings of $28 million (22%) ia three months ended September 30, 2014 was plyrdag to:

- $10 million favorable resolution of prior ye’ income tax items in 2014 compared to a $5 milliafamorable resolution in 201

- $10 million higher CPUC base operating margin atitled for 2014 in the 2012 GRC, net of higher -refundable operating costs; a

= $8 million favorable impact on the effective taxeran 2014 compared to unfavorable impact in 2Q&r8narily due to updates for forecas
deductions for the full yeaoffset by

- $4 million lower earnings from electric transmissiaperations primarily due to lower FE-authorized return on equit

The increase in earnings of $94 million (33%) i\ finst nine months of 2014 was primarily due to:

. $119 million charge in the second quarter of 20dr3ldss from plant closure associated with SDG&ivestment in SONGS, compared to |
million charge in 2014 to adjust the total lossnfrglant closure, as we discuss in Note 9 of theeblab Condensed Consolidated Finat
Statements herei

- $19 million higher CPUC base operating margin atifled for 2014 in the 2012 GRC and lower -refundable operating costs; a

. $10 million favorable resolution of prior ye’ income tax items in 2014 compared to a $5 milliafamorable resolution in 201 offset by

- $52 million favorable impact on 2013 earnings frifva retroactive application for 2012 of the finakgion in the 2012 GRC; ai

- $10 million lower earnings from electric transmésoperations primarily due to lower FE-authorized return on equit



SoCalGas

Our SoCalGas segment recorded earnings of:

= $98 million in the three months ended SeptembeB04 (both before and after preferred divider

. $102 million in the three months ended SeptembePB303 (both before and after preferred divider

- $256 million for the first nine months of 2014 (%2&illion before preferred dividend

- $266 million for the first nine months of 2013 (¥2@illion before preferred dividend

The decrease in earnings of $4 million (4%) inttivee months ended September 30, 2014 was printArédyto:

- $4 million insurance recovery in 2013 of previouskpensed costs; al

- $3 million favorable resolution of prior ye’ income tax items in 201'offset by

- $3 million higher CPUC base operating margin auteat for 2014 in the 2012 GRC, net of higher -refundable operating cos
The decrease in earnings of $10 million (4%) infthet nine months of 2014 was primarily due to:

- $25 million favorable impact on 2013 earnings friiva retroactive application for 2012 of the finaktsion in the 2012 GR(
. $7 million favorable resolution of prior ye’ income tax items in 201.

- $5 million write-off in 2014 of certain costs incurred associatethvthe Pipeline Safety Enhancement Plan (PSEP)wkat disallowed fc
recovery in the final PSEP decision (as we disau$éote 10 of the Notes to Condensed Consolidatedr€ial Statements herein); a

- $4 million insurance recovery in 2013 of previouskpensed costoffset by

- $27 million higher CPUC base operating margin atiled for 2014 in the 2012 GRC and lower -refundable operating cos

EARNINGS BY SEGMENT — SEMPRA INTERNATIONAL
(Dollars in millions)

Sempra South
American Utilities Sempra Mexico
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Sempra South American Utilitie
Our Sempra South American Utilities segment recdeernings of:

. $32 million in the three months ended SeptembefG04

. $39 million in the three months ended SeptembelB03



- $109 million for the first nine months of 20
- $110 million for the first nine months of 20
The decrease in earnings of $7 million (18%) inttiree months ended September 30, 2014 was printhud to:

- $8 million higher income tax expense, includingrfilion related to Chilean tax reform as we dischefow under “Income TaxesGhilean Ta:
Reform” and

- $4 million lower earnings from foreign currencyaesfts;offset by

- $5 million higher earnings from operations mainliedo an increase in volume and lower cc

The decrease in earnings of $1 million (1%) inftre& nine months of 2014 was primarily due to:

- $12 million lower earnings from foreign currencyeets;

- $9 million higher income tax expense, includingrlion related to Chilean tax reform; a

= $5 million higher interest expense mainly in Chidéated to inflationary effect on local bonoffset by

- $13 million higher earnings from operations maidle to an increase in volume, primarily from custoigrowth, and lower costs; a

- $11 million equity losses related to our investrsdnttwo Argentine natural gas utility holding coamies that were sold in 201

Sempra Mexicc

Our Sempra Mexico segment recorded earnings of:

. $63 million in the three months ended SeptembefG04

. $39 million in the three months ended SeptembefB03

- $139 million for the first nine months of 20

- $96 million for the first nine months of 20:

The increase in earnings of $24 million (62%) ia three months ended September 30, 2014 was plyirdag to:

. $14 million gain from the sale of a-percent equity interest in the first phase of therf§ia Sierra Juarez project in July 2C
- $14 million AFUDC in 2014 related to equity asseedwith construction of the natural gas pipelim&bnora

- $6 million higher earnings from operations at owxitali power plant in 2014; ar

- $3 million lower income tax expense primarily doehe effects from foreign currency and translatbdeferred tax balanceoffset by
- $15 million earnings attributable to noncontrollimgerests at IEnova in 2014 compared to $9 millio8013; anc

- $5 million unfavorable translation effect primaridy Pes-denominated receivable

The increase in earnings of $43 million (45%) ia finst nine months of 2014 was primarily due to:

- $34 million AFUDC in 2014 related to equity asstedwith construction of the natural gas pipelim&bnora

= $14 million gain from the sale of a-percent equity interest in the first phase of therf§ia Sierra Juarez project in July 2C

. $12 million higher earnings from operations maidlye to prior yeas scheduled major maintenance and improved resultsr Mexicali powe
plant; anc

- $6 million lower income tax expense including tifileets from foreign currency and inflatiooffset by
- $34 million earnings attributable to noncontrollimgerests at IEnova in 2014 compared to $18 millim2013; anc

- $5 million higher interest expens

EARNINGS (LOSSES) BY SEGMENT — SEMPRA U.S. GAS & PO WER
(Dollars in millions)
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Sempra Renewable

Our Sempra Renewables segment recorded earnings of:

. $17 million in the three months ended SeptembefG04

. $37 million in the three months ended SeptembefB03

- $63 million for the first nine months of 20:

- $56 million for the first nine months of 20:

The decrease in earnings of $20 million (54%) mttiree months ended September 30, 2014 was pljrdas to:

- $24 million in gains from the 2013 sale oi-percent equity interests in Mesquite Solar 1 angp@o Mountain Solar 2; ar

- $2 million lower earnings attributable to our sadasets, primarily resulting from the third-qua6i.3 sales of equity interests noted abof¥iset
by

= $6 million higher deferred income tax benefits frpmjects placed in service in 20:
The increase in earnings of $7 million (13%) in finst nine months of 2014 was primarily due to:
- $16 million gain from the sale of a-percent equity interest in Copper Mountain Solar the first quarter of 2014; ar

. $16 million higher deferred income tax benefitglunling the benefits of projects placed in seriic2014 and a $5 million reduction of benefit
2013 as a result of Treasury Grant sequestreoffset by

- $24 million in gains from the 2013 sale oi-percent equity interests in Mesquite Solar 1 angp@o Mountain Solar -

Sempra Natural Ga

Our Sempra Natural Gas segment recorded earniogsed) of:

- $26 million in the three months ended SeptembeG04

- $(7) million in the three months ended Septembe2823

- $39 million for the first nine months of 20:

- $55 million for the first nine months of 20:

The increase in earnings of $33 million in the ¢hneonths ended September 30, 2014 was primarilyaue

- $25 million tax benefit due to the release in 2@f4 ouisiana valuation allowance against a defeteedasset associated with Cameron |



developments
- $5 million higher net intercompany interest incoraed
- $4 million higher earnings, primarily from LNG mating operations, due to the impact of higher redtgas prices in 201.offset by
= $7 million lower results from gas storage operatiand natural gas marketing activiti
The decrease in earnings of $16 million (29%) mfilst nine months of 2014 was primarily due to:
- $44 million gain in 2013 on the sale of a -MW block of its Mesquite Power plant, net of rethexpenses; ar
. $12 million lower results from gas storage operaiand natural gas marketing activitioffset by

- $25 million tax benefit due to the release in 2@f4 ouisiana valuation allowance against a defeteedasset associated with Cameron |
developments

- $8 million higher net intercompany interest incoraed

- $7 million lower operating costs at the MesquitevBoplant, primarily depreciation due to the clisation of the remaining 62MW block as a
asset held for sal

Parent and Othel

Losses for Parent and Other were

- $45 million in the three months ended SeptembeG04

- $43 million in the three months ended SeptembeG03

- $121 million for the first nine months of 20

- $149 million for the first nine months of 20

The increase in losses of $2 million (5%) in theéhmonths ended September 30, 2014 was primardyal

- $8 million income tax expense in 2014 for plannepiatriation of current year foreign earninoffset by

. $4 million lower investment net losses on dedicatsskts in support of our executive retirementdefdrred compensation plai

The decrease in losses of $28 million (19%) infitet nine months of 2014 was primarily due to:

- $63 million income tax expense in 2013 resultimgrfra corporate reorganization in connection withlfenova stock offerings; ar

- $5 million higher investment net gains on dedicatsskts in support of our executive retirementd®idrred compensation plaioffset by

$32 million income tax expense in 2014 for planneghtriation of current year foreign earnings;

. $8 million higher net interest expen:

CHANGES IN REVENUES, COSTS AND EARNINGS

This section contains a discussion of the diffeesnmetween periods in the specific line items ef@ondensed Consolidated Statements of Operations
for Sempra Energy, SDG&E and SoCalGas.

Utilities Revenues

Our utilities revenues include

Natural gas revenues &

. SDG&E

. SoCalGa:

= Sempra Mexic’'s Ecogas México, S. de R.L. de C.V. (Eco¢



#» Sempra Natural Gas’ Mobile Gas Service CorporatMabile Gas) and Willmut Gas Company (Willmut Gas)

Electric revenues a
" SDG&E
= Sempra South American Utiliti’ Chilquinta Energia and Luz del S

Intercompany revenues included in the separatentmgeof each utility are eliminated in the SempmarBy Condensed Consolidated Statements of
Operations.

The California Utilities

The current regulatory framework for SoCalGas aB&G&E permits the cost of natural gas purchaseddoe customers (primarily residential and sr
commercial and industrial customers) to be padseadigh to customers in rates substantially as nreduHowever, SoCalGas’ Gas Cost Incentive
Mechanism provides SoCalGas the opportunity toeshthe savings and/or costs from buying natuaalfgr its core customers at prices below or a
monthly market-based benchmarks. This mechanismitgefull recovery of costs incurred when averagechase costs are within a price range around
the benchmark price. Any higher costs incurredamirg)s realized outside this range are shared tatthe core customers and SoCalGas. We provide
further discussion in Notes 1 and 14 of the NateSdnsolidated Financial Statements in the Annegddrt.

The regulatory framework also permits SDG&E to rerahe actual cost incurred to generate or proeleetricity based on annual estimates of the cost
of electricity supplied to customers. The differesiin cost between estimates and actual are rezmbirethe next year through rates.

The table below summarizes revenues and costes §ai our utilities, net of intercompany activity:

UTILITIES REVENUES AND COST OF SALES
(Dollars in millions)

Three months ended Nine months ended
September 30, September 30,
2014 2013 2014 2013
Electric revenues:
SDG&E $ 1,133 $ 970 $ 2,892 $ 2,685
Sempra South American Utilities 354 334 1,072 1,034
Eliminations and adjustments (2) (2) (@) (6)
Total 1,485 1,302 3,957 3,713
Natural gas revenues:
SoCalGas 855 807 2,857 2,694
SDG&E 100 93 391 381
Sempra Mexico 23 21 82 72
Sempra Natural Gas 17 17 84 79
Eliminations and adjustments A7) a7 (53) (50)
Total 978 921 3,361 3,176
Total utilities revenues $ 2,463 $ 2,223 $ 7,318 $ 6,889
Cost of electric fuel and purchased power:
SDG&E $ 441 $ 315 $ 1,036 $ 776
Sempra South American Utilities 239 222 725 685
Total $ 680 $ 537 $ 1,761 $ 1,461
Cost of natural gas:
SoCalGas $ 237 $ 209 $ 1,066 $ 966
SDG&E 39 36 165 157
Sempra Mexico 16 15 56 47
Sempra Natural Gas 6 5 33 25
Eliminations and adjustments (5) 4 (12) (13)
Total $ 293 $ 261 $ 1,308 $ 1,182

Sempra Energy Consolidate
Electric Revenue
During the three months ended September 30, 2@k 4£lectric revenues increased by $183 million (14841.5 billion primarily due to:
. $163 million increase at SDG&E, which includ
o $126 million increase in cost of electric fuel gndchased power, which we discuss below,

o $12 million increase in authorized revenues frori48ttrition; anc



- $20 million increase at Sempra South American ti#t8i primarily due to higher rates and volumebath Luz del Sur and Chilquinta Ener:
offset by foreign currency exchange rate effe

Our utilities’ cost of electric fuel and purchagealver increased by $143 million (27%) to $680 raiilin the three months ended September 30, 2014
due to:

. $126 million increase at SDG&E, which we discusl®we and

- $17 million increase at our South American utitdriven primarily by higher rates and volumesathtluz del Sur and Chilquinta Energia, of
by foreign currency exchange rate effe

During the nine months ended September 30, 20X4leatric revenues increased by $244 million (184$4.0 billion primarily due to:
. $207 million increase at SDG&E, which includ

o $260 million increase in cost of electric fuel gndchased power, which we discuss bel

o $30 million increase in authorized revenues frorfif8attrition, anc

o $15 million higher authorized revenue from electransmissionoffset by

o $61 million favorable impact on 2013 revenues fittya retroactive application of the 2012 GRC dedisir the period from January 2012 thro
December 2012, ar

o $45 million lower recovery of costs associated w@iRUCauthorized refundable programs, which revenuesfahe offset in operation ar
maintenance expenses; ¢

- $38 million increase at Sempra South American ti#ii primarily due to higher rates and volumebath Luz del Sur and Chilquinta Eneri
offset by foreign currency exchange rate effe

Our utilities’ cost of electric fuel and purchagealver increased by $300 million (21%) to $1.8 billiin the nine months ended
September 30, 2014 due to:

. $260 million increase at SDG&E, which we discusi®we and

- $40 million increase at our South American utiitdriven primarily by higher rates and volumesathid_uz del Sur and Chilquinta Energia, of
by foreign currency exchange rate effe

We discuss the changes in electric revenues antbtef electric fuel and purchased power for SEEJI& more detail below.
Natural Gas Revenus

During the three months ended September 30, 26Mp& Energy’s natural gas revenues increased byrfibon (6%) to $978 million, and the cost of
natural gas increased by $32 million (12%) to $&8ion. The increase in natural gas revenues ihetl

. increases in cost of natural gas sold at SoCalGaSB®G&E, as we discuss below; ¢
. $13 million increase in authorized revenues frorh£8ttrition at SoCalGa

During the first nine months of 2014, Sempra En&rggtural gas revenues increased by $185 miléa)(to $3.4 billion, and the cost of natural gas
increased by $126 million (11%) to $1.3 billion.€Timcrease in natural gas revenues included

. increases in cost of natural gas sold at SoCalGasSB®G&E, as we discuss belo
. $45 million increase in authorized revenues frorh£A8ttrition at the California Utilities

= $30 million higher recovery of costs at SoCalGasoamted with CPUGwuthorized refundable programs, which revenuesfhg offset in
operation and maintenance expenses;

- $24 million higher revenues from the advanced nirgenfrastructure project at SoCalGoffset by

- $30 million favorable impact on the California littés’ 2013 revenues from the retroactive applicatiorhef2012 GRC decision, recorded in
second quarter of 2013, for the period from Jan@ah?2 through December 20

We discuss the changes in natural gas revenuethamast of natural gas individually for SDG&E aBdCalGas below.

SDG&E: Electric Revenues and Cost of Electric Fuel andréhased Powe

The table below shows electric revenues for SDG&HHe nine-month periods ended September 30, 28d42013. Because the cost of electricity is



substantially recovered in rates, changes in tsea@ reflected in the changes in revenues. litiaddo the change in cost, electric revenues né®o
during a period are impacted by customer billingley causing a difference between customer billaxgsrecorded or authorized costs. These
differences are required to be balanced over tiemjlting in over- and undercollected regulatoriabaing accounts. We discuss balancing accounts an
their effects further in Note 1 of the Notes to Golidated Financial Statements in the Annual Report

SDG&E
ELECTRIC DISTRIBUTION AND TRANSMISSION
(Volumes in millions of kilowatt-hours, dollars in millions)

Nine months ended Nine months ended
September 30, 2014 September 30, 2013
Customer class Volumes Revenue Volumes Revenue
Residential 5,501 $ 1,042 5,645 $ 962
Commercial 5,245 1,048 5,110 815
Industrial 1,556 251 1,485 192
Direct access(1) 2,761 150 2,681 110
Street and highway lighting 66 11 65 9
15,129 2,502 14,986 2,088
CAISO shared transmission revenue - net(2) 137 210
Other revenues 144 130
Balancing accounts 109 257
Total(3) $ 2,892 $ 2,685
1) The Direct Access (DA) program, which offered all customers the option to purchase their electric commodity services from a third-party Energy Service Provider

(ESP) instead of continuing to receive these services from SDG&E, was implemented in 1998 and suspended in 2001. In 2009, Senate Bill 695 required the CPUC to
develop a process and rules for a limited re-opening of DA to be phased in over a period of time. In 2010, the CPUC adopted the process and rules for the limited re-
opening of DA for non-residential customers under a 4-year phase-in schedule.

2) California Independent System Operator (CAISO).

3) Includes sales to affiliates of $6 million in both 2014 and 2013.

For the three months ended September 30, 2014, $2x3dectric revenues increased by $163 millior?4) 7o $1.1 billion compared to the
corresponding period of 2013 primarily due to:

= $126 million increase in cost of electric fuel gmatchased power primarilgue to the incremental purchase of renewable eretrfjgher price:
and

- $12 million increase in authorized revenues frorh2A8ttrition.
In the first nine months of 2014, SDG&E's electiéwenues increased by $207 million (8%) to $2.Bapilprimarily due to:
- $260 million increase in cost of electric fuel gndchased power, includir
o an increase in purchased power primarily due tartbeemental purchase of renewable energy at highees,offset by
o a decrease in cost of electric fuel primarily dog@tanned outages at SDG-owned generation facilitie:
= $30 million increase in authorized revenues frori28ttrition; anc
= $15 million higher authorized revenue from electramsmissionoffset by

- $61 million favorable impact on 2013 revenues fiitwa retroactive application of the 2012 GRC decisar the period from January 2012 thro
December 2012; ar

- $45 million lower recovery of costs associated witRUCauthorized refundable programs, which revenuesfudhe offset in operation ar
maintenance expenst

We do not include in the Condensed Consolidatett@tents of Operations the commodity costs (andebhenues to recover those costs) associatec
long-term contracts in 2013 that were allocate8D§5&E by the California Department of Water ResesrdHowever, we do include the associated
volumes and distribution revenues in the table ab@Ve provide further discussion of these contrachéotes 1 and 14 of the Notes to Consolidated
Financial Statements in the Annual Report.

SDG&E and SoCalGas: Natural Gas Revenues and Cost ofuNatGas

The tables below show natural gas revenues for SB@a&d SoCalGas for the nine-month periods endeteBdger 30, 2014 and 2013. Because the cost
of natural gas is recovered in rates, changeseirtdist are reflected in the changes in revenuexddition to the change in market prices, natuaal g
revenues recorded during a period are impactetidyifference between customer billings and reabateCPUC-authorized costs. These differences
are required to be balanced over time, resultingvier- and undercollected regulatory balancing ant® We discuss balancing accounts and their
effects further in Note 1 of the Notes to ConsdkdaFinancial Statements in the Annual Report.

SDG&E



NATURAL GAS SALES AND TRANSPORTATION
(Volumes in billion cubic feet, dollars in millions)

Natural Gas Sales Transportation Total
Customer class Volumes Revenue Volumes Revenue Volumes Revenue
Nine months ended September 30, 2014:
Residential 21 % 241 — $ — 21 % 241
Commercial and industrial 11 83 6 8 17 91
Electric generation plants(1) — — 19 1 19 1
32 % 324 25 % 9 57 333
Other revenues 31
Balancing accounts 27
Total(2) $ 391
Nine months ended September 30, 2013:
Residential 24 % 245 — $ 1 24 % 246
Commercial and industrial 11 74 7 9 18 83
Electric generation plants — — 19 12 19 12
35 % 319 26 % 22 61 341
Other revenues 30
Balancing accounts 10
Total(2) $ 381

(1) Lower electric generation plants revenue in 2014 compared to 2013 is due to refunds of previous overcollections to adjust forecasted rates to actual.
(2)  Includes sales to affiliates of $2 million in both 2014 and 2013.

During the three months ended September 30, 2M&&E's natural gas revenues increased by $7 milig#b) to $100 million, while the cost of
natural gas sold increased by $3 million (8%) t® &8llion. The increase in revenues was primarikg do:

= higher cost of natural gas sold, offset by lowéesa&olume, as we discuss below; i

- $3 million higher recovery of costs associated witRUCauthorized refundable programs, which revenuesfidhg offset in operation ar
maintenance expenst

SDG&E'’s average cost of natural gas for the three mamtHed September 30, 2014 was $5.65 per thousarzifeeb(Mcf) compared to $4.85 per A
for the corresponding period in 2013, a 16-peraserease of $0.80 per Mcf, resulting in higher raves and cost of $5 million. The increase in thet co
of natural gas sold was offset by lower sales vesimvhich resulted in lower revenues and cost ahifiion.

During the nine months ended September 30, 201&& s natural gas revenues increased by $10 mil[g%%) to $391 million, and the cost of natural
gas increased by $8 million (5%) to $165 milliomeTincrease in revenues was primarily due to:

= higher cost of natural gas sold, offset by lowendad, as we discuss below; ¢
. $6 million increase in authorized revenues from2@attrition; offset by

= $5 million favorable impact from the retroactivepéipation of the 2012 GRC decision, recorded ingheond quarter of 2013, for the period f
January 2012 through December 2C

SDG&E’s average cost of natural gas for the nine montee September 30, 2014 was $5.52 per Mcf compar®d.45 per Mcf for the correspondi
period in 2013, a 24-percent increase of $1.0Mxr resulting in higher revenues and cost of $3lian. The increase in the cost of natural gasisol
was offset by lower demand for natural gas pringdridm a warmer winter in 2014 compared to the saeréod in 2013, which resulted in lower
revenues and cost of $24 million.

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

Natural Gas Sales Transportation Total
Customer class Volumes Revenue Volumes Revenue Volumes Revenue
Nine months ended September 30, 2014:
Residential 139 % 1,564 2 3 10 141 $ 1,574
Commercial and industrial 68 563 220 197 288 760
Electric generation plants — — 156 32 156 32
Wholesale — — 109 18 109 18
207 % 2,127 487 $ 257 694 2,384
Other revenues 74
Balancing accounts 399
Total(1) $ 2,857
Nine months ended September 30, 2013:
Residential 167 $ 1,566 2 3 6 169 $ 1,572
Commercial and industrial 74 510 218 180 292 690
Electric generation plants — — 158 35 158 35
Wholesale — — 123 20 123 20

241 $ 2,076 501 $ 241 742 2,317



Other revenues 76
Balancing accounts 301
Total(1) $ 2,694

(1) Includes sales to affiliates of $51 million in 2014 and $48 million in 2013.

During the three months ended September 30, 20i@al&as’ natural gas revenues increased by $48Bm{6%) to $855 million, and the cost of
natural gas sold increased by $28 million (13%$287 million. The revenue increase included

= an increase in the market price of natural gastmased, offset by lower demand, as we discuss bt
. $13 million increase in authorized revenues fror£attrition; anc

- $2 million higher recovery of costs associated witRUC-authorized refundable programs, which revenuesfidhg offset in operation ar
maintenance expenst

SoCalGas’ average cost of natural gas for the time®ths ended September 30, 2014 was $4.75 pecdgpared to $3.91 per Mcf for the
corresponding period in 2013, a 21-percent incred$6.84 per Mcf, resulting in higher revenues aast of $42 million. The increase in the average
cost of natural gas sold was offset by lower sat#smes, which resulted in lower revenues and ¢b$tL.4 million.

During the nine months ended September 30, 201@al&as’'natural gas revenues increased by $163 million @p.9 billion, and the cost of natu
gas sold increased by $100 million (10%) to $1ltlobi. The revenue increase included

= an increase in the market price of natural gastmased, offset by lower demand, as we discuss bt
. $39 million increase in authorized revenues frorh4f28ttrition;

- $30 million higher recovery of costs associatechwitPUCauthorized refundable programs, which revenuesfidhe offset in operation ar
maintenance expenses; ¢

- $24 million higher revenues from the advanced niregenfrastructure projecoffset by

- $25 million favorable impact from the retroactivgpéication of the 2012 GRC decision, recorded mshcond quarter of 2013, for the period {
January 2012 through December 2C

For the first nine months of 2014, SoCalGas’ averemst of natural gas was $5.15 per Mcf comparé&d 01 per Mcf for the corresponding period in
2013, a 28-percent increase of $1.14 per Mcf, tiegpin higher revenues and cost of $235 millioheTncrease in the average cost of natural gas sold
was offset by lower demand for natural gas pringdribm a warmer winter in 2014 compared to the saeréod in 2013, which resulted in lower
revenues and cost of $135 million.

Other Utilities: Revenues and Cost of Sales

Revenues generated by Chilquinta Energia and Liweare based on tariffs that are set by goventmgencies in their respective countries based on
an efficient model distribution company definedthgse agencies. The bases for the tariffs do net the requirement necessary for treatment under
applicable accounting principles generally accepidtie United States of America (U.S. GAAP) fogu&atory accounting. We discuss revenue
recognition further for Chilquinta Energia and Lded Sur in Note 1 of the Notes to Consolidated fai@ Statements in the Annual Report.

Operations of Mobile Gas, Willmut Gas and Ecogaalifjufor regulatory accounting treatment under laggble U.S. GAAP, similar to the California
Utilities.

The table below summarizes natural gas and elaetvienues for our utilities outside of Californa the nine-month periods ended September 30, 2014
and 2013:

OTHER UTILITIES
NATURAL GAS AND ELECTRIC REVENUES
(Dollars in millions)

Nine months ended Nine months ended
September 30, 2014 September 30, 2013
Volumes Revenue Volumes Revenue
Natural Gas Sales (billion cubic feet):
Sempra Mexico — Ecogas 18 $ 82 18 $ 72
Sempra Natural Gas:
Mobile Gas (including transportation) 29 66 29 64
Willmut Gas 2 18 2 15
Total 49 $ 166 49 $ 151

Electric Sales (million kilowatt hours):
Sempra South American Utilities:
Luz del Sur 5,458 $ 642 5,221 $ 585



Chilquinta Energia 2,192 394 2,127 405

7,650 1,036 7,348 990
Other service revenues 36 44
Total $ 1,072 $ 1,034
Energy-Related Businesses: Revenues and Cost of Sales
The table below shows revenues and cost of salesifeenergy-related businesses:
ENERGY-RELATED BUSINESSES: REVENUES AND COST OF SALES
(Dollars in millions)
Three months ended Nine months ended
September 30, September 30,
2014 2013 2014 2013
Energy -related businesses revenues:
Sempra South American Utilities $ 25 % 30 $ 7% 85
Sempra Mexico 211 167 539 447
Sempra Renewables 10 25 25 76
Sempra Natural Gas 235 195 664 604
Intersegment revenues, adjustments and eliminations(1) (129) (89) (333) (249)
Total energy-related businesses revenues $ 352 $ 328 $ 970 _ $ 963
Cost of natural gas, electric fuel and purchased po  wer(2):
Sempra South American Utilities $ 3 3 — $ 10 $ —
Sempra Mexico 108 72 272 189
Sempra Renewables — — — 3
Sempra Natural Gas 179 134 473 378
Adjustments and eliminations(1) (127) (86) (328) (245)
Total cost of natural gas, electric fuel
and purchased power $ 163 $ 120 $ 427 % 325
Other cost of sales(2):
Sempra South American Utilities $ 17 $ 23 % 50 $ 63
Sempra Mexico 4 3 9 18
Sempra Natural Gas 23 22 69 69
Adjustments and eliminations(1) 2 Q (6) (6)
Total other cost of sales $ 42  $ 47  $ 122 $ 144
1) Includes eliminations of intercompany activity.
2) Excludes depreciation and amortization, which are shown separately on the Condensed Consolidated Statements of Operations.

During the three months ended September 30, 2@¥énues from our energy-related businesses inatdys$24 million (7%) to $352 million. The
increase included

= $44 million higher revenues at Sempra Mexico pritmalue to higher natural gas and power prices\aidmes; ant

- $40 million increase at Sempra Natural Gas maintynf the favorable impact of higher natural gas gwiin 2014 from its LNG marketi
operations, offset by lower revenues from its reltgas marketing activitieoffset by

. $40 million primarily from higher intercompany elinations associated with sales between Sempra &ldas and Sempra Mexico; a

. $15 million lower revenues at Sempra Renewablesigndue to the deconsolidation of Mesquite Solan@l Copper Mountain Solar 2 in the tt
quarter of 2013

During the three months ended September 30, 2B&4;dst of natural gas, electric fuel and purchaseeer for our energy-related businesses increased
by $43 million (36%) to $163 million primarily due:

- $45 million increase at Sempra Natural Gas primatile to higher natural gas costs and volumes
- $36 million increase at Sempra Mexico primarily dadigher natural gas costs and volunoffset by

- $41 million primarily from higher intercompany elinations of costs associated with sales betweerp8eNatural Gas and Sempra Mexi

For the first nine months of 2014, revenues fromenergy-related businesses increased by $7 m{{li&6) to $970 million. The increase included

- $92 million higher revenues at Sempra Mexico pritpatue to higher natural gas and power prices\aidmes; ant

$60 million increase at Sempra Natural Gas maintynf the favorable impact of higher natural gas gwiin 2014 from its LNG marketi
operations, offset by lower revenues from its reltgas marketing activitieoffset by



- $84 million primarily from higher intercompany elinations associated with sales between Sempra &ldbas and Sempra Mexico; a

- $51 million lower revenues at Sempra Renewablesigndue to the deconsolidation of Mesquite Solan@l Copper Mountain Solar 2 in the tt
quarter of 2013

For the first nine months of 2014, the cost of ratgas, electric fuel and purchased power foremargy-related businesses increased by $102 million
(31%) to $427 million primarily due to:

- $95 million increase at Sempra Natural Gas primatile to higher natural gas costs and volumes
- $83 million increase at Sempra Mexico primarily dadigher natural gas costs and volunoffset by

- $83 million primarily from higher intercompany elinations of costs associated with sales betweerp8eNatural Gas and Sempra Mexi

Operation and Maintenance
Sempra Energy Consolidated
Our operation and maintenance expenses increasg@admillion (4%) to $726 million in the three mbstended September 30, 2014 and decreased by

$31 million (1%) to $2.1 billion in the first nimaonths of 2014. The changes in both periods wenegpily attributable to SDG&E and SoCalGas,
which we discuss below.

SDG&E

For the three months ended September 30, 2014, $2x3dperation and maintenance expenses increassitbgillion (4%) to $276 million primarily
due to:

- $6 million higher litigation expens

= $5 million higher operation and maintenance costsluding labor, contract services and administemtand support costs (neefundabl
operating costs); ar

- $3 million higher expenses associated with CPAl@horized refundable programs, including $13 orilldue to lower operation and mainten:
expenses at SONGS, for which all costs incurredudierecovered in revenue (refundable programesrges)offset by

. $4 million decrease at Otay Mesa V
In the first nine months of 2014, SDG&E's operataomd maintenance expenses decreased by $68 ni8Rénto $784 million primarily due to:

= $45 million lower expenses associated with CPaihorized refundable programs, including $48 onilldue to lower operation and mainten:
expenses at SONGS, for which all costs incurredudierecovered in revenue (refundable programemges)

. $20 million decrease at Otay Mesa VIE; ¢

. $10 million lower operation and maintenance costsjuding labor, contract services and administeatand support costs (neefundabl
operating costsoffset by

- $7 million higher litigation expens

SoCalGas

For the three months ended September 30, 2014 |Sae€aperation and maintenance expenses increased hyifitth (4%) to $326 million primarily
due to:

- $7 million insurance recovery in 2013 of previouskpensed cos

- $5 million higher operation and maintenance costsluding labor, contract services and administetand support costs (neefundabl
operating costs); ar

= $2 million higher expenses associated with CPalfhorized refundable programs for which all castsurred are fully recovered in revet
(refundable program expense

In the first nine months of 2014, SoCalGas’ operatind maintenance expenses increased by $32m({#) to $968 million primarily due to:

- $30 million higher expenses associated with CRuW@orized refundable programs for which all castaurred are fully recovered in revet
(refundable program expenses);

- $7 million insurance recovery in 2013 of previouskpensed cosoffset by



- $2 million lower operation and maintenance costsluiding labor, contract services and administeaéind support costs (neefundable operatir
costs).

Plant Closure (Loss) Adjustmer

SDG&E has a 20-percent ownership interest in SONG&iclear generating facility near San Clemengéif@nia. SONGS’ Units 2 and 3 were shut

down in early 2012 due to steam generator issunek,ia June 2013, Southern California Edison, tlagonity owner and operator of SONGS, made a

decision to permanently retire these two unitshBrsecond quarter of 2013, SDG&E recorded a pretarge of $200 million, which represents the

portion of SDG&E's investment in SONGS and assedatosts that management estimated may not beenexxbin rates based on prior CPUC

precedent. In the first quarter of 2014, SDG&E rded a $13 million favorable adjustment to adjbsttotal loss from plant closure (in addition te th

amount recorded in 2013), based on a proposeérsettit agreement filed with the CPUC. We discuss G8Rurther in Note 9 of the Notes to
Condensed Consolidated Financial Statements herein.

Gain on Sale of Equity Interests and Assets

Gain on sale of equity interests and assets imitieemonths ended September 30, 2013 includedtferilion gain ($44 million after-tax) from the
sale of one 625-MW block of the Mesquite Power redtgas-fired power plant (in the first quarter).

Also included in this line item are gains on thie s 50-percent equity interests in 2014 and 284 ®llows:
2014:

- $19 million ($14 million afte-tax) for the first phase of the Energia Sierradndroject (in the third quarte
- $27 million ($16 million afte-tax) for Copper Mountain Solar 3 (in the first qea)y

2013:

. $36 million ($22 million afte-tax) for Mesquite Solar 1 (in the third quart

. $4 million ($2 million afte-tax) for Copper Mountain Solar 2 (in the third cheay

Equity Earnings, Before Income Ta

For the three months and nine months ended Septe3b2014, equity earnings, before income taxgased by $19 million and $41 million,
respectively.

The increase for the three-month period was prigattributable to:

- $7 million equity earnings in 2014 compared to $illion equity losses in 2013 from investments ahfpra Renewables, including Mesq
Solar 1, the California solar partnership and Rialge 2; anc

= $2 million higher equity earnings from the Rockigress investment at Sempra Natural (
The increase for the first nine months of 2014 prsarily attributable to:

- $18 million equity earnings in 2014 compared to $diflion equity losses in 2013 from investmentsSampra Renewables, including Mesq
Solar 1, the California solar partnership, Fowladge 2 Wind Farm and Copper Mountain Solar 2;

- $11 million higher equity earnings from Rockies Eegs.

Other Income, Net
Sempra Energy Consolidated

For the three months and nine months ended Septe8@b2014, other income, net, increased by $1Bamiand $39 million, respectively, including $
million and $34 million, respectively, of AFUDC egkd to equity in 2014 associated with construatibthe Sonora natural gas pipeline at Sempra
Mexico. Construction on the first segment of the&a Pipeline was completed in October 2014.

Income Taxes

The table below shows the income tax expense dadtieke income tax rates for Sempra Energy, SDG&# &oCalGas.




INCOME TAX EXPENSE AND EFFECTIVE INCOME TAX RATES
(Dollars in millions)

Effective Effective
Income Tax Income Income Tax Income
Expense Tax Rate Expense Tax Rate
Three months ended September 30,
2014 2013
Sempra Energy Consolidated $ 71 16% $ 117 27%
SDG&E 65 28 84 38
SoCalGas 44 31 38 27
Nine months ended September 30,
2014 2013
Sempra Energy Consolidated $ 291 24% $ 327 30%
SDG&E 217 35 147 33
SoCalGas 110 30 107 29

Sempra Energy Consolidated
The decrease in income tax expense in the thre¢hdended September 30, 2014 was mainly due twer leffective tax rate, primarily from:

- $25 million tax benefit due to the release in 2@f4 ouisiana valuation allowance against a defeteedasset associated with Cameron |
developments

= higher income tax benefit from Mexican currencyiation and inflation adjustments; a
= favorable adjustments to prior ye' income tax items in 201.0ffset by
- $8 million U.S. tax on the repatriation of a portiof current year earnings from certain -U.S. subsidiaries in Mexico and Pe

In the first nine months of 2014, the decreased@oine tax expense was due to a lower effectiveat#x offset by higher pretax income. The lower
effective income tax rate was primarily due to:

- $63 million income tax expense in 2013 resultingnfra corporate reorganization in connection with Enova stock offerings. We discuss
stock offerings in Note 5 of the Notes to CondenSedsolidated Financial Statements herein;

- $25 million tax benefit due to the release in 2@f4 ouisiana valuation allowance against a defeteedasset associated with Cameron |
developmentsoffset by

- $32 million U.S. tax on the repatriation of a portiof current year earnings from certain -U.S. subsidiaries in Mexico and Peru; i

= a $17 million charge to reduce certain tax regujatssets attributed to SDG&EInvestment in SONGS that may no longer be reedlerfron
customers in rates pursuant to the proposed settieagreement to resolve the CPE®@rder Instituting Investigation (Oll) into the 8GS
outage that we discuss in Note 9 of the Notes tod€nsed Consolidated Financial Statements he

As noted in “Results of Operations — Changes inéReaes, Costs and Earnings — Income Taxes” in “Mamagt's Discussion and Analysis of Financial
Condition and Results of Operations” in the AnnRaport, we have planned to repatriate a portiocuafent earnings beginning in 2014 from our
subsidiaries in Mexico and Peru. Currently, allatejated earnings from January 1, 2014 forwarduced for previously taxed income) are subject to
U.S. income tax (with credits for foreign incomaea), and repatriation from Peru is subject tollcoantry withholding tax. Because any repatriation
would only be from earnings in 2014 and later yeididoes not change our current assertion thanvead to continue to indefinitely reinvest our
cumulative undistributed non-U.S. earnings throDglcember 31, 2013. Therefore, we do not intendé&these cumulative undistributed earnings as a
source of funding for U.S. operations.

As we discuss in Note 5 of the Notes to Condensmtsalidated Financial Statements herein, Sempreggn8DG&E and SoCalGas record income
taxes for interim periods utilizing a forecastefkefive tax rate anticipated for the full yearraquired by U.S. GAAP. The income tax effect ofrite
that can be reliably forecasted on a full year$asé factored into the forecasted effective téx amd their impact is recognized proportionatelgrahe
year. Items that cannot be reliably forecastedererded in the interim period in which they adyiakcur, which can result in variability to incortex
expense.

Due to the extension of bonus depreciation, SefBpegy, SDG&E and SoCalGas generated large U.8rdédet operating losses (NOLs) in 2011 and
2012. We discuss further the impact of NOLs on Senimergy, SDG&E and SoCalGas in “Results of Opanat— Changes in Revenues, Costs and
Earnings — Income Taxes” in “Management’s Discussiod Analysis of Financial Condition and Resuft®perations” in the Annual Report.

Chilean Tax Reform

The 2014 Chilean Tax Reform Bill (Tax Reform Bligcame effective on September 29, 2014. Taxpayses &n option of being taxed under two
approaches. For the approach that we intend totséhe corporate income tax rates will increaselgally, between 2014 and 2017, from 21 percent to
27 percent. To reflect the impact of the changxlaw, we remeasured our Chilean deferred taarfzals, which resulted in an additional $6 millién o
deferred tax expense that was recorded in the tpiadter of 2014. The Tax Reform Bill also impoadax on earnings distributed to non-Chilean
shareholders. However, since Sempra Energy intenidslefinitely reinvest the cumulative Chileanrgags, there is no impact from the Tax Reform



Bill's shareholder level income tax.
SDG&E

The decrease in SDG&E’s income tax expense inhreetmonths ended September 30, 2014 was mainlioduwer effective tax rate, primarily
from:

= favorable adjustments to prior ye' income tax items in 2014 compared to unfavorabjestichents in 2013; ar

= lower unfavorable impact on our effective tax rge€014 from the reversal through book depreciatibpreviously recognized tax benefits fc
certain portion of utility fixed assetoffset by

= lower deductions for sedeveloped software expenditur

The increase in SDG&E’s income tax expense in the months ended September 30, 2014 was due terhigatax income and a higher effective tax
rate. The higher effective tax rate was primarile do:

= the $17 million charge to reduce certain tax reguiaassets attributed to SDG/'s investment in SONGS discussed abt
= lower exclusions from taxable income of the eqpidytion of AFUDC; anc

= lower deductions for sedeveloped software expendituroffset by

= favorable adjustments to prior ye' income tax items in 2014 compared to unfavorabjesaichents in 2012

The results for Sempra Energy Consolidated and SB@&lude Otay Mesa VIE, which is not included ien$pora Energy’s federal or state income tax
returns but is consolidated for financial statenmenposes, and therefore, Sempra Energy Consalideaed SDG&E's effective income tax rates are
impacted by the VIE’s stand-alone effective incamerate. We discuss Otay Mesa VIE further in Nt the Notes to Condensed Consolidated
Financial Statements herein.

SoCalGas

The increase in SoCalGas’ income tax expense ithtlee months ended September 30, 2014 was maielyada higher effective tax rate, primarily
from:

= favorable adjustments to prior ye' income tax items in 2013; al
= lower deductions for sedeveloped software expenditur

The increase in SoCalGas’ income tax expense inittemonths ended September 30, 2014 was maielyala higher effective tax rate, primarily
from:

= favorable adjustments to prior ye' income tax items in 201:offset by
= higher deductions for certain repairs expendittinas are capitalized for financial statement puesc
Mexican Currency Exchange Rate and Inflation Immactncome Taxes and Related Economic Hedging Ac

Our Mexican subsidiaries have U.S. dollar denoneid&iash balances, receivables and payables (mpr@ateats and liabilities) that give rise to Mexi

currency exchange rate movements for Mexican incax@urposes. They also have deferred incomedsata and liabilities that are denominated in
the Mexican peso, which must be translated to to8ars for financial reporting purposes. In adwtiti monetary assets and liabilities are adjusted fo
Mexican inflation for Mexican income tax purposes.

The fluctuations in both the currency exchange f@t¢he Mexican peso against the U.S. dollar, wéthard to Mexican monetary assets and liabilities,
and Mexican inflation are subject to Mexican incai@e and thus may expose us to fluctuations inlmome tax expense. The income tax expense of
Sempra Mexico is impacted by these factors. Frame to time, we may utilize short-term foreign caay derivatives at our subsidiaries and at the
consolidated level as a means to manage thesewgggos

For Sempra Energy Consolidated, the impacts retatéfie factors described above are as follows:

MEXICAN CURRENCY IMPACT ON INCOME TAXES AND RELATED ECONOMIC HEDGING ACTIVITY
(Dollars in millions)
Three months ended Nine months ended
September 30, September 30,
2014 2013 2014 2013

Income tax benefit (expense) on currency exchange
rate movement of monetary assets and liabilities $ 4 $ 1 $ 4 $ (6)



Translation of non-U.S. deferred income tax balances 5 — 5 —

Income tax expense on inflation — — Q) —

Total impact included in Income Tax Benefit (Expense) 9 1 8 (6)
After-tax (losses) gains on Mexican peso exchange rate

instruments (included in Other Income, Net) (4) — (4 4
Net impacts on Sempra Energy Condensed

Consolidated Statements of Operations $ 5 $ 1 $ 4 $ (2)

Equity Earnings, Net of Income Ta

In the nine months ended September 30, 2014, eqaityings of unconsolidated subsidiaries, netadrime tax, increased primarily due to $11 million
equity losses in 2013 related to our investmentsymArgentine natural gas utility holding compamias we discuss in Note 4 of the Notes to Conatk
Consolidated Financial Statements herein.

Earnings Attributable to Noncontrolling Interest

Sempra Energy Consolidated

Earnings attributable to noncontrolling interestsev$35 million for the three months ended Septer80e2014 compared to $22 million for the same
period in 2013. The net change of $13 million inield

- $7 million increase in earnings attributable to camtrolling interest at Otay Mesa VIE; a
. $6 million increase in earnings attributable to camtrolling interests of IEnovi

Earnings attributable to noncontrolling interestsev$76 million for the nine months ended Septer8Be2014 compared to $41 million for the same
period in 2013. The net change of $35 million inield

- $19 million increase in earnings attributable tacantrolling interest at Otay Mesa VIE; a

= $16 million increase in earnings attributable teecmntrolling interests of IEnov.

Earnings

We discuss variations in earnings by segment abot®egment Results.”

CAPITAL RESOURCES AND LIQUIDITY

We expect our cash flows from operations to fursdiastantial portion of our capital expenditures dividends. In addition, we may meet our cash
requirements through the issuance of securitietyding short-term and long-term debt securitiéstridbutions from our equity method investments and
project financing.

Our lines of credit provide liquidity and suppoonemercial paper. As we discuss in Note 6 of theelad Condensed Consolidated Financial Stater
herein, Sempra Energy, Sempra Global (the holdimapainy for our subsidiaries not subject to Calif@uwrtility regulation) and the California Utilities
each have five-year revolving credit facilitiespeing in March 2017. At Sempra Energy and the fBatia Utilities, the agreements are syndicated
broadly among 24 different lenders and at Sempad&) among 25 different lenders. No single lerftes greater than a 7-percent share in any
agreement. The table below shows the amount ofedlaifunds on these credit facilities at Septen3fgr2014:

AVAILABLE FUNDS AT SEPTEMBER 30, 2014
(Dollars in millions)

Sempra Energy

Consolidated SDG&E SoCalGas
Unrestricted cash and cash equivalents(1) $ 667% 33% 25
Available unused credit(2) 2,878 558 658
1) Amounts at Sempra Energy Consolidated include $591 million held in non-U.S. jurisdictions that are unavailable to fund U.S. operations unless repatriated, as we
discuss below.
) Available credit is the total available on Sempra Energy's, Sempra Global's and the California Utilities' credit facilities that we discuss in Note 6 of the Notes to

Condensed Consolidated Financial Statements herein. Borrowings on the shared line of credit at SDG&E and SoCalGas are limited to $658 million for each utility
and a combined total of $877 million. SDG&E's available funds reflect commercial paper outstanding of $100 million supported by the line. Some of Sempra Energy's
subsidiaries, primarily our foreign operations, have additional general purpose credit facilities, aggregating $875 million at September 30, 2014. Available unused
credit on these lines totaled $630 million at September 30, 2014.

Sempra Energy Consolidate



We believe thatthese available funds and cash flows from operatidistributions from equity method investments aseturities issuances, and
project financing and partnering in joint venturedl| be adequate to fund operations, including to:

= finance capital expenditur

- meet liquidity requirement

- fund shareholder divident

= fund new business acquisitions or «ups
= repay maturing lor-term debt

In September and March 2014, SoCalGas publiclyeffeand sold $500 million and $250 million of 3 A&cent and 4.45-percent notes maturing in
2024 and 2044, respectively. In June 2014, Sempeagy publicly offered and sold $500 million of B:percent notes maturing in 2024. In 2013,
Sempra Energy and SDG&E publicly offered and s@ltdecurities totaling $500 million and $450 roiflj respectively, maturing in 2023. In 2013,
Sempra Mexico issued debt securities totaling $40Bon U.S. dollar equivalent maturing in 2018 a2@23. Changing economic conditions could a

the availability and cost of both short-term andgderm financing. If cash flows from operationsrevéo be significantly reduced or we were unable to
borrow under acceptable terms, we would likelytfiesiuce or postpone discretionary capital expenekt (not related to safety) and investments in new
businesses. If these measures were necessaryythiy primarily impact certain of our Sempra Intional and Sempra U.S. Gas & Power businesses
before we would reduce funds necessary for theioggteeds of our utilities. We continuously monitarr ability to finance the needs of our operating,
investing and financing activities in a manner éstesit with our intention to maintain strong, intraent-grade credit ratings and capital structure.

In addition to capital expenditures and changgsuislicly traded securities and commercial paperdwings, large investing and financing cash items
contributing to the $237 million net decrease impea Energy Consolidated cash and cash equivaée®sptember 30, 2014 compared to Decemb
2013 included increases (decreases) in cash of:

- $(450) million common dividends pa
- $(109) million for acquisition of a f-percent equity interest in four solar projects iayV2014
- $66 million cash proceeds from the sale of -percent equity interest in Copper Mountain Solar Blarch 2014, net of $2 million cash sc

- $84 million in net proceeds from a constructiomlealated to Copper Mountain Solar 3 in March 2ahé;loan was deconsolidated upon the
We discuss the Copper Mountain Solar 3 transacfigtiser in Notes 3 and 6 of the Notes to Conderealsolidated Financial Statements he

- $24 million cash proceeds from the sale of gpBfeent equity interest in the first phase of thergia Sierra Juarez wind generation project ip
2014, net of $2 million cash so

- $82 million proceeds from a construction loan mediato the Energia Sierra Juarez project in Jund;28& loan was deconsolidated upon the
We discuss the Energia Sierra Juarez transactiotieef in Notes 3 and 6 of the Notes to Condensats@idated Financial Statements hel

At September 30, 2014, our cash and cash equigatehd in non-U.S. jurisdictions that are unavadéab fund U.S. operations unless repatriated are
$591 million. As we discuss in “Results of Operaie- Changes in Revenues, Costs and Earnings mén€axes” in “Management’s Discussion and
Analysis of Financial Condition and Results of Giems” in the Annual Report, we plan to repatriafeortion of current earnings beginning in 2014
from certain of our non-U.S. subsidiaries in Mexa&al Peru. Because this potential repatriation d/ouly be from earnings since January 1, 2014, it
does not change our current assertion that wedrttenontinue to indefinitely reinvest our cumulatundistributed not.S. earnings through Decem
31, 2013. Therefore, we do not intend to use thasaulative undistributed earnings as a sourcerdifig for U.S. operations.

We have significant investments in several trustsrovide for future payments of pensions and olostretirement benefits, and nuclear
decommissioning. Changes in asset values, whiclegrendent on the activity in the equity and fikembme markets, have not affected the trust funds’
abilities to make required payments, but along wittumber of other factors such as changes touhi$cates, assumed rates of returns and regulations
may impact funding requirements for pension an@iofostretirement benefit plans and the nucleaometssioning trusts. At the California Utilities,
funding requirements are generally recoverablaies.

We discuss our principal credit agreements motg fmINote 6 of the Notes to Condensed Consolid&iedncial Statements herein.

Our short-term debt is primarily used to meet litjtyi requirements, fund shareholder dividends, teraply finance capital expenditures, and fund new
business acquisitions or start-ups. Our corpoifadetderm, unsecured promissory notes, or commiguejger, were our primary source of shiemm deb
funding in the first nine months of 2014.

California Utilities

SDG&E and SoCalGas expect that available fund$) ftaws from operations and debt issuances willticae to be adequate to meet their working
capital and capital expenditure requirements.

In October 2014, SoCalGas declared and paid $10@min common dividends. In 2013, SoCalGas dexdaaind paid $50 million in common



dividends. As a result of the increase in SoCal®apital investment programs over the next few gjeand the increase in SoCalGas’ authorized
common equity weighting as approved by the CPUthéncost of capital proceeding, SoCalGas’ dividesrdsommon stock declared on an annual
historical basis may not be indicative of futureldeations, or may be temporarily suspended owen#xt few years to maintain SoCalGas’ authorized
capital structure during the periods of high cdpitaestments. We discuss the cost of capital prdiey in Note 14 of the Notes to Consolidated
Financial Statements in the Annual Report.

In October 2014, SDG&E declared and paid $100 onilin common dividends. On the same date, SDG&& @dslared $100 million in common
dividends payable on December 23, 2014. As a reS@DG&E'’s large capital investment program over past few years, SDG&E did not pay
common dividends to Sempra Energy in 2013. Howeligz,to the completion of construction of the SsmfPowerlink transmission power line in June
2012, SDG&E has resumed the declaration and payafefitidends on its common stock in 2014.

SDG&E uses the Energy Resource Recovery AccounR@@malancing account to record the net of its alctost incurred for electric fuel and
purchased power and the amount billed to custoieetes. Primarily as a result of delays in thaJCHssuing final decisions on SDG&E’s ERRA-
related filings, as of September 30, 2014, SDG&HERRA balance is undercollected by $489 millionFebruary 2014, the CPUC issued a decision
granting SDG&E authority to increase rates to recan ERRA Trigger revenue requirement of $22 liomjlwhich rate increase was effective on April
1, 2014 and will continue through December 31, 2045/ay 2014, the CPUC issued a final decisionrapipg SDG&E's proposed 2014 ERRA
revenue requirement of $1.23 billion, an increas®242 million, which rate increase was effectiveAugust 1, 2014. With these rate changes, and
assuming that actual energy resource costs incapprbximate what was assumed in the proposed EBRRA revenue requirement, management
expects the undercollected balance in ERRA to dserbetween now and the end of 2015. We discudsRRA Trigger and the status of the ERRA
filings further in Note 10 of the Notes to Condeth&onsolidated Financial Statements herein andigeedaformation on how the increasing
undercollected balance in ERRA has impacted SDG&&ur discussion of “Cash Flows From Operating Witids” below.

Sempra South American Utilitie

We expect projects at Chilquinta Energia and LuAde to be funded by available funds, funds insiyngenerated by those businesses and by external
borrowings.

Sempra Mexicc

We expect projects in Mexico to be funded througiombination of available funds, funds internalgngrated by the Mexico businesses, securities
issuances, project financing and partnering intjeéntures. In June and August 2014, IEnova entietedwo threeyear term, corporate revolving cre
facility agreements providing $200 million and $1@0lion, respectively, to finance working capitaid for other general corporate purposes. IEnova
drew down $40 million in July 2014 and $105 millisnAugust 2014 from the first facility. In June 20 Sempra Mexico also entered into a $240
million loan to finance the construction of thesfiphase of Energia Sierra Juarez, as we discidstén6 of the Notes to Condensed Consolidated
Financial Statements herein. The loan agreementdes for a $31.7 million letter of credit facilitfempra Mexico also entered into a separate, Peso-
denominated credit facility for up to $35 million&! dollar equivalent to fund the value added tathe project. In June 2014, Sempra Mexico drew
down $82 million from the loan. In July 2014, Sempexico sold a 50-percent equity interest in ih& phase of Energia Sierra Juarez to a wholly
owned subsidiary of InterGen N.V. for cash proce&db24 million, net of $2 million cash sold. Serapvlexico’s interest in Energia Sierra Juarez is
now accounted for under the equity method, ané&million of long-term debt was deconsolidatethattime of sale, as we discuss in Notes 3 and 4
of the Notes to Condensed Consolidated Financeéie8tents herein.

Sempra Renewable

We expect Sempra Renewables to require funds éodelrelopment of and investment in renewable engrgjgcts. Projects at Sempra Renewables

be financed through a combination of operating d¢lsi, project financing, funds from the parentrtparing in joint ventures, and other forms of egui
sales. The Sempra Renewables projects have plamsedvice dates through 2016. In March 2014, Senf@newables received a $356 million
construction loan related to Copper Mountain S8|aas we discuss in Note 6 of the Notes to Condk@smsolidated Financial Statements herein.
Copper Mountain Solar 3 made an initial draw-dowrtlee loan of $97 million. Later in March 2014, SegmRenewables sold a 50-percent equity
interest in Copper Mountain Solar 3 to Consoliddedison Development (ConEdison Development). SemRgrzewables’ interest in Copper Mountain
Solar 3 is now accounted for under the equity mead its long-term debt was deconsolidated uperséte. Sempra Renewables received $66 million
in net cash from the sale. In May 2014, Sempra Rebkes invested $109 million to become a 50-perparther with ConEdison Development in four
solar projects in California (the California sofartnership), as we discuss in Note 4 of the Nmt&3ondensed Consolidated Financial Statementsn:

Sempra Natural Ga

We expect Sempra Natural Gas to require fundinghferdevelopment and expansion of its portfolipmfjects, which may be financed through a
combination of operating cash flow and funding frbra parent. In January 2014, management approp&xhdo sell the remaining 625-MW block of
the Mesquite Power plant. In October 2014, Semg@tufdl Gas entered into a definitive agreemenelictise remaining block of the Mesquite Power
plant to ArcLight Capital Partners, LLC. We antigip the sale will close late in 2014 or early in20subject to customary regulatory approvals aed t
assignment of an associated 25-year power salésacoto the buyer. Sempra Natural Gas also plagvelop a natural gas liquefaction export facilit
at its Cameron LNG terminal. The majority of thguiefaction project is project-financed for 16 yeamsler three debt facilities provided by the Japan
Bank for International Cooperation (JBIC) and 2@inational commercial banks, some of which wilhéfit from insurance coverage provided by
Nippon Export and Investment Insurance (NEXI), witbst or all of the remainder of the capital reguoients to be provided by the project partn



including Sempra Energy, through equity contribagiainder a joint venture agreement. On Octobe®14 2he effective date of the formation of the
joint venture, we contributed our share of equitytte joint venture through the contribution of Gaon LNG at its historical value. We also expec
contribute our share of cash generated from tsetiivo liquefaction trains as each achieves comiaavperations in 2018. As of October 1, 2014,
Sempra Natural Gas will begin accounting for itgeistment in the joint venture under the equity raéth

On August 6, 2014, Sempra Energy and the projathgs, comprised of affiliates of GDF SUEZ S.A.itddi & Co., Ltd., and Mitsubishi Corporation
(through a related company jointly established Wippon Yusen Kabushiki Kaisha (NYK)), executed fineject financing documents. Under the
financing agreements, Sempra Energy signed a cdimplguarantee for 50.2 percent of the debt, whimttesponds to $3.7 billion of the total $7.4
billion principal amount of the debt committed untlee financing agreements. The project financing eompletion guarantee became effective on
October 1, 2014, the effective date of the joirmituee formation. The completion guarantee will terate upon satisfaction of certain conditions,
including all three trains achieving commercial igtion and meeting certain operational performdasts. The completion guarantee is anticipatee
terminated in the second half of 2019.

We discuss the Cameron LNG joint venture furthedates 11 and 13 of the Notes to Condensed Cormdetid-inancial Statements herein.
Some of Sempra Natural Gas’ long-term power sahraots contain collateral requirements which regjits affiliates and/or the counterparty to post
cash or other acceptable collateral to the othay fier exposure in excess of established thresh®@empra Natural Gas may be required to provide

collateral when the fair value of the contract wotlr counterparty exceeds established thresholésh&Ve neither collateral posted nor owed to
counterparties at September 30, 2014 pursuanesetrequirements.

CASH FLOWS FROM OPERATING ACTIVITIES

CASH PROVIDED BY OPERATING ACTIVITIES
(Dollars in millions)

Nine months ended Nine months ended

September 30, 2014 2014 Change September 30, 2013
Sempra Energy Consolidated $ 1661 $ 331 25% $ 1,330
SDG&E 821 312 61 509
SoCalGas 596 109 22 487

Sempra Energy Consolidate

Cash provided by operating activities at Sempra@nimcreased in 2014 primarily due to:

. $243 million increase in net undercollected reqrabalancing accounts in 2014 at the Californiditigts (including longterm amounts includt
in regulatory assets) compared to a $344 milliarease in 2013. Oveand undercollected regulatory balancing accourftsatethe differenc
between customer billings and recorded or CRuhorized costs. These differences are requirde tealanced over time. See further discu
of changes in regulatory balances at both SDG&ESuofdalGas below

- $243 million decrease in accounts receivable ind26dmpared to an $85 million decrease in 20132014 decrease was mainly due to a ¢
million decrease at SoCalGas, primarily due to eolithan normal weather in the fourth quarter of2@dsulting in higher customeratcoun
receivable balances as of December 31, 2013 beilerted in early 201

- $52 million increase in accounts payable in 201sgared to a $99 million decrease in 2013, mainly ttua decrease in 2013 related to na
gas purchased at SoCalGas;

= a $79 million decrease in settlement payments asddgated legal fees for wildfire claims at SDG&E2014 compared to 201offset by

- $211 million increase in inventory in 2014 compatedan $87 million increase in 2013; the 2014 iaseewas mainly due to a $153 mill
increase at SoCalGas, primarily due to higher gmrelume and higher gas prices; i

= $48 million higher income tax payments in 2014 canegd to 2013, primarily due to an $81 million taayment by IEnova related to Mexican
reform legislation passed in December 2(

SDG&E

Cash provided by operating activities at SDG&E éased in 2014 primarily due to:

- $38 million increase in net undercollected regulatbalancing accounts in 2014 (including loregm amounts included in regulatory ass
compared to a $213 million increase in 2013. Theacot of the change in the regulatory balancing aetoon cash provided by opera

activities was primarily due tc

o $121 million decrease in 2014 in the undercollediathnce for amounts collected related to the adopif the 2012 GRC compared to
increase in the undercollected balance in 2013L46%nillion, offset by

o $33 million increase in 2014 in the undercolleckadance for electric transmission compared to a®#Bon decrease in the undercollec
balance in 2013, ar



o $33 million increase in 2014 in the undercollectedural gas transportation balancing accounts cosdpg a $28 million decrease in
undercollected balance in 201

a $79 million decrease in settlement payments andciated legal fees for wildfire claims in 2014ngared to 2013; ar

a $46 million decrease in accrued compensatiorbandfits in 2013

SoCalGas

Cash provided by operating activities at SoCal@aseiased in 2014 primarily due to:

$292 million decrease in accounts receivable iMd2@dmpared to a $192 million decrease in 2013, gmilgndue to colder than normal weathe
the fourth quarter of 2013 resulting in higher ousérs’ account receivable balances as of December 31, B6i®) collected in early 20
compared to warmer than normal weather in the lfoquarter of 2012 resulting in lower customeastount receivable balances as of Dece
31, 2012 being collected in early 20:

$14 million decrease in accounts payable in 20Idpaned to a $110 million decrease in 2C

$57 million higher net income, adjusted for noncisims included in earnings, in 2014 compared tb32@nd

$47 million lower income tax payments in 2014 conegisto 20130ffset by

$205 million increase in net undercollected regiatbalancing accounts in 2014 (including lolegm amounts included in regulatory ass
compared to $130 million decrease in net overctdtbbalances in 2013, primarily due

o $229 million increase in 2014 in the undercolledtedance associated with the fixed cost balanceupuants compared to an increase of ¢
million in 2013, anc

o $22 million increase in 2013 in the overcollectedbince associated with the advanced metering tnfictare balancing accouioffset by

o $39 million decrease in 2014 in the undercollediathnce related to the retroactive applicationhef 2012 GRC compared to a $39 mil
increase in 2013; ar

$153 million increase in inventory in 2014 compateda $26 million increase in 2013, primarily deehigher volume of natural gas adde:
storage in 2014 as compared to 2013 as a resatildér than normal weather in the fourth quarteR@f3, which left a lower volume of natt
gas in storage at the end of 2013 compared tortti@£2012, combined with higher gas prices in 2(

The table below shows the contributions to penaiuch other postretirement benefit plans.

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

Nine months ended September 30, 2014

Other
Pension Postretirement
Benefits Benefits
Sempra Energy Consolidated $ 95 $ 14
SDG&E 28 12
SoCalGas 39 —
CASH FLOWS FROM INVESTING ACTIVITIES
CASH USED IN INVESTING ACTIVITIES
(Dollars in millions)
Nine months ended Nine months ended
September 30, 2014 2014 Change September 30, 2013
Sempra Energy Consolidated $ (2,466) $ 1,565 174% $ (901)
SDG&E (796) 118 17 (678)
SoCalGas (1,045) 541 107 (504)

SempraEnergy Consolidated

Cash used in investing activities at Sempra Engrggased in 2014 primarily due to:



- $535 million increase in capital expenditur
- $371 million of proceeds received in 2013 from Searfgatural Ge' sale of a 62-MW block of its Mesquite Power plar

- $185 million invested in Sempra Renewableit venture partnerships in 2014, as we discndddte 4 of the Notes to Condensed Consolic
Financial Statements here

- $238 million U.S. Treasury grant proceeds receine2D13;

. $74 million higher proceeds in 2013 from sales @iy interests in wind and solar projects at Searidexico and Sempra Renewables, a
discuss in Note 3 of the Notes to Condensed Cadetelil Financial Statements herein;

- $71 million in loans from IEnova to its joint veméuwith PEMEX.

SDG&E

Cash used in investing activities at SDG&E increlase2014 primarily due to a $111 million increaseapital expenditures.

SoCalGas
Cash used in investing activities at SoCalGas asad in 2014 due to:

- $298 million increase in advances to Sempra Enenggt

- $243 million increase in capital expenditur

ANNUAL CONSTRUCTION EXPENDITURES AND INVESTMENTS

The amounts and timing of capital expendituresgareerally subject to approvals by various reguijatord other governmental and environmental
bodies, including the CPUC and the FERC. HoweweR(14, we expect to make annual capital expereditand investments of approximately $3.2
billion. These expenditures include

- $2.2 billion at the California Utilities for capltprojects and plant improvements ($1.1 billioreath of SDG&E and SoCalGe

- $1.0 billion at our other subsidiaries for capitabjects in Mexico and South America, and developnef LNG, natural gas and renewe
generation project

The California Utilities’ 2014 planned capital exgltures and investments include

= $610 million for improvements to SDG¢'s natural gas and electric distribution syst

- $300 million for improvements to SDG¢'s electric transmission systel

. $120 million at SDG&E for substation expansionarfamission

- $90 million for SDG&EF’s electric generation plants and equipn

- $880 million for improvements to SoCalC distribution, transmission and storage systems fanplipeline safet

- $220 million for SoCalG¢ advanced metering infrastructt

- $20 million for SoCalGe' other natural gas projec

The California Utilities expect to finance thesg@emnditures and investments with cash flows fronraipens and debt issuances.

In 2014, the expected capital expenditures andsinvents of approximately $1 billion (excluding amtaiexpended by joint ventures and net of
anticipated project financing and joint ventureistures as noted below) at our other subsidianielside

Sempra South American Utilities

= approximately $150 million to $200 million for cagli projects in South America (approximately $100liom to $150 million in Peru ar
approximately $50 million in Chile

Sempra Mexico



= approximately $300 million to $350 million for cagli projects in Mexico, net of project financinggciuding approximately $300 million for t
development of the Sonora Pipeline project develagudely by Sempra Mexic

Sempra Renewables

The following amounts are net of anticipated prbjeancing undertaken by Sempra Renewables, adldi@x expenditures within joint venture
structures:

= approximately $250 million for the development efiewable projects, includir
o approximately $100 million for investment in Coppéountain Solar 3, a 2-MW solar project located near Boulder City, Nev:

o approximately $100 million for investment in theli@ania solar partnership with ConEdison Developméhat we discuss in Note 4 of
Notes to Condensed Consolidated Financial Stateseameir

o approximately $50 million for investment in the-MW Broken Bow 2 Wind project in Custer County, Nafka

Sempra Natural Gas

= approximately $180 million for development of LN@danatural gas transportation and storage projeetspf anticipated joint venture part
reimbursement

Capital expenditure amounts include capitalizedrigdt. At the California Utilities, the amountsaaisclude the portion of AFUDC related to debt, but

exclude the portion of AFUDC related to equity.2¢mpra Mexico, the amounts also exclude AFUDCedlt&t equity. We provide further details ab
AFUDC in Note 1 of the Notes to Consolidated Firiah8tatements in the Annual Report.

CASH FLOWS FROM FINANCING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
(Dollars in millions)

Nine months ended Nine months ended

September 30, 2014 2014 Change September 30, 2013
Sempra Energy Consolidated $ 572 $ 415 $ 157
SDG&E (19) (268) 249
SoCalGas 447 498 (51)

Sempra Energy Consolidate

Cash provided by financing activities at Semprargypéncreased in 2014 primarily due to:

- $1.7 billion higher issuances of debt, includingiacrease in issuances of loteym debt of $620 million ($1.7 billion in 2014 cpared to $1.
billion in 2013) and an increase in commercial paged other shorterm debt with maturities greater than 90 days bfb#llion ($1.4 billior
increase in 2014 compared to $350 million in 200ffset by

- $574 million net proceeds received in 2013 fromgake of noncontrolling interests at Sempra Mex

- $401 million higher payments on debt, includingh@gpayments of lonterm debt of $444 million ($1.1 billion in 2014 cpared to $688 millio
in 2013), offset by lower payments of commercighgraand other shoterm debt with maturities greater than 90 days4¥ fillion ($713 millior
in 2014 compared to $756 million in 201

- $111 million decrease in sh-term debt in 2014 compared to an $81 million inses@ 2013; an

- $56 million higher distributions to noncontrollimgterests in 2014

SDG&E

The change in cash from financing activities at S[EGvas primarily due to:
. $350 million lower issuance of lo-term debt in 2014; an

- $59 million decrease in sh-term debt in 2014offset by

- $161 million lower payments on lo-term debt in 2014



SoCalGas

At SoCalGas, financing activities were a net sowfceash in 2014 compared to a use of cash in 204rBarily due to:
- $747 million net proceeds from the issuance of -term debt in 2014; an

- $50 million common dividends paid in 20Joffset by

- $250 million payment of lor-term debt in 2014; an

. $42 million decrease in sh-term debt in 2014

COMMITMENTS

We discuss significant changes to contractual camenits at Sempra Energy, SDG&E and SoCalGas in Nbt# the Notes to Condensed
Consolidated Financial Statements herein.

CREDIT RATINGS

The credit ratings of Sempra Energy, SDG&E and $8&saremained at investment grade levels durinditsienine months of 2014. In January 2014,
Moody'’s increased SDG&E’s and SoCalGas’ unsecuedd dhting to Al with a stable outlook.

Our credit ratings may affect the rates at whictrdowings bear interest and of commitment fees ailalle unused credit. We provide additional
information about our credit ratings at Sempra BpeSDG&E and SoCalGas in “Management’s Discusaiwh Analysis of Financial Condition and
Results of Operations” in the Annual Report.

FACTORS INFLUENCING FUTURE PERFORMANCE

CALIFORNIA UTILITIES

Overview
The California Utilities’ operations have histotliggorovided relatively stable earnings and liqaydi

The California Utilities’ performance will dependimarily on the ratemaking and regulatory processjronmental regulations, economic conditions,
actions by the California legislature and the climg@nergy marketplace. Their performance will alspend on the successful completion of capital
projects that we discuss in various sections af thport and below. We discuss certain regulatattars below and in Notes 9 and 10 of the Notes to
Condensed Consolidated Financial Statements haneimNote 14 of the Notes to Consolidated Finar®ialements in the Annual Report.

Joint Matters
Natural Gas Pipeline Operations Safety Assessn

Pending the outcome of the various regulatory ageraluations of natural gas pipeline safety retiuta, practices and procedures, Sempra Energy,
including the California Utilities, may incur inareental expense and capital investment associathdteinatural gas pipeline operations and
investments. In August 2011, SoCalGas, SDG&E, RaGés and Electric Company (PG&E) and Southwest filed implementation plans with the
CPUC to test or replace natural gas transmissipelipes located in populated areas that have ret peessure tested, as we discuss in Note 14 of the
Notes to Consolidated Financial Statements in theual Report. In their 2011 filing with the CPUGetCalifornia Utilities estimated the total cost
Phase 1 of the two-phase plan to be $3.1 billiéY®illion for SoCalGas and $600 million for SDGR@&ver the 10-year period of 2012 to 2022. As a
result of on-going review since this original fiinthe California Utilities have been able to eliatie over two hundred miles of pipeline from thatitey
scope and have revised their total estimated coftfiase 1 to $2.1 billion ($1.6 billion for SoCakzand $500 million for SDG&E). The California
Utilities requested that the incremental capitaestment required as a result of any approved iptaincluded in rate base and that cost recovery be
allowed for any other incremental cost not eligiferate-base recovery. The costs that are thesubf these plans were outside the scope of & 2
General Rate Case proceedings concluded in 2013.

In June 2014, the CPUC issued a final decisiohénTtriennial Cost Allocation Proceeding (TCAP) mreding addressing SDG&E's and SoCalGas’
Pipeline Safety Enhancement Plan (PSEP). Spedyfi¢chk decision:

- approved the utiliti€ model for implementing PSE!I



- approved a process, including a reasonablenessweto determine the amount that the utilities Wwal authorized to recover from ratepayer:
the interim costs incurred through the date offih& decision to implement PSEP, which are recdritethe regulatory accounts authorized by
CPUC;

= approved balancing account treatment, subjectréasonableness review, for incremental costs ye¢ tacurred to implement PSEP; ¢
= established the criteria to determine the amounatswould not be eligible for cost recovery, indhgl

[J certain costs incurred or to be incurred searcfongipeline test record:

[1 the cost of pressure testing pipelines installéerafuly 1, 1961 for which the company has not bsufficient records of testing, a

[ any undepreciated balances for pipelines instaftet 1961 that were replaced due to insufficieadwmentation of pressure testil

As a result of this decision, SoCalGas recordedftar-tax earnings charge of $5 million for costsurred in prior periods for which SoCalGas was
disallowed recovery. After taking the amounts dsaéd for recovery into consideration, as of Seften80, 2014, SDG&E and SoCalGas have
recorded PSEP implementation costs of $0.2 mikind $47 million, respectively, in the CPWDthorized regulatory account. In October 2014, &B(
and SoCalGas filed a request with the CPUC foraitthto recover from customers PSEP costs as iedyprior to a reasonableness review by the
CPUC.

In July 2014, the CPUC Office of Ratepayer Advosgt@RA) and The Utility Reform Network (TURN) filealjoint application for rehearing of the
CPUC'’s June 2014 final decision. The ORA and TURBge that the CPUC made a legal error in directivag ratepayers, not shareholders, be
responsible for the costs associated with testimg@acing transmission pipelines that were ifstebetween January 1, 1956 and July 1, 1961 for
which the California Utilities do not have a recarfda pressure test. In early August 2014, thef@ailia Utilities filed their response to the applion

for rehearing objecting to the assertions by theA@Rd TURN. The CPUC is not obligated to act onapplication for rehearing by a certain date. The
California Utilities are continuing to implement BB in accordance with the June 2014 decision.

If the CPUC were to decide as part of any futuesomableness review that rate recovery not be atldar certain gas pipeline safety costs incuried b
SDG&E and SoCalGas, or if the CPUC were to deaidavor of the ORA/TURN joint application for rehigay, it could materially adversely affect the
respective company'’s cash flows, financial conditiesults of operations and prospects in implemgrihe PSEP.

We provide additional information regarding theskemaking proceedings and the California Utiliti®BSEP in Note 14 of the Notes to Consolidated
Financial Statements in the Annual Report and iteN® of the Notes to Condensed Consolidated Fiab8tatements herein.

Safety Enforcement

California Senate Bill (SB) 291, enacted in Octob@t 3, requires the CPUC to develop and implemeiaffety enforcement program that includes
procedures for monitoring, data tracking and angysd investigations, as well as delegatingioia&uthority to CPUC staff personnel under the
direction of the CPUC Executive Director. SB 29guiees the CPUC to implement the enforcement prada gas safety by July 1, 2014 and for
electric safety by January 1, 2015. In exercishgditation authority, the CPUC staff will takeardaccount voluntary reporting of potential violats
voluntary resolution efforts undertaken, prior bigtof violations, the gravity of the violation, duthe degree of culpability. The CPUC is planniog t
adopt an administrative limit on the maximum monefgenalty that may be set by the CPUC staff.

In May 2014, the CPUC initiated a rulemaking pratieg to develop the necessary enforcement progpamrssiant to the requirements of SB 291. We
expect a CPUC decision on the electric safety eefoent program in the fourth quarter of 2014 a@P&C decision making further refinements to the
electric and gas safety enforcement programs 5201

In December 2011, the CPUC adopted a gas safetyocitprogram whereby natural gas distribution canmigs can be fined by CPUC staff for violati

of the CPUC's safety standards or federal stand&ash day of an ongoing violation may be countedraadditional offense. The maximum penalty is
$50,000 per offense. In September 2013, the CPE&&ty and enforcement division issued its Stan@grerating Procedures setting forth its principles
and management process for the natural gas séfatipic program.

SDG&E Matters
2007 Wildfire Litigation

In regard to the 2007 wildfire litigation, SDG&Emyments for claims settlements plus funds estidn@idoe required for settlement of outstanding
claims and legal fees total approximately $2.4dmill which is in excess of the $1.1 billion of lily insurance coverage and the approximately $824
million recovered from third parties. However, SDE&as concluded that it is probable that it willgggmitted to recover in rates a substantial portio

of the reasonably incurred costs of resolving viigd€laims in excess of its liability insurance eoage and amounts recovered from third parties.
Consequently, Sempra Energy and SDG&E expect mifisignt earnings impact from the resolution of thenaining wildfire claims. At September 30,
2014, Sempra Energy’s and SDG&E'’s Condensed Catateli Balance Sheets include assets of $371 mitli@ther Regulatory Assets (long-term), of
which $357 million is related to CPUC-regulated @tiens and $14 million is related to FERC-regudat@erations, for costs incurred and the estimated
settlement of pending claims. However, SDG&E'’s ciisiv may be materially adversely affected by tigiifferences between the resolution of claims
and recoveries in rates, which may extend ovemabau of years. In addition, recovery in rates watjuire future regulatory approval, and a failure t
obtain substantial or full recovery, or any negatssessment of the likelihood of recovery, wollely have a material adverse effect on Sempra



Energy’s and SDG&E's financial condition, cash floand results of operations.

SDG&E will continue to gather information to evateiand assess the remaining wildfire claims andiklkéhood, amount and timing of recoveries in
rates and will make appropriate adjustments tofilddeserves and the related regulatory assetdditional information becomes available.

Should SDG&E conclude that recovery of excess wiédfosts in rates is no longer probable, at tha¢ SDG&E will record a charge against earnings.
If SDG&E had concluded that the recovery of requiatissets related to CPUC-regulated operationswwédsnger probable or was less than currently
estimated, at September 30, 2014, the resultimg-tfk charge against earnings would have been apgroximately $210 million. In addition, in
periods following any such conclusion by SDG&E ttetovery is no longer probable, Sempra EnergysSIDG&E’s earnings will be adversely
impacted by increases in the estimated costsigaté or settle pending wildfire claims. We dischesv we assess the probability of recovery of our
regulatory assets in Note 1 of the Notes to Codatdid Financial Statements in the Annual Report.

We provide additional information concerning thesatters in Notes 10 and 11 of the Notes to Condk@emsolidated Financial Statements herein and
in Notes 14 and 15 of the Notes to Consolidateardral Statements in the Annual Report.

SONGS
We discuss regulatory and other matters relat&@ONGS in the Notes to Condensed Consolidated Fiale®tatements herein as follows:
In Note 9:

. SONGS Outage and Retireme

= Pending Settlement Agreement to Resolve the C's Order Instituting Investigation (Oll) into the BGS Outage (SONGS Ol
= Nuclear Regulatory Commission Proceedi

= Nuclear Decommissioning and Fundi

= Nuclear Decommissioning Trus

In Note 11:

= Lawsuit Against Mitsubishi Heavy Industries, L
. Nuclear Insuranc
= Department of Energy Nuclear Fuel Dispc

We also discuss SONGS in Notes 13 and 15 of theNiot Consolidated Financial Statements in the AhReport, and in “Risk Factors” in the Annual
Report.

Investment in Wind Fari

In 2011, the CPUC and FERC approved SDG&E’s es@th&285 million tax equity investment in the RimdRavind farm project. SDG&E and the
project developer are in dispute regarding whegifiezonditions precedent in the contribution agreatrhave been achieved by the developer of the
project. As a result, SDG&E has not made the imdest, and the project developer and SDG&E arespude regarding SDG&E’s contractual
obligation to invest in the project, as we discmsNote 11 of the Notes to Condensed Consolidatedri€ial Statements herein and in Note 15 of the
Notes to Consolidated Financial Statements in theual Report

Electric Rate Reforr— State of California Assembly Bill 327

In October 2013, the Governor of California sigie$embly Bill (AB) 327. This bill became law on dmmy 1, 2014. This new law restores the
authority to establish electric residential ratsdlectric utility companies in California to tliPUC and removes the rate caps established in AB 1X
adopted in early 2001 during Califorréaénergy crisis, as well as SB 695 adopted in 2806itionally, the bill provides the CPUC the autityto adop

up to a $10.00 monthly fixed charge for all non-GRalifornia Alternative Rates for Energy) resitahcustomers and up to a $5.00 monthly fixed
charge for CARE customers. Beginning January 1620t maximum allowable fixed charge may be adfifly no more than the annual percentage
increase in the Consumer Price Index for the mrédendar year. In February 2014, SDG&E filed corhpresive proposals with the CPUC that provide a
roadmap to reforming electric residential rate gledieginning in 2015 and continuing through 20sistent with the provisions of AB 327. We
expect a CPUC decision in the first half of 2015.

In July 2014, the CPUC initiated a rulemaking pestiag to develop a successor tariff to the stagristing net energy metering (NEM) program,
pursuant to the provisions of AB 327, which require CPUC to establish a revised NEM tariff or $dmprogram by December 31, 2015. The NEM
program is an electric billing tariff mechanism idg®d to promote the installation of on-site renel@aeneration. It was originally established in
California in 1995 with the adoption of Senate BH#6, as codified in Section 2827 of the Publiditits Code. Currently, customers who install and
operate eligible renewable generation facilitied ofiegawatt or less may choose to participatedrNBM program. Under NEM, customer-generators



receive a full retail-rate bill credit for the pomthey generate that is fed back to the utilitybsver grid during times when the customer’s genenati
exceeds their own energy usage.

Meaningful rate reform is necessary to ensureSIBHB&E is authorized to recover its costs in pravigservices to NEM customers due to, among other
issues, the increased power supply from renewatglsgg sources and the growth in distributed andllpower generation. If the CPUC fails to reform
SDG&E'’s rate structures to allow it to recover sos$sociated with the services provided to NEMatusts and maintain competitive and affordable
electric rates for all customers by adopting baothd and variable rate components, such failurédcbave a material adverse effect on SDG&E’s
business, cash flows, financial condition, resofteperations and/or prospects. For additionaludision, see “Risk Factors” in the Annual Report.

Industry Developments and Capital Projec

We describe capital projects, electric and natgaal regulation and rates, and other pending praugednd investigations that affect the California
Utilities in Note 10 of the Notes to Condensed Qiidsited Financial Statements herein and in Notefitie Notes to Consolidated Financial Staterr
in the Annual Report.

SEMPRA INTERNATIONAL

As we discuss in “Cash Flows From Investing Acigst” our investments will significantly impact ofuture performance. In addition to the discussion
below, we provide information about these investisém “Capital Resources and Liquidity” herein andhe “Capital Resources and Liquidity” and
“Factors Influencing Future Performance” sectiohdwanagement’s Discussion and Analysis of Finah€andition and Results of Operations” in the
Annual Report.

Sempra South American Utilitie
Overview

In April 2011, Sempra South American Utilities inased its investment in two utilities in South Aroar Chilquinta Energia and Luz del Sur. In
connection with our increased interests in theBidieg, Sempra Energy has $854 million in goodwitl its Condensed Consolidated Balance Sheet at
September 30, 2014. Goodwill is subject to impairhtesting, annually and under other potentialwitstances, which may cause its fair value to Ve
differing estimates and assumptions are used indghtion techniques applied as indicated by clmgngarket or other conditions. We discuss the
acquisition in Note 3 of the Notes to Consolidafguancial Statements in the Annual Report.

Sempra South American Utilities is also expectegrtivide earnings from construction projects whempleted and from other investments, but will
require substantial funding for these investments.

Sempra South American Utilities has historicallpyided relatively stable earnings and liquiditydars performance will depend primarily on the
ratemaking and regulatory process, environmentallagions, foreign currency rate fluctuations andreemic conditions.

Revenues at Chilquinta Energia are based on tageffby the National Energy Commission (Comisiocibizal de Energia, or CNE) every four years.
Rates for four-year periods related to distributonl sub-transmission are reviewed separately @it@mating basis every two years. In late 2011,
Chilquinta Energia initiated the process to esshblis distribution rates for the period from Nowm®mn2012 to October 2016. This process was cong
in November 2012, with rates published in April 30and tariff adjustments going into effect rettdaely from November 2012. This resulted in a 3.2
percent decrease in rates.

In April 2013, the CNE completed the process tatdi&th sub-transmission rates for the period JanR@i1 to December 2014, with tariff adjustments
going into effect retroactively from January 20This resulted in immaterial changes in rates. Bwiew process for sub-transmission rates for the
period of January 2015 to December 2018 is expeaoted completed during the second quarter of 2@ith, tariff adjustment going into effect in
January 2015. However, there is a proposal in dingi@ss that will grant the energy commission tjletito extend, for one time only, the current sub-
transmission period to December 2015, which appriewexpected before year-end.

The next reviews are scheduled to be completed, taitff adjustments also going into effect, in dary 2015 for sub-transmission, and again for
distribution in November 2016.

Luz del Sur serves primarily regulated customei@eru and revenues are based on rates set by éngyFand Mining Investment Supervisory Body
(Organismo Supervisor de la Inversion en Energdiineria, or OSINERGMIN). The rates are reviewed adglisted every four years. OSINERGMIN’s
final distribution rate setting resolution for tA813-2017 period was published in October 2013veet into effect on November 1, 2013. There was no
material change in the rates.

In September 2014, tax reform legislation was pags€hile. The main amendments established inakeeform include, among others, a gradual
increase in the corporate income tax rate andntneduction of two options to pay the secondary(&hareholder tax) on corporate profits (either
immediate payment of tax or deferment of tax ugdilnings are distributed) with different impactshe total income tax burden. We discuss this tax
reform above in “Results of Operations — Changd’dmenues, Costs and Earnings — Income Taxes.”

Santa Teres



Luz del Sur is in the final stages of constructidrbanta Teresa, a 100-MW hydroelectric power pilafteru’s Cusco region. It is now scheduled to be
completed in the first half of 2015.

Transmission Projects

Chilquinta Energia . Chilquinta Energia has entered into two 50-peroeamed joint ventures, Eletrans S.A. and Eletd&SsA., with Sociedad Austral
de Electricidad Sociedad An6nima (SAESA) to corwtttansmission lines in Chile.

In May 2012, Eletrans S.A. was awarded two RR6volt (kV) transmission lines in Chile. The tramission lines will extend 150 miles, and we est&
the projects will cost approximately $150 milliontbtal and be completed in 2016 and 2017.

In June 2013, Eletrans Il S.A. was awarded two R2@ransmission lines in Chile. The transmissiore$ will extend approximately 70 miles, and we
estimate the projects will cost approximately $80iom and be completed in 2018.

The projects will be financed by the joint ventpaatners. Other financing may be pursued upon cetiopl of the projects.

Luz del Sur. Luz del Sur has received regulatory approvabfoamended transmission investment plan that iesltite development and operation of
four substations and their related transmissiosslim Lima. We estimate that the project will cagproximately $150 million and be in service in @01
and 2017 as portions are completed. Once in opexrdtie capitalized cost will earn the regulatadmefor 30 years. The project will be financed
through Luz del Sur’s existing debt program in Peoapital markets.

Sempra Mexicc
Overview

Sempra Mexico is expected to provide earnings ftomstruction projects when completed and from oitinegstments. We expect projects in Mexico to
be funded through a combination of available fufide proceeds from IEnova’s debt and equity offggim early 2013), funds internally generated by
the Mexico businesses, securities issuances, pfojancing, and partnering in joint ventures. Wecdss the debt offering further in Note 5 of theté
to the Consolidated Financial Statements in theuahReport.

In March 2013, Sempra Mexico sold common shardEmdva in a private placement in the U.S. and detsif Mexico and, concurrently, in a registe
public offering in Mexico, as we discuss in Notef§he Notes to Condensed Consolidated Financ&k8tents herein. The shares sold represent
approximately 18.9 percent of the ownership intsraslEnova, which reduce our earnings from SenhMpeaico and have a dilutive effect on our
earnings per share. The earnings attributablertoV&'s noncontrolling interests were $34 milliom foe nine months ended September 30, 2014.

In June and August 2014, IEnova entered into tlyese-term corporate revolving credit facility agremts for $200 million and $100 millic
respectively, to finance working capital and fdnetgeneral corporate purposes. IEnova drew dowwmdiflion in July 2014 and $105 million in Aug!
2014 from the first facility. We discuss the crefditilities further in Note 6 of the Notes to Conded Consolidated Financial Statements herein.

We discuss the impact of Mexican tax reform in “Ressof Operations — Changes in Revenues, Cost&amings — Income Taxes” in “Management’s
Discussion and Analysis of Financial Condition &wesults of Operations” in the Annual Report.

Pipeline Projects

In October 2012, Sempra Mexico was awarded tworaots by the Federal Electricity Commission (Codmisrederal de Electricidad, or CFE) to build
and operate an approximately 500-mile pipeline netwSonora Pipeline) to transport natural gas ftbenU.S.Mexico border south of Tucson, Arizo
through the Mexican state of Sonora to the nortlpam of the Mexican state of Sinaloa along thef @uCalifornia. The network will be comprised of
two segments that will interconnect to the U.Seiistate pipeline system. We estimate it will cggiraximately $1 billion. The first segment of the
project, approximately 300 miles, was complete@atober 2014, and we expect to complete the remgisegment in the second half of 2016. The
capacity is fully contracted by CFE under two 2%Bdyeontracts denominated in U.S. dollars.

In December 2012, through its joint venture withMEEX, the Mexican state-owned oil company, Semprxibteexecuted an ethane transportation
services agreement with PEMEX to construct andaipean approximately 140-mile pipeline (Eth&geline) to transport ethane from Tabasco, Me
to Veracruz, Mexico. We estimate it will cost apgrately $330 million and be funded by the joinhtere without additional capital contributions fri
the partners. It is expected to be completed irfiteehalf of 2015. PEMEX has fully contracted tbepacity under a 21-year contract denominated in
U.S. dollars.

In January 2013, PEMEX announced that the firssplad the Los Ramones pipeline project was assigmadd will be developed by our joint venture
with PEMEX. The project is a 70-mile natural gagqtine (Los Ramones I) from the northern portionhef state of Tamaulipas bordering the United
States to Los Ramones in the Mexican state of Nuedn. The capacity is fully contracted under ayB&r transportation services agreement with
PEMEX denominated in Mexican pesos, with a contraiet based on the U.S. dollar investment, adjustedally for inflation and fluctuation of the
exchange rate. The project is scheduled to begnatipns at the end of 2014.

In addition, in 2014, our joint venture with PEMEXd affiliates of PEMEX executed agreements fordénelopment of Los Ramones Norte, a natural
gas pipeline of approximately 275 miles and two poession stations, which will connect with thetfipase of Los Ramones and run to the vicinity of
San Luis Potosi, with an estimated cost of apprexéty $1.3 billion to $1.5 billion. Our joint vermiwith PEMEX has a 50-percent interest in the
project. In June 2014, the project executed anneging, procurement and construction contract witlonsortium formed by Arendal, S. de R.L. de



C.V., Construtora Norberto Odebrecht S.A., and Teclk.A. de C.V., and in July 2014, the projesuisd the full notice to proceed. We expect
expenditures for the project to be funded by ttiet jeenture’s cash flows from operations and profe@ncing, plus additional contributions from its
partners. Any additional contributions from parseiill depend on the amount of project financingaited. The pipeline’s capacity is fully contracted
under a 25-year transportation services agreemémtREMEX denominated in Mexican pesos, with a cacttrate based on the U.S. dollar investment,
adjusted annually for inflation and fluctuationtbé exchange rate.

Energia Sierra Juéare

In April 2011, SDG&E entered into a 20-year contrfac up to 155 MW of renewable power supplied frtim first phase of Sempra Mexico’s Energia
Sierra Juarez wind generation project in Baja Gatifa, Mexico. The contract was approved by the CRUMarch 2012 and by the FERC in July 2012.
In October 2013, Sempra Mexico issued full not@eroceed to the construction contractor.

In June 2014, the Energia Sierra Juarez wind prrejgered into an 18-year, $240 million loan tojgcofinance the construction and drew down $82
million from the loan, as we discuss in Note 6taff Notes to Condensed Consolidated Financial Statesierein. The loan agreement also provides for
a $31.7 million letter of credit facility. Energ&ierra Juarez also entered into a separate Pesoadteated credit facility for up to $35 million U.8ollar
equivalent to fund the value added tax of the mtoje

In July 2014, after obtaining the required regulai@pprovals in Mexico and the U.S., we consumm#iedsale of a 5@ercent equity interest in the fi
phase of Energia Sierra Juarez to a wholly ownédidiary of InterGen N.V. for $24 million, net o2$nillion cash sold, as we discuss in Note 3 of the
Notes to Condensed Consolidated Financial Stateniemein. Upon consummation of the sale, the iretirtess under the credit facilities v
deconsolidated.

SEMPRA U.S. GAS & POWER

Sempra Renewable
Overview

Sempra Renewables is developing and investingnewable energy generation projects that have leng-tontracts with utilities. The renewable
energy projects have planned in-service dates ¢itr@016. These projects require construction fimapavhich may come from a variety of sources
including operating cash flow, project financingnfls from the parent, partnering in joint ventuaed, potentially, other forms of equity sales. The
varying costs of these alternative financing sosiiogpact the projects’ returns.

Sempra Renewables’ future performance and the defieamenewable energy is impacted by various mddators, most notably state mandated
requirements to deliver a portion of total energgd from renewable energy sources. The rules gimgethese requirements are generally known as
Renewables Portfolio Standards (RPS). Additionalig, phase out or extension of U.S. federal inctaréncentives, primarily investment tax credits
and production tax credits, and grant programsdesiginificantly impact future renewable energy ese availability and investment decisions.

Copper Mountain Solar

Copper Mountain Solar is a photovoltaic generatamility operated and under development by Sempnaeables in Boulder City, Nevada. When f
developed, the project will be capable of produaipgo approximately 550 MW of solar power; it &ilg developed in multiple phases as power sales
become contracted. Copper Mountain Solar is coragrig four separate projects. Copper Mountain Sbiara 58-MW photovoltaic generation facility
currently in operation, which includes the 10-MWifely previously referred to as El Dorado SolaG&E has contracted for all of the solar power at
Copper Mountain Solar 1 for 20 years.

Copper Mountain Solar 2 began construction in Dde2011 and will total 150 MW when completed. Gaplglountain Solar 2 is divided into two
phases, with the first phase of 92 MW placed iniserin November 2012 and the remaining 58 MW p&hto be placed in service in 2015. PG&E has
contracted for all of the solar power at Copper ktain Solar 2 for 25 years. In July 2013, we corgulehe sale of 50 percent of our equity in Copper
Mountain Solar 2 to ConEdison Development as weudis in Notes 3, 4 and 5 of the Notes to Cons@adi&inancial Statements in the Annual Report
and Note 3 of the Notes to Condensed ConsolidatezhEial Statements herein.

Copper Mountain Solar 3 started construction in®&2013 and will total 250 MW when completed. Capdeuntain Solar 3 will be placed in service
as each of the ten blocks of solar panels is ilestand is planned to be entirely in service in®0he cities of Los Angeles and Burbank have
contracted for all of the solar power at Copper ktain Solar 3 for 20 years. In addition to solawpg, the power sales agreement provides the dfies
Los Angeles and Burbank the option to purchas€tgper Mountain Solar 3 facility at years 10, 18 @0 of the contract term, or upon earlier
termination of the agreement. In March 2014, we gleted the sale of 50 percent of our equity in Gogy@ountain Solar 3 to ConEdison Development,
as we discuss in Note 3 of the Notes to Condensedd@idated Financial Statements herein.

In July 2014, Sempra Renewables signed a 20-yeeempsale agreement with Southern California Edfeorall of the solar power from Copper
Mountain Solar 4 beginning in 2020. We expect Copeuntain Solar 4 to be in service in 2016, mairigetts output prior to the commencement of
power sale agreement. Copper Mountain Solar 4tetdl 94 MW when completed. The power sale agre¢iisesubject to approval by the CPUC.

Mesquite Sola

Mesquite Solar is a photovoltaic generation facilinder development by Sempra Renewables in Maai€yunty, Arizona. If fully developed, the



project will be capable of producing up to approaiety 700 MW of solar power. Construction on thetfphase (Mesquite Solar 1) of 150 MW was
completed in December 2012. PG&E has contractedlfaf the solar power at Mesquite Solar 1 fory2@rs. In September 2013, we completed the sale
of 50 percent of our equity in Mesquite Solar LmnEdison Development as we discuss in Notes Bdbaf the Notes to Consolidated Financial
Statements in the Annual Report and Note 3 of theedito Condensed Consolidated Financial Staterhengsn.

Broken Bow 2 Wind Proje:

In September 2013, Sempra Renewables acquiredgtits to develop the Broken Bow 2 Wind project mst&r County, Nebraska. Sempra Renewables
began construction on the 75-MW wind farm in 20413 we achieved commercial operation in Octobe#2BEbraska Public Power District has
contracted for all of the wind energy from the pugjfor 25 years. In October 2014, Sempra Renewatdmpleted a private offering of an aggregate of
$72 million in principal amount of 4.82-percentdikrate notes maturing in 2039. Proceeds fromatfésing were used to finance this project. Sempra
Renewables intends to operate the project withérfrilimework of a joint venture.

California Solar Partnership with ConEdison Development

In May 2014, Sempra Renewables and ConEdison Dewednt consummated an agreement to partner in &dar grojects in California. The joint
venture includes ConEdison Development’s CED CalifoHoldings, LLC portfolio, which consists of tB8-MW Alpaugh 50, the 20-MW Alpaugh
North and the z-MW White River 1 facilities in Tulare County, atiee 20-MW Corcoran 1 facility in Kings County. Thenewable power from all of
the projects has been sold under long-term costr&ampra Renewables and ConEdison Developmenbgath 50-percent interest in the four fully
operating solar facilities. We discuss the joiniteee further in Note 4 of the Notes to Condensedddlidated Financial Statements herein.

Sempra Natural Ga
Mesquite Power Natural G-Fired Plant

In June 2011, Sempra Natural Gas entered intoyeabpower contract with various members of Soutweiblic Power Resources Group (SPPR
Group), an association of 40 not-for-profit utéiiin Arizona and southern Nevada. The contractewpanded to a total of 271 MW in February 2013.
Under the terms of the agreement, Sempra Natus@bprovide 21 participating SPPR Group membweith firm, day-ahead dispatchable power fri
its Mesquite Power plant or other sources delivéodtie Palo Verde hub beginning in January 2015.

In February 2013, Sempra Natural Gas completedatleof one 625-MW block of its Mesquite Power planthe Salt River Project Agricultural
Improvement and Power District for $371 milliondash. Sempra Natural Gas retained ownership afaébend 625-MW block of the Mesquite Power
plant that will support the contract with the paigating SPPR Group members.

In January 2014, management approved a plan toanankl sell the remaining 628W block of the plant. In October 2014, Sempra MaltGas entere
into a definitive agreement to sell the remaini@g-®1W block of the Mesquite Power plant and SPPRire@t to ArcLight Capital Partners, LLC. We
anticipate the sale will close late in 2014 orearl2015, subject to customary regulatory appreweaid assignment of the contract with the SPPR&srou
to the buyer. We discuss the plan to sell the s:6@%-MW block of Mesquite Power in Note 3 of thetds to Condensed Consolidated Financial
Statements herein.

Rockies Expres

Sempra Natural Gas owns a 25-percent interest @kiB® Express Pipeline LLC (Rockies Express), éngaship that operates a natural gas pipeline, the
Rockies Express Pipeline (REX), which links the RoMountains region to the upper Midwest and thetera United States. All of REX’s original
capacity sales provide for west-to-east servicen@a Rockies Marketing, a subsidiary of Sempra NéitGas, has an agreement for such capacity on
REX through November 2019. The capacity costs Hisetby revenues from releases of the capacityraoted to third parties. Certain capacity release
commitments totaling $22 million concluded durir@l3. Contracting activity related to that capabis not been sufficient to offset all of our capaci
payments to Rockies Express.

In November 2013, FERC issued a decision ruling ¢aat-to-west service offerings within a singleXRfate zone would not result in potential rate
reductions under provisions in the original custsheest-to-east contracts (“most favored natiordvisions). In December 2013, certain west-to-east
customers sought rehearing of that decision. Tiggering of these provisions would result in sigrahtly reduced revenue to REX from these west-to-
east contracts.

In April 2014, prior to the launching of an operasen, Rockies Express had secured binding finaosramitments with four shippers totaling 1.2

billion cubic feet (Bcf) per day of capacity forstdo-west transportation services at a rate dPer dekatherm for a term of twenty years oritjitg

at or near Clarington, Ohio. We expect the capdoitye in service by mid-2015. In June 2014, RozEgrpress finished constructing the Seneca lateral,
an initial 0.25 Bcf per day capacity project thahoects natural gas production sources in OhioBX,Rvith further plans to expand the lateral’s
capability to 0.6 Bcf per day of capacity by thel e 2014. The lateral is fully contracted througgptember 2021. Rockies Express has also conda
non-binding open season to assess interest irefuetkpansion of its facilities for east-to-westvémz. Further expansion of east-to-west capacityld/o
require additional capital investment.

Our carrying value in Rockies Express at SepterBBeR014 is $342 million. We recorded noncash/dfte impairment charges totaling $239 million
in 2012 to write down our investment in the parshdp. We discuss our investment in Rockies Expaesisthe impairment charges in Notes 4 and 10 of
the Notes to Consolidated Financial Statementsendnnual Report.



Natural Gas Storag

Our natural gas storage assets include operatmuatievelopment assets at Bay Gas in Alabama assiddippi Hub in Mississippi, as well as our
development project, LA Storage in Louisiana. LAr&ge could be positioned to support LNG expomnf@ameron and other liquefaction projects, if
anticipated cash flows support further investmeioiwever, changes in the U.S. natural gas markdtiaiso lead to diminished natural gas storage
values.

Historically, the value of natural gas storage & has positively correlated with the differebeséween the seasonal prices of natural gas, antbeg o
factors. In general, over the past several yeaesanal differences in natural gas prices havéraetlwhich have contributed to lower prices farage
services. As our legacy (higher rate) sales cotgraature at Bay Gas and Mississippi Hub, replaceisedes contract rates could be lower than has
historically been the case. Lower sales revenugsmogbe offset by cost reductions, which couldlleadepressed asset values. In addition, our LA
Storage development project may be unable to attessh flow commitments sufficient to support fertinvestment, or unable to extend its FERC
construction permit beyond its expiration datewfe) 2015. These market conditions could resuhénnieed to perform recovery testing of our recorded
asset values. In the event such values are noteemtole, we would consider the fair value of thassets relative to their recorded value. To thergxt
excess book value over fair value is indicatedpgrairment charge would be required to be recor@iaeé.book value of our equity in natural gas ste
assets at September 30, 2014 is $1.3 billion, diaduintercompany loans to the projects totalingGtillion.

After placing additional capacity in service at Bagis and Mississippi Hub in June 2014, Sempra Eb@as has 42 Bcf of operational working natural
gas storage capacity (20 Bcf at Bay Gas and 2aBWfississippi Hub). Sempra Natural Gas may, olreriong term, develop as much as 76 Bcf of total
storage capacity at all of its facilities.

Sempra Natural Gas’ natural gas storage faciléties projects include

= Bay Gas, a facility located 40 miles north of MehiAlabama, that provides underground storage afidedy of natural gas. Sempra Natural
owns 91 percent of the project. It is the eastesinsalt dome storage facility on the Gulf Coasthwdirect service to the Florida market
markets across the Southeast, -Atlantic and Northeast region

. Mississippi Hub, located 45 miles southeast of Sank Mississippi, an underground salt dome natgaal storage project with access to <
basins of East Texas and Louisiana, traditiondl gypplies and LNG, with multiple interconnectidonsserve the Southeast and Northeast reg

= LA Storage, a salt cavern development project im&@an Parish, Louisiana. Sempra Natural Gas owngeréent of the project and ProLia
Transportation LLC owns the remaining 25 percehte Projec’s location provides access to several LNG facdliirethe aree

Cameron Liguefaction Project

The Cameron liquefaction project will utilize CammerLNG'’s existing facilities, including two marirmerths, three LNG storage tanks, and vaporization
capability of 1.5 Bcf per day. In January 2012, Erepartment of Energy (DOE) approved Cameron LN&piglication for authorization to export LNG
to Free Trade Agreement countries.

In 2012, Sempra Natural Gas signed commercial dpweént agreements with Mitsubishi Corporation, Mi& Co., Ltd., and a subsidiary of GDF
SUEZ S.A. to develop a natural gas liquefactionceifacility at the Cameron LNG terminal. The Caorefiquefaction project is comprised of three
liquefaction trains and is being designed to a r@ate capacity of 13.5 million tonnes per annump@)tof LNG with an expected export capability of
12 Mtpa of LNG, or approximately 1.7 Bcf per dayadn receipt of all necessary permitting and regmaapprovals, construction commenced in 2014,
which should allow us to achieve commercial operatf all three trains in 2018, and have the fresar of full operations in 2019. The anticipated
incremental investment in the three-train liquefatiproject is estimated to be approximately $#dsil which includes the cost of the lump-sum,
turnkey construction contract, development engingerosts and permitting costs, and excludes daathinterest and other financing costs. The
majority of the incremental investment will be gog-financed and the balance provided by the praacners through the joint-venture agreements we
discuss below. We discuss the construction contuattter in Note 11 of the Notes to Condensed Clitsted Financial Statements herein. The total

of the facility, including the cost of our origingcility plus interest during construction, findmg costs and required reserves, is estimated to be
approximately $10 billion.

In May 2013, we signed a joint venture agreemett aiffiliates of GDF SUEZ S.A., Mitsubishi Corpaiat (through a related company jointly
established with Nippon Yusen Kabushiki Kaisha (NY,kand Mitsui & Co., Ltd. each to acquire 16.6qet indirect equity in Cameron LNG, and for
Sempra Energy to retain a 50.2-percent indireer@st in the joint venture. As we discuss belowQatober 1, 2014, we contributed our share of gquit
to the joint venture through the contribution oin@aon LNG. We also expect to contribute our sh&eash generated from each liquefaction train as it
comes on line. If construction, financing or otpevject costs are higher than we currently expeetmay have to contribute additional cash.

The commercial development agreements execute@li Bind the parties to fund certain developmests;ancluding design, permitting and
engineering, as well as to negotiate in good fa@tyear tolling agreements, based on agreed-upptekes outlined in the commercial development
agreements. In May 2013, we signedy2@ liquefaction and regasification tolling cappaeigreements with GDF SUEZ S.A. and affiliateitisubishi
Corporation and Mitsui & Co., Ltd. which subscrite full nameplate capacity of the facility. Eaclihg agreement is for 4.5 Mtpa of capacity to
enable 4.0 Mtpa of LNG export.

In June and November 2013, Sempra Natural Gasdggeements totaling 1.45 Bcf per day of firm ratgas transportation service to Cameron LNG
on the Cameron Interstate Pipeline (subject tacéffeness of the liquefaction and regasificatidtirtg capacity agreements) with GDF SUEZ S.A. and
affiliates of Mitsubishi Corporation and Mitsui &G Ltd. The terms of these agreements are conauni¢h the liquefaction and regasification tolling
capacity agreements.



On February 11, 2014, the DOE issued an order {QPgianting Cameron LNG, LLC conditional authoripatto export from its Cameron liquefaction
project approximately 1.7 Bcf per day of domesticaloduced LNG to countries with which the Unit8thtes does not have agreements for free tre
natural gas (Non-Free Trade Agreement). The canditiauthorization granted in the Order is forrantef 20 years commencing on the earlier of the
date of first commercial export or seven years ftbmdate of the Order. Under the terms of the Qi@ameron LNG is authorized to export LNG either
on its own behalf or as agent for the custometh@project. In September 2014, the DOE grantedinlaé authorization.

In March 2014, we signed an engineering, procureraed construction (EPC) contract with a joint weatbetween CB&I Shaw Constructors, Inc., a
wholly owned subsidiary of Chicago Bridge & Iront@pany N.V., and Chiyoda International Corporati@nyholly owned subsidiary of Chiyoda
Corporation. The joint venture issued full notiogotoceed to the contractor in October 2014. Weudis this contract further in Note 11 of the Ndtes
Condensed Consolidated Financial Statements herein.

On April 30, 2014, FERC issued the Final Environtaéimpact Statement for the project, which conelithat the project would not result in signific
environmental impacts, after taking into accourtigation requirements that will be implemented bg Cameron LNG joint venture. On June 19, 2014,
Cameron LNG received an order from the FERC authrgithe siting, construction and operation oftliree-train liquefaction facility. In the same
order, the FERC also authorized Cameron Inter§tigteline’s 21-mile, 42-inch natural gas pipelin@axsion, new compressor station and ancillary
equipment that will provide natural gas transpatato the Cameron LNG facility. On July 9, 201He +ERC issued its initial authorization to
commence site preparation activities at the CameNG site.

On August 6, 2014, Sempra Energy and the projeth@a provided their respective final investmestidion with respect to the joint venture. The
effective date of the Cameron LNG joint venturem@son LNG Holdings, LLC (Cameron LNG Holdings), amydSempra Energy and its project
partners occurred on October 1, 2014 after satisfaof various conditions, including receipt afidil regulatory approval and satisfaction of cowodisi
precedent to the first disbursement of the prdjeeincing. Beginning from the October 1, 2014 joienture effective date, Cameron LNG is no longer
wholly owned or controlled by Sempra Energy, anovisied 50.2 percent by Sempra Energy and 49.8 pielgethe project partners. As of October 1,
2014, Sempra Energy will account for its investmarthe joint venture under the equity method.

Also on August 6, 2014, Sempra Energy and the prgjartners executed project financing documentsédaior secured debt in an initial aggregate
principal amount up to $7.4 billion for the purpagdinancing the cost of development and consiomctf the Cameron LNG project. Also on August 6,
2014, Sempra Energy entered into a completion gteeaunder which Sempra Energy has severally gtesdrb0.2 percent of the debt, or a maximum
of $3.7 billion. The project financing and comptetiguarantee became effective October 1, 2014ffhetive date of the joint venture formation, and
will terminate upon financial completion of the jget, which is subject to satisfaction of certaimditions, including all three trains achieving
commercial operation and meeting certain operatipadormance tests. We expect the project to aehfimancial completion and the completion
guarantee to be terminated in the second half ©920

At September 30, 2014, Cameron LNG had a termir@ices agreement with one customer that requirec¢tistomer to pay capacity reservation and
usage fees to use its Cameron LNG facilities teixeg store and regasify the customer’s LNG. Theeetermination agreement in place that will resul
in the termination of this agreement at the poimiry construction of the new liquefaction facésiwhere piping tie-ins to the existing regasifarat
terminal become necessary. Based on the full ntdipeoceed that was issued to Cameron LNG’s ERfractor on October 9, 2014, we expect this
termination date to occur during the first quage2017.

Cameron LNG Holdings is pursuing potential growtbjects for the Cameron LNG facility. Under the Gaon LNG financing agreements, expansion
of the Cameron LNG facilities beyond the first #hiteains are subject to certain restrictions andltions. These restrictions include, among others,
certain timing restrictions on expansions of thejgxts unless appropriate prior consent is obtafred lenders.

We discuss the deconsolidation of Cameron LNG ard@a Energy’s project financing obligations andrgmtee further in Note 13 of the Notes to
Condensed Consolidated Financial Statements herein.

RBS Sempra Commoditie

In three separate transactions in 2010 and onarip 2011, we and The Royal Bank of Scotland pIBYR our partner in the RBS Sempra Commodities
joint venture, sold substantially all of the busises and assets of our commod-marketing partnership. The investment balancer8figillion at
September 30, 2014 reflects remaining distributexpected to be received from the partnership iaglissolved. The amount of distributions may be
impacted by the matters we discuss related to RB&p8a Commodities under “Other Litigation” in Ndt# of the Notes to Condensed Consolidated
Financial Statements herein. In addition, amourdyg be retained by the partnership for an extendeidg of time to help offset unanticipated future
general and administrative costs necessary to @mfiie dissolution of the partnership. We prowdditional information in Note 4 of the Notes to
Condensed Consolidated Financial Statements hangiin Notes 4, 5 and 15 of the Notes to Consditi&inancial Statements in the Annual Report.

OTHER SEMPRA ENERGY MATTERS

We discuss Chilean tax reform in “Management’s D$ston and Analysis of Financial Condition and Rssef Operations — Changes in Revenues,
Costs and Earnings — Income Taxes” herein, andhpacts of the American Taxpayer Relief Act of 20tz Tax Relief, Unemployment Insurance
Reauthorization, and Job Creation Act of 2010 d&wedMexican tax reform legislation passed in Decam@B&3 on our income tax expense, earnings and
cash flows in “Management’s Discussion and Analgé$iEinancial Condition and Results of OperatiorShanges in Revenues, Costs and Earnings —
Income Taxes” in the Annual Report.



We may be further impacted by depressed and rapldinging economic conditions. Moreover, the dothay fluctuate significantly compared to some
foreign currencies, especially in Mexico and Solutherica where we have significant operations. Weeulks foreign currency rate risk further under
“Foreign Currency Rate Risk” in Iltem 3. “Quantitegiand Qualitative Disclosures About Market Riskldw. North American natural gas prices, which
affect profitability at Sempra Renewables and Sem\matural Gas, are currently significantly belowiaksand European prices. These factors could, if
they remain unchanged, adversely affect profitgbhilowever, management expects that future exqagrability at Sempra Natural Gas’ Cameron LNG
facility would benefit from lower gas prices in NlorAmerica compared to other regions.

In July 2010, federal legislation to reform finaalanarkets was enacted that significantly alters buer-the-counter (OTC) derivatives are regulated,
which may impact all of our businesses. The lawdased regulatory oversight of OTC energy derieatiincluding (1) requiring standardized OTC
derivatives to be traded on registered exchangpgatd by the U.S. Commodity Futures Trading Cossion (CFTC), (2) imposing new and

potentially higher capital and margin requiremarid (3) authorizing the establishment of overaluwee and position limits. The law gives the CFTC
authority to exempt end users of energy commaoditigish could reduce, but not eliminate, the apiility of these measures to us and other end users.
These requirements could cause our OTC transadtidos more costly and have a material adversetaffeour liquidity due to additional capital
requirements. In addition, as these reforms aistandardize OTC products, they could limit the effeeness of our hedging programs, because we
would have less ability to tailor OTC derivativesmatch the precise risk we are seeking to mitigate

Our future performance depends substantially orithiag and success of our business developmeoittefand our construction, maintenance and
capital projects. We discuss this and additionatens that could affect our future performance oté¢ 10 and 11 of the Notes to Condensed
Consolidated Financial Statements herein, in Nbfeand 15 of the Notes to Consolidated Financiaie®tents in the Annual Report, and in “Risk
Factors” in the Annual Report.

LITIGATION

We describe legal proceedings which could advers#ct our future performance in Note 11 of theééao Condensed Consolidated Financial
Statements herein.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

We view certain accounting policies as critical dngse their application is the most relevant, judgadeand/or material to our financial position and
results of operations, and/or because they retuireise of material judgments and estimates. Warisisthese accounting policies in “Management’s
Discussion and Analysis of Financial Condition &wesults of Operations” in the Annual Report.

We describe our significant accounting policiedimte 1 of the Notes to Consolidated Financial $tetes in the Annual Report. We follow the same
accounting policies for interim reporting purposes.

NEW ACCOUNTING STANDARDS

We discuss the relevant pronouncements that haeatlg become effective and have had or may havmpact on our financial statements and/or
disclosures in Note 2 of the Notes to Condenseds@afated Financial Statements herein.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We provide disclosure regarding derivative actiwityNote 7 of the Notes to Condensed Consolidatedri€ial Statements herein. We discuss our m
risk and risk policies in detail in "Managementisdussion and Analysis of Financial Condition aresits of Operations"” in the Annual Report.

INTEREST RATE RISK

The table below shows the nominal amount and tleeyear Value at Risk (VaR) for long-term debt gpt8enber 30, 2014 and December 31, 2013:

NOMINAL AMOUNT AND ONE -YEAR VALUE AT RISK OF LONG -TERM DEBT(1)
(Dollars in millions)

Sempra Energy

Consolidated SDG&E SoCalGas
Nominal One-Year Nominal One-Year Nominal One-Year
Debt VaR(2) Debt VaR(2) Debt VaR(2)

At September 30, 2014:



California Utilities fixed-rate $ 6,049 $ 396 $ 4,136 % 267 $ 1913 $ 129

California Utilities variable-rate 327 11 327 11 — —

All other, fixed-rate and variable-rate 5,967 238 — — — —
At December 31, 2013:

California Utilities fixed-rate $ 5464 $ 531 $ 4051 $ 407 $ 1,413 $ 124

California Utilities variable-rate 335 15 335 15 — —

All other, fixed-rate and variable-rate 6,211 308 — — — —

1) Excluding commercial paper classified as long-term debt, capital lease obligations and interest rate swaps, and before reductions/increases for unamortized
discount/premium.
2) After the effects of interest rate swaps.

We provide additional information about interegerswap transactions in Note 7 of the Notes to @oadd Consolidated Financial Statements herein.

FOREIGN CURRENCY RATE RISK

We discuss our foreign currency exposure at ouriddexsubsidiaries in “Management’s Discussion andlgsis of Financial Condition and Results of
Operations — Changes in Revenues, Costs and Earnilmgome Taxes — Mexican Currency Exchange Ruatdrdlation Impact on Income Taxes and
Related Economic Hedging Activity” herein. At Septeer 30, 2014, there were no significant changesitaexposure to foreign currency rate risk since
December 31, 2013.

ITEM 4. CONTROLS AND PROCEDURES

EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES

Sempra Energy, SDG&E and SoCalGas have designethaimain disclosure controls and procedures tarenthat information required to be disclo
in their respective reports is recorded, processetimarized and reported within the time periodsgjed in the rules and forms of the Securitied an
Exchange Commission and is accumulated and comuigdi¢o the management of each company, includiof eespective Chief Executive Officer
and Chief Financial Officer, to allow timely dedss regarding required disclosure. In designingearaduating these controls and procedures, the
management of each company recognizes that argnsystcontrols and procedures, no matter how wedlghed and operated, can provide only
reasonable assurance of achieving the desiredotafiflectives; therefore, the management of eacipemy applies judgment in evaluating the cost-
benefit relationship of other possible controls anacedures.

Under the supervision and with the participatiomainagement, including the Chief Executive Officamd Chief Financial Officers of Sempra Energy,
SDG&E and SoCalGas, each company evaluated thetigffeess of the design and operation of its d&@aie controls and procedures as of September
30, 2014, the end of the period covered by thisnteBased on these evaluations, the Chief Exee@ifficers and Chief Financial Officers of Sempra
Energy, SDG&E and SoCalGas concluded that thefreres/e company’s disclosure controls and procesiwmere effective at the reasonable assurance
level.

INTERNAL CONTROL OVER FINANCIAL REPORTING

There have been no changes in the companies’ aiteontrol over financial reporting during the mastent fiscal quarter that have materially affdcte
or are reasonably likely to materially affect, tempanies’ internal control over financial repogtin

On May 14, 2013, the Committee of Sponsoring Omzgtions of the Treadway Commission (COSO) issuedpaiated version of its Internal Control —
Integrated Framework (2013 Framework). Originadisued in 1992 (1992 Framework), the framework hetganizations design, implement and
evaluate the effectiveness of internal control emts and simplify their use and application. Th@2LBramework remains available during the transitio
period, which extends to December 15, 2014, aftécivtime COSO will consider it as superseded ley2013 Framework. As of September 30, 2014,
Sempra Energy, SDG&E and SoCalGas continue ta@tilie 1992 Framework during the transition to20&3 Framework by the end of 2014.

PART Il - OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

We are not party to, and our property is not tHgext of, any material pending legal proceedindsgothan ordinary routine litigation incidentaldar
businesses) except for the matters 1) describdidbies 9, 10 and 11 of the Notes to Condensed Cidasedl Financial Statements herein and Notes 13,



14 and 15 of the Notes to Consolidated Financiale®tents in the Annual Report, or 2) referred ttManagement's Discussion and Analysis of
Financial Condition and Results of Operations” reeand in the Annual Report.

ITEM 1A. RISK FACTORS

There have not been any material changes fromshkéactors previously disclosed in our Annual Repm Form 10K for the year ended December
2013.

ITEM 6. EXHIBITS

The following exhibits relate to each registrantraticated.
EXHIBIT 10 - MATERIAL CONTRACTS

Sempra Energy / San Diego Gas & Electric Compe

10.1 Amendment No. 10 to the San Diego Gas & Ele@ampany Nuclear Facilities Qualified CPUC Decomiwistg Master Trust
Agreement for San Onofre Nuclear Generating Statated August 27, 201

10.z Amendment No. 11 to the San Diego Gas & Ele@ampany Nuclear Facilities Qualified CPUC Decomiwistg Master Trust
Agreement for San Onofre Nuclear Generating Stateted August 27, 201

10.2 Amendment No. 12 to the San Diego Gas & Ele@ampany Nuclear Facilities Qualified CPUC Decomiwistg Master Trust
Agreement for San Onofre Nuclear Generating Stateted August 27, 201

10.4 Amendment No. 8 to the San Diego Gas & Electaen@any Nuclear Facilities Non-Qualified CPUC Decoissioning Master
Trust Agreement for San Onofre Nuclear Generatiagi@® dated August 27, 201

10.E Amendment No. 9 to the San Diego Gas & Electaen@any Nuclear Facilities Non-Qualified CPUC Decoissioning Master
Trust Agreement for San Onofre Nuclear Generatiagi@® dated August 27, 201

10.€ Amendment No. 10 to the San Diego Gas & Ele@ampany Nuclear Facilities Non-Qualified CPUC Deaooissioning Master
Trust Agreement for San Onofre Nuclear Generatiati® dated August 27, 2014.

EXHIBIT 12 -- STATEMENTS RE: COMPUTATION OF RATIOS
Sempra Energ)
12.1 Sempra Energy Computation of Ratio of Earning§tmbined Fixed Charges and Preferred Stock Didden
San Diego Gas & Electric Compar
12.z San Diego Gas & Electric Company Computation afi&Rof Earnings to Combined Fixed Charges andePmed Stock Dividends.
Southern California Gas Compan
12.2 Southern California Gas Company Computation dfdR& Earnings to Combined Fixed Charges and PredeStock Dividends.
EXHIBIT 31 -- SECTION 302 CERTIFICATIONS
Sempra Energ)
31.1 Statement of Sempra Ene’s Chief Executive Officer pursuant to Rules-14 and 15-14 of the Securities Exchange Act of 1¢
31.z Statement of Sempra Ene’s Chief Financial Officer pursuant to Rules -14 and 15-14 of the Securities Exchange Act of 19
San Diego Gas & Electric Compar

31.z Statement of San Diego Gas & Electric CompanyigefCExecutive Officer pursuant to Rules 13a-14 &4Bd-14 of the Securities
Exchange Act of 193¢

314
Statement of San Diego Gas & Electric CompanyigfoFinancial Officer pursuant to Rules 13a-14 &6d-14 of the Securities

Exchange Act of 193¢



Southern California Gas Compan

31.t Statement of Southern California Gas Company’efxecutive Officer pursuant to Rules 13a-14 &6d-14 of the Securities
Exchange Act of 193¢

31.¢ Statement of Southern California Gas Company’iefdfinancial Officer pursuant to Rules 13a-14 4Ad-14 of the Securities
Exchange Act of 1934.

EXHIBIT 32 -- SECTION 906 CERTIFICATIONS
Sempra Energ)
32.1 Statement of Sempra Ene’s Chief Executive Officer pursuant to 18 U.S.C..S850.
32.z Statement of Sempra Energy’s Chief Financial@ffipursuant to 18 U.S.C. Sec. 1350.
San Diego Gas & Electric Compar
32.: Statement of San Diego Gas & Electric Comy's Chief Executive Officer pursuant to 18 U.S.C..S850.
32.4 Statement of San Diego Gas & Electric CompanyigefCFinancial Officer pursuant to 18 U.S.C. S5
Southern California Gas Compan
32.t Statement of Southern California Gas Com|'s Chief Executive Officer pursuant to 18 U.S.C..S850.
32.¢ Statement of Southern California Gas Company'ie{dFinancial Officer pursuant to 18 U.S.C. Secc@Q3
EXHIBIT 101 -- INTERACTIVE DATA FILE
Sempra Energy / San Diego Gas & Electric Company / SeuthCalifornia Gas Compan'
101.INS XBRL Instance Documel
101.SCt+ XBRL Taxonomy Extension Schema Docum
101.CAL XBRL Taxonomy Extension Calculation Linkbase Doant
101.DEF XBRL Taxonomy Extension Definition Linkbase Docemnt
101.LAB XBRL Taxonomy Extension Label Linkbase Docum

101.PRE XBRL Taxonomy Extension Presentation Linkbase uboent

SIGNATURES
Sempra Energy:

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly caussdréiport to be signed on its behalf by the
undersigned, thereunto duly authoriz

SEMPRA ENERGY,
(Registrant

Date: November 4, 201 By: /s/ Trevor I. Mihalik

Trevor |. Mihalik
Senior Vice President, Controller and
Chief Accounting Officel

San Diego Gas & Electric Company:



Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causesdr#port to be signed on its behalf by the

undersigned, thereunto duly authoriz

Date: November 4, 201

Southern California Gas Company:

SAN DIEGO GAS & ELECTRIC COMPANY,
(Registrant’

By: /s/ Robert M. Schla

Robert M. Schlax
Vice President, Controller, Chief Financial Offiaerd Chief
Accounting Officer

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly caussdréiport to be signed on its behalf by the

undersigned, thereunto duly authoriz

Date: November 4, 201

SOUTHERN CALIFORNIA GAS COMPANY,
(Registrant,

By: /s/ Robert M. Schla

Robert M. Schlax
Vice President, Controller, Chief Financial Offiaard Chief

Accounting Officer



Exhibit 10.1

AMENDMENT NO. 10
TO THE
SAN DIEGO GAS & ELECTRIC COMPANY

NUCLEAR FACILITIES QUALIFIED CPUC DECOMMISSIONING

MASTER TRUST AGREEMENT
FOR

SAN ONOFRE NUCLEAR GENERATING STATIONS

This Amendment No. 10 made this 1@-7_ day of August , 2014, by and between San Diego Gas & Electric @om (“Company”) and The Bank of New York
Mellon, a New York state bank, successor by opematf law to Mellon Bank, N.A (“Trustee”).

WHEREAS, pursuant to Section 2.12 of the Nucleanilfies Qualified Decommissioning Master Trust #&n Onofre Nuclear Generating Stations dated asraf 29,
1992, as amended (“Agreement”) between the Compadythe Trustee, the parties specifically resdreaight to amend the Agreement;

NOW, THEREFORE, the Company and the Trustee agréellaws:

1. The third and fourth sentences of Section 4.09 dealestated as follow

The Committee, or upon written notice from the Cadttee, the Trustee, shall assume responsibilityefaploying independent certified public
accountants to audit the financial statementsesst frequently than annually, subject to the promscontained in Section 6.05. The Company and
the Committee shall have the right to object to ahthe audited financial statements.

2. The second sentence of the introductory text oickeril shall be restated as follow

No disbursement or payment may be made from thedvidsust for activities subject to NRC-jurisdiationder section 50.75 until written notice of
the intention to make disbursement or payment kas Imade in accordance with 10 CFR 50.75(h)(1)¢ivany subsequent NRC requirement.

3. Each Party hereby represents and warrants to lieesothat it has full authority to enter into tAimendment No. 10 upon the terms and conditionsdfiened
that the individual executing this Amendment No.obOts behalf has the requisite authority to Himat Party.

IN WITNESS WHEREOF, the Company, the Trustee, &edQalifornia Public Utilities Commission have getir hands and seals in agreement to these ameatgime

effective as provided above.

SAN DIEGO GAS & ELECTRIC COMPANY

By: /s/ Robert Schlax
Date: 7/31/14
Attest: /sl Sylvia Jimenez

THE BANK OF NEW YORK MELLON

By: /sl Joseph G. Kirchmeier
Date: 7/29/14
Attest: /sl James Mahoney

CALIFORNIA PUBLIC UTILITIES COMMISSION

By: /sl Michelle Cooke for PAC

Date: 8/27/14

Attest: /sl Carol Mendiola




Exhibit 10.2
AMENDMENT NO. 11
TO THE
SAN DIEGO GAS & ELECTRIC COMPANY
NUCLEAR FACILITIES QUALIFIED CPUC DECOMMISSIONING
MASTER TRUST AGREEMENT
FOR
SAN ONOFRE NUCLEAR GENERATING STATIONS

This Amendment No. 11 made this27"  day of__August _, 2014, by and between San Diego Gas & Electric 2o (“Company”) and The Bank
of New York Mellon, a New York state bank, succedspoperation of law to Mellon Bank, N.A (“Trustge

WHEREAS, pursuant to Section 2.12 of the Nucleanilfi@s Qualified Decommissioning Master Trust f8&an Onofre Nuclear Generating Stations
dated as of June 29, 1992, as amended (“Agreemgtiijeen the Company and the Trustee, the papexsfically reserve the right to amend the
Agreement;

NOW, THEREFORE, the Company and the Trustee agréellaws:
1. The last sentence of Section 3.02 shall be restatddllows:

“Appointments of Committee members may be for thss a five-year term in order to establish staggenembership terms
among the members of the Committee.”

2. Each Party hereby represents and warrants to ftieesothat it has full authority to enter into tAislendment No. 11 upon the terms and
conditions hereof and that the individual executimig Amendment No. 11 on its behalf has the réguéithority to bind that Party.

IN WITNESS WHEREOF, the Company, the Trustee, &edQalifornia Public Utilities Commission have #egir hands and seals in agreement to these
amendments effective as provided above.

SAN DIEGO GAS & ELECTRIC COMPANY

By: /s/ Robert Schlax
Date: 7/31/14
Attest: /sl Sylvia Jimenez

THE BANK OF NEW YORK MELLON

By: /sl Joseph G. Kirchmeier
Date: 7/29/14
Attest: /sl James Mahoney

CALIFORNIA PUBLIC UTILITIES COMMISSION

By: /sl Michelle Cooke for PAC
Date: 8/27/14
Attest: /sl Carol Mendiola




Exhibit 10.3
AMENDMENT NO. 12
TO THE
SAN DIEGO GAS & ELECTRIC COMPANY
NUCLEAR FACILITIES QUALIFIED CPUC DECOMMISSIONING
MASTER TRUST AGREEMENT
FOR
SAN ONOFRE NUCLEAR GENERATING STATIONS

This Amendment No. 12 made this27"  day of__August _, 2014, by and between San Diego Gas & Electric 2o (“Company”) and The Bank
of New York Mellon, a New York state bank, succedspoperation of law to Mellon Bank, N.A (“Trustge

WHEREAS, pursuant to Section 2.12 of the NucleailFi@s Qualified Decommissioning Master Trust an Onofre Nuclear Generating Stations

dated as of June 29, 1992, as amended (“Agreemgtiijeen the Company and the Trustee, the papexsfically reserve the right to amend the
Agreement;

NOW, THEREFORE, the Company and the Trustee agréellaws:
1. Section 1.01, Definitions shall be amended by tirsgthe following language as section (1.1) a$tection (1):

“(1.1) “Advance Withdrawal Certificate” shall mean a do@ntproperly completed and executed by one AutedrRepresentative
of the Company and substantially in the form of IBKIC-1 hereto.

2. Section 2.01, Payment of Nuclear Decommissioningt€ ®f Article Il shall be amended by inserting thllowing language as sections (4.1)
and (4.2):

“(4.1) Advance Withdrawals for Payment of Decommissiorflusts. An Authorized Representative may request disbuesit of
funds to pay expected Decommissioning Costs by #tibghan Advance Withdrawal Certificate to the $ree. Requests for
advance withdrawals may be made up to one montirdekpected payments are made. Amounts withdsinat be
deposited in an interest-bearing account. Intexasied in such account shall be used for payirgpDenissioning Costs, and
shall not benefit the Company. Any request fohdiawal of funds shall be accompanied by documiemtaupporting the
amount of advance withdrawal, and shall take immant any unexpended, balance of funds previalishursed. Any funds
remaining in such account upon termination of thestdr Trust shall be distributed pursuant to SeQid1.”

“(4.2) Documentation of Payment of Decommissioning Cosistual expenditures for Decommissioning Costs amelconciliation
of advance withdrawals with actual expenditure$ el submitted to the CPUC quarterly.”

3. Each Party hereby represents and warrants to fieesothat it has full authority to enter into tAislendment No. 12 upon the terms and
conditions hereof and that the individual executimg Amendment No. 12 on its behalf has the reguéithority to bind that Party.



IN WITNESS WHEREOF, the Company, the Trustee, &edQalifornia Public Utilities Commission have #&tir hands and seals in agreement to these
amendments effective as provided above.

SAN DIEGO GAS & ELECTRIC COMPANY

By: /sl Robert Schlax
Date: 7/31/14
Attest: /sl Sylvia Jimenez

THE BANK OF NEW YORK MELLON

By: /sl Joseph G. Kirchmeier
Date: 7/29/14
Attest: /sl James Mahoney

CALIFORNIA PUBLIC UTILITIES COMMISSION

By: /sl Michelle Cooke for PAC
Date: 8/27/14
Attest: /sl Carol Mendiola




QUALIFIED MASTER TRUST AGREEMENT
EXHIBIT C-1
ADVANCE WITHDRAWAL CERTIFICATE
The undersigned, Authorized Representative of Sontlalifornia Edison Company (Company), a Calif@eorporation, being duly authorized and empowéoed

execute and deliver this certificate, hereby destifo the Trustee of the Southern California Bdi€ompany Nuclear Facilities Qualified CPUC Decossitning Maste
Trust for San Onofre and Palo Verde Nuclear Geimgr&tations, pursuant to Section 2.01 of thatatemMlaster Trust Agreement, dated as follows:

1)  within 30 days of the date of this certificate,rthaill be due and owing to the Company [all] opfartion of] the cost of goods or services proviie
connection with the decommissioning of [SONGS/Rétode] as evidenced by the Schedule with supposgitibits attached as Exhibit 1 hereto;

2)  All such amounts will constitute Decommissionings®o and

3)  All conditions precedent to the making of this wiitwal and disbursement and the payment of the @oynpf the Decommissioning Costs set forth in
agreement between any third-party provider andtimepany have been fulfilled.

Accordingly, you are hereby authorized to withdiw from the [SONGS Unit No. 1/SONGS Unit NME@NGS Unit No. 3/Palo Verde Unit No. 1, Palo
Verde Unit No. 2/Palo Verde Unit No. 3] Qualifiedrid of the Master Trust in order to permit paynmefrguch sum to be made to the Company for suchogetp

You are further authorized to disburse such samoe withdrawn, directly to the Company in thedaling manner: [DESCRIBE: CHECK, WIRE TRANSFER,
ETC.] on or before . Executed t day of

SOUTHERN CALIFORNIA EDISON COMPANY

By

Authorized Representative

By

Attest



Exhibit 10.4
AMENDMENT NO. 8
TO THE
SAN DIEGO GAS & ELECTRIC COMPANY
NUCLEAR FACILITIES NON-QUALIFIED CPUC DECOMMISSIONNIG
MASTER TRUST AGREEMENT
FOR
SAN ONOFRE NUCLEAR GENERATING STATIONS

This Amendment No. 8 made this__$7_ day of___Auqgust , 2014, by and between San Diego Gas & Electric @om (“Company”) and The Bank of New York

Mellon, a New York state bank, successor by opematf law to Mellon Bank, N.A (“Trustee”).

WHEREAS, pursuant to Section 2.10 of the Nucleailfies Non-Qualified Decommissioning Master Trist San Onofre Nuclear Generating Stations daseaf dune
29, 1992, as amended (“Agreement”) between the @osnpnd the Trustee, the parties specifically kestire right to amend the Agreement;

NOW, THEREFORE, the Company and the Trustee agréallaws:
1. The third and fourth sentences of Section 4.09 dlealestated as follow

The Committee, or upon written notice thereof, Thastee, shall assume responsibility for employidependent certified public accountants to
audit the financial statements not less frequethéy annually, subject to the provisions contaiime8lection 6.05. The Company and the Comm
shall have the right to object to any of the awdlfieancial statements.

2. The second sentence of the introductory text oickeril shall be restated as follow

No disbursement or payment may be made from thedvidsust for activities subject to NRC-jurisdiationder section 50.75 until written notice of
the intention to make disbursement or payment kas Imade in accordance with 10 CFR 50.75(h)(1)¢ivany subsequent NRC requirement.

3. Each Party hereby represents and warrants to lieesothat it has full authority to enter into tAimendment No. 8 upon the terms and conditions lienmed
that the individual executing this Amendment Nar8its behalf has the requisite authority to bimat Party.

IN WITNESS WHEREOF, the Company, the Trustee, &edQalifornia Public Utilities Commission have getir hands and seals in agreement to these ametgime
effective as provided above.

SAN DIEGO GAS & ELECTRIC COMPANY

By: /s/ Robert Schlax
Date: 7/31/14
Attest: /sl Sylvia Jimenez

THE BANK OF NEW YORK MELLON

By: /sl Joseph G. Kirchmeier
Date: 7/29/14
Attest: /s/ James Mahoney

CALIFORNIA PUBLIC UTILITIES COMMISSION

By: /sl Michelle Cooke for PAC
Date: 8/27/14
Attest: /sl Carol Mendiola




Exhibit 10.5
AMENDMENT NO. 9
TO THE
SAN DIEGO GAS & ELECTRIC COMPANY

NUCLEAR FACILITIES NON-QUALIFIED CPUC DECOMMISSIONNG

MASTER TRUST AGREEMENT
FOR

SAN ONOFRE NUCLEAR GENERATING STATIONS

This Amendment No. 9 made this__$7 day of___Auqgust , 2014, by and between San Diego Gas & Electric @om (“Company”) and The Bank of New York
Mellon, a New York state bank, successor by opematf law to Mellon Bank, N.A (“Trustee”).

WHEREAS, pursuant to Section 2.10 of the Nucleailfies Non-Qualified Decommissioning Master Trist San Onofre Nuclear Generating Stations daseaf dune
29, 1992, as amended (“Agreement”) between the @osnpnd the Trustee, the parties specifically kestire right to amend the Agreement;

NOW, THEREFORE, the Company and the Trustee agréallaws:

1. The last sentence of Section 3.02 shall be restatddllows:

“Appointments of Committee members may be for thgs a five-year term in order to establish stagdenembership terms

among the members of the Committee.”

2. Each Party hereby represents and warrants to tieesothat it has full authority to enter into tAimiendment No. 9 upon the terms and conditions Hened
that the individual executing this Amendment NarBits behalf has the requisite authority to bimat Party.

IN WITNESS WHEREOF, the Company, the Trustee, &edQalifornia Public Utilities Commission have getir hands and seals in agreement to these ameatgime

effective as provided above.

SAN DIEGO GAS & ELECTRIC COMPANY

By: /s/ Robert Schlax
Date: 7/31/14
Attest: /sl Sylvia Jimenez

THE BANK OF NEW YORK MELLON

By: /sl Joseph G. Kirchmeier
Date: 7/29/14
Attest: /sl James Mahoney

CALIFORNIA PUBLIC UTILITIES COMMISSION

By: /sl Michelle Cooke for PAC

Date: 8/27/14

Attest: /sl Carol Mendiola




Exhibit 10.6
AMENDMENT NO. 10
TO THE
SAN DIEGO GAS & ELECTRIC COMPANY
NUCLEAR FACILITIES NON-QUALIFIED CPUC DECOMMISSIONNIG
MASTER TRUST AGREEMENT
FOR
SAN ONOFRE NUCLEAR GENERATING STATIONS

This Amendment No. 10 made this__ 87 day of_Auqust , 2014, by and between San Diego Gas & Electric @om (“Company”) and The Bank of New York
Mellon, a New York state bank, successor by opematf law to Mellon Bank, N.A (“Trustee”).

WHEREAS, pursuant to Section 2.10 of the Nucleailfies Non-Qualified Decommissioning Master Trist San Onofre Nuclear Generating Stations daseaf dune
29, 1992, as amended (“Agreement”) between the @osnpnd the Trustee, the parties specifically kestire right to amend the Agreement;

NOW, THEREFORE, the Company and the Trustee agréallaws:
1. Section 1.01, Definitions shall be amended by tisgthe following language as section (1.1) a$ection (1):

“(1.1) “Advance Withdrawal Certificate” shall mean a doamproperly completed and executed by one AutedrRepresentative
of the Company and substantially in the form of iBKHC-1 hereto.

2. Section 2.01, Payment of Nuclear Decommissioningt€®f Article Il shall be amended by inserting thllowing language as sections (4.1)
and (4.2):

“(4.1) Advance Withdrawals for Payment of Decommissior@usts. An Authorized Representative may request disbuest of
funds to pay expected Decommissioning Costs by #tibgnan Advance Withdrawal Certificate to the $ree. Requests for
advance withdrawals may be made up to one montirdekpected payments are made. Amounts withdsinath be
deposited in an interest-bearing account. Intexasied in such account shall be used for payirgpDenissioning Costs, and
shall not benefit the Company. Any request fohdiawal of funds shall be accompanied by documiemtaupporting the
amount of advance withdrawal, and shall take icmnant any unexpended, balance of funds previalishursed. Any funds
remaining in such account upon termination of theestdr Trust shall be distributed pursuant to Se@i69.”

“(4.2) Documentation of Payment of Decommissioning CosAstual expenditures for Decommissioning Cosis ameconciliation
of advance withdrawals with actual expenditures bel submitted to the CPUC quarterly.”

3. Each Party hereby represents and warrants to lieesothat it has full authority to enter into thimendment No. 10 upon the terms and conditionsofiened
that the individual executing this Amendment NoobOts behalf has the requisite authority to bimat tParty.



IN WITNESS WHEREOF, the Company, the Trustee, &edQalifornia Public Utilities Commission have #&ir hands and seals in agreement to these ametglme
effective as provided above.

SAN DIEGO GAS & ELECTRIC COMPANY

By: /sl Robert Schlax
Date: 7/31/14
Attest: /sl Sylvia Jimenez

THE BANK OF NEW YORK MELLON

By: /sl Joseph G. Kirchmeier
Date: 7/29/14
Attest: /sl James Mahoney

CALIFORNIA PUBLIC UTILITIES COMMISSION

By: /sl Michelle Cooke for PAC
Date: 8/27/14
Attest: /sl Carol Mendiola




NON-QUALIFIED MASTER TRUST AGREEMENT
EXHIBIT C-1
ADVANCE WITHDRAWAL CERTIFICATE

The undersigned, Authorized Representative of Swntlalifornia Edison Company (Company), a Calif@eorporation, being duly authorized and empowéoed
execute and deliver this certificate, hereby desifo the Trustee of the Southern California Bdi€ompany Nuclear Facilities Non- Qualified CPUGcBmmissioning
Master Trust for San Onofre and Palo Verde NudBemerating Stations, pursuant to Section 2.01aifdértain Master Trust Agreement, dated , as
follows:

1) within 30 days of the date of this certificate,rthevill be due and owing to the Company [all] opfartion of] the cost of goods or services provide
connection with the decommissioning of [SONGS/Ré&bode] as evidenced by the Schedule with supposgiigbits attached as Exhibit 1 hereto;

2)  All such amounts will constitute Decommissionings&n anc

3)  All conditions precedent to the making of this withwal and disbursement and the payment of the @oynpf the Decommissioning Costs set forth in any
agreement between any third-party provider andtimepany have been fulfilled.

Accordingly, you are hereby authorized to withdi&w from the [SONGS Unit No. 1/SONGS Unit N(s@NGS Unit No. 3/Palo Verde Unit No. 1, Palo
Verde Unit No. 2/Palo Verde Unit No. 3] Non-Quaii Fund of the Master Trust in order to permit paghof such sum to be made to the Company for such
purpose. You are further authorized to disbumsd sum, once withdrawn, directly to the Companthafollowing manner: [DESCRIBE: CHECK, WIRE
TRANSFER, ETC.] on or before Executed this day of

SOUTHERN CALIFORNIA EDISON COMPANY

By

Authorized Representative

By

Attest



Fixed charges and
preferred stock
dividends:

Interest

Interest portion of
annual rentals

Preferred
dividends of
subsidiaries (1)
Total fixed
charges

Preferred
dividends for
purpose of
ratio

Total fixed
charges and
preferred
dividends for
purpose of
ratio

Earnings:

Pretax income
from continuing
operations
before
adjustment for
income or loss
from equity
investees

Add:

Total fixed
charges (from
above)

Distributed
income of
equity
investees

Less:

Interest
capitalized

Preferred
dividends of
subsidiaries (1)

Total earnings for
purpose of
ratio

Ratio of earnings
to combined
fixed charges
and preferred
stock dividends

Ratio of earnings
to fixed
charges

EXHIBIT 12.1
SEMPRA ENERGY

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES
AND PREFERRED STOCK DIVIDENDS

(Dollars in millions)

September
30,

2009 2010 2011 2012 2013 2014
$ 455 492 $ 549 601 620 470
2 3 2 2 2 2
13 11 10 6 6 1
470 506 561 609 628 473
$ 470 506 $ 561 609 628 473
$ 977 1,078 $ 1,747 1,255 1,399 1,148
470 506 561 609 628 473
493 260 96 50 51 39
73 74 27 53 23 23
13 11 10 6 6 1
$ 1,854 1,759 $ 2,367 1,855 2,049 1,636
3.94 3.48 4.22 3.05 3.26 3.46
3.94 3.48 4.22 3.05 3.26 3.46

(1) In computing this ratio, “Preferred dividends of subsidiaries” represents the before-tax earnings necessary to pay such dividends,



computed at the effective tax rates for the applicable periods.



EXHIBIT 12.2
SAN DIEGO GAS & ELECTRIC COMPANY
COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES
AND PREFERRED STOCK DIVIDENDS
(Dollars in millions)

September
30,
2009 2010 2011 2012 2013 2014

Fixed Charges and

Preferred Stock

Dividends:
Interest $ 118 $ 153 $ 193 $ 220 $ 231 $ 179
Interest portion of

annual rentals 1 1 1 1 1 1

Total fixed charges 119 154 194 221 232 180
Preferred stock
dividends (1) 7 7 7 7 5 -

Combined fixed
charges and
preferred stock

dividends for
purpose of ratio $ 126 $ 161 $ 201 $ 228 $ 237 $ 180

Earnings:
Pretax income from

continuing

operations $ 550 $ 531 $ 692 $ 705 $ 626 $ 616
Total fixed charges

(from above) 119 154 194 221 232 180
Less: Interest

capitalized 4 1 1 - - -

Total earnings for
purpose of ratio $ 665 $ 684 $ 885 $ 926 $ 858 $ 796

Ratio of earnings to
combined fixed
charges and

preferred stock
dividends 5.28 4.25 4.40 4.06 3.62 4.42

Ratio of earnings to

1) In computing this ratio, “Preferred stock dividends” represents the before-tax earnings necessary to pay such dividends, computed
at the effective tax rates for the applicable periods.



EXHIBIT 12.3
SOUTHERN CALIFORNIA GAS COMPANY
COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES
AND PREFERRED STOCK DIVIDENDS
(Dollars in millions)

September
30,
2009 2010 2011 2012 2013 2014

Fixed

Charges:
Interest $ 74 $ 72 $ 77 $ 77 $ 76 $ 55
Interest

portion

of

annual

rentals 1 2 1 1 1 1

Total fixed

charges 75 74 78 78 77 56
Preferred

stock

dividends

(D) 2 2 2 2 2 1

Combined
fixed
charges
and
preferred
stock
dividends
for
purpose
of ratio $ 77 $ 76 $ 80 $ 80 $ 79 $ 57

Earnings:
Pretax

income

from

continuing

operations $ 418 $ 463 $ 431 $ 369 $ 481 $ 367
Add: Total

fixed

charges

(from

above) 75 74 78 78 77 56
Less:

Interest -

capitalized 1 1 1 1 1

Total
earnings
for
purpose
of ratio $ 492 $ 536 $ 508 $ 446 $ 557 $ 423

Ratio of
earnings
to
combined
fixed
charges
and
preferred

stock
dividends 6.39 7.05 6.35 5.58 7.05 7.42

Ratio of
earnings
to fixed
charges 6.56 7.24 6.51 5.72 7.23 7.55




(1) In computing this ratio, “Preferred stock dividends” represents the before-tax earnings necessary to pay such dividends, computed
at the effective tax rates for the applicable periods.



EXHIBIT 31.1
CERTIFICATION

I, Debra L. Reed, certify that:

1. | have reviewed this report on Form 10-Q of Sentfmeargy;

2. Based on my knowledge, this report does not comaynuntrue statement of a material fact or omététe a material fact necessary to make the
statements made, in light of the circumstances uwtiech such statements were made, not misleaditigrespect to the period covered by this
report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material respects the
financial condition, results of operations and ctigs of the registrant as of, and for, the pesipdesented in this report;

4. The registrant's other certifying officer and | a@sponsible for establishing and maintaining disate controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedxchange Act Rules 13(a)-15(f) and 15d-15
() for the registrant and have:

a) Designed such disclosure controls and proceduresused such disclosure controls and proceduries tesigned under our supervision,
to ensure that material information relating to tbgistrant, including its consolidated subsidigris made known to us by others within
those entities, particularly during the period inieh this report is being prepared,;

b) Designed such internal control over financial réing; or caused such internal control over finahe@gorting to be designed under our
supervision, to provide reasonable assurance rieggttte reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygtedeaccounting principles;

c) Evaluated the effectiveness of the registrantslalisire controls and procedures and presentedsimeiport our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt, based on such evaluation; and

d) Disclosed in this report any change in the regmisanternal control over financial reporting tletcurred during the registrant's most
recent fiscal quarter (the registrant's fourthdlsguarter in the case of an annual report) thathaterially affected, or is reasonably likely
to materially affect, the registrant's internal tohover financial reporting; and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiarterhal control over financial reporting, to the
registrant's auditors and the audit committee gisteant's board of directors (or persons perfogtire equivalent functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contraéiofinancial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and refreaincial information; and

b) Any fraud, whether or not material, that involveanmagement or other employees who have a significéain the registrant's internal
control over financial reporting.

November 4, 2014

/s/ Debra L. Ree
Debra L. Ree«
Chief Executive Office




EXHIBIT 31.2
CERTIFICATION

I, Joseph A. Householder, certify that:

1. | have reviewed this report on Form 10-Q of Sentfmeargy;

2. Based on my knowledge, this report does not comaynuntrue statement of a material fact or omététe a material fact necessary to make the
statements made, in light of the circumstances uwtiech such statements were made, not misleaditigrespect to the period covered by this
report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material respects the
financial condition, results of operations and ctigs of the registrant as of, and for, the pesipdesented in this report;

4. The registrant's other certifying officer and | a@sponsible for establishing and maintaining disate controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedxchange Act Rules 13(a)-15(f) and 15d-15
() for the registrant and have:

a) Designed such disclosure controls and proceduresused such disclosure controls and proceduries tesigned under our supervision,
to ensure that material information relating to tbgistrant, including its consolidated subsidigris made known to us by others within
those entities, particularly during the period inieh this report is being prepared,;

b) Designed such internal control over financial réing; or caused such internal control over finahe@gorting to be designed under our
supervision, to provide reasonable assurance rieggttte reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygtedeaccounting principles;

c) Evaluated the effectiveness of the registrantslalisire controls and procedures and presentedsimeiport our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt, based on such evaluation; and

d) Disclosed in this report any change in the regmisanternal control over financial reporting tletcurred during the registrant's most
recent fiscal quarter (the registrant's fourthdlsguarter in the case of an annual report) thathaterially affected, or is reasonably likely
to materially affect, the registrant's internal tohover financial reporting; and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiarterhal control over financial reporting, to the
registrant's auditors and the audit committee gisteant's board of directors (or persons perfogtire equivalent functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contraéiofinancial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and refreaincial information; and

b) Any fraud, whether or not material, that involveanmagement or other employees who have a significéain the registrant's internal
control over financial reporting.

November 4, 2014
/s/ Joseph A. Household

Joseph A. Household
Chief Financial Office




EXHIBIT 31.3
CERTIFICATION

I, J. Walker Martin, certify that:
1. | have reviewed this report on Form 10-Q of Sarmgbi&as & Electric Company;

2. Based on my knowledge, this report does not comaynuntrue statement of a material fact or omététe a material fact necessary to make the
statements made, in light of the circumstances uwtieh such statements were made, not misleaditigrespect to the period covered by this
report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material respects the
financial condition, results of operations and ctigs of the registrant as of, and for, the pesipdesented in this report;

4. The registrant's other certifying officer and | a@sponsible for establishing and maintaining disate controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedxchange Act Rules 13(a)-15(f) and 15d-15
() for the registrant and have:

a) Designed such disclosure controls and proceduresused such disclosure controls and proceduries tesigned under our supervision,
to ensure that material information relating to tbgistrant, including its consolidated subsidigris made known to us by others within
those entities, particularly during the period inieh this report is being prepared,;

b) Designed such internal control over financial réipg; or caused such internal control over finah@gorting to be designed under our
supervision, to provide reasonable assurance rieggttte reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygtedeaccounting principles;

c) Evaluated the effectiveness of the registrantslalisire controls and procedures and presentedsimeiport our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt, based on such evaluation; and

d) Disclosed in this report any change in the regmisanternal control over financial reporting tletcurred during the registrant's most
recent fiscal quarter (the registrant's fourthdlsguarter in the case of an annual report) thathaterially affected, or is reasonably likely
to materially affect, the registrant's internal tohover financial reporting; and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiarterhal control over financial reporting, to the
registrant's auditors and the audit committee gisteant's board of directors (or persons perfogtire equivalent functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contraéiofinancial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and refieaincial information; and

b) Any fraud, whether or not material, that involveanmagement or other employees who have a significéain the registrant's internal
control over financial reporting.

November 4, 2014

/s/ J. Walker Martir
J. Walker Martir
Chief Executive Office




EXHIBIT 31.4
CERTIFICATION

I, Robert M. Schlax, certify that:
1. | have reviewed this report on Form 10-Q of Sarmgbi&as & Electric Company;

2. Based on my knowledge, this report does not comaynuntrue statement of a material fact or omététe a material fact necessary to make the
statements made, in light of the circumstances uwtieh such statements were made, not misleaditigrespect to the period covered by this
report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material respects the
financial condition, results of operations and ctigs of the registrant as of, and for, the pesipdesented in this report;

4. The registrant's other certifying officer and | a@sponsible for establishing and maintaining disate controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedxchange Act Rules 13(a)-15(f) and 15d-15
() for the registrant and have:

a) Designed such disclosure controls and proceduresused such disclosure controls and proceduries tesigned under our supervision,
to ensure that material information relating to tbgistrant, including its consolidated subsidigris made known to us by others within
those entities, particularly during the period inieh this report is being prepared,;

b) Designed such internal control over financial réipg; or caused such internal control over finah@gorting to be designed under our
supervision, to provide reasonable assurance rieggttte reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygtedeaccounting principles;

c) Evaluated the effectiveness of the registrantslalisire controls and procedures and presentedsimeiport our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt, based on such evaluation; and

d) Disclosed in this report any change in the regmisanternal control over financial reporting tletcurred during the registrant's most
recent fiscal quarter (the registrant's fourthdlsguarter in the case of an annual report) thathaterially affected, or is reasonably likely
to materially affect, the registrant's internal tohover financial reporting; and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiarterhal control over financial reporting, to the
registrant's auditors and the audit committee gisteant's board of directors (or persons perfogtire equivalent functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contraéiofinancial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and refieaincial information; and

b) Any fraud, whether or not material, that involveanmagement or other employees who have a significéain the registrant's internal
control over financial reporting.

November 4, 2014

/s/ Robert M. Schla
Robert M. Schlas
Chief Financial Officel




EXHIBIT 31.5
CERTIFICATION

I, Dennis V. Arriola, certify that:
1. | have reviewed this report on Form 10-Q of South@alifornia Gas Company;

2. Based on my knowledge, this report does not commynuntrue statement of a material fact or omététe a material fact necessary to make the
statements made, in light of the circumstances uwtiech such statements were made, not misleaditigrespect to the period covered by this
report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material respects the
financial condition, results of operations and ctigs of the registrant as of, and for, the pesipdesented in this report;

4. The registrant's other certifying officer and | a@sponsible for establishing and maintaining disate controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedxchange Act Rules 13(a)-15(f) and 15d-15
() for the registrant and have:

a) Designed such disclosure controls and proceduresused such disclosure controls and proceduries tesigned under our supervision,
to ensure that material information relating to tbgistrant, including its consolidated subsidigrie made known to us by others within
those entities, particularly during the period inieh this report is being prepared,;

b) Designed such internal control over financial réing; or caused such internal control over finahagorting to be designed under our
supervision, to provide reasonable assurance rieggttte reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallyptedeaccounting principles;

c) Evaluated the effectiveness of the registrantslalisire controls and procedures and presentedsimeiport our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt, based on such evaluation; and

d) Disclosed in this report any change in the regmisanternal control over financial reporting tletcurred during the registrant's most
recent fiscal quarter (the registrant's fourthdlsguarter in the case of an annual report) thathaterially affected, or is reasonably likely
to materially affect, the registrant's internal tohover financial reporting; and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiarterhal control over financial reporting, to the
registrant's auditors and the audit committee gisteant's board of directors (or persons perfogtire equivalent functions):

a) All significant deficiencies and material weaknesiethe design or operation of internal contraéiofinancial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and refireaincial information; and

b) Any fraud, whether or not material, that involveanagement or other employees who have a significéain the registrant's internal
control over financial reporting.

November 4, 2014
/s/ Dennis V. Arriole

Dennis V. Arriola
Chief Executive Office




EXHIBIT 31.6
CERTIFICATION

I, Robert M. Schlax, certify that:
1. | have reviewed this report on Form 10-Q of South@alifornia Gas Company;

2. Based on my knowledge, this report does not commynuntrue statement of a material fact or omététe a material fact necessary to make the
statements made, in light of the circumstances uwtiech such statements were made, not misleaditigrespect to the period covered by this
report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material respects the
financial condition, results of operations and ctigs of the registrant as of, and for, the pesipdesented in this report;

4. The registrant's other certifying officer and | a@sponsible for establishing and maintaining disate controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedxchange Act Rules 13(a)-15(f) and 15d-15
() for the registrant and have:

a) Designed such disclosure controls and proceduresused such disclosure controls and proceduries tesigned under our supervision,
to ensure that material information relating to tbgistrant, including its consolidated subsidigrie made known to us by others within
those entities, particularly during the period inieh this report is being prepared,;

b) Designed such internal control over financial réing; or caused such internal control over finahagorting to be designed under our
supervision, to provide reasonable assurance rieggttte reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallyptedeaccounting principles;

c) Evaluated the effectiveness of the registrantslalisire controls and procedures and presentedsimeiport our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt, based on such evaluation; and

d) Disclosed in this report any change in the regmisanternal control over financial reporting tletcurred during the registrant's most
recent fiscal quarter (the registrant's fourthdlsguarter in the case of an annual report) thathaterially affected, or is reasonably likely
to materially affect, the registrant's internal tohover financial reporting; and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiarterhal control over financial reporting, to the
registrant's auditors and the audit committee gisteant's board of directors (or persons perfogtire equivalent functions):

a) All significant deficiencies and material weaknesiethe design or operation of internal contraéiofinancial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and refireaincial information; and

b) Any fraud, whether or not material, that involveanagement or other employees who have a significéain the registrant's internal
control over financial reporting.

November 4, 2014

/s/ Robert M. Schla
Robert M. Schla:
Chief Financial Office




Exhibit 32.1
Statement of Chief Executive Officer

Pursuant to 18 U.S.C. Sec 1350, as created byo®ei6 of the Sarban&xley Act of 2002, the undersigned Chief Executdfficer of Sempra Ener¢
(the "Company") certifies that:

0] the Quarterly Report on Form 10-Q of the Compatedfivith the Securities and Exchange CommissionHerquarter ended
September 30, 2014 (the "Quarterly Report") fubynplies with the requirements of Section 13(a) ect®n 15(d), as applicable, of
the Securities Exchange Act of 1934, as amendetl; an

(i) the information contained in the Quarterly Repaitl§ presents, in all material respects, the faancondition and results of
operations of the Company.

November 4, 201

/s/ Debra L. Ree
Debra L. Reel
Chief Executive Office




Exhibit 32.Z
Statement of Chief Financial Officer

Pursuant to 18 U.S.C. Sec 1350, as created byo®ei6 of the Sarbanes-Oxley Act of 2002, the usigaed Chief Financial Officer of Sempra Energy
(the "Company") certifies that:

0] the Quarterly Report on Form 10-Q of the Compatedfivith the Securities and Exchange CommissionHerquarter ended
September 30, 2014 (the "Quarterly Report") fubynplies with the requirements of Section 13(a) ect®n 15(d), as applicable, of
the Securities Exchange Act of 1934, as amendetl; an

(i) the information contained in the Quarterly Repaitl§ presents, in all material respects, the faancondition and results of
operations of the Company.

November 4, 201

/s/ Joseph A. Household
Joseph A. Household
Chief Financial Office




Exhibit 32.2
Statement of Chief Executive Officer

Pursuant to 18 U.S.C. Sec 1350, as created byoBei6 of the Sarbanes-Oxley Act of 2002, the wigaed Chief Executive Officer of San Diego Gas
& Electric Company (the "Company") certifies that:

0] the Quarterly Report on Form 10-Q of the Compatedfivith the Securities and Exchange CommissionHerquarter ended
September 30, 2014 (the "Quarterly Report") fubynplies with the requirements of Section 13(a) ect®n 15(d), as applicable, of
the Securities Exchange Act of 1934, as amendetl; an

(i) the information contained in the Quarterly Repaitl§ presents, in all material respects, the faiancondition and results of
operations of the Company.

November 4, 201

/s/ J. Walker Martir
J. Walker Martir
Chief Executive Office




Exhibit 32.¢
Statement of Chief Financial Officer

Pursuant to 18 U.S.C. Sec 1350, as created byo®ei6 of the Sarbanes-Oxley Act of 2002, the wigaed Chief Financial Officer of San Diego Gas
& Electric Company (the "Company") certifies that:

0] the Quarterly Report on Form 10-Q of the Compatedfivith the Securities and Exchange CommissionHerquarter ended
September 30, 2014 (the "Quarterly Report") fubynplies with the requirements of Section 13(a) ect®n 15(d), as applicable, of
the Securities Exchange Act of 1934, as amendetl; an

(i) the information contained in the Quarterly Repaitl§ presents, in all material respects, the faancondition and results of
operations of the Company.

November 4, 201

/s/ Robert M. Schla
Robert M. Schla;
Chief Financial Office




Exhibit 32.¢
Statement of Chief Executive Officer

Pursuant to 18 U.S.C. Sec 1350, as created byoBedi6 of the Sarbanes-Oxley Act of 2002, the wigaed Chief Executive Officer of Southern
California Gas Company (the "Company") certifieatth

0] the Quarterly Report on Form 10-Q of the Compatedfivith the Securities and Exchange CommissionHerquarter ended
September 30, 2014 (the "Quarterly Report") fubynplies with the requirements of Section 13(a) ect®n 15(d), as applicable, of
the Securities Exchange Act of 1934, as amendetl; an

(i) the information contained in the Quarterly Repaitl§ presents, in all material respects, the faancondition and results of
operations of the Company.

November 4, 201

/s/ Dennis V. Arriole
Dennis V. Arriola
Chief Executive Office




Exhibit 32.¢
Statement of Chief Financial Officer

Pursuant to 18 U.S.C. Sec 1350, as created byo®ei6 of the Sarbanes-Oxley Act of 2002, the wsigaed Chief Financial Officer of Southern
California Gas Company (the "Company") certifieatth

0] the Quarterly Report on Form 10-Q of the Compatedfivith the Securities and Exchange CommissionHerquarter ended
September 30, 2014 (the "Quarterly Report") fubynplies with the requirements of Section 13(a) ect®n 15(d), as applicable, of
the Securities Exchange Act of 1934, as amendetl; an

(i) the information contained in the Quarterly Repaitl§ presents, in all material respects, the faancondition and results of
operations of the Company.

November 4, 201

/s/ Robert M. Schla
Robert M. Schla;
Chief Financial Office




