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SEMPRA ENERGY SALES, LLC TO ABANDON ITS CURRENT LICENSE AS A NATURAL GAS 
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BEGIN TO OFFER, RENDER, FURNISH OR SUPPLY NATURAL GAS SERVICE TO THE PUBLIC 
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Sempra Energy 
S o l u t i o n s 

n 

June 5, 2003 

James J. McNulty, Secretary 
Keystone Building 
400 North Street 
2 n d Floor, Room N201 
Harrisburg, Pennsylvania 17120 

Dear Mr. McNulty: 

Sempra Energy Solutions respectfully requests that the gas natural gas supplier license of its 
subsidiary, Sempra Energy Sales, be transferred to Sempra Energy Solutions. In support of this 
request find enclosed Sempra Energy Solutions' (SES) Initial Application to supply natural gas 
supply services to the Public in the Commonwealth of Pennsylvania (Application). Also attached 
are eight paper copies of the Application, and electronic copy in Word format, and a check made 
out to the Commonwealth of Pennsylvania in the amount of $350.00. 

Sempra Energy Solutions intends to supply customers through NUI Valley Cities Gas, The 
Peoples Natural Gas Company, Columbia Gas of Pennsylvania, Inc., and PECO, and will be 
serving copies of its application to each. 

Sempra Energy Solutions will post notices of its application once it receives a docket number and 
a list of required newspapers from the Pennsylvania Public Utility Commission. 

Please call me if you have any questions at (619) 696-4816 or via email at 
hhitchens[@semprasolutions.com. 

Sincerely, 

Helen R. Hitchens 
Regulatory Analyst 
Sempra Energy Solutions 

Enclosure 

cc: Irwin A. Popowsky, Office of Consumer Advocate 
Office of the Attorney General, Bureau of Consumer Protection 
Bernard A. Ryan, Jr., Small Business Advocate 
Department of Revenue, Bureau of Compliance 
Mike Vogel, NUI Valley Cities Gas 
Joe Gregorini, The Peoples Natural Gas Company 
Paula Frauen, Columbia Gas of Pennsylvania 
Kevin Carrabine, PECO 

DOCUMEIV 
FOLD 

Sempra Energy Solutions is not the same company as the utility, SDG&E or SoCalGas, and the California Public 
Utilities Commission does not regulate the terms of Sempra Energy Solutions' products and services. 

ft 
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Sempra Energy 
Solutions 1" 

June 24, 2003 

James J. McNulty, Secretary 
Keystone Building 
400 North Street 
2 n d Floor, Room N201 
Harrisburg, Pennsylvania 17120 

RECEIVED 
JUN 2 4 2003 

Re: Docket A-125056, Sempra Energy Sales License to be a Supplier of Natural 
Gas Services. 

Dear Mr. McNulty: 

Sempra Energy Sales respectfully withdraws its application for a name change to 
its license to be a Supplier of Natural Gas Services. Sempra Energy Solutions 
respectfully requests that the natural gas supplier license of its subsidiary, 
Sempra Energy Sales, be transferred to Sempra Energy Solutions. In support of 
this request Sempra Energy Solutions submitted its Initial Application to supply 
natural gas supply services to the Public in the Commonwealth of Pennsylvania 
(Application) on June 5, 2003. 

Please call me if you have any questions at (619) 696-4816 or via email at 
hhitchens@semprasolutions.com. 

Sincerely, 

^A&u^ 
Helen R. Hitchens 
Regulatory Analyst 
Sempra Energy Solutions 

cc: Bureau of Fixed Utility Services 

DOCUMEN 
FO«31 ^ 

13 
Sempra Energy Solutions is not the same company as the utility, SDG&E or SoCalGas, and the California Public 
Utilities Commission does not regulate the terms of Sempra Energy Solutions'.products and services. 



BEFORE PENNSYLVANIA PUBLIC UntlTY COMMISSION 

Application of Sempra Energy Solutions, d/b/a none , for approval to offer, render, furnish, or as 
a(n) Fas specified in item #8 belowl to the public in the Commonwealth of Pennsylvania. 

1. 

2. a. 

b. 

To the Pennsylvania Public Utility Commission: 

IDENTITY OF THE APPLICANT: The name, address, telephone number, and FAX number of the 
Applicant are: 

Sempra Energy Solutions 
101 Ash Street, HQ12 
San Diego, California 92101 
Telephone: 1-877-2-SEMPRA 
Facsimile: (619) 696-3101 

Please identify any predecessor(s) of the Applicant and provide other names under which the 
Applicant has operated within the preceding five (5), years, including name, address, and telephone 
number. 

Sempra Energy Sales, LLC d/b/a Commonwealth Energy 
101 Ash Street, HQ12 
San Diego, California 92101 
Telephone: 1-877-2-SEMPRA 
Facsimile: (619) 696-3101 

num&eFtef5#fe^peF! 

JUL 1 8 2003 

CONTACT PERSON: The name, title, address, telephone number, anc 
to whom questions about this Application should be addressed are: 

Helen Hitchens, Regulatory Analyst 
101 Ash Street, HQ09 
San Diego, California 92101 
Telephone: (619)696-4816 
Facsimile: (619) 696-3104 

CONTACT PERSON-PENNSYLVANIA EMERGENCY MANAGEMENT AGENCY: The name, title, 
address telephone number and FAX number of the person with whom contact should be made by 
PEMA: 

Bill Goddard, Director Power and Gas Operations 
101 Ash Street, HQ09 
San Diego, California 92101 
Telephone: (619)696-4933 
Facsimile: (619) 696-3102 

n 

DER 
3.a. ATTORNEY: If applicable, the name, address, telephone number, and FAX number of the 

Applicant's attorney are: 

Don. C. Liddell, Assistant Secretary 
101 Ash Street, HQ12 
San Diego, California 92101 
Telephone: (619) 696-4345 
Facsimile: (619) 696-4310 

ED 
JUN 2003 M 

^ ^ S ^ COMMISSION 
SECRETARY'S BUREAU 

Natural Gas Supplier License Applicalion 
PA PUC Document It: 139346 



b. REGISTERED ; ^ ^ J T : If the Applicant does not maintain a j U i p a l office in the Commonwealth, 
the required name, address, telephone number and FAX number of the Applicant's Registered Agent 
in the Commonwealth are: 

Belinda Schory 
National Registered Agents, Inc. 
600 North Second Street, Suite 500 
Harrisburg, PA 17101 
Telephone: 800-544-9050 or 717-234-2300 
Facsimile: 717-238-8232 

4. FICTITIOUS NAME: (select and complete appropriate statement) 

Q The Applicant will be using a fictitious name or doing business as ("d/b/a"): 

Attach to the Application a copy of the Applicant's filing with the Commonwealth's Department of 
State pursuant to 54 Pa. C.S. §311, Form PA-953. 

or 

X The Applicant will not be using a fictitious name. 

5. BUSINESS ENTITY AND DEPARTMENT OF STATE FILINGS: (select and complete appropriate 
statement) 

Q The Applicant is a sole proprietor. 

If the Applicant is located outside the Commonwealth, provide proof of compliance with 15 Pa. C.S. 
§4124 relating to Department of State filing requirements. 

or 

Q The Applicant is a: 

Q domestic general partnership (*) 

Q domestic limited partnership (15 Pa. C.S. §8511) 
• foreign general or limited partnership (15 Pa. C.S. §4124) 
Q domestic limited liability partnership (15 Pa. C.S. §8201) 
Q foreign limited liability general partnership (15 Pa. C.S. §8211) 
Q foreign limited liability limited partnership (15 Pa. C.S. §8211) 

Provide proof of compliance with appropriate Department of State filing requirements as 
indicated above. 

Give name, d/b/a, and address of partners. If any partner is not an individual, identify the business 
nature of the partner entity and identify its partners or officers. 

Q * If & corporate partner in the Applicant's domestic partnership is not domiciled in Pennsylvania, 
attach 

a copy of the Applicant's Department of State filing pursuant to 15 Pa. C.S. §4124. 

Naiura] Gas Supplier License Applicalion 
PA PUC Documenl 1: 139346 



or 
X The Applicant is a : 

• domestic corporation (none) 
X foreign corporation (15 Pa. C.S. §4124) 
• domestic limited liability company (15 Pa. C.S. §8913) 
• foreign limited liability company (15 Pa. C.S. §8981) 
• Other 

Provide proof of compliance with appropriate Department of State filing requirements as indicated 
above. Additionally, provide a copy of the Applicant's Articles of Incorporation. 

Please see attachment A. 

Give name and address of officers. 
Please see attachment B. 

The Applicant is incorporated in the state of California. 

6. AFFILIATES AND PREDECESSORS WITHIN PENNSYLVANIA: (select and complete appropriate 
statement) 

X Affiliate(s) of the Applicant doing business in Pennsylvania: 
Give name and address of the affiliate(s) 

Sempra Energy Trading Corporation 
58 Commerce Road 
Stamford, Connecticut 06902 

and state whether the affiliatefs) are jurisdictional public utilities. 
Sempra Energy Trading Corporation is not a jurisdictional public utility. 

• Does the Applicant have any affiliation with or ownership interest in: 
(a) any other Pennsylvania retail natural gas supplier licensee or licensee applicant, 
(b) any other Pennsylvania retail licensed electric generation supplier or license applicant, 
(c) any Pennsylvania natural gas producer and/or marketer, 
(d) any natural gas wells or 
(e) any local distribution companies (LDCs) in the Commonwealth 

If the response to parts a, b, c, or d above is affirmative, provide a detailed description and 
explanation of the affiliation and/or ownership interest. 

Q Provide specific details concerning the affiliation and/or ownership interests involving: 
(a) any natural gas producer and/or marketers, 
(b) any wholesale or retail supplier or marketer of natural gas, electricity, oil, propane or 

other energy sources. 

X Provide the Pa PUC Docket Number if the applicant has ever applied: 
(a) for a Pennsylvania Natural Gas Supplier license, or 
(b) for a Pennsylvania Electric Generation Supplier license - Docket # A-110141 

Natural Gas Supplier License Applicalion 
PA PUC Document #: 139346 



^ ATTACHMENT 0 

Authority to Do Business in Pennsylvania 

Articles of Incorporation 

Natural Gas Supplier License Application 
PA PUC Documenl fl: 139346 



C O f i n O N l i l E A L T H OF P E N N S Y L V A N I A 

D E P A R T f l E N T O F S T A T E 

JUNE Dei 2000 

TO ALL WHOM THESE PRESENTS SHALL COMEi GREETING: 

I DO HEREBY CERTIFY THAT̂  

SEMPRA ENERGY SOLUTIONSi INC 

is duly qualified to do business under the laws of the Commonwealth of 

Pennsylvania and remains a subsisting corporation so far as the records 

of this office showi as of the date herein-

IN TESTIMONY WHEREOF-, I have 
hereunto set my hand and caused 
the Seal of the Secretary's 
Office to be affixedi the day 
and year above written-

Secretary of the Commonwealth 
JSOU 



!Y 2 4 2 
Microfilm Number Filed with tJj^p&partmen^U^State on 

Entity Ntimfcer ^ c ^ - \ ^"lCl^ A j / f t i J J ^ ^ a M 
secretary of the C^mo^vealth 

APPLICATION FOR CERTIFICATE OF AUTHORITY 
DSCB:15-4I24/6124 (Rev 90) 

Indicate type of corporation (check one): 

_X_Foreign Business Corporation (15 Pa.C.S. § 4124)" 

Foreign Nonprofit Corporation (15 Pa.C.S. § 6124) 

In compliance with the requirements of the applicable provisions of 15 Pa.C.S. (relating to corporations 
and unincorporated associations) the undersigned association hereby states that; 

1. The name of the corporation is Sempra Energy Solutions 

2. The name which the corporation adopts for use in this Commonwealth is (complete only when the 
corporation must adopt a corporate designator for use in Pennsylvania): 

Sempra Energy Solutions, Inc. 

3. (If the name set forth in Paragraph 1 is not available for use in this Commonwealth^ complete the following): 

The fictitious name which the corporation adopts for use in transacting business in this Commonwealth is: 

This corporation shall do business in Pennsylvania only under such fictitious name pursuant to the attached 
resolution of the hoard of directors under the applicable provisions of 15 Pa.C.S (relating to corporations 
and unincorporated associations) and the attached form DSCB:54-311 (Application for Registration of 
Fictitious Name). 

4. The name of the jurisdiction under the laws of which the corporation is incorporated is: 

C a l i f o r n i a 

5. The address of its principal office under the laws of the jurisdiction in which it is incorporated is: 

101 Ash Street, San Diego, California 92101-3017 San Diego 
Number and Street City State Zip County 

6. The (a) address of this corporation's proposed registered office in this Commonwealth or (b) name of its 
commercial registered office provider and the county of venue is: 

• • (a) 
Number and Street City State Zip Lounty 

(b).c/o: CT CORPORATION SYSTEM Philadelphia 
Name of Commercial Registered Office Provider County 



DSCB: 15-4124/6124 (Rev 90)-2 

For a corporation represented by a commercial registered office provider, the county in (b) shall be deemed 
the county in which the corporation is located for venue and official publication purposes. 

7. (Check one of the following): 

X (Business corporation): The corporation is a corporation incorporated for a purpose or purposes 
involving pecuniary profit, incidental or otherwise. 

(Nonprofit corporation): The corporation is a corporation incorporated for a purpose or purposes 
not involving pecuniary profit, incidental or otherwise. 

IN TESTIMONY WHEREOF, the undersigned corporation has caused this Application for a Certificate 
of Authority to be signed by a duly authorized officer this 18 th day of May , 1$ 2000 

Sempra Energy Solutions 
•p 

Diana L. Day, 
TITLE: Assistant Secretary 

PAD23 - C T Syiiem Online 



DOCKETING STATEMENT DSCB:15-134A (Rev 96) 
D E P A R T M E N T S O F S T A T E AND R E V E N U E 

THIS FORM MUST ACCOMPANY A FILING 

This form (file in tripficatej and all accompanying documents shail be mailed to: 
COMMONWEALTH OF PENNSYLVANIA 
DEPARTMENT OF STATE 
CORPORATION BUREAU 
PiO. BOX 8722 

HARRISBURG, PA 17105-8722 

BUREAU USE ONLY: 

Dept. of State Entity Number. 

Revenue Box Number 

Filing Period 

SIC Report Code 

Date3 4 5. 

Check proper box: 

Pa. Business-stock 

Pa. Business-statutory dose 

J^. Foreign-business 

Foreign-Certificate of Authority to D/B/A 

Business Trust 

Pa. Limited Liability Company 

Foreign Limited Liability Company 

Pa. Business-nonstock 

Pa. Business-cooperative 

Foreign-nonprofit 

Pa. Business-Management 

Pa. Nonprofit-stock 

Motor Vehicle for Hire 

.Pa. Professional 

.Pa. Nonprofit-nonstock 

. Insurance 

,Pa. Restricted Professional Limited Liability Company 

Foreign Restricted Professional Limited Liability Company 

Domestication 

Entity registering as a result of (check box): 

Incorporation (Pa.) 

X Authorization of a foreign association Division 

Organization (Pa.) 

—Consolidation 

—Summary of Record 

1. Name of entity: Sempra Energy So lu t ions^ I n c . 

2. Location of (a) initial registered office in Pennsylvania or (b) the name and county of the commercial registered office provider: 

(a) 

(b) 

Number and Street/RD number and Box 

C/Q. CT C o r p o r a t i o n System 

City 

Name of commercial registered office provider 

3. State or Country of Incorporation/Organization: C a l i f o r n i a 

4. Spedfied effective date, if applicable: 

95-4686779 5. Federal Identification Number: 

State Zip Code County 

P h i l a d e l p h i a 
County 

6. Describe principal Pennsylvania activity to be engaged in, within one year of this application date: 

Energy management s e r v i c e s and power m a r k e t i n g s e r v i c e s . 



JSGB: 15-134A (Rev 96)-2 

7. Names, residences and social security numbers of the chief executive officer, secretary and treasurer or individual responsible for maintaining 

financial records: 

Name Address Title Social Security # 

Rober t N . Dickerman 101 Ash S t . , San Diego, CA 921Q1 A c t i n g Pres iden t 

Thomas C. Sanger 101 Ash S t . , San Diego, CA 921Q1 . Secre tary 

Char les A. McMonagle 101 Ash S t . , San Diego, CA 92101 VP & Treasurer _ 

If a professional entity, include officer's professional license numbers with the respective Pennsylvania Professional Board. 

8. Location of principal place of business: 

101 Ash Street, San Diego, CA 92101-3017 Attn: Louise Trammel 

Number and Street/RD number and Box City State Zip 

9. Mailing address if different than #8 (Location where correspondence, tax report form,.etc. are to be sent): 

Number and Street/RD number and Box City State Zip 

10. This entity is organized or incorporated under the General Association Act of 1988. (Not applicable if a foreign entity) 

11. Act of General Assembly or authority under which you are organized or incorporated (foreign entity only): 

C a l i f o r n i a General Corporation Law 

12. Date and state of incorporation or organization (foreign entity onM: M a y 1998, C a l i f o r n i a 

13. Date business started in Pennsylvania (foreign entity only): Upon q u a l i f i c a t i o n . 

14. Is the entity authorized to issue capital stock? x YES NO 

15. Entity's fiscal year ends: December 31 

16. Has the association solicited or does it intend to solicit contributions with the Commonwealth of Pennsylvania? YES ^_ NO 
If Yes, provide date solicitation commenced or will commence: 

This'statement shall be deemed to have been executed by the individual who executed the accompanying submittal. See 18 Pa.C.S. §4904 (relating 
to unsworn falsification to authorities). 

Instructions for Completion of Form: 

A, A separate completed set of copies of this form shall be submitted for each entity or registration resulting from the transaction. 

B, The Bureau .of Corporation Taxes in the Pennsylvania Department of Revenue should be notified of any address changes. Notification 
should be sent to the Account Maintenance, Bureau of Corporation Taxes, Pa, Department of Revenue, Dept. 280901, Harrisburg, PA 
17128-0901. 

C, All Pennsylvania corporate tax reports, except those for motor vehicle for hire, must be filed with the Commonwealth on the same fiscal 
basis as filed with the U.S. government. Motor vehicle for hire, i.e., gross receipts tax reports, must be filed on a calendar year basis only. 

D, The disclosure of the social security numbers of the corporate officers in Paragraph 7 is voluntary. The numbers are used to assure the 
proper identification of corporation officers by the Department of Revenue in accordance with the Fiscal Code. 



SECRETARY OF STATE 

CERTIFICATE OF STATUS 
DOMESTIC CORPORATION 

I, BILL JONES, Secretary of State of the State of California, hereby certify: 

That on the 7th day of May, 1998, SEMPRA ENERGY SOLUTIONS became 
incorporated under the laws of the State of California by filing its Articles of 
Incorporation in this office; and 

That no record exists in this office of a certificate of dissolution of said 
corporation nor of a court order declaring dissolution thereof, nor of a merger or 
consolidation which terminated its existence; and 

That said corporation's corporate powers, rights and privileges are not 
suspended on the records of this office; and 

That according to the records of this office, the said corporation is authorized to 
exercise all its corporate powers, rights and privileges and is in good legal 
standing in the State of California; and 

That no information is available in this office on the financial condition, business 
activity or practices of this corporation. 

IN WITNESS WHEREOF, I execute this 
certificate and affix the Great Seal 
of the State of California this day 
of May 31, 2000. 

BILL JONES 
Secretary of State 

df 

P-24 A (Rev. 1-96) OSP 99 21639 H g ) 



\ U i v c- J 

SECRETARY OF STATE 

That the attached transcript has been compared with 
the record on file in this office, of which it purports to 
be a copy, and that it is full, true and correct. 

WITNESS WHEREOF, I execute 
this certificate and affix the Great 
Seal of the State of California this 

m 81958 

Secretary of State 

SEC/ST*TE'FOBU CE-107 (HEV. 4 '97) 

97 35085 



ARTICLES OF INCORPORATION 

OF 

2 1 0 "13 't y 

HAY -7 ivSG 
SEMPRA ENERGY SOLUTIONS } ^ z , ^ '-c:̂ " ASV CT C-YAT; 

One: The name of t h i s c o r p o r a t i o n i s : 

SEMPRA ENERGY SOLUTIONS 

Two: The purpose o f t h i s c o r p o r a t i o n i s t o engage i n 
any l a w f u l a c t or a c t i v i t y f o r which a c o r p o r a t i o n may be 
organized under t he General Corporation Law o f C a l i f o r n i a 
o t h e r than t h e banking business, the t r u s t company business 
or t h e p r a c t i c e o f a pr o f e s s i o n p e r m i t t e d t o be incorpo r a t e d 
by th© C a l i f o r n i a Corporations Code. 

Three: The name and address i n the State o f C a l i f o r n i a 
o f t h i s c o r p o r a t i o n ' s i n i t i a l agent f o r s e r v i c e o f process 
i s : 

Stephen J. Skuris 
633 West F i f t h S t r e e t 
S u i t e 5200 
Los Angeles, CA 90071-2006 

Four: This c o r p o r a t i o n i s authorized t o issue only one 
cl a s s o f shares of stock; and the t o t a l number o f shares 
which t h i s c o r p o r a t i o n i s authorized t o issue i s One 
Thousand (1,000). 

Five: The l i a b i l i t y of the d i r e c t o r s o f t h i s 
c o r p o r a t i o n f o r monetary damages s h a l l be e l i m i n a t e d t o the 
f u l l e s t e x t e n t p e r m i s s i b l e under C a l i f o r n i a law. 

Six: This c o r p o r a t i o n i s authorized t o provide 
i n d e m n i f i c a t i o n of i t s agents (as such term i s de f i n e d i n 
Section 317 o f the General Corporation Law o f C a l i f o r n i a ) t o 
the f u l l e s t extent p e r m i s s i b l e under C a l i f o r n i a law. 

Dated: May 6, 1998 

Stephen 1^. S k u r i s , I n c o r p o r a t o r 

O:\USER\SJSUlSES 



ATTACHMENT 0 
Sempra Energy Solutions 

Name & address of officers and directors as of April 22, 2003 

Name Title Address 
Robert N. 
Dickerman 

President 101 Ash Street 
San Diego, CA 92101-3017 
(619) 696-4639 
(619) 696-3101 (fax) 
rdickerman(@semDrasolutions.com 

Erbin B. Keith Senior Vice President 101 Ash Street 
San Diego, CA 92101-3017 
(619) 696-4676 
((619) 696-3103 (fax) 
ekeith(S>semDrasolutions.com 

Bhoopendra Tripathi Senior Vice President 2500 City West Blvd. 
Houston, TX 77042 
(713) 202-7186 
(713) 361-7650 (fax) 
bntripathiOfsemprasoiutions.com 

Harold Buchanan Senior Vice President 
Sales 

101 Ash Street 
San Diego, CA 92101-3017 
(619) 696-4697 
(619) 696-3101 (fax) 
hbuchanan(S)semprasolutions.com 

Sangwon Kang Vice President 
Risk Management 

101 Ash Street 
San Diego, CA 92101-3017 
(619) 696-4681 
(619) 696-3102 (fax) 
skanc|(a)semDrasolutions.com 

James Cherrte Vice President 
Marketing 

101 Ash Street 
San Diego, CA 92101-3017 
(619) 6964606 
(619) 696-3103 (fax) 
JcherrieOJsem prasolutions.com 

Paymon Aliabadi Vice President 
Commodity Structuring 

101 Ash Street 
San Diego, CA 92101-3017 
(619) 696-4692 
(619) 696-3102 (fax) 
pal iabadi(a!semp rasolutions.com 

Aldyn Hoekstra Vice President 
Strategy and Development 

101 Ash Street 
San Diego, CA 92101-3017 
(619) 6964661 
(619) 696-3101 (fax) 
ahoekstra(a)semDrasolutions.com 

Larry Engel Vice President 
Facilities Operations 

101 Ash Street 
San Diego, CA 92101-3017 
(619) 696-4691 
(619) 696-3101 (fax) 
lenqel(5)semDrasolutions.com 

Ajaz M. Lateef Vice President 
Project Delivery 

2500 City West Blvd. 
Houston, TX 77042 
(713) 361-7636 
(713) 361-7650 (fax) 
alateef(@semprasolutions.com 

Natural Gas Supplier License Applicalion 
PA PUC Documenl #: 139346 



ATTACHMENT B (coiMued) 

Sempra Energy Solutions 
Name & address of officers and directors as of April 22, 2003 

Name Title Address 
Leah E. Bissonette Vice President 

US Regional Sales 
101 Ash Street 
San Diego, CA 92101-3017 
(619) 696-4698 
(619) 696-3103, (fax) 
I bissonette(S!semD ra.com 

James Wood Vice President 
Commodity Sales 

101 Ash Street 
San Diego, CA 92101-3017 
(619) 696-4916 
(619) 696-3101 (fax) 
iwoodfSJsem Drasolutions.com 

Craig Sutter Vice President 
Integrated Sales 

101 Ash Street 
San Diego, CA 92101-3017 
(619) 696-3028 
(619) 696-3101 (fax) 
csutter(5)semprasolutions.com 

Mark Snell Vice President & CFO 101 Ash Street 
San Diego, CA 92101-3017 
(619) 696-46941 
msnell@sempra.com 

Charles McMonagle Vice President & Treasurer 101 Ash Street 
San Diego, CA 92101-3017 
(619) 696-4512 
msnell@semDra.com 

Thomas C. Sanger Secretary 101 Ash Street 
San Diego, CA 92101-3017 
(619) 696-2000 
ts an qer(5)se mbra.com 

Randall L. Clark Assistant Secretary 101 Ash Street 
San Diego, CA 92101-3017 
(619) 696-5084 
rclarktaisem pra.com 

Donald C. Liddell Assistant Secretary 555 W. 5 t n Street 
Los Angeles, CA 90013 
(213) 244-2940 
(213) 244-8835 (fax) 
dliddell(©semDra.com 

Donald E. Felsinger Director 101 Ash Street 
San Diego, CA 92101-3017 
(619) 696-2000 
dfe Is inqerfo) semDra.com 

John R. Light Director 101 Ash Street 
San Diego, CA 92101-3017 
(619) 696-2000 
iliaht(5)semDra.com 

Neal E. Schmale Director 101 Ash Street 
San Diego, CA 92101-3017 
(619) 696-2000 
nschmale(5)semDra.com 

Natural Gas Supplier License Application 
PA PUC Document #: 1191A6 



X If the Applicant or an affiliate has a predecessor who has done business within Pennsylvania, 
give name and address of the predecessor(s) and state whether the predecessor(s) were 
jurisdictional public utilities. 

Sempra Energy Sales, LLC d/b/a Commonwealth Energy 
101 Ash Street, HQ12 
San Diego, California 92101 
Telephone: 1-877-2-SEMPRA 
Facsimile: (619) 696-3104 

Sempra Energy Sales, LLC was not a jurisdictional public utility. 

or 

Q The Applicant has no affiliates doing business in Pennsylvania or predecessors which have done 
business in Pennsylvania. 

7. APPLICANT'S PRESENT OPERATIONS: (select and complete the appropriate statement) 

• The Applicant is presently doing business in Pennsylvania as a 

• natural gas interstate pipeline. 
Q municipal providing service outside its municipal limits. 
Q local gas distribution company 
G retail supplier of natural gas services in the Commonwealth 
Q a natural gas producer 
Q Other. (Identify the nature of service being rendered.) 

or 

X The Applicant is not presently doing business in Pennsylvania. 

8. APPLICANT'S PROPOSED OPERATIONS: The Applicant proposes to operate as a: 

X Supplier of natural gas services. 
Municipal supplier of natural gas services. 

Q Cooperative supplier of natural gas services. 
X Broker/Marketer engaged in the business of supplying natural gas services. 
O Aggregator engaged in the business of supplying natural gas services. 
• Other (Describe): 

9. PROPOSED SERVICES: Generally describe the natural gas services which the Applicant proposes 
to offer. 

Sempra Energy Solutions manages the delivery of reliable and competitively priced 

natural gas and electricity to commercial and industrial customers. Products and 

services offered include fixed and variable priced natural gas commodity sales, 

management of natural gas storage and transportation capacity, and account 

management to include billing, energy balancing and scheduling and metering 

options. 
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10. SERVICE AREA: Generally describe the geographic area in which Applicant proposes to offer 
services. 

Sempra Energy Solutions intends to sell natural gas commodity and related services 

in the Commonwealth of Pennsylvania. 

11. CUSTOMERS: Applicant proposes to initially provide services to: 

Q Residential Customers 
Commercial Customers - (Less than 6,000 Mcf annually) 

X Commercial Customers - (6,000 Mcf or more annually) 
X Industrial Customers 
Q Governmental Customers 
Q All of above 
Q Other (Describe): 

12. START DATE: The Applicant proposes to begin delivering services on 
(approximate date). 
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13. NOTICE: PursuWto Section 5.14 of the Commission's RegMPnons, 52 Pa. Code §5.14, serve a 
copy of the signed and verified Application with attachments on the following: 

Irwin A. Popowsky 
Office of Consumer Advocate 
5th Floor, Forum Place 
555 Walnut Street 
Harrisburg, PA 17120-1921 

Bernard A. Ryan, Jr. 
Commerce Building, Suite 1102 
Small Business Advocate 
300 North Second Street 
Harrisburg, PA 17101 

Office of the Attorney General 
Bureau of Consumer Protection 
Strawberry Square, 14th Floor 
Harrisburg, PA 17120 

Commonwealth of Pennsylvania 
Department of Revenue 
Bureau of Compliance 
Harrisburg, PA 17128-0946 

Any of the following Natural Gas Distribution Companies through whose transmission and distribution 

NUI Valley Cities Gas (NUI Transportation Services) 
Mike Vogel 
PO Box 3175 
Union, NJ 07083-1975 
PH: 908.289.5000 ext, 5441 FAX: 908.2898.6444 

National Fuel Gas Distribution Corp. 
Paul R. Mundy 
10 Lafayette Square 
Buffalo, NY 14203 
PH: 716.857.7756 FAX: 716.857.7479 
e-mail: nnundvp(5)natfuel.com 

Penn Fuel [North Penn Gas Company & Penn Fuel Gas] 
Jim Evans or Tom Olsen 
2 North 9th Street 
GENA94 
Allentown, PA 18101 
PH: 610.774.7981 610.774.4975 
FAX: 610.774.5694 610.774.4975 
e-mail: jevans@papl.com or teolson@papl.com 

The Peoples Natural Gas Company 
Joe Gregorini or Bill McKeown 
625 Liberty Avenue 
Pittsburgh, PA 15222 
e-mail: jgregorini@png.cng.com 
PH: 412.497.6851 or 412.497.6840 
FAX: 412.497.6630 

T. W. Phillips Gas and Oil Company 
Robert M. Hovanec 
205 North Main Street 
Butler, PA 16001 
PH: 724.287.2725 FAX: 724.287.5021 
e-mail: rhovanec@twphiHips.com 

UGI 
David Beaston or Bob Krieger 
PO Box 12677 or 225 Morgantown Rd 
Reading, PA 15222 Reading, PA 15222 
PH: 610.796.3425 PH: 610.796.3516 
FAX: 610.796.3559 

PG Energy 
Richard N. Marshall or Wendy K. Saxe 
One PEI Center 
Wilkes-Barre, PA 18711-0601 
e-mail: marshall@pgenergy.com or saxe@pgenergy.com 
PH: 570.829.8795 FAX: 570.829.8652 

Equitable Gas Company 
Antionette Litchy 
200 Allegheny Center Mall 
Pittsburgh, PA 15212-5352 
PH: 412.395.3117 FAX: 412.395.3156 

Carnegie Natural Gas Company 
Donald A. Melzer 
800 Regis Avenue 
Pittsburgh, PA 19236 
PH: 412.655.8510 ext. 331 FAX: 412.655.0335 

Columbia Gas of PA, Inc. 
Paula Frauen or Shirley Bardes-Hasson 
650 Washington Road 
Pittsburgh, PA 15228 
e-mail: pfrauen@columbiaenergygroup.com 
PH: 412.572.7131 FAX: 412.572.7161 
PECO 
Kevin Carrabine 
300 Front Street Building 2 
Conshohocken, PA 19428 
PH: 610.832.6413 

Pursuant to Sections 1.57 and 1.58 of the Commission's Regulations, 52 Pa. Code §§1.57 and 1.58, attach 
Proof of Service of the Application and attachments upon the above named parties. Upon review of the 
Application, further notice may be required pursuant to Section 5.14 of the Commission's Regulations, 52 Pa. 
Code §5.14. 

Please see attachment C. 
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ATTACHMENT 

Pursuant to Sections 1.57 and 1.58 of the Commission's Regulations, 52 Pa. Code §§1.57 and 1,58, attach 
Proof of Service of the Application and attachments upon the parties named in the Application. Upon review 
of the Application, further notice may be required pursuant to Section 5.14 of the Commission's Regulations, 
52 Pa. Code §5.14. 

Natural Gas Supplier License Application 1 n 
PA PUC Document #: 139346 V 



PROOF OF SERVICE BY MAi 

(1013a CCP Revised 5/1/88) 

STATE OF CALIFORNIA, COUNTY OF SAN DIEGO 

I am employed in the county of San Diego, State of California. I am over the age of 18 years and not 
a party to the within action; my business address is 101 Ash Street, HQ09, San Diego, CA 92101. 

On Junek, 2003,1 served the foregoing document described as LICENSE APPLICATION FOR 
AUTHORITY TO PROVIDE NATURAL GAS SERVICES on interested parties in this action: 

[ ] by placing the true copies thereof enclosed in sealed envelopes addressed as stated on the 
attached mailing list: 

[ ] by placing [ ] the original [X] a true copy thereof enclosed in sealed envelopes addressed as 
follows: 

[ ] BY PERSONAL SERVICE: By personally delivering a copy to the person listed below: 

["SEE ATTACHED SERVICE LIST! 

[X] BY MAIL-As follows: I am "readily familiar" with the firm's practice of collection and 
processing correspondence for mailing. Under the practice it would be deposited with the 
U.S. postal service on that same day with postage thereon fully prepaid at San Diego, 
California in the ordinary course of business. I am aware that on motion of the party served, 
service is presumed invalid if postal cancellation date or postage meter date is more than 
one day after the date of deposit for mailing in affidavit. 

Executed on June(t, 2003, at San Diego, California. 

[X] STATE - I declare under penalty of perjury under the laws of the State of California that the 
above is true and correct. 

HELEN R. HITCHENS 
Name Signature' 
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Attachment to Proof of Service bWei l 

Service List 

Irwin A. Popowsky 
Office of Consumer Advocate 
5th Floor, Forum Place 
555 Walnut Street 
Harrisburg, PA 17120-1921 

Bernard A. Ryan, Jr. 
Commerce Building, Suite 1102 
Small Business Advocate 
300 North Second Street 
Harrisburg, PA 17101 

Office of the Attorney General 
Bureau of Consumer Protection 
Strawberry Square, 14th Floor 
Harrisburg, PA 17120 

Commonwealth of Pennsylvania 
Department of Revenue 
Bureau of Compliance 
Harrisburg, PA 17128-0946 

NUI Valley Cities Gas 
(NUI Transportation Services) 
Mike Vogei 
PO Box 3175 
Union, NJ 07083-1975 
PH: 908.289.5000 ext. 5441 
FAX: 908.2898.6444 

PECO 
Kevin Carrabine 
300 Front Street Building 2 
Conshohocken, PA 19428 
PH: 610.832.6413 

The Peoples Natural Gas Company 
Joe Gregorini or Bill McKeown 
625 Liberty Avenue 
Pittsburgh, PA 15222 
e-mail: jgregorini@png.cng.com 
PH: 412.497.6851 or 412.497.6840 
FAX: 412.497.6630 

Columbia Gas of PA, Inc. 
Paula Frauen or Shirley Bardes-Hasson 
650 Washington Road 
Pittsburgh, PA 15228 
e-mail: pfrauen@columbiaenergygroup.com 
PH: 412.572.7131 
FAX: 412.572.7161 
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;S^lete the TAX CERTIFICATION STATEI^I* 14. TAXATION: CtfTTplete the TAX CERTIFICATION STATEfflMWT attached as Appendix A to this 
application. 

15. COMPLIANCE: State specifically whether the Applicant, an affiliate, a predecessor of either, or a 
person identified in this Application has been convicted of a crime involving fraud or similar activity. 
Identify all proceedings, by name, subject and citation, dealing with business operations, in the last 
five (5) years, whether before an administrative body or in a judicial forum, in which the Applicant, an 
affiliate, a predecessor of either, or a person identified herein has been a defendant or a respondent. 
Provide a statement as to the resolution or present status of any such proceedings. 

Sempra Energy Solutions, its affiliates, predecessors, and persons identified in this 
Application have not been convicted of a crime involving fraud nor similar activities. 

16. STANDARDS, BILLING PRACTICES, TERMS AND CONDITIONS OF PROVIDING SERVICE AND 
CONSUMER EDUCATION: All services should be priced in clearly stated terms to the extent 
possible. Common definitions should be used. All consumer contracts or sales agreements should 
be written in plain language with any exclusions, exceptions, add-ons, package offers, limited time 
offers or other deadlines prominently communicated. Penalties and procedures for ending contracts 
should be clearly communicated. 

a. Contacts for Consumer Service and Complaints: Provide the name, title, address, telephone 
number and FAX number of the person and an alternate person responsible for addressing 
customer complaints. These persons will ordinarily be the initial point{s) of contact for resolving 
complaints filed with Applicant, the Distribution Company, the Pennsylvania Public Utility 
Commission or other agencies. 

Customer Contact: Alternate Customer Contact: 
Megan Saunders, Customer Service Advisor Greg Adams, Regional Vice President 
Sempra Energy Solutions Sempra Energy Solutions 
101 Ash Street, HQ09 The Mac-Cali Building 
San Diego, California 92101 581 Main Street, 8 , h Floor 

Woodbridge, New Jersey 07095 
1 -877-2-SEMPRA 732-596-6420 
fax: 619-696-3103 fax: 732-596-6450 
email: Email@semprasolutions.com email: GAdams@SempraSolutions.com 

b. Provide a copy of all standard forms or contracts that you use, or propose to use, for service 
provided to residential customers. 

Sempra Energy Solutions will not be serving residential customers. 

c. If proposing to serve Residential and/or Small Commercial customers, provide a disclosure 
statement. A sample disclosure statement is provided as Appendix B to this Application. 

Sempra Energy Solutions will not be serving Residential and/or Small Commercial 
customers. 

17. FINANCIAL FITNESS: 

A. Applicant shall provide sufficient information to demonstrate financial fitness commensurate with 
the service proposed to be provided. Examples of such information that may be submitted 
include the following: 

• Actual (or proposed) organizational structure including parent, affiliated or subsidiary companies. 
Please see enclosed organizational structure. 

• Published parent company financial and credit information. 
Please see enclosed annual report and credit information. 
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• Applicant's b ^ ^ c e sheet and income statement for t h f l ^ o s t recent fiscal year. Published 
financial information such as 10K's and 10Q's may be provided, if available. 

• Evidence of Applicant's credit rating. Applicant may provide a copy of its Dun and Bradstreet 
Credit Report and Robert Morris and Associates financial form or other independent financial 
service reports. 

Please see enclosed Dun & Bradstreet Credit Report. 
• A description of the types and amounts of insurance carried by Applicant which are specifically 

intended to provide for or support its financial fitness to perform its obligations as a licensee. 

• Audited financial statements 
Please see enclosed annual report. 

• Such other information that demonstrates Applicant's financial fitness. 

B. Applicant must provide the following information: 

• Identify Applicant's chief officers including names and their professional resumes. 

Please See Attachment D. 

• Provide the name, title, address, telephone number and FAX number of Applicant's custodian for 
its accounting records. 

Randall Rose, Tax Manager 
Tax Services 
Sempra Energy 
101 Ash Street, HQ06 
San Diego, California 92101 
tel.: 619-696-2231 
fax: 619-696-2999 

18. TECHNICAL FITNESS: To ensure that the present quality and availability of service provided by 
natural gas utilities does not deteriorate, the Applicant shall provide sufficient information to 
demonstrate technical fitness commensurate with the service proposed to be provided. Examples of 
such information which may be submitted include the following: 

• The identity of the Applicant's officers directly responsible for operations, including names and 
their professional resumes. 

Please See Attachment E. 

• A copy of any Federal energy license currently held by the Applicant. 

F E R C Power License: ER96-2372-000 

• Proposed staffing and employee training commitments. 

Please See Attachment F. 

• Business plans. 

Sempra Energy is the parent company of Sempra Energy Solutions. Sempra Energy has 
more than $10 billion in assets and nearly 12,000 employees and 6 million metered 
customers. Please see the attached annual report for a description of technical 
competence. 
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ATTACHMENT D 
Identify Applicant's chief officers including names and their professional resumes. 

ROBERT N. DICKERMAN 
PRESIDENT 

Robert Dickerman is President of Sempra Energy Solutions, a subsidiary of Sempra Energy, a San Diego-
based Fortune-500 energy services holding company. At Sempra Energy Solutions, Dickerman is responsible 
for the leadership of marketing, sales, pricing and analysis, delivery and operations, and management 
services. As one of the nation's largest energy services companies, Sempra Energy Solutions provides 
comprehensive energy solutions to commercial and industrial customers throughout the United States and 
western Europe. The company is in the midst of a growth initiative that is doubling its size each year. 

Dickerman is an acknowledged expert in energy matters, with deep experience throughout the industry. His 
background in energy trading, marketing and sales management enables him to drive the company's 
innovative approach to commercial and industrial customers. By focusing on fully integrated energy 
outsourcing, Dickerman and his staff have created an opportunity for commercial and industrial customers to 
focus on managing their bottom (ine and achieving improved profitabiiity with iower risk. 

With over 20 years of experience in the evolving energy market, Dickerman was previously senior vice 
president at ICF Consulting where he guided the development and implementation of energy strategies with 
major energy companies. Prior to ICF, Dickerman was the senior vice president of wholesale energy at 
Edison Source, Edison International's retail energy services marketing arm, where he was responsible for all 
physical and financial wholesale energy activities. 

DicKerman holds a master's degree in business administration from the University of Chicago and a 
bachelor's degree in mathematics from Union College in New York. 

HAROLD BUCHANAN 
SENIOR VICE PRESIDENT, SALES 

As Senior Vice President of sales, Harold G. Buchanan and his team bring energy and energy related 
services to customers in North America. Buchanan directs a large sales force with offices in California, 
Texas, Illinois, New Jersey and Ontario serving customers across the United States and Canada. 

Prior to his position at Sempra Energy Solutions, Buchanan was chief operating officer for Enron Energy 
Services. Sales and Marketing Magazine recognized his sales team as the Best Sales Force in America in 
1999. Prior positions included managing director of sales & product development for Enron Energy Services, 
vice president of trading for Enron North America, and senior manager - strategy consulting for energy 
customers at Accenture'. He has 20 years of experience in the energy industry. 

Buchanan holds a MBA from The Sloan School of Management at The Massachusetts Institute of 
Technology and a BA in finance from Fisher College Of Business at The Ohio State University. 
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^ ATTACHMENT D (continJH) 

ERBIN B. KEITH, J.D., P.E. 
SENIOR VICE PRESIDENT, OPERATIONS & COMMERCIAL PRICING 

Erbin Keith is Senior Vice President of operations and commercial pricing for Sempra Energy Solutions. He 
previously served as executive vice president and genera! counsel for Sempra Energy Services, a former 
subsidiary of Sempra Energy that specialized in energy-savings performance contracting for federal facilities, 
hospitals, universities and government institutions nationwide. 

Before that, Keith was executive vice president and general counsel at CES/Way International, an energy-
efficiency performance contracting firm, until Sempra Energy acquired the company. 

Keith was recently appointed to the first-ever Federal Energy Management Advisory Committee (FEMAC). 
The new federal panel, recently established by President Clinton, will review energy management issues at 
federal facilities throughout the nation. He currently serves as an officer and director of the National 
Association of Energy Services. Keith also is a member of the State Bar of Texas and has been actively 
involved in the Business Counsel for Sustainable Energy, The Federal Performance Contracting Coalition and 
the Association of Energy Engineers. 

Keith holds a bachelor's degree in mechanical engineering from the University of Texas, and has a J.D. from 
South Texas College of Law. A licensed Attorney for all Texas state courts, Keith can also practice in Federal 
courts in the Southern and Eastern District of Texas. He is also a registered professional engineer in Texas. 
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ATTACHMENT E 

Identify the Applicant's officers directly responsible for operations, including names and their professional 
resumes. 

PAYMON ALIABADI 
' VICE PRESIDENT, ENERGY COMMODITIES 

Paymon Aliabadi is Vice President of energy commodities for Sempra Energy Solutions where he is 
responsible for portfolio energy commodities management activities and the structuring analysis and 
modeling of energy transactions. 

Aliabadi joined SES in August 2000. Prior to joining Sempra, he was the managing director of enterprise risk 
management at PG&E Corporation and previously, director of energy trading for PG&E. In those capacities, 
Aliabadi managed the company's exposure to market risks of commodities, interest rates, credit and 
currencies, including the volatility for corporate earnings. 

Aliabadi holds a master of arts in business economics from .the University of California, Santa Barbara, a 
master of science in mechanical engineering, and Bachelor of Science in mechanical and nuclear 
engineering from the University of California, Berkeley. 

BILL GODDARD 
DIRECTOR, POWER & GAS OPERATIONS 

Mr. Goddard has over 25 years experience in the electric utility business. He has held various positions at 
San Diego Gas and Electric with increasing level of responsibility such as Resource Scheduler, Power 
Dispatcher, Operations Shift Supervisor, Transaction Scheduling Supervisor, Acting Manager of Grid Control 
and Transaction Scheduling and Generation Operations Manager. 

His responsibilities included planning daily generation and purchased power to meet daily and weekly load 
forecasts; system transmission, generation and interchange dispatch; developing training and procedures for 
Grid Control operations, member of California ISO and California PX systems implementation and protocols 
start-up committees; and bidding and scheduling of SDGE demand and supply resources into California PX 
and ISO. 

Currently the Director of Power & Gas Operations for Sempra Energy Solutions, Mr. Goddard is in charge of 
existing power operations in California, as well as expanding existing operations in California and start-up 
operations in other regions. 

Education: 

• Bachelor of Arts - University of California, San Diego 
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# 
ATTACHMENT F 

Proposed staffing and employee training commitments. 

Sempra Energy Solutions is already delivering natural gas in over ten states. As a subsidiary of Sempra Energy, 
a Fortune 500 Company, Sempra Energy Solutions' employees take part in many training opportunities within 
the company and in training workshops throughout the country. 

Sempra Energy Solutions (SES) has the capability and experience to engage in the following 
activities to serve retail load customers in the Commonwealth of Pennsylvania: 

• Enroll customers with Local Distribution company (LDC) 
• Set up data transfers for usage data 
• Set up automated invoice for billing data 
• Forecast and schedule SES retail customers' expected load usage with LDC 
• Procure and schedule supplies of natural gas from wholesale providers to serve retail SES load, 

observing appropriate scheduling rules and timelines 
• Reserve and schedule necessary transportation for wholesale supply transactions using OASIS, 

NERC compliant tagging system, and observing appropriate rules and timelines 
• Schedule or otherwise arrange or account for capacity, reserves and ancillary services 
• Settle retail load deliveries and wholesale supply deliveries 
• Contract with appropriate parties to provide meter data and acquisition services 
• Reconcile metered load 

SES has scheduling staff with skills and experience in all required activities, including: 

• Load profiling, aggregation and forecasting 
• Wholesale supply procurement and scheduling 
• Transportation reservation and scheduling 
• Retail load and wholesale transaction settlements 

SES has staff dedicated to meeting all scheduling requirements of the scheduling entities, specifically: 

• SES will have hardware and software necessary to meet all scheduling requirements 
• SES has a dedicated phone number assigned 
• SES will have back-up hardware, software and communications facilities, as required 
• SES will have on-site staff available for all hours where SES has physical scheduling responsibilities 

to implement curtailments and other schedule changes 
• SES will have a 24-hour phone contact for other hours to set up any required schedule changes 
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19. TRANSFER OF LICENSE: The Applicant understands that if it plans to transfer its license to 
another entity, it is required to request authority from the Commission for permission prior to 
transferring the license. See 66 Pa. C.S. Section 2208(D). Transferee will be required to file the 
appropriate licensing application. 

20. UNIFORM STANDARDS OF CONDUCT AND DISCLOSURE: As a condition of receiving a license, 
Applicant agrees to conform to any Uniform Standards of Conduct and Disclosure as set forth by the 
Commission. 

21. REPORTING REQUIREMENTS: Applicant agrees to provide the following information to the 
Commission or the Department of Revenue, as appropriate: 

a. Reports of Gross Receipts: Applicant shall report its Pennsylvania intrastate gross receipts to 
the Commission on an annual basis no later than 30 days following the end of the calendar year. 

Applicant will be required to meet periodic reporting requirements as may be issued by 
the Commission to fulfill the Commission's duty under Chapter 22 pertaining to reliability and 
to inform the Governor and Legislature of the progress of the transition to a fully competitive 
natural gas market. 

22. FURTHER DEVELOPMENTS: Applicant is under a continuing obligation to amend its application if 
substantial changes occur in the information upon which the Commission relied in approving the 
original filing. 

23. FALSIFICATION: The Applicant understands that the making of false statement(s) herein may be 
grounds for denying the Application or, if later discovered, for revoking any authority granted pursuant 
to the Application. This Application is subject to 18 Pa. C.S. §§4903 and 4904, relating to perjury and 
falsification in official matters. 

24. FEE: The Applicant has enclosed the required initial licensing fee of $350.00 payable to the 
Commonwealth of Pennsyivania. 

Applicant: Sempra Energy Solutions 

Title: IK/f\- 'faA 
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AFFIDA 

State of California 

County of San Diego 
ss. 

Donald C. Liddell, Affiant, being duly [sworn/affirmed] according to law, deposes and says that: 

He is the Assistant Secretary of Sempra Energy Solutions: 

That he is authorized to and does make this affidavit for said Applicant; 

That Sempra Energy Solutions, the Applicant herein, acknowledges that [Applicant] may have obligations pursuant to 
this Application consistent with the Public Utility Code of the Commonwealth of Pennsylvania, Title 66 of the 
Pennsylvania Consolidated Statutes; or with other applicable statutes or regulations including Emergency Orders which 
may be issued verbally or in writing during any emergency situations that may unexpectedly develop from time to time in 
the course of doing business in Pennsylvania. 

That Sempra Energy Solutions, the Applicant herein, asserts that [hs/che/if] possesses the requisite technical, managerial, 
and financial fitness to render natural gas supply service within the Commonwealth of Pennsylvania and that the 
Applicant will abide by all applicable federal and state laws and regulations and by the decisions of the Pennsylvania 
Public Utility Commission. 

That Sempra Energy Solutions, the Applicant herein, certifies to the Commission that it is subject to, will pay, and in the 
past has paid, the full amount of taxes imposed by Articles II and XI of the Act of March 4, 1971 (PX. 6, No. 2 ), known 
as the Tax Reform Act of 1971 and any tax imposed by Chapter 22 of Title 66. The Applicant acknowledges that failure 
to pay such taxes or otherwise comply with the taxation requirements of, shall be cause for the Commission to revoke the 
license of the Applicant. The Applicant acknowledges that it shall report to the Commission its jurisdictional natural gas 
sales for ultimate consumption, for the previous year or as otherwise required by the Commission. The Applicant also 
acknowledges that it is subject to 66 Pa. C.S. §506 (relating to the inspection of facilities and records). 

Applicant, by filing of this application waives confidentiality with respect to its state tax information in the possession of 
the Department of Revenue, regardless of the source of the information, and shall consent to the Department of Revenue 
providing that information to the Pennsylvania Public Utility Commission. 

That Sempra Energy Solutions, the Applicant herein, acknowledges that it has a statutory obligation to conform with 66 
Pa. C.S. §506, and the standards and billing practices of 52 PA. Code Chapter 56. 

That the Applicant agrees to provide all consumer education materials and information in a timely manner as requested 
by the Commission's Office of Communications or other Commission bureaus. Materials and information requested may 
be analyzed by the Commission to meet obligations under applicable sections of the law. 

That the facts above set forth are true and correct/true and correct to the best of his&ef'lcnowledge, information, and 
belief. 

Subscribed and affirmed before me this & day of June, 2003, 

^ ^ ^ ^ ^ ^ ^ ANITA MlCAELA ALVAREZ 
COMM. #1314082 o 

NOTARY PUBLIC-CALIFORNIA W 
SAN DtEGO COUNTY 2 

My Cominission Expires _ 
JULY 20, 2005 | 

Place Notary Seal Above 

Signature of official administering î at 

My commission expires .̂ 
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AFFIDA 

State of California 

County of _San Diego 
ss. 

Donald C. Liddell. Affiant, being duly [sworn/affirmed] according to law, deposes and says that: 

He is the Assistant Secretary of Sempra Energy Solutions: 

That he is authorized to and does make this affidavit for said Applicant; 

That the Applicant herein Sempra Energy Solutions has the burden of producing information and supporting 
documentation demonstrating its technical and financial fitness to be licensed as a natural gas supplier 
pursuant to 66 Pa. C.S. §2208(c)(1). 

That the Applicant herein Sempra Energy Solutions has answered the questions on the application correctly, 
truthfully, and completely and provided supporting documentation as required. 

That the Applicant herein Sempra Energy Solutions acknowledges that it is under a duty to update 
information provided in answer to questions on this application and contained in supporting documents. 

That the Applicant herein Sempra Energy Solutions acknowledges that it is under a duty to supplement 
information provided in answer to questions on this application and contained in supporting documents as 
requested by the Commission. 

That the facts above set forth are true and correct to the best of his/jWknowledge, information, and belief, 
and that he/sh&^xpects said Applicant to be able to prove the same at hearing. 

Subscribed and affirmed before me this 

WAMICAaA ALVAREZ R 

COMM. #1314082 A 
NOTARY PUBLIC-CALIFORNIA 8 

SAN DIEGO COUNTY O 
My Commission Expires 

JULY 20. 2005 

Place Notary Seal Above 

2 ^ 
day of June, 2003. 

SignahJre of Affiant 

Signature of official administeri 

My commission expires 
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COMMONWEALTH OF PENNSYLVANIA 
PUBLIC UTILITY COMMISSION 

APPENDIX A 

TAX CERTIFICATION STATEMENT 

A completed Tax Certification Statement must accompany all applications for new licenses, renewals or transfers. Failure to provide the requested 
information and/or any outstanding state income, corporation, and sales (including failure to file or register) will cause your application to be 
rejected. If additional space is needed. please use white 81/2" x 11" paper. Type or print all information requested. 

1. CORPORATE OR APPLICANT NAME 
Sempra Energy Solutions 

2. BUSINESS PHONE NO. (619)696-2235 
CONTACT PERSON(S) FOR TAX ACCOUNTS: 

Sandra Keller 
3. TRADE/FICTITIOUS NAME (IF ANY) 

None 
4. LICENSED ADDRESS (STREET, RURAL ROUTE, P.O BOX NO.) (POST OFFICE) STATE) (ZIP) 

101 Ash Street, HQ12, San Diego, California 92101 
5. TYPE OF ENTITY • SOLE PROPRIETOR • PARTNERSHIP X CORPORATION 

8. LIST OWNER(S), GENERAL PARTNERS, CORPORATE OFFICER(S) OR DIRECTORS 

NAME (PRINT) 

Robert N. Dickerman 

SOCIAL SECURITY NUMBER (OPTIONAL) 

NAME (PRINT) 

Erbin B. Keith 

SOCIAL SECURITY NUMBER (OPTIONAL) 

NAME (PRINT) 

Harold Buchanan 

SOCIAL SECURITY NUMBER (OPTIONAL) 

NAME (PRINT) SOCIAL SECURITY NUMBER (OPTIONAL) 

NAME (PRINT) SOCIAL SECURITY NUMBER (OPTIONAL) 

9. LIST THE FOLLOWING STATE TAX IDENTIFICATION NUMBERS. (ALL ITEMS: A. B. AND C MUST BE COMPLETED). 

A. SALES TAX LICENSE fg DIGITSi 

8 1 8 0 0 2 4 

APPLICATION 
PENDING N/A 

• • 

C. CORPORATE BOX NUMBER (7 DIGITS^ APPLICATION 
PENDING 

N/A 

2 2 6 0 3 9 3 • 

B. EMPLOYER IP fElNl (9 DIGITS: APPLICATION 
PENDING N/A 

• • 

I 1 vnc 

-to o r h l . - o -.r, „ f f i — . in D A I I I VPS 

NAME AND PHONE NUMBER OF PERSON(S) RESPONSIBLE FOR FILING TAX RETURNS 

Sandra Keller Sandra Keller 
PA SALES AND USE TAX EMPLOYER TAXES 

Sandra Keller 
CORPORATE TAXES 

PHONE f619) 696-2335 PHONE (61 696-2335 PHONE (619) 696-2335 

Telephone inquiries about this form maybe directed to the Pennsylvania Department of Revenue at the following numbers: (717) 772-
2673, TDD# (717) 772-2252 (Hearing Impaired Only) 

Nmural Gas Supplier License Applicalion 
PA PUC Document #: 139346 22 



SEMEEA ENERGY OWNERSHIP CHART 
(As of March 1,201)3) 

VIPRA 

SEMPRA ENERGY 

Cnliria Com puny 
(100%) 

Enova Corporation 

Siin DUgo Gns & lEIeciric Company 
(100%) 

SDC&IC Funding, LLC 
(100%) 

Frontier Utilities of North Carolina, 
Inc. 

(100%) 

Frontier Energy, L L C 
(100%) 

Pacific Lighting Gas Development 
Company 
(100%) 

Sempra Communications 
(100%) 

Subsidiaries 
(See Chart A-1) 

Sempra Energy Capital Trust 11 
(Delaware Business Trust) 

Sempra Energy Connections 
(100%.) 

Sempra Eiwrgy Financial 
(100%) 

Scmpr;. Venn 

(ino&i 

Cardinal Ac<|U]silion Corp. 
(100%) 

Frontier Pacific North Carolina, Inc. 
(100%) 

Pacific Enterprises 
(100%) 

Southern California Gas Company 
(100%) 

Eeotrans OEM Corporation 
(100%) 

Southern Calil'ornia Gas Tower 
(1110%) 

Unitary GH&C Products, L.L.C. 
(23.08%) 

Penobscot Natural Gas Company, Inc. 
{100%) 

Bangor Gas Company LLC 
(100%) 

Sempra Energy Capital Trust 1 
(Delaware Business Trust) 

Sempra Energy Capital Trust HI 
(Delaware Business Trust) 

Sempra Energy Enterprises 
(100%) 

Enova Technologies, Inc. 
(100%) 

Sempra Energy Mexico, S.A. de C.V. 
(.0001 %) 

Subsidiaries 
(See Chart B-Z) 

Wright Strategies, Inc 
(30%) 

Pacific Diversified Capital Company 
(100%) 

Phase One Developmctll, Inc. 
(100%) 

Pacific Lighting Real Estate Group 
(100%) 

Presley RAC Finance Co., Inc. 
(100%) 

Presley-Home MAC Finance Co., Inc. 
(100%) 

Pay'N Save Drug Stores, Incorporated 
(100%) 

Sempra Corporation 
(100%) 

FTM Sports Corporation 
(87%) 

Pacific Lighting Corporation 
(100%) 

Pacific Syntbethic Fuel Company 
(100%) 

Sempra 
(100%) 

Sempra Energy Name Co. 
(100%) 

Sempra Enerfiy Global Enlcrprises 
(100%) 

Chi lqu in ta Energ ia Finance Co. L L C 
( 5 0 % ) 

Pacif ic Enterpr ises L N G C o m p a n y Ch i lqu in ta Energ ia Finance Co. L L C 
( 5 0 % ) (100%) 

Mesa-Paci f ic L N G Jo in t Venture , 

L .L .C . 

( 5 0 % ) 

Sempra Energy In te rna t iona l 

(100%) 

Sempra Energy Solut ions Sempra Energy In te rna t iona l 

(100%) (100%) 

Subsidiar ies SL i l ^M l i . r i v i 

(See Chnrt C) 

Sempra Oi l T r a d i n g (Suisse) Sar i 

(100%) 

Sempra L N G C o r p . 

(100%) 

Sempra Oi l T r a d i n g (Suisse) Sar i 

(100%) 

Sempra L N G C o r p . 

(100%) 

Sempra L N C , L L C 

(100%) 

Sempra L N C , L L C 

(100%) 



9A SEMPRA ENERGY OWNERSHIP CHART 
(As of March 1,2003) 

Chart A-1 

Sempra Communications 
(100%) 

Sempra Communications International 
Gemini I 
(100%) 

(Stapled to Sempra Communications International Gemini II) 

Sempra Communications Mexico I , S. de 
R.L. de C.V. 

(100%) 

[Sempra Communications Mexico I I , S. de 
R.L. de C.V. 

(100%) 

Sempra Communications International 
(Bermuda-A), Ltd. 

(100% 

Sempra Communications International 
(Denmark-l) ApS 

(100%) 

Sempra Communications International 
Gemini I I , Ltd. 

(100%) 
(Stapled to Sempra Communications International Gemini I) 

Sempra Communications International 
(Bermuda-B), Ltd. 

(100%) 
(Dissolution Pending) 

Sempra Fiber Links 
(100%) 



RA ENERGY OWNERSHIP CHART 
(As of March 1,2003) 

Chart B 

SEMPRA ENERGY INTERNATIONAL 

CNGArgiintina 
(.01%) (1 share) 

Pacific Enlerprises inlcrnacional 
(100%) 

Enova Inlernationnl 
(100%) 

SuVwiiliaries 
(See CliaH B-2) 

Pacific Enterprises International 
ArgtntinQ I 

(100%) 
IsiwkdmSliirj 

PEI Mexico Service Corporation 
(100%) 

, Sempra Energy International 
Argentina (CA) 

(100%) 

Gasoducto Rosarilo S. de R.L, de C.V. 
(50%) 

Transponadora dt Gns Natural de 
Baja California, S. de R.L. de C.V. 

167%) 

PEI Brazil Service Corporation 
(100%) 

Sempra Energy Inter national 
(Espana), S.L. 

(100%) 

Subsidiaries 
(See Chart B-l) 

Sempra Energy International 
Argentina, Sucursal Argentina 

(100%) (Branch) 

Sempra Energy Intern a tional Latin 
America 
(100%) 

Sempra Servicios Energelicos, S. de 
R.L. deC.V. 

(1%) 

DGN de la Laguna Durango,S. de R.L. 
tie CV. 

(1%) 

Scr-ficios DGN de la Laguvia 
S.A. de C.V. 

Sempra Energy Canada Financing 
Corp. 

(100%) 

Sempra Energy International US LLC 
- (100%) 

Sempra Energy International US 
Capital Holding Co. 

(100%) 

Sempra Energy International (Chile) 
Cuentas en Parlicipacidn ("CEP") 

(contractual agreement) (80%) 

Sempra Energy International 
(Cayman) CEP 

(100%) 

Sempra Energy International (Chile) 
Servicios Li mi I ails 

(99%) 

Sempra Energy Holdings VI B.V. 
100% 

Sempra Energy International Services 
Company,S.deR.L.deC.V. (0.2%) 

Sempra Energy International Services 
Company, S. de R.L. de C.V. 

(99.8%) 

Sempra Energy International Cayman 
Holding Co. 

(1009!.) (Manager of CEP) 

Sempra Energy International (Chile) 
Cuentas en Participacion ("CEP") 

(contractural agreement) (20%) 

Sempra Energy International 
(Cayman) CEP 

(100%) 

Sempra Energy Internaiional [Chile) 
Servicios Limitada 

(99%) 

Sempfti Energy Holdings V I B.V. 
100% 

Sempra Energy Imurnalional Service 
Company. S. de R.L. de C-V. 

(0.2%) 

Senipra Energy International Services 
Company, S. <ie R.L. de C.V. 

(99.8%) 



SEMPR&NERGY OWNERSHIP CHA^I 
(As of March 1,2003) 

Chart B-l 

SEIWPRA ENERGY INTERNATIONAL (ESPANA), S.L. 
(!00%) 

(Stapled to PEI Argentina) 

Chilquinta Energia, S.A. 
(de minimis %) ( shares) 

Sempra Eiieigy Trading Infei'iiationul B.V. 
(100%) 

Sempra Energy International Holdings 
B.V. ("BV1") 

(100%) 

Subsidiaries 

Sempra Energy (Canada) Holdings B.V. 
(100%) 

Sempra Energy International (Chile) 
Servicios Limitada 

(1%) 

Sempra Energy Internaiional (Peru) 
Asociacion en Participacion ("AenP") 

(contractual agreement)(Manager-BV 1)(25.6%) 

Subsidiaries 
(See Chart B-3) 

Sempra Energy International Canada Ltd. 
(100%) 

Pacific Enterprises International Canada 
Ltd. 

(100%) 

DGN de Chihuahua, S- de R.L. de C.V. 
(47.5%) 

Servicios DGN de Chihuahua, S.A. de C.V. 
(99.99%) 

Servicios DGN de la Laguna S.A. de C.V. 
0%) 

Distribuidora de Gas Natural de Mexicali, 
S. de R.L. de C.V. 

(30%) 

DGN Servicios S. de R.L. de C.V. 
(99%) 

Sempra Energy International Chile 
Holdings I B.V. ("BV2") 

(99.99%) 

Subsidiaries 
(See Chart B-3) 

Sempra Energy Solutions International 
Limited 
(100%) 

(Dissolution Pending) 

Sempra Metals Far East Limited 
( 1 % - 1 share) 

(Held nominally for B V Trading) 

Sempra Energy Contracting GmbH 
( 1 0 0 % ) (Dissolution Pending • Final on W28'03) 

Sempra Soluciones Energeticas 
Internaiional Espana, S.L. 

( 1 0 0 % ) (Dissolution Pending) 



S E l ^ l A ENERGY OWNERSHIP CHART 
(as of March 1, 2003) 

Chart B-2 

ENOVA INTERNATIONAL 
(100%) 

Energia Cosla Azul, S. de R.L. de C.V. 
{Ml We) 

Sempra Energy Holdings I I I B.V. 
(100%) ("BV3") 

Linaga B.V. 
100% 

EnurBia Costa Azul, S. de R.L. de C.V. 
(99.999%) 

Gasodticio Rosarito S. de R.L. de C.V. 
(50%) 

Transportudora de Gas Natural de 
Baja California, S. de R.L. de C.V. 

(67%) 

Senipra Energy Mexico, S.A- de C.V. 
(99.9999%) 

Comunicacionis Senipra I , S. de R.L. de C.V. 
(99.97%) 

DGN de Chihiiiihua, S. de R.L. de C.V. 
(52.5%) 

Servicios DGN de Chihuahua, S.A. de 
C.V. 

(99%) 

DGN de la Lagutia-Durango, S. de R.L. 
de C.V. 
(99%) 

J Servicios DGN la Laguna S.A. de C.V. 
(99%) 

Distribuidora de Gas Natural de 
Mexicali S. de R.L. de C.V. 

(70%) 

DGN Servicios S. de R.L. <le C.V. 
(99%) 

Gasoducto Bajanorle S. de R.L. de 
C.V. 

(98%) 

ProSempra, S.A- de C.V. 
(99%) 

Sempra Servicios Energelicos, S. de 
R.L. de C.V. 

(99%) 

Comunicacionis Sempra I , S. de R.L. 
C.V. 

(0-03%) 

Gasoducto Bajanorte S. de R.L. tic C-V. 
(2%) 

Termoelectrica de Mexicali, S.A. de C.V. 
(2%) 

Termoelectrica U.S., LLC 
(100%) 

ProSempra, S.A. tie C.V. 
(1%) 

Servicios DGN de Chihuahua, S.A. de 
C.V. 

(.01%) 

Servicios DGN la Laguna S.A. de C.V. 
(1%) 

Servicios Termoelectrica de Mexicali S. de R.L. 
de C.V. 

(2%) 

Termoelectrica de Mexicali. S. de R.L. de C.V. 
(98%) 

Servicios Termoelectrica de Mexicali 
S. ile R.L. de C.V. 

(98%) 

Termoelectrica U.S., LLC 
(100%) 

DGN Servicios S. de R.L. de C.V. 
(1%) 

Transporladoru de Gas Natural, S. de R.L. de 



^IPRA ENERGY OWNERSHIP CHART 
{A-. ol March ],ZTO3) 

Chart BO 

SEMPRA KNRBGV INTERNATIONAL CHILE HOLDINGS I B.V. 
("BV1"HM.S378%K1,S47 shana) 

CTHC t w i u , t_. .™s m i * n » . . j 

Sempra Energy (Dumiark- l ) ApS 
(100%) 

CNC Argenlina 
(99.99%) (11 ,» !» 

Sodiyu Pampcana S^. 

Camuai G u Pimptanj SS. 
(86.09*) 

Dlslritiuidoni Gcsdl CJU S ^ . 
(.01*) 

I.V. Invtrgu S.A. 
(99.9 9 Hi 

Dlsiribuidon GatO GuSA. 
(99.99 %) 

I.V. InverKU S.A. 
(.01%) 

(«.09%) 

Camu 
190*) 

CS Sur SA. 

CSSorS-A. 
( . 008%)( l i l i a r t ) 

Stmpm Entiey In l inn l l imi l (Ptru) Asodacinn 
Pwt ldpid i t i f •AenP'-) 

[conltarluilagreement) (7-1.44) 

[iivcrsifl"i"i SciTipra-t'SKC Cliile 

(505) (1.250.000,000 shjris) 

Sempra Entr jy Holtiinw V B.V. 
100% 

Peruvian Opportunity Company S.A.C-
(50%) (SOOshird) 

. i l L u i d r l Sur S.A .A. 

S o b s l d i a r i o 
See L u i i l t l Su r S.A J X . Char t B - l 

O n u r t o Q u i n i n A . V . V . 

( « . 7 I i f c ) (91.478,787 i h n r e i ) 

1 

1 SulHtiUarics 
See O u u r i a Qu ln ta A . V . V . C h u t B - l 

PSEG Semp ia P i f l i n a n S i r v i r e i Cotnpan j ' 

(100%) 

Invenionts en S*rriri<a Electrkos S.R.L. 
(99.S%) 

T e a u r S j * ^ 
(S1 .7>*) 

PSEC Sempra Penivinn Si 
(100%) 

Compinf It 

no en Servidos Heclrieni S.R.L. 

TecmrSA.A. 

Stmpia Sinicioi B.Jj. S. i t R.L dc CV. 
(99%) 

> Stoiiiri Chile Ifotdco UmlljJj 
(99.9S) 

Stmprj Energj Holdings IV B.V. 
{"BV4")(II»*) 

Tccnoicd SA. 
(50%) 

Energy Busiucu International A.V.V. 
(.0I%)([2sharM) 

Senipra Sc iltoja.S.ilcR.L.deC.V. 
( I S } 

cfsioneiScmpfiJ Chile HoldcO Limitada 
[0.1 r*j 



SEMR ENERGY OWNERSHIP CHARI^I 
(As of March 1,2003) 

Chart B-4 

Inversiones Sempra-FSEG Chile 
Limitada 

(50%) 

Chilquinta Energia SA. 
(99.99%) (2.]66,32J shares) 

Compania Electrica del Literal A 
(75.61%) (1:890,175 shares) r 

JT EnergasS.A. 
(.01%)(8,81Sshares) 

11 Generadora Electrica Sauce los Andes 
rl • S.A. 
| (99-5%) (49,750 shares) 

J Inmobiliaria del Litoral S.A. 
j( (80%) (40,000 shares) 

Lraparral S.A. 
(fka Disiribuidora Parral •S.A.I 

(51%) (37,077,000 stvares) 

Energas S.A. 
(99.99%) (88,168.455 shares) 

Energia de Casablanca S.A, 
(69.62%) (2,018,977 shares) 

Generadora Electrica Sauce Los andes, 
S.A. 

(0.5%) (250 shares) 

Inmobiliaria del Litoral S.A. 
(20%) (10.000 shares) 

I.T.O. International Technical Operators 
A.V.V. (f.k.a. Chilquinla huernational A.V.V.) 

(100%) (5,000,000 shares) 

Luzlinares S.A. 
(52.50%) (5,416,000 shares) 

Inversiones Sempra-PSEG Chile IV S.A. 
(100%) 

Energy Business International A.V.V. 
(99.99%) (102,832 shares) 

Luz del Sur S.A.A. 
(3.83%) (18,639,448 shares) 

Ontario Quinta A.V.V-
(55.287%) (114.350,172 shares) 

Luz del Sur S.A.A. 
(61.16%) (297,796,530 shares) 

Empresa de Distribucion Electrica de 
Canete S.A. 

(99.99%) [26.913,710 shares) 

Inmobiliaria Luz dei Sur S.A. J 
(99.99%) (6.207.249 shares) f 

Empresa de Distribucion 

Eleclrica de Canete S.A. 
(.01%) (1 share) 

Luz del Sur International A.V.V. 
(100%) (10,000 shares) 

TecsurS.A.A. 
(3.72%) (1,234.721 shares) X l 

TecsurS.A.A. 
m 51%1 (10465.575 sliaraO 



SEMP^ENERGY OWNERSHIP CHAR* 
(As of March 1,2003) 

Chart C 

SEMPRA ENERGY SOLUTIONS 

Central Plants, Inc. 
(100%) 

Energy Pacific Glendale 
(100%) 

Atlantic-Pacific Glendale, L.L.C. 
(100%) 

Enova Entrgy, Inc. 
(100%) 

Sempra Energy Sales, L.L.C. 
(50%) 

Sempra Energy Information Solutions 
(100%) 

Sempra Energy Resources 
(100%) 

Subsidiaries 
(See Chart C-3) 

CESAVay International, Inc. 
(100%) 

Sempra Energy Services Company 
(100%) 

CESAVay Capital One, L.L.C. 
(50%) 

CESAVay Capital Two, L.L.C. 
(50%) 

CESAVay Capita! Three, L.L.C. 
(50%) 

Energy Pacific Las Vegas 
(100%) 

Atlantic-Pacific Las Vegas, L.L.C-
(100%) 

Pacific Enterprises Energy Management 
Services 
(100%) 

Pacific Enerchange 
(100%) 

Pacific Enterprises Energy Services 
(100%) 

Sempra Energy Sales, L.L.C. 
(50%) 

Sempra Energy Trading Corp. 
(100%) 

Subsidiaries 
(See Chart C-L) 



m SEMPRA ENERGY OWNERSHIP CHART 
(As of March 1,2003) 

Chart C-l 

SEMPRA ENERGY TRADING CORP. 

EnerHomc Canada Limited 
(100%) 

Risk Capital Management Partners, LLC 
(49%) 

Tanglewood Storage & Transportation Inc. 
(100%) 

Sempra Metals Services Corp. 
(100%) 

Bluewater Gas Storage, LLC 
(100%) 

Moses Lake Generating LLC 
(100%) 

Sempra Energy Trading Services Corp. 
(100%) 

Trading & Transportation Management Inc. 
(100%) 

Big Sandy SynFuel, L.L.C. 
(100%) 

Somerset SynFuel, L.P. 
(1%-G.P.) 

Blue Grass SynFuel, L-L.C. 
(100%) 

Cumberland SynFuel, L.L.C. 
(100%-SoIe Member) 

Somerset Newco L.L.C. 
(100%) 

Somerset SynFuel, LP 
(40.125%) 

Blue Grass SynFuel, L.L.C. 
(100%) 

Kentucky Energy, L.L.C. 
(100%-Sole Member) 

Somerset SynFuel, LP 
(49.5%) 

Blue Grass SynFuel, L.L.C. 
(100%) 

Sempra Metals & Concentrates Corp. 
(100%) 



PRA ENERGY OWNERSHIP CHART 
(As of March 1,2003) 

Chart C-2 

Sempra Energy Trading Internaiional B.V. 
(100%) ("Trading BV) 

Sempra Metats Group Limited 
(I.M. Scmpi MG Umllcd) (] 00%) 

Henry Bath & Son Limited 
(100%) 

Henry Bath Inc. 
(t t.i.IIB M ^ i l l t M tv;.| (100%) 

Henry i Bath B.V. 

notw 
Henry Bath Italia Sri 

(100%) 

Henry Bath Singapore Pte L td . 
(100%) 

Korean Representative Office of Henry 
Bath Singapore Pte Ltd. 

(Korcatv Bmnch GJfke) 

Sempra Metals Limited 
(100%) 

Sempra Metals Limited Hungarian Direct 
Commercial Representative Office 

(Biancti O(fice) 

Sempra Metals Trading Limited 
(lOOSi) 

jSimipra Metals Vermittlungesellschaft M b H 
(100? 

Sempra Energy (SwiUerland) Holdings Sari 
(100%) 

Sempra Energy Europe A.S. 
(100%) 

Sempra Energy Europe Espana S.L. 
(100%) 

Sempra Energy Trading (Canada) Limited 
(100%) 

Sempra Energy Trading Holdings Limited 
(100%) 

Subsidiaries 
(Sec Chan D) 

J Sempra Energy Trading Holdings Sari 
(100%) 

Sempra Atlantic Energy Holdings Limited [ 

(100%) I 

JSempra Atlantic Gas (02) Company | 
(f tijoSMDJ No.iScim.Cmpinyl (1 

ompanyl 
100%) | 

'Sempra Oil Internationa) Holding GmbH 
(100%) 

Senipra Oil Trading Sari 

T T M I Sari 
(100%) 

Sempra Oil Trading Pte Ltd; 
(100%) 

Canadian Choice Energy Corp. 
(65?i! (4,875.000 shares) 



ENERGY OWNERSHIP CHART 
£As of March 1,2003) 

Charl C-3 

Sempra Energy Resources 
(100%) 

Cedar Bluff Energy Corp I 
(ini)90'J 

Liberty Cmnuy Power, L.L.C. 
(50%) 

Atascoeita Power, L.L.C. 
(100% - Sole Member) 

Cedar Power Partners, L-P. 
[99.9%-L.P.) 

Cedar Bayou Energy, L.L.C. 
(100%- Sole Member) 

Cedar Power Partners, L.P. 
(0.1%-G.P.) 

Montgomery Energy Corp I 
(100%) 

Montgomery County Power, L.L.C. 
(50%) 

Caney Creek Energy, L.L.C. 
(100% - Sole Member) 

MC Energy Partners, L.P. 
(0.1%-G.P.) 

Lake Creek Poiver, L.L.C. 
(100% -Sole Member) 

MC Energy Partners, L.P. 
(99-9%. L.P.) 

Pacific Enterprises Leasing Company 
(100%) 

Pacific Enterprises Commercial Loans, Inc. 
(100%) 

Pacific Interstate Company 
(100%) 

Pacific Interstate Transmission Company 
(100%) 

Pacific Interstate Transmission Company 
(Arctic) 
(100%) 

SEBCP, Inc. 
(100%) 

Bonnet Carre Power, LLC 
(100%) 

SEMIP.LLC 
(100%) 

Miller Island Power, LLC 
(100%) 

Sempra Energy Power I 
(100%) 

El'Dorado Energy, LLC 
(50%) 

SE PE, LLC (DE) 
(100%) 

Paloniar Energy, LLC 
(lOOflO 

South Sliore Power, inc. 
100% 

Soulli Shore Power, LLC 
(100%) 

SETOP I I , LLC 
(100%) 

Cedar BlulTEnergy Corp I I 
(100%) 

Liberty County Power, L.L.C. 
(50%) 

Alascocitn Power, L.L.C. 
(100% - Sole Member) 

Cedar Power Partners, L.P. 
(99.9% - L.P.) 

Cedar Bayou Energy, L.L.C. 
(100% - Sole Member) 

Cedar Power Partners, L.P. 
(O.lS - G.P.) 

Montgomery Energy Corp I I 
(100%) 

Montgomery County Power, L .L .C . 
(50%) 

Caney Creek Energy, L.L.C. 
(100% - Sole Member) 

MC Energy Partners, L.P. 
(0.1%-G.P.) 

Lake Creek Power, L.L.C. 
(100%) 

MC Energy Partners, L.P. 
(99.9% - L.P.) 

Pacific Enterprises Oil Company 
(100%) 

Pacific Enterprises Oil Company (USA) 
(100%) 

Pacific Enterprises Oil Company (Western) 
(100%) 

Sempra Energy Productiun Company 
(100%) 

Sempra Energy Exploration Company, L L C 
(100%) 

Rocky River Power Corporation 
(100%) 

Kent Road LLC 
(100%-Sole Member) 

New Milford Energy, LLC 
(100% • Sole Member) 

SECMP, LLC 
(100%) 

Copper Mountain Power, LLC 
(109%) 

Sempra Energy Elk Hills Power Corp. 
(100%) 

Elk Hills Power, LLC 
(50%) 

SEP I I 
(100%) 

Mesquitc Power, L L C 
(100%-Soic Member) 

SEPLP, LLC 
(100%) 

Pine Lake Power, LLC 
(100%) 

SETOP I , LLC 
(100%) 

Twin Oaks Power, L.P. 
(0.1%) 



SEMPRA ENERGY OWNERSHIP CHART 
(As of March 1,2003) 

Chart D 

SEMPRA ENERGY TRADING HOLDINGS LIMITED 

Sempra Energy Europe Limited 
(100%) 

Sempra Energy Europe GmbH 
(100%) 

Sempra OU Trading (Ireland) Limited 
(80.1%) 

Sempra Energy Trading (UK) Limited 
(f.k.a. Sempra Oil Trading (UK) Limited 

(100%) 

TTMI Limited 
(100%) 
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COPYRIGHT 2002 DUN & BRADSTREET I N C . - PROVIDED UNDER CONTRACT 
FOR THE EXCLUSIVE USE OF SUBSCRIBER 2 6 4 - 7 1 9 6 5 5 L . 

* I N DATE* S t a t e m e n t D a t e : JUN 30 2002 
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101 ASH ST 
AND BRANCH (ES) OR DIVISION (S 
SAN DIEGO CA 92101 

TEL: 6X9 696-2000 

DATE PRINTED 
OCT 09 2002 

ELECTRIC AND GAS 
UTILITY 

SIC NOS-
49 11 49 24 49 22 

SUMMARY 
RATING 5A3 

STARTED 1996 
SALES F $8,029,000,000 
WORTH $2,692,000,000 
EMPLOYS 11,511 

(1,000 HERE) 
HISTORY CLEAR 
FINANCIAL 
CONDITION FAIR 

CHIEF EXECUTIVE: STEPHEN L BAUM, CHB-PRES 

SPECIAL EVENTS 
07/24/02 EARNINGS UPDATE: According t o published r e p o r t s , comparative 

o p e r a t i n g r e s u l t s f o r the 6 months ended June 30, 2002: Revenue of 
$2,979,000,000, Net Income of $293,000,00 0; compared t o Revenue of 
$5,014,000,000, Net Income of $315,000,000 f o r bhe comparable p e r i o d 
i n the p r i o r year. 

* * * CUSTOMER SERVICE * * * 

I f you have questions about t h i s r e p o r t , please c a l l our Customer Resource 
Center a t 1-800-234-3 867 from anywhere w i t h i n the U.S. I f you are o u t s i d e the 
U.S., c o n t a c t your l o c a l D&J3 o f f i c e . 

*** A d d i t i o n a l Decision Support A v a i l a b l e *** 

A d d i t i o n a l D&B products, m o n i t o r i n g s e r v i c e s and s p e c i a l i z e d i n v e s t i g a t i o n s are 
a v a i l a b l e t o help you evaluate t h i s company or i t s i n d u s t r y . 
C a l l Dun & Bradstreet's Customer Resource Center at 1-800-234-3 867 from 
anywhere w i t h i n the U.S. or v i s i t our website a t www.dnb.com. 

* * * SUMMARY ANALYSIS * * * 

The Summary Analysis s e c t i o n r e f l e c t s i n f o r m a t i o n i n D&B1s f i l e as of 
October 7, 2002. 

SATING SUMMARY . . . . 

The "5A" p o r t i o n of the Rating (the Rating C l a s s i f i c a t i o n ) i n d i c a t e s 
t h a t the company has a worth i n excess of $50 m i l l i o n . The "3" on the 
r i g h t (Composite C r e d i t Appraisal) i n d i c a t e s an o v e r a l l " f a i r " c r e d i t 
a p p r a i s a l - This c r e d i t a p p r a i s a l was assigned because of D&B1s o v e r a l l 
assessment of t h e company's f i n a n c i a l , payment, and i t s h i s t o r i c a l 
i n f o r m a t i o n . 

Below i s an overview of the company's D&B Rating(s) since 06/30/98: 

RATING DATE APPLIED 

5A3 
5A2 
5A3 
1R3 
5A3 

09/12/00 
03/16/99 
02/10/99 
02/09/99 
01/26/99 

- 1 -



0 2 - 2 7 1 - 5 4 0 8 [Sempra Ener 

1R3 
5A3 
5A2 

01/20/99 
12/07/98 
10/28/98 
06/30/98 

PAYMENT SUMMARY 

The Payment Summary s e c t i o n r e f l e c t s payment i n f o r m a t i o n i n D&B's f i l e as of 
the d a t e of t h i s repor't. 

The PAYDEX f o r t h i s company i s 64. 

Th i s PAYDEX score i n d i c a t e s t h a t payments t o su p p l i e r s average 19 days beyond 
terms, weighted by d o l l a r amounts. When d o l l a r amounts are not considered, 
a p p r o x i m a t e l y 75% of the company's payments are w i t h i n terms. 

Below, i s an overview of the company's d o l l a r - w e i g h t e d payments, segmented by 
i t s s u p p l i e r s ' primary i n d u s t r i e s : 

TOTAL LARGEST % DAYS . 
TOTAL DOLLAR HIGH W/IN 
RCV'D AMOUNTS CREDIT TERMS <31 31-60 

# $ $ % % % 

T o t a l i n D&B's f i l e 138 4,813,650 2,000,000 

Top 10 I n d u s t r i e s : 

1 T e l e p h o n e communictns 11 251,550 200,000 19 40 41 
2 E l e c t r i c s e r v i c e s 8 2,276,250 2,000,000 52 48 _ 
3 R a d i o t e l e p h o n e commun 6 130,500 100,000 39 12 38 
4 Whol c o m p u t e r s / s o f t w r 5 55,600 30,000 46 54 _ 
5 M f g p h o t o g r a p h e q u i p 4 601,850 600,000 - - 100 
6 B u s i n e s s c o n s u l t i n g 3 101,250 100,000 100 - _ 
7 Mfg, r e f r i g / h e a t e q u i p 3 107,500 85,000 93 - -
8 G r a v u r e p r i n t i n g 2 500,000 250,000 75 25 _ 
9 Whol e l e c t r o n i c p a r t s 1 400,000 400,000 100 - _ 

10 Employment agency 1 100,000 100,000 50 50 -

11 OTHER INDUSTRIES 83 268,200 40,000 59 32 2 

O t h e r Payment C a t e g o r i e s : 

Cash e x p e r i e n c e s 1 0 0 
Payment r e c o r d unknown 10 20,950 15,000 
U n f a v o r a b l e comments 0 0 0 
P l a c e d f o r c o l l e c t i o n 

w i t h D&B 0 0 
o t h e r 0 N/A 

11 

2 5 

The h i g h e s t "Now Owes" on f i l e i s $1, 000,000 
The h i g h e s t "Past Due" on f i l e i s $100,000 

Dun & Bradstreet has 138 payment experiences i n i t s f i l e f o r t h i s company. For 
your convenience, we have d i s p l a y e d 80 r e p r e s e n t a t i v e experiences i n the 
PAYMENTS se c t i o n . 

PAYMENTS (Amounts may be rounded t o nearest f i g u r e i n p r e s c r i b e d ranges; 

A n t i c - A n t i c i p a t e d (payments received p r i o r t o date of invoice) 
Disc - Discounted (payments received w i t h i n trade discount period) 
Ppt - Prompt (Payments received w i t h i n terms granted) 

REPORTED PAYING 
RECORD 

HIGH 
CREDIT 

NOW 
OWES 

PAST 
DUE 

SELLING 
TERMS 

LAST SALE 
WITHIN 

-2-
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10/02 Ppt 
09/02 Ppt 

Ppt 
p p t 
p p t 
Ppt 
Ppt 
p p t 
p p t 
p p t 
p p t 
p p t 
p p t 
p p t 
p p t 

p p t - s l o w 60 
Slow 30 
Slow 30-60+ 
Slow 120 
Slow 120 
(021) 

S a t i s f a c t o r y . 

£022) 
S a t i s f a c t o r y . 

(023) 
S a t i s f a c t o r y . 

08/02 Ppt 
Ppt 
Ppt 
Ppt 
Ppt 
Ppt 
Ppt 
Ppt 
Ppt 
Ppt 
Ppt 
Ppt 
Ppt 
Ppt 
Ppt 
Ppt 

Lease agreement 
Ppt 
Ppt 
Ppt 
Ppt 
Ppt 
Ppt 
Ppt 
Ppt-Slow 5 
Ppt-Slow 15 
Ppt-Slow 15 
Ppt-Slow 3 0 
Ppt-Slow 3 0 
Ppt-Slow 30 
Ppt-Slow 30 
Ppt-Slow 3 0 
Ppt-Slow 60 
Ppt-Slow 120+ 
Slow 5 
Slow 3 0 
Slow 30 
Slow 60 
Slow 60-90 
Slow 120 
Slow 30-180 

17/02 Ppt 

1000 
400000 
40000 
15000 
5000 
2500 
1000 
1000 
1000 
750 
500 
100 
100 
50. 
50 

100000 
1000 

30000 
2500 
100 
50 

50 

50 

85000 
20000 
15000 
10000 
7500 
7500 
7500 
7500 
2500 
2500 
1000 
1000 
500 
500 
250 
250 

250 
250 
250 
100 
100 
50 
50 

200000 
10000 
5000 

250000 
2500 
2500 
1000 

50 
500 

15000 
750 

40000 
15000 
2500 
100 

2500 
1000 
1000 

500 -0- N3 0 1 Mo 

50000 -0- Spec agreement 1 Mo 

40000 20000 N30 1 Mo 
2500 -0- N10 1 Mo 

5000 -0- N3 0 1 Mo 
100 -0- 1 Mo 

1000 -0- 1 Mo 

1000 -0- 1 Mo 

1000 4-5 Mos 

750 4-5 Mos 

-0- -0- 1 Mo 

-0- -0- 6-12 Mos 

-0- -0- 6-12 Mos 

-0- -0- 4-5 Mos 

-0- -0- 6-12 Mos 

100000 90000 1 Mo 

-0- -0- N30 6-12 Mos 

15000 10000 1 MO 
2500 2500 M30 6-12 Mos 

-o- -o- 6-12 MOS -o-
6-12 Mos 

6-12 Mos 

4-5 Mos 

-0- -0- N30 6-12 Mos 

500 500 N30 1 Mo 

7500 -0- K30 1 Mo 
-Q- -0- 6-12 Mos 

-0- -0- 4-5 Mos 

-0- -0- 6-12 Mos 

7500 2500 1 Mo 

7500 -0- N3 0 1 Mo 
750 750 4-5 Mos 

-0- -0- 6-12 Mos 

-o- -0- W3 0 1 Mo 

-0- -0- 1/2 10 N30 1 Mo 

500 -0- N30 1 Mo 

-0- -0- 1 Mo 

250 -0- N3 0 1 Mo 

250 -0- 1 MO 

-0- -0- N30 6-12 Mos 

-0- -0- N3 0 4-5 Mos 

-0- -0- 6-12 Mos 

-6- -o- N3 0 6-12 Mos 

-0- -0- 6-12 Mos 

-0- -0- K30 6-12 Mos 

50 -0- 1 Mo 

100000 40000 1 Mo 
5000 -0- 1 Mo 

-0- -o- 6-12 Mos 

-0- -0- N30 2-3 Mos 

500 -0- 1 Mo 

2500 -o- N30 1 MQ 

250 50 1 Mo 

-0- -o- 4-5 Mos 

-0- -o- 6-12 Mos 

500 -0- N30 1 MO 

-0- -o- 6-12 Mos 

-0- -0- 6-12 MOS 

-0- -0- 6-12 Mos 

-0- -o- 6-12 MOS 

-0- -0 - 1 Mo 

2500 2500 
-0- -0- N3 0 6-12 Mos 

-0- -0- 6-12 Mos 

-3-
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Ppt 750 -0- -0- 6-12 Mos 
Ppt 250 250 -0- 1 MO 
Ppt 250 -0- -0- 6-12 Mos 
Ppt 100 4-5 Mos 
Ppt 50 6-12 Mos 
Ppt-Slow 60 7500 -0- -0- 6-12 Mos 
(071) 50 1 Mo 

S a t i s f a c t o r y . 
(072) 50 6-12 MOS 

S a t i s f a c t o r y . 
(073) 50 1 Mo 

S a t i s f a c t o r y . 
06/02 Ppt 1000 1000 -0- 1 Mo 

Slow 15 500 500 500 
(076) 750 6-12 Mos 

S a t i s f a c t o r y . 
•05/02 Slow 20 2500 -0- -0- 6-12 Mos 
03/02 Slow 10 7500 -0- -0- 6-12 Mos 
01/02 Slow 35 100 -0- -0- 6-12 Mos 
12/01 (080) Sales COD 6-12 Mos 

* Payment experiences r e f l e c t how b i l l s are met i n r e l a t i o n t o the 
cerms granted. I n some instances payment beyond terms can be the 
r e s u l t of disputes over merchandise, skipped i n v o i c e s etc. 

* Each experience shown represents a separate account r e p o r t e d by a 
s u p p l i e r . Updated trade experiences replace chose p r e v i o u s l y 
r e p o r t e d . 

STATEMENT UPDATE 
08/16/02 The p r e v i o u s l y r e p o r t e d f i n a n c i a l i n f o r m a t i o n i s the most 

a p p l i c a b l e f o r r a t i n g purposes a t t h i s time and w i l l t h e r e f o r e 
continue t o be u t i l i z e d . 

I n t e r i m Consolidated statement dated JUN 30 2002: 
Cash $ 522,000,000 Accts Pay $ 

521,000,000 
74,000,000 

Accts Rec 
In v e n t o r y 
Accounts & Notes 
Receivable-Other 
Due From 
Unconsolidated 
A f f i l i a t e s 
Trading Assets 
Fixed-Price 
Cont/Other 
D e r i v a t i v e s 
Other Curr Assets 

Curr Assets 
F i x t & Equip 
T o t a l 
Investments & 
Other Assets 

104,000,000 

54,000,000 
681,000,000 

7,000,000 
369,000,000 

332,000,000 
511,000,000 

Short-Term Debt 
Taxes 
L.T. L i a b - ( l y r ) 
Accounts Payable-
Other 
Deferred Income 
Taxes 
Other Curr Liabs 

604,000,000 
423,000,000 

7,000,000 
284,000,000 

66 , 000,000 

14,000,000 
377,000,000 

4,269,000,000 

Curr Liabs 
Long-Term Debt 
Tot Deferred 
C r e d i t s & Other 
Liabs 
L.T. Liab-Other 
COMMON STOCK 
DEF COMPENSATION 
RELATING TO ESOP 
RETAINED EARNINGS 
ACCUM OTHER 
COMPREHENSIVE 
LOSS 

Tota l 

6,775,000,000 
3,902,000,000 

3,338,000,000 
404,000,000 

1,446,000,000 

(34,000,000) 
1,665,000,000 

(384,000,000) 

17,112,000,000 Total Assets 17,112,000,000 
From JAN 01 2002 to JUN 30 2002 sales $2,954,000,000; cost of 

goods s o l d $729,000,000. Gross p r o f i t $2,225,000,000; op e r a t i n g 
expenses $1,742,000,000. Operating income $483,000,000; ot h e r income 
$51,000,000; o t h e r expenses $165,00 0,000; net income before taxes 
$369,000,000; Federal income tax $76,000,000; net income $293,000,000. 

Statement obtained from S e c u r i t i e s And Exchange Commission. 
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Extent o f a u d i t , i f any, not i n d i c a t e d . 
- - 0 - -

Fixed assets shown net less $6,825,000,000 d e p r e c i a t i o n . 
Explanations: Other c u r r e n t assets c o n s i s t of Regulatory assets 
a r i s i n g from f i x e d - p r i c e c o n t r a c t s and other d e r i v a t i v e s , Other 
r e g u l a t o r y assets and Other; Other c u r r e n t l i a b i l i t i e s c o n s i s t of 
Trading l i a b i l i t i e s , Dividends and i n t e r e s t payable, Regulatory 
balancing accounts-net. Regulatory l i a b i l i t i e s . Fixed-price c o n t r a c t s 
and other d e r i v a t i v e s and Other; Other long term l i a b i l i t i e s c o n s i s t 
of P r eferred stock of s u b s i d i a r i e s and Mandatorily redeemable t r u s t 
p r e f e r r e d s e c u r i t i e s . 

FINANCE 
07/17/02 

Curr Assets 
Curr Liabs 
Current Ratio 
Working C a p i t a l 
Other Assets 
LT L i a b i l i t i e s 
Worth 
Sales 
Net Income (Loss) 
Dep & Amort 
I n t e r e s t Expense 
Cash Prov (Used) Opl,188,000,000 
C a p i t a l 

Expenditures 589,000,000 
F i s c a l Consolidated statement 

F i s c a l 
Consolidated 
Dec 31 1999 

3,040,000,000 
3,327,000,000 

0 . 91 
(287,000,000) 
8,230,000,000 
4,957,000,000 
2,986,000,000 
5,435,000,000 

394,000,000 
879,000,000 
229,000,000 

Cash 
Accts Rec 
Inventory 
Accts & Notes 
Rec-Other 
Due From 
Unconsolated 
A f f i l 
Income Taxes 
Receivable 
Energy Trading 
Assets 
Other Curr Assets 

Curr Assets 
F i x t & Equip 
Investments & 
Other Assets 

605,000,000 
660,000,000 
289,000,000 

130,000,000 

57,000,000 

98,000,000 

575,000,000 
394,000,000 

F i s c a l 
Consolidated 
Dec 31 2 000 

6,525,000,000 
7,490,000,000 

0.87 
(965,000,000) 
9,015,000,000 
5,556,000,000 
2,494,000,000 
7,037,000,000 

429,000,000 
563,000,000 
286,000,000 
882,000,000 

759,000,000 
dated DEC 31 2001 
Accts Pay 
Short-Term Debt 
L.T. L i a b - ( l y r ) 
Energy Trading 
L i a b i l i t i e s 
Regulatory 
Balancing 
Accounts 
Other Curr Liabs 

808 
217 

000,000 
000,000 

4,131,000,000 

Curr Liabs 
LT Debt 
Deferred C r e d i t s 
& Other Liabs 
L.T. Liab-Other 
COMMON STOCK 
ADJUSTMENTS 
RETAINED EARNINGS 
ACCUM COMP LOSS 

F i s c a l 
Consolidated 
Dec 31 20 01 

4,808,000,000 
5,524,000,000 

0 .87 
(716,000,000) 

10,348,000,000 
6,940,000,000 
2,692,000,000 
8,029,000,000 

518,000,000 
579,000,000 
323,000,000 
732,000,000 

10,680,000 

$ 702,000,000 
875,000,000 
242,000,000 

1,793,000,000 

660,000,000 
1, 252,000, 000 

5 , 524,000,000 
3,436,000,000 

3, 100,000, 000 
404,000,000 

1,495,000,000 
(36,000,000) 

1,475,000,000 
(242,000,000) 

15,156,000,000 Total Assets 15,156,000,000 T o t a l 
From JAN 01 2001 t o DEC 31 2001 annual sales 

$8,029,000,000. Gross p r o f i t $8,029,000,000; op e r a t i n g expenses 
$7,036,000,000. Operating income $993,000,000; ot h e r income 
$90,000,000; o t h e r expenses $3 52,000,000; net income before taxes 
$731,000,000; Federal income t a x $213,000,000. Net income 
$513,000,000. Retained earnings at s t a r t $1,162,000. Net income 
$518,000; di v i d e n d s $205,000; r e t a i n e d earnings a t end 
$1,475,, 000 . 

Prepared from statement(s) by Accountant: D e l o i t t e & Touche LLP. 
ACCOUNTANTS OPINION: A review of the accountant's o p i n i o n 
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i n d i c a t e s the f i n a n c i a l statements meet g e n e r a l l y accepted accounting 
p r i n c i p l e s and t h a t the a u d i t contains no q u a l i f i c a t i o n s . 

--0--
Fixed assets shown net l e s s $6,589,000,000 d e p r e c i a t i o n . 

BALANCE SHEET EXPLANATIONS 
Investments and o t h e r assets i n c l u d e f i x e d - p r i c e c o n t r a c t s and 

other d e r i v a t i v e s , r e g u l a t o r y assets, nuclear-decommissioning t r u s t s , 
sundry and o t h e r miscellaneous investments. 

L i a b i l i t i e s - O t h e r i n c l u d e s p r e f e r r e d stock of s u b s i d i a r i e s , and 
mandatorily redeemable t r u s t p r e f e r r e d s e c u r i t i e s . 

Deferred c r e d i t s and o t h e r l i a b i l i t i e s i n c l u d e due t o 
unconsolidated a f f i l i a t e , customer advances f o r c o n s t r u c t i o n , 
po s t - r e t i r e m e n t b e n e f i t s o t h e r than pensions, d e f e r r e d income taxes, 
deferred investment t a x c r e d i t s , f i x e d - p r i c e c o n t r a c t s , r e g u l a t o r y 
l i a b i l i t i e s and miscellaneous d e f e r r e d c r e d i t s and l i a b i l i t i e s . 

Long Term Debt i n c l u d e s F i r s t Mortgage Bonds, unsecured long term 
debt. Rate-reduction bonds, notes payable. Employee Stock Ownership 
Plan, and debt i n c u r r e d t o acquire l i m i t e d p a r t n e r s h i p s . 

On JUL 17 2002 the Company, submitted the above f i g u r e s . 
SUMMARY OF STATEMENT OF CASH FLOWS ( f i s c a l year ended December 

31, 2001) .- Cash f l o w p r o v i d e d by (used i n ) o p e r a t i n g a c t i v i t i e s was 
$732,000,000. Cash p r o v i d e d by (used i n ) i n v e s t i n g a c t i v i t i e s was 
$.(1,039,000,000). Cash provided by (used in) f i n a n c i n g a c t i v i t i e s was 
$275,000,000- Cash and cash eq u i v a l e n t s decreased $(32,000,000) 
during f i s c a l 2001. 

Net cash p r o v i d e d by o p e r a t i n g a c t i v i t i e s t o t a l e d $732 m i l l i o n , 
$882 m i l l i o n and $1,188 m i l l i o n f o r 2001, 2000 and 1999, r e s p e c t i v e l y . 
The decrease i n cash flows from o p e r a t i n g a c t i v i t i e s i n 2001 compared 
to 2000 was p r i m a r i l y the r e s u l t of balancing account a c t i v i t y at 
SoCalGas. This i n c l u d e d r e t u r n s of p r i o r o v e r c o l l e c t i o n s and the 
temporary e f f e c t s of higher-than-expected costs of n a t u r a l gas and 
p u b l i c purpose programs and lower-than-expected sales volumes. The 
SoCalGas a c t i v i t y was p a r t i a l l y o f f s e t by the increase i n 
o v e r c o l l e c t e d b a l a n c i n g accounts at San Diego Gas & E l e c t r i c (SDG&E) 
and lower customer refunds p a i d by SDG&E i n 2001. 

ANALYSIS OF CONDITION: Sempra Energy r e f l e c t s a f a i r f i n a n c i a l 
assessment as of the c o n s o l i d a t e d December 31, 2001 f i s c a l statement. 
Measurements of l i q u i d i t y , the quick and current r a t i o s at 0.2 times 
and 0.9 times, r e s p e c t i v e l y . The Company maintained a d e f i c i t working 
c a p i t a l of $(716.0 m i l l i o n ) i n 2001 compared t o $(965.0 m i l l i o n ) i n 
2000. This improvement i n 2001 was due p r i m a r i l y t o an increase i n net 
worth, an increase i n t o t a l d e f e r r e d c r e d i t s and o t h e r l i a b i l i t i e s and 
an increase i n long term debt, and was p a r t i a l l y o f f s e t by an increase 
i n t o t a l investments and o t h e r assets and f i x e d assets. A d e f i c i t 
working c a p i t a l i s not uncommon f o r t h i s i n d u s t r y , which i s dependent 
on e x t e r n a l f i n a n c i n g t o support c a p i t a l expenditures and other 
investments. 

At December 31, 2001, the Company had a v a i l a b l e $605 m i l l i o n i n 
cash and $2.5 b i l l i o n i n unused, committed l i n e s of c r e d i t . Management 
believes these amounts, cash flows from operations and new s e c u r i t y 
issuances w i l l be adequate to finance c a p i t a l expenditures, 
shareholder d i v i d e n d s , any new business a c q u i s i t i o n s or s t a r t - u p s , and 
other commitments. 

At the C a l i f o r n i a u t i l i t i e s , cash flows from operations and new 
s e c u r i t i e s issuances are expected t o be adequate to meet u t i l i t y 
c a p i t a l expenditure requirements and provide s i g n i f i c a n t funds to the 
company, which the company can apply toward shareholder d i v i d e n d 
requirements and o t h e r needs. 

The Company's t o t a l debt t o e q u i t y r a t i o at 4.6 t o 1 i s heavier 
than the i n d u s t r y average, but i s considered manageable. 

Net income f o r 2001 increased t o $518 m i l l i o n , or $2.52 per 
d i l u t e d share of common stock, from $429 m i l l i o n , or $2.06 per d i l u t e d 
share of common stock, i n 2000. The $89 m i l l i o n increase i n net income 
was p r i m a r i l y due t o higher earnings achieved by Sempra Energy Trading 
(SET), as a r e s u l t of higher v o l a t i l i t y i n energy markets during the 
f i r s t h a l f of 2001 and a s u b s t a n t i a l increase i n t r a d i n g volumes. Also 
c o n t r i b u t i n g t o the increase was a $20 m i l l i o n a f t e r - t a x g a i n on the 
sale of Energy America i n 2001, and the e f f e c t i n 2000 of a $30 
m i l l i o n a f t e r - t a x charge at SG&E f o r r e g u l a t o r y issues. These f a c t o r s 
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were p a r t i a l l y o f f s e t by lower income generated a t Sempra Energy 
Resources (SERl and Sempra Energy I n t e r n a t i o n a l (SEI). 

The Company's net worth increased t o $2.7 b i l l i o n i n 2001 over 
$2.5 m i l l i o n i n 2000. This increase was due mainly Co the r e t e n t i o n of 
earnings and p a r t i a l l y o f f s e t by f o r e i g n - c u r r e n c y t r a n s l a t i o n losses 
and common stock dividends. 

PUBLIC FILINGS 

The f o l l o w i n g data i s f o r i n f o r m a t i o n purposes only and i s not the 
o f f i c i a l r ecord. C e r t i f i e d copies can on l y be obtained from the 
o f f i c i a l source. 

I f i t i s i n d i c a t e d t h a t t h e r e are defendants other than the 
re p o r t s u b j e c t , the l a w s u i t may be an a c t i o n t o c l e a r t i t l e 
t o p r o p e r t y and does not n e c e s s a r i l y imply a c l a i m f o r money 
against the s u b j e c t . 

* * * SUIT(S) * * * 

CASE NO.: 02V03365 
SUIT AMOUNT: $1,603 
PLAINTIFF: INVELJ INC. 
DEFENDANT: SEMPRA ENERGY INC-

and OTHERS 
CAUSE: NOT AVAILABLE 
WHERE FILED: LOS ANGELES COUNTY SMALL CLAIMS 

COURT/VAN NUYS BRANCH, VAN NUYS 
CA 

STATUS: Pending 
DATE STATUS ATTAINED: 
DATE FILED: 
LATEST INFO RECEIVED: 

03/27/2002 
03/27/2002 
04/15/2002 

CASE NO.: SC113076 
SUIT AMOUNT: $527 
PLAINTIFF: 

DEFENDANT: 

CAUSE : 
WHERE FILED: 

RUDOLPH DEAN 
CW DEAN RECORD CITY 
SEMPRA ENERGY ATT: THOMAS 
SANGER 
Breach of c o n t r a c t 
SAN DIEGO COUNTY SMALL CLAIMS 
COURT/SAN DIEGO, SAN DIEGO, CA 

STATUS: Judgment f o r defendant 
DATE STATUS ATTAINED: 04/12/2001 
DATE FILED: 03/08/2001 
LATEST INFO COLLECTED: 04/18/2001 

CASE NO.: SC013 897 
SUIT AMOUNT: $5^000 
PLAINTIFF: STEPHEN DAVID REICHBART 
DEFENDANT: SEMPRA ENERGY ATT: DEAN LE 

BRECHT 
CAUSE: Negligence 
WHERE FILED: SAN DIEGO COUNTY SMALL CLAIMS 

COURT/SAN DIEGO, SAN DIEGO, CA 

STATUS: Judgment f o r p l a i n t i f f 
DATE STATUS ATTAINED: 08/02/2000 
DATE FILED: 06/23/2000 
LATEST INFO COLLECTED: 08/03/2000 

CASE NO.: 701594 
SUIT AMOUNT: $5,000 
PLAINTIFF: DOROTHY LAZENBY 
DEFENDANT: SEMPRA ENERGY 

and OTHERS 
IAUSE: Motor v e h i c l e i n j u r y 
1HERE FILED: SAN DIEGO COUNTY SMALL CLAIMS 

COURT/SAN DIEGO, SAN DIEGO, CA 

STATUS: Judgment f o r defendant 
DATE STATUS ATTAINED: 10/18/1999 
DATE FILED: 09/08/1999 
LATEST INFO COLLECTED-. 10/20/1999 

:ASE NO. : 700335 
SUIT AMOUNT: $663 
'LAINTIFF: 

>EFEN0ANT: 

.AUSE: 

JAMES T FINN 
GAYLE LASLIE FINN 
SEMPRA ENERGY 
and OTHERS 
Negligence 

STATUS: Judgment f o r defendant 
DATE STATUS ATTAINED: 10/20/1999 
DATE FILED: 08/05/1999 
LATEST INFO COLLECTED-. 03/20/2000 

'HERE FILED: SAN DIEGO COUNTY SMALL CLAIMS 
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COURT/SAN DIEGO, SAN DIEGO, CA 

CASE NO.: 695318 
SUIT AMOUNT: 
PLAINTIFF: 
DEFENDANT: 
CAUSE: 
WHERE FILED: 

$524 
GARY HOLTWICK 
SEMPRA ENERGY 
Debt, non-payment 
SAN DIEGO COUNTY SMALL CLAIMS 
COURT/SAN DIEGO, SAN DIEGO, CA 

STATUS: Judgment f o r p l a i n t i f f 
DATE STATUS ATTAINED: 04/21/1999 
DATE FILED: 04/21/1999 
LATEST INFO COLLECTED: 06/03/1999 

* * LIEN(S) * * * 

DOCKET N O . ; 026905128 
AMOUNT: $ 1 , 3 2 7 
TYPE:, S t a t e T a x 
FILED BY: STATE TAX COMMISSION 
AGAINST: SEMPRA ENERGY 
•WHERE FILED: SALT LAKE COUNTY '3RD DISTRICT 

COURT, SALT LAKE CITY, UT 

STATUS -. withdrawn 
DATE STATUS ATTAINED: 
DATE"FILED: 
LATEST INFO RECEIVED: 

04/22/2002 
03/18/2002 
05/02/2002 

* * * UCC FILING(S) * * * 

COLLATERAL: Negotiable instruments i n c l u d i n g proceeds and products - F i x t u r e s 
i n c l u d i n g proceeds and products - B u i l d i n g ( s ) i n c l u d i n g proceeds 
and products - Equipment i n c l u d i n g proceeds and products 
0027061132 DATE FILED: 09/25/2000 
O r i g i n a l LATEST INFO RECEIVED: 10/10/2000 
FIRST SECURITY TRUST COMPANY OF FILED WITH: SECRETARY OF 
NEVADA, AS ADMINISTRATIVE AGENT, STATE/UCC DIVISION, 
LAS VEGAS, NV CA 
SEMPRA ENERGY RESOURCES 

FILING NO: 
TYPE: 
SEC. PARTY 

DEBTOR: 

Th i s data i s f o r i n f o r m a t i o n a l purposes o n l y , c e r t i f i c a t i o n can only be 
o b t a i n e d through the Sacramento O f f i c e of the C a l i f o r n i a Secretary of S t a t e . 

COLLATERAL: Negotiable instruments and proceeds 
FILING NO: 
TYPE: 
SEC• PARTY: 

DEBTOR: 

0110961103 
O r i g i n a l 
GENERAL ELECTRIC CAPITAL 
CORPORATION, AS ADMINISTRATIVE 
AGENT, STAMFORD, CT 
SEMPRA ENERGY GLOBAL ENTERPRISES 

DATE FILED: 04/18/2001 
LATEST INFO RECEIVED: 05/07/2001 
FILED WITH: SECRETARY OF 

STATE/UCC DIVISION, 
CA 

Th i s data i s f o r i n f o r m a t i o n a l purposes o n l y , c e r t i f i c a t i o n can only be 
o b t a i n e d through the Sacramento O f f i c e of the C a l i f o r n i a Secretary of State-

COLLATERAL-. Negotiable instruments and proceeds - F i x t u r e s and proceeds -
B u i l d i n g ( s ) and proceeds - Equipment and proceeds 

FILING NO: 0027061139 
TYPE: O r i g i n a l 
SEC. PARTY: FIRST SECURITY TRUST COMPANY OF 

NEVADA AS AGENT, LAS VEGAS, NV 
DEBTOR: SEMPRA ENERGY RESOURCES 

DATE FILED: 09/25/2000 
LATEST INFO RECEIVED: 10/10/2000 
FILED WITH: SECRETARY OF 

STATE/UCC DIVISION, 
CA 

This data i s f o r i n f o r m a t i o n a l purposes o n l y , c e r t i f i c a t i o n can only be 
obtained' through the Sacramento O f f i c e of the C a l i f o r n i a Secretary of St a t e . 

COLLATERAL: Negotiable instruments and proceeds - Account(s) and proceeds -
Equipment and proceeds - General i n t a n g i b l e s ( s ) and proceeds - and 
OTHERS 

FILING NO: 
'YPE : 
:EC. 

•EBTOR: 

9906760248 
O r i g i n a l 

PARTY: JOHN HANCOCK MUTUAL LIFE 
INSURANCE COMPANY, BOSTON, MA 
SEMPRA ENERGY FINANCIAL 

DATE FILED: 03/03/1999 
LATEST INFO RECEIVED: 03/12/1999 
FILED WITH: SECRETARY OF 

STATE/UCC DIVISION, 
CA 

h i s data i s f o r i n f o r m a t i o n a l purposes only, c e r t i f i c a t i o n can only be 
b t a i n e d through the Sacramento O f f i c e of the C a l i f o r n i a Secretary of s t a t e . 
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COLLATERAL: Negotiable instruments and proceeds - Account(s) and proceeds -
Assets and proceeds - Equipment and proceeds - and OTHERS 

FILING NO: 9902760650 DATE FILED: 01/26/1999 
TYPE': O r i g i n a l LATEST INFO RECEIVED: 02/05/1999 
SEC. PARTY: JOHN HANCOCK MUTUAL LIFE FILED WITH: SECRETARY OF 

INSURANCE COMPANY, BOSTON, MA STATE/UCC DIVISION, 
DEBTOR: SEMPRA ENERGY FINANCIAL CA 

Th i s data i s f o r i n f o r m a t i o n a l purposes o n l y , c e r t i f i c a t i o n can on l y be 
o b t a i n e d through the Sacramento O f f i c e of the C a l i f o r n i a Secretary of State. 

COLLATERAL: Negotiable instruments and proceeds - Account(s) and proceeds -
Assets and proceeds - Equipment and proceeds - and OTHERS 

FILING NO: 9901360S85 DATE FILED: 01/11/1999 
TYPE: O r i g i n a l LATEST INFO RECEIVED: 01/21/1999 
SEC. PARTY: JOHN HANCOCK MUTUAL LIFE FILED WITH: SECRETARY OF 

INSURANCE COMPANY, BOSTON, MA STATE/UCC DIVISION, 
DEBTOR: SEMPRA ENERGY FINANCIAL CA 

This data i s f o r i n f o r m a t i o n a l purposes o n l y , c e r t i f i c a t i o n can on l y be 
o b t a i n e d through the Sacramento O f f i c e of the C a l i f o r n i a Secretary of State. 

COLLATERAL: Negotiable instruments and proceeds - Accounc(s) and proceeds -
Assets and proceeds - Equipment and proceeds - and OTHERS 

FILING NO: 9835560316 DATE FILED: 12/18/1998 
TYPE: O r i g i n a l LATEST INFO RECEIVED: 12/29/1998 
SEC - PARTY: JOHN HANCOCK MUTUAL LIFE FILED WITH: SECRETARY OF 

INSURANCE COMPANY, BOSTON, MA STATE/UCC DIVISION, 
DEBTOR -. SEMPRA ENERGY FINANCIAL CA 

This data i s f o r i n f o r m a t i o n a l purposes o n l y , c e r t i f i c a t i o n can on l y be 
o b t a i n e d through the Sacramento O f f i c e of the C a l i f o r n i a Secretary of State. 

COLLATERAL: Account (s) and proceeds - Assets and proceeds - General 
i n t a n g i b l e s (s) and proceeds - C h a t t e l paper and proceeds -
PARTNERSHIP INTEREST and proceeds 

FILING NO: 9909760317 DATE FILED: 04/06/1999 
TYPE': O r i g i n a l LATEST INFO RECEIVED: 04/14/1999 
SEC. PARTY: JOHN HANCOCK MUTUAL LIFE FILED WITH: SECRETARY OF 

INSURANCE COMPANY, BOSTON, MA STATE/UCC DIVISION, 
DEBTOR: SEMPRA ENERGY FINANCIAL CA 

This data i s f o r i n f o r m a t i o n a l purposes only, c e r t i f i c a t i o n can on l y be 
o b t a i n e d through the Sacramento o f f i c e of the C a l i f o r n i a Secretary of State. 

COLLATERAL: Leased F i x t u r e s - Leased Computer equipment - Leased Equipment 
FILING NO: 9920060593 DATE FILED: 07/09/1999 
TYPE: O r i g i n a l LATEST INFO RECEIVED: 07/29/1999 
3EC. PARTY: LCOA-MI INC., TROY, MI FILED WITH: SECRETARY OF 
DEBTOR: SEMPRA ENERGY STATE/UCC DIVISION, 

CA 

This data i s f o r i n f o r m a t i o n a l purposes only, c e r t i f i c a t i o n can only be 
obtained through the Sacramento O f f i c e of the C a l i f o r n i a Secretary of State. 

FILING NO: 
:YPE : 
LEC. PARTY: NEWCOURT FINANCIAL USA, I N C , 

.SSIGNEE,: 
•EBTOR: 

9920060593 
Assignment 
NEWCOURT FINANCIAL USA, 
CHICAGO, I L 
NO NAME AVAILABLE 
SEMPRA ENERGY 

DATE FILED: 10/28/1999 
LATEST INFO RECEIVED: 11/22/1999 
ORIG. UCC FILED: 07/09/1999 
ORIG. FILING NO: 9920060593 
FILED WITH: SECRETARY OF 

STATE/UCC DIVISION, 
CA 

h i s data i s f o r i n f o r m a t i o n a l purposes o n l y , c e r t i f i c a t i o n can on l y be 
b t a i n e d through the Sacramento O f f i c e of the C a l i f o r n i a Secretary of State. 

OLLATERAL: RIGHT, TITLE AND INTEREST and proceeds 
ILINC3 NO: 020039545785 DATE FILED: 08/06/2002 
YPE: O r i g i n a l LATEST INFO RECEIVED: 08/15/2002 
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SEC. PARTY: HAMNON ARMSTRONG MULTI-ASSET 
INFRASTRUCTURE TRUST C/O THE 
BANK OF NEW YORK, AS AGENT, NEW 
YORK, NY 
HANNIE MAE LLC, ANNAPOLIS, MD 

DEBTOR: SEMPRA ENERGY SERVICES COMPANY 

FILED WITH: SECRETARY OF 
STATE/UCC DIVISION, 
TX 

There are a d d i t i o n a l UCC's i n D&B' s f i l e on t h i s company-
a v a i l a b l e by c o n t a c t i n g 1-800-234-38S7. 

The p u b l i c record items contained i n t h i s r e p o r t may have been 
paid, terminated, vacated or released p r i o r t o the date t h i s 
r e p o r t was p r i n t e d . 

BANKING 
08/02 Account(s) averages medium 4 f i g u r e s . Account open 1-3 years. 

{Same bank)Account(s) averages high 5 f i g u r e s . Account open 1-3 
years. 

(Same bank)Account(s) averages low 4 f i g u r e s . Account open over 
3 years. 

(Same bank)Account (s) averages medium 5 f i g u r e s . Account open 
over 3 years. 

(Same bank)Account (s) averages moderate 5 f i g u r e s . Account open 
over 3 years. 

JULY 2002: At December 31, 2001, Sempra Energy Global 
Enterprises ( G l o b a l ) , the parent company f o r most of Sempra Energy's 
s u b s i d i a r i e s o t h e r than the C a l i f o r n i a u t i l i t i e s , had a $1.2 b i l l i o n 
syndicated r e v o l v i n g l i n e of c r e d i t guaranteed by Sempra Energy. The 
r e v o l v i n g c r e d i t commitment expires i n September 2002, at which time 
then outstanding borrowings may be converted t o a one-year term loan. 
The agreement r e q u i r e s Sempra Energy t o maintain a d e b t - t o - t o t a l 
c a p i t a l i z a t i o n r a t i o (as d e f i n e d i n the agreement) of not to exceed 65 
percent. Under t h i s r a t i o Sempra Energy and i t s s u b s i d i a r i e s could 
have issued i n excess of $2 b i l l i o n of a d d i t i o n a l debt at December 31, 
2001. 

Borrowings under the agreement would bear i n t e r e s t at rates 
v a r y i n g w i t h market r a t e s and Sempra Energy's c r e d i t r a t i n g . Global's 
l i n e of c r e d i t was unused at December 31, 2001, and i s a v a i l a b l e t o 
support commercial paper and v a r i a b l e - r a t e long-term debt. Global had 
$705 m i l l i o n and $401 m i l l i o n of commercial paper, guaranteed by 
Sempra Energy, o u t s t a n d i n g a t December 31, 2001 and 2000, 
r e s p e c t i v e l y . 

At December 31, 2001, SDG&E had $250 m i l l i o n of r e v o l v i n g l i n e s 
o f c r e d i t , which i s a v a i l a b l e t o support commercial paper and 
v a r i a b l e - r a t e long-term debt. The r e v o l v i n g c r e d i t commitments on $50 
m i l l i o n and $200 m i l l i o n of these l i n e s expire i n J u l y 2002 and August 
2002, r e s p e c t i v e l y , at which time then outstanding borrowings may be 
converted i n t o term loans of one and two years, r e s p e c t i v e l y . 
Borrowings under the l i n e s would bear i n t e r e s t at r a t e s varying w i t h 
market r a t e s and SDG&E's c r e d i t r a t i n g . These r e v o l v i n g l i n e s of 
c r e d i t were unused at December 31, 2001 and 2000. 

At December 31, 2001, SoCalGas had a $170 m i l l i o n syndicated 
r e v o l v i n g l i n e of c r e d i t , which i s a v a i l a b l e to support commercial 
paper. Borrowings under the agreement, which expires on May 26, 2002, 
would bear i n t e r e s t a t r a t e s v a r y i n g w i t h market r a t e s and SoCalGas' 
c r e d i t r a t i n g . The agreement r e q u i r e s SoCalGas t o maintain a 
d e b t - t o - t o t a l c a p i t a l i z a t i o n r a t i o (as defined i n the agreement) of 
not to exceed 65 percent. At December 31, 2001, SoCalGas had $50 
m i l l i o n of commercial paper outstanding. The r e v o l v i n g l i n e of c r e d i t 
was unused at December 31, 2001 and 2000. 

At December 31, 2001, SER had a syndicated $400 m i l l i o n , 
three-year r e v o l v i n g l i n e of c r e d i t , guaranteed by Sempra Energy, 
p r i m a r i l y t o fina n c e power p l a n t and gas p i p e l i n e c o n s t r u c t i o n 
p r o j e c t s . The agreement r e q u i r e s t h a t Sempra Energy maintains a 
d e b t - t o - t o t a l c a p i t a l i z a t i o n r a t i o (as defined i n the agreement) of 
not to exceed 65 percent. SER1s l i n e of c r e d i t was unused at December 
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31, 2001. This agreement expires i n August 2004 and borrowings bear 
i n t e r e s t a t r a t e s v a r y i n g w i t h market r a t e s and Sempra Energy's c r e d i t 
r a t i n g . I n January 2002, SER borrowed $200 m i l l i o n of the c r e d i t l i n e 
t o fund i t s c o n s t r u c t i o n a c t i v i t i e s -

At December 31, 2001, PE had a $500 m i l l i o n two-year r e v o l v i n g 
l i n e of c r e d i t , guaranteed by Sempra Energy, f o r the purpose of 
p r o v i d i n g loans t o Global. The r e v o l v i n g c r e d i t commitment e x p i r e s i n 
A p r i l 2003, a t which time then o u t s t a n d i n g borrowings may be converted 
i n t o a two-year term loan. 

HISTORY 
07/17/02 

STEPHEN L BAUM, CHB-PRES-CEO+ JOHN R LIGHT, EX V PRES-GEN 
COUNSEL 

NEAL E SCHMALE, EX V PRES-CFO FRANK H. AULT, SR V PRES-
CONTROLLER 

DIRECTOR(S): The o f f i c e r s i d e n t i f i e d by (+) and Hyla Bertea, James G-
BrocJtsmith J r , Herbert L. Carter, W i l f o r d D. Godbold, J r , Richard A 
C o l l a t o , W i l l i a m D Jones, W i l l i a m D Jones, Ralph R Ocampo, W i l l i a m G 
Ouchi, Thomas C S t i c k e l , Diana L Walker, W i l l i a m C Rusnack and W i l l i a m 
P Rutledge. 

* * * CORPORATE AND BUSINESS REGISTRATIONS * * * 
REPORTED BY THE SECRETARY OF STATE 

OR OTHER OFFICIAL SOURCE AS OF 09/06/2002 

This data i s f o r i n f o r m a t i o n a l purposes only, c e r t i f i c a t i o n can on l y 
be obtained through the Sacramento O f f i c e of the C a l i f o r n i a S e c r e t a r y 
of State. 

REGISTERED NAME: SEMPRA ENERGY 

CORPORATION TYPE: PROFIT FILING DATE: 10/11/1996 
BUSINESS TYPE: CORPORATION 
REGISTRATION ID #: C1991515 

STATE OF ORGANIZATION (INCORPORATION): CALIFORNIA 
DATE OF ORGANIZATION (INCORPORATION) : 10/11/1996 

STATUS: ACTIVE 

WHERE FILED: SECRETARY OF STATE/CORPORATIONS DIVISION, SACRAMENTO, CA 

REGISTERED AGENT: THOMAS C SANGER, 101 ASH ST, SAN DIEGO, CA 
92101-3017 

PRINCIPALS: STEPHEN L BAUM, PRESIDENT, 101 ASH ST, SAN DIEGO, CA 
92101-3017 

OUTSTANDING COMMON SHARES: At December 31, 2001, there were 
204,475,362 common shares ou t s t a n d i n g . 

Business s t a r t e d 1996. 
This e n t i t y was l a t e r r e s t r u c t u r e d through the $6.2 b i l l i o n 

merger of P a c i f i c E n t e r p r i s e s and Enova Corporation on Jun 26 1998. 
As a r e s u l t of the combination, P a c i f i c Enterprises and Enova became 
s u b s i d i a r i e s of Sempra Energy, a new h o l d i n g company, and t h e i r common 
shareholders became shareholders of Sempra Energy. P a c i f i c 
E n t e r p r i s e s ' common shareholders r e c e i v e d 1.5038 shares of Sempra 
Energy's common stock f o r each share of P a c i f i c Enterprises common 
stock and Enova common shareholders recieved one share of Sempra 
Energy common stock f o r each share of Enova common stock. 

This i s a p u b l i c l y held company. Stock i s traded on the Mew York 
Stock Exchange. T i c k e r Symbol "SRE". At January 31, 2002, there were 
70,000 r e g i s t e r e d holders of the company's common stock and a t o t a l o f 

- 1 1 -



02-271-5408 [Sempra E n e i ^ ^ 

175,000 record holders. As of March 1, 2002, no ind iv idua l or 
corprorate en t i t y b e n e f i c i a l l y owned more than 5% of the common' 
shares. 

MANAGEMENT BACKGROUND 
STEPHEN L BLUM born 1941. 1963 Harvard U n i v e r s i t y , BA. 1966 

U n i v e r s i t y of V i r g i n i a Law School, LLB. 1969-78, C u r t i s , M a l l e t 
Prevost, Colt and Mosle. 1978-82 Orange and Rockland U t i l i t i e s I n c . 
1982-85 New York Power A u t h o r i t y - 1985 j o i n e d San Diego Gas & 
E l e c t r i c and Enova Corp. 

JOHN R LIGHT born 1942. 1998-present a c t i v e here. P r e v i o u s l y 
a c t i v e as a par t n e r i n the law f i r m of Latham & Watkins. 

NEAL E SCHMALE born 1947. 1997-present a c t i v e here. P r e v i o u s l y 
a c t i v e as CFO at Unocal C o r p o r a t i o n . 

FRANK H. AULT born 1945. Antecedents not a v a i l a b l e . 
HYLA H. BERTEA. Rea l t o r w i t h P r u d e n t i a l C a l i f o r n i a . 
JAMES G- BROCKSMITH, JR. Independent f i n a n c i a l c o n s u l t a n t and 

the former Deputy Chairman and Chief Operating O f f i c e r f o r the U.S. 
operations of KPMG Peat Marwick LLP. 

HERBERT L. CARTER. He has served as President of C a l i f o r n i a 
s t a t e u n i v e r s i t y , Dominguez H i l l s , and Executive Vice Chancellor 
Emeritus and Trustee Professor of Public A d m i n i s t r a t i o n of the 
C a l i f o r n i a State U n i v e r s i t y System. 

RICHARD A. COLLATO. President and Chief Executive O f f i c e r of the 
YMCA of San Diego County. 

WILFORD D. GODBOLD, JR. I s the r e t i r e d President and Chief 
Executive O f f i c e r of ZERO Co r p o r a t i o n , an i n t e r n a t i o n a l manufacturer 
p r i m a r i l y o f enclosures and thermal management equipment f o r the 
e l e c t r o n i c s market. 

WILLIAM D. JONES. President and Chief Executive O f f i c e r and a 
d i r e c t o r of C i t y L i n k Investment Corporation. 

RALPH R. OCAMPO. He i s a p r a c t i c i n g surgeon, a former Governor 
of the American College of Surgeons, past President of the C a l i f o r n i a 
Medical A s s o c i a t i o n and a C l i n i c a l Professor of Surgery a t the 
U n i v e r s i t y o f C a l i f o r n i a , San Diego. 

WILLIAM G. OUCHI. He i s the Sanford and Betty S i g o l o f f Professor 
i n Corporate Renewal i n the Anderson Graduate School of Management a t 
UCLA. 

WILLIAM C. RUSNACK. U n t i l 2002 he was the President and Chief 
Executive O f f i c e r and a d i r e c t o r of Premcor, Inc., a p r i v a t e l y owned 
independent o i l r e f i n e r y . 

WILLIAM P. RUTLEDGE. Chairman of Communications and Power 
I n d u s t r i e s . 

THOMAS C. STICKEL. Chairman, Chief Executive O f f i c e r and founder 
of U n i v e r s i t y Ventures Network and V i r t u a l C a p i t a l of C a l i f o r n i a , LLC. 

DIANA L- WALKER. Partner and, since 1999, General Counsel of the 
law f i r m of O'Melveny & Myers LLP. 

PERATION 
7/17/02 Sempra Energy i s a C a l i f o r n i a - b a s e d Fortune 500 energy s e r v i c e s 

company whose p r i n c i p a l u t i l i t y s u b s i d i a r i e s are San Diego Gas & 
E l e c t r i c (SDG&E), which provides e l e c t r i c and n a t u r a l gas s e r v i c e i n 
San Diego County and southern Orange County, and Southern C a l i f o r n i a 
Gas Company (SoCalGas), the n a t i o n ' s l a r g e s t n a t u r a l gas d i s t r i b u t i o n 
u t i l i t y , s e r v i n g 18 m i l l i o n customers through 5 m i l l i o n meters 
throughout most of Southern C a l i f o r n i a and part of c e n t r a l C a l i f o r n i a . 
Together, the two u t i l i t i e s (the C a l i f o r n i a u t i l i t i e s ) serve 
approximately 21 m i l l i o n customers through 7 m i l l i o n meters. 

I n a d d i t i o n , Sempra Energy owns and operates other r e g u l a t e d and 
unregulated s u b s i d i a r i e s , Sempra Energy Global Enterprises (Global) i s 
the holding company f o r most of these businesses, p r i m a r i l y c o n s i s t i n g 
of the f o l l o w i n g : Sempra Energy Trading (SET) i s engaged i n the 
wholesale t r a d i n g and marketing of n a t u r a l gas, power, petroleum and 
other commodities. Sempra Energy Resources (SER) develops power p l a n t s 
•and n a t u r a l gas storage, p r o d u c t i o n and t r a n s p o r t a t i o n f a c i l i t i e s 
w i t h i n the U n i t e d States and the adjacent p o r t i o n of Mexico. Sempra 
Energy I n t e r n a t i o n a l (SEI) develops, operates and in v e s t s i n 
e n e r g y - i n f r a s t r u c t u r e systems, p r i m a r i l y i n L a t i n America. Sempra 
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Energy S o l u t i o n s (SES) provides an i n t e g r a t e d mix of r e t a i l energy 
services, i n c l u d i n g f a c i l i t y management, supply and p r i c e - r i s k 
management, energy e f f i c i e n c y , energy-asset management and 
i n f r a s t r u c t u r e ownership. 

Sempra Energy F i n a n c i a l (SEF) i n v e s t s i n l i m i t e d p a r t n e r s h i p s , 
which own 1,300 aff o r d a b l e - h o u s i n g p r o p e r t i e s throughout the Uni t e d 
States, Puerto Rico and the V i r g i n I s l a n d s . Through other 
s u b s i d i a r i e s , the company i s i n v o l v e d i n other energy-related products 
and services. 
P r i n c i p a l u t i l i t y b i l l i n g s net 30 days. S e l l s t o r e s i d e n t i a l , 
commercial and i n d u s t r i a l accounts. U t i l i t y customers: 6 m i l l i o n . 
T e r r i t o r y : Southern C a l i f o r n i a . 
Nonseasonal. 

EMPLOYEES: 11,511 which includes o f f i ' c e r ( s ) . 1,000 employed 
here. 

FACILITIES: Shares 439,000 sq. f t . i n a 21 s t o r y s t e e l b u i l d i n g . 
LOCATION: Ce n t r a l business s e c t i o n on main s t r e e t . 
BRANCHES: This business has m u l t i p l e branches, d e t a i l e d branch 

i n f o r m a t i o n i s a v a i l a b l e i n D&B's l i n k a g e or f a m i l y tree products. 
S U B S I D I A R I E S : the more important are l i s t e d below. 

At Dec 31 2001, the Company had m u l t i p l e s u b s i d i a r i e s . D e t a i l e d 
s u b s i d i a r y i n f o r m a t i o n i s a v a i l a b l e i n D&B's li n k a g e or f a m i l y t r e e 
products. 
10-09(5VD /001) 99999 098184184 H 

FULL DISPLAY COMPLETE 
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COPYRIGHT 2002 DUN & BRADSTREET INC. - PROVIDED UNDER CONTRACT 
FOR THE EXCLUSIVE USE OF SUBSCRIBER 264-710368L. 

*IN DATE* 

DUNS; 9 6 - 8 2 5 - 4 2 7 6 
SEMPRA ENERGY SOLUTIONS INC 

(SUBSIDIARY OF SEMPRA 
ENERGY (INC) , SAN DIEGO, CA) 

101 ASH ST 
AND BRANCH(ES) OR DIVISION(S) 
SAN DIEGO CA 92101 

TEL: 619 696-2034 

DATE PRINTED 
OCT 09 2002 

GAS & ELECTRIC 
ENERGY SALES; 
ENERGY EFFICIENCY 
PROGRAMS; CENTRAL 
PLANT MANAGEMENT 

SUMMARY 

SIC NOS. 
49 22 49 11 
87 41 

RATING 5A3 

STARTED 
WORTH F 
EMPLOYS 
HISTORY 
FINANCIAL 
CONDITION STRONG 

1997 
$163,700,000 
400(100 HERE) 
CLEAR 

87 42 

CHIEF EXECUTIVE: ROBERT DICKERMAN, PRESIDENT 

SPECrAL 
EVENTS 
09/16/02 As of September 18, 2002 a search of D & B's Public record 

Database, c o n t a i n i n g m i l l i o n s of s u i t s , l i e n s , judgements and UCC's 
gathered from County, S t a t e and Federal F i l i n g l o c a t i o n s , y i e l d e d no 
l i e n s or judgements t o which Sempra Energy S o l u t i o n s Inc, San Diego, 
CA was named defendant or debtor. P u b l i c records received h e r e a f t e r 
w i l l be entered i n t o the P u b l i c Record Database and, i f matched t o a 
business i n f o r m a t i o n r e p o r t , w i l l d i s p l a y i n the Public Record's 
s e c t i o n . 

CUSTOMER SERVICE 

I f you have questions about t h i s r e p o r t , please c a l l our Customer Resource 
Center a t 1-800-234-3867 from anywhere w i t h i n the U.S. I f you are outside the 
U.S., c o n t a c t your l o c a l D&B o f f i c e . 

*** A d d i t i o n a l D e c i s i o n Support A v a i l a b l e *** 

A d d i t i o n a l D&B products, m o n i t o r i n g s e r v i c e s and s p e c i a l i z e d i n v e s t i g a t i o n s are 
a v a i l a b l e t o help you evaluate t h i s company or i t s i n d u s t r y . 
C a l l Dun & Bradstreet's Customer Resource Center a t 1-800-234-3867 from 
anywhere w i t h i n the U.S. o r v i s i t our website a t www. dnb. com. 

* * * SUMMARY ANALYSIS * * * 

The Summary Analysis s e c t i o n r e f l e c t s i n f o r m a t i o n i n D&B1 s f i l e as of 
Dctober 7, 2002. 

BATING SUMMARY . . . . 

The Rating was changed on J u l y 24, 2002 because che company submitted a 
Current f i n a n c i a l statement. The "5A" p o r t i o n of the Rating (the Rating 
C l a s s i f i c a t i o n ) i n d i c a t e s t h a t the company has a wor th i n excess of $50 
m i l l i o n . The "3" on the r i g h t (Composite C r e d i t Appraisal) i n d i c a t e s an 
o v e r a l l " f a i r " c r e d i t a p p r a i s a l . This c r e d i t a p p r a i s a l was assigned 
because the parent company has a Composite C r e d i t Appraisal of a "3". 
t t i s D&B's p o l i c y not t o r a t e a s u b s i d i a r y higher than i t s parent. 
Therefore, chis company a l s o has a Composite C r e d i t Appraisal of "3". 
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However, D&B1s assessment of Che company's June 30, 2002, abridged, 
i n t e r i m f i n a n c i a l statement i s " s t r o n g " . 

Below i s an overview of the company's D&B Rating(s) since 07/18/00: 

RATING DATE APPLIED 

5 A3 
1R3 

07/24/02 
07/18/00 

PAYMENT SUMMARY 

The Payment Summary s e c t i o n r e f l e c t s payment i n f o r m a t i o n i n D&B's f i l e as of 
the date of t h i s r e p o r t . 

The PAYDEX f o r t h i s company i s 63. 

This PAYDEX score i n d i c a t e s t h a t payments t o su p p l i e r s average 20 days beyond 
terms, weighted by d o l l a r amounts, when d o l l a r amounts are not considered, 
approximately 77% of the company's payments are w i t h i n terms. 

Below i s an overview of the company's d o l l a r - w e i g h t e d payments, segmented by 
i t s s u p p l i e r s ' p r i m a r y industries.-

TOTAL LARGEST % DAYS SLOW 
TOTAL DOLLAR HIGH W/IN 
RCV'D AMOUNTS CREDIT TERMS <31 31-60 61-90 91 + 

# $ $ % % % % % 

T o t a l i n D&B's f i l e 4 1 125,600 30,000 

Top 1!0 I n d u s t r i e s : 

1 R a d i o t e l e p h o n e commun 5 6,500 5, 000 62 38 _ 

2 N o n c l a s s i f i e d 5 5, 900 5, 000 100 - - -
3 Employment agency 3 8 , 500 5,000 100 - - -
4 M f g r e f r i g / h e a t e q u i p 2 27,500 25,000 45 - - 55 
5 M i s c b u s i n e s s s e r v i c e 2 5, 000 5,000 50 50 - -
6 R e t - d i r e c t s e l l i n g 1 30,000 30,000 100 - - -
7 M f g e n v i r o n m e n t c n t r l 1 10,000 10,000 - - 100 
8 Whol o f f i c e s u p p l i e s 1 7,500 7,500 50 - - 50 
9 C o a t i n g / e n g r a v e s v c s 1 5, 000 5,000 100 - - -

10 Whol c o m p u t e r s / s o f t w r 1 5, 000 5,000 - - 100 -

11 OTHER INDUSTRIES 15 12,900 2,500 49 51 - -

O t h e r Payment C a t e g o r i e s : 

Cash e x p e r i e n c e s 0 0 0 
Payment r e c o r d unknown 4 1, 800 1, 000 
U n f a v o r a b l e comments 0 0 0 
P l a c e d f o r c o l l e c t i o n 

w i t h D&B 0 0 
o t h e r 0 N/A 

The h i g h e s t "Wow Owes" on f i l e i s $5,000 
The h i g h e s t "Past Due" on f i l e i s $5,000 

D&B re c e i v e s nearly 400 m i l l i o n payment experiences each year. We ente r these 
new and updated experiences i n t o D&B Reports as t h i s i n f o r m a t i o n i s received. 

PAYMENTS (Amounts may be rounded t o nearest f i g u r e i n prescribed ranges! 

A n t i c - A n t i c i p a t e d (Payments received p r i o r to date of invoice) 
Disc - Discounted (Payments received w i t h i n trade discount oeriod) 

-2-



96-825-4276 [Sempra Ene S o l u t i o n s I n c ] 

Ppt - Prompt (Payments r e c e i v e d w i t h i n terms g r a n t e d ) 

REPORTED PAYING HIGH NOW PAST SELLING LAST SALE 
RECORD CREDIT OWES DUE TERMS WITHIN 

09/02 Ppt 5000 -0- -0- N3 0 6-12 Mos 
Ppt 250 -0- -0- N3 0' 6-12 Mos 
Ppt-Slow 30 5000 2500 -0- 1 Mo 
Ppt-Slow 30 250 250 100 N30 1 Mo 
Ppt-Slow 150+ 7500 5000 -0- N30 1 Mo 
(006) 50 4-5 Mo s 

S a t i s f a c t o r y 
(007) 50 6-12 Mos 

S a t i s f a c t o r y . 
08/02 Ppt 30000 100 -0- N30 1 Mo 

Ppt 5000 -0- -0- N3 0 6-12 Mos 
Ppt 2500 100 -0- N3 0 6-12 Mos 
Ppt 1000 -0- -0- N3 0 4-5 Mos 
Ppt 250 100 -0~ 1 Mo 
Ppt-Slow 3 0 5000 250 250 N3 0 2-3 Mos 
Ppt-Slow 120+ 25000 2500 -0- N30 1 Mo 
Slow 5 500 500 -0- 1 Mo 
Slow 3 0 2500 1000 1000 N3 0 2-3 Mos 
Slow 3 0 2500 -0- -0- N3 0 6-12 Mos 
Slow 60 10000 -0- -0- N3 0 6-12 Mos 

07/02 Ppt 5000 2500 -0- 1 Mo 
Ppt 2500 -0- -o- 1 Mo 
Ppt 500 100 -0- 1 Mo 
Ppt 250 50 -0- 1 Mo 
Ppt 100 6-12 Mos 
Ppt 50 -0- -0- 1 Mo 
(025) 50 2-3 Mos 

S a t i s f a c t o r y . 
06/02 Slow 60 5000 5000 5000 2-3 Mos 

Slow 120 2500 -0- -0- N30 6-12 Mos 
(028) 750 6-12 Mos 

S a t i s f a c t o r y . 
04/02 Ppt -0- 1 Mo 
02/02 Ppt 250 250 -0- N30 1 Mo 

(031) 500 -0- -0- 6-12 Mos 
01/02 Ppt 500 -0- -0- N30 4-5 Mos 
12 / 0 1 (033) 250 250 250 6-12 Mos 
11/01 Ppt 1000 1000 -0- 1 Mo 

Ppt 1000 500 -0- 1 Mo 
10/ 0 1 Ppt 500 500 -0- N3 0 1 Mo 

Ppt 250 250 -0- N30 1 Mo 
09/01 Slow 2 0 1000 -0- -0- 6-12 Mos 

(039) 50 50 -0- 2-3 Mos 
08/ 0 1 (040) 1000 -0- -0- 6-12 Mos 
07/01 Ppt 250 -0- -0- N30 6-12 Mos 

* Payment experiences r e f l e c t how b i l l s are met i n r e l a t i o n t o the 
terms granted. I n some instances payment beyond terms can be the 
r e s u l t of di s p u t e s over merchandise, skipped i n v o i c e s e tc. 

* Each experience shown represents a separate account reported- by a 
su p p l i e r . Updated trade experiences replace those p r e v i o u s l y 
reported. 

FINANCE 
09/18/02 

Curr Assets 
Curr Liabs 
Current Ratio 
Working C a p i t a l 
Other Assets 
Worth 
Long Term Liab 

Jun 
268, 
24, 

244 , 
219, 
163, 
299, 

I n t e r i m 
30 2002 
500,000 
300,000 

11 . 1 
200,000 
200,000 
700,000 
700,000 
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STATEMENT ITEM EXPLANATIONS 
The complete balance sheet was reviewed i n i t s e n t i r e t y and the 

above h i g h l i g h t s were e x t r a c t e d f o r p u b l i c a t i o n . 
There are i n t a n g i b l e s which represent g o o d w i l l . 
The statement includes no d e f e r r e d c r e d i t s . 
Contingencies: None. 
Non-current assets c o n s i s t of investments, notes rec f i x e d assets 

and o t h e r assets. 
Long term l i a b i l i t i e s c o n s i s t o f notes payable, payable to 

a f f i l l i a t e s and i n t e r e s t i n s u b s i d i a r i e s . 
CURRENT ASSETS: Consist of cash, notes rec e i v a b l e , accounts 

r e c e i v a b l e taxes r e c e i v a b l e , energy t r a d i n g assets, in v e n t o r y and 
other assets. 

CURRENT LIABILITIES: Consist of accounts payable, notes payable, 
taxes, energy t r a d i n g and due t o a f f i l i a t e s . 

LIQUIDITY: L i q u i d assets are s u f f i c i e n t t o cover 100% of c u r r e n t 
l i a b i l i t i e s . 

On JUL 23 2002 Mark Fisher, V P r e s / C o n t r o l l e r , submitted the 
above f i g u r e s . 

Dun & Br a d s t r e e t ' s usual p r a c t i c e i s not t o Rate a Subsidiary 
higher than i t s Parent. The Tangible Net Worth and f i n a n c i a l 
c o n d i t i o n of the Parent have been used as one f a c t o r i n Rating t h i s 
business. A copy o f the r e p o r t on the Parent i s a v a i l a b l e i f f u r t h e r 
i n f o r m a t i o n i s r e q u i r e d . 

PUBLIC FILINGS 

The f o l l o w i n g data i s f o r i n f o r m a t i o n purposes only and i s not the 
o f f i c i a l r e c o r d . C e r t i f i e d copies can on l y be obtained from the 
. o f f i c i a l source. 

* * SUIT(s) * * * 

CASE NO,: CV-02-2537 
SUIT AMOUNT: $18,776 
PLAINTIFF: ABQ ENERGY GROUP LTD 
DEFENDANT: SEMPRA ENERGY SOLUTIONS 
CAUSE: Breach of c o n t r a c t 
WHERE FILED: BERNALILLO COUNTY DISTRICT 

COURT, ALBUQUERQUE, NM 

STATUS: Pending 
DATE STATUS ATTAINED: 04/05/2002 
DATE FILED: 04/05/2002 
LATEST INFO COLLECTED: 04/16/2002 

* * * UCC FILING(S) * * * 

COLLATERAL: Leased E q u i p m e n t 
F I L I N G NO: 9912561139 
TYPE: O r i g i n a l 
S E C PARTY: LCOA- M I I N C , TROY, MI 
DEBTOR: SEMPRA ENERGY SOLUTIONS CENTRAL 

PLANTS 

DATE FILED: 04/30/1999 
LATEST INFO RECEIVED: 05/13/1999 
FILED WITH: SECRETARY OF 

STATE/UCC DIVISION, 
CA 

This data i s f o r i n f o r m a t i o n a l purposes only, c e r t i f i c a t i o n can only be 
ob t a i n e d through the Sacramento O f f i c e o f the C a l i f o r n i a Secretary of State. 

FILING NO: 
TYPE : 
SEC PARTY: 

DEBTOR: 

9904677 
Continuation 
BANK ONE, KENTUCKY, NA 
(SUCCESSOR INN TRUST TO LIBERTY 
NATIONAL BANK), LOUISVILLE, KY 
COMMONWEALTH ENERGY SERVICES, 
INC., LOUISVILLE, KY 

DATE FILED: 06/30/1999 
LATEST INFO RECEIVED: 07/29/1999 
ORIG. UCC FILED: 10/03/1994 
ORIG. FILING NO: 9408755 
FILED WITH: JEFFERSON COUNTY 

CLERKS OFFICE, KY 

The p u b l i c record items contained i n t h i s r e p o r t may have been 
paid, terminated, vacated or released p r i o r t o the date t h i s 
r e p o r t was p r i n t e d . 

-4-



96 -82 i 5 -4276 [Sempra E n e r ^ ^ o l u t i o n s I n c ] 

BANKING 
08/02 Account(s) averages moderate 7 f i g u r e s . Account open 1-3 years. 

HISTORY 
09/18/02 

ROBERT DICKERMAN, PRESIDENT 
DIRECTOR(S): THE OFpICER(S} 

* * * CORPORATE AND BUSINESS REGISTRATIONS * * * 
REPORTED BY THE SECRETARY OF STATE 

OR OTHER OFFICIAL SOURCE AS OF 09/06/2002 

This data i s f o r i n f o r m a t i o n a l purposes only, c e r t i f i c a t i o n can o n l y 
be obtained through the Sacramento O f f i c e of the C a l i f o r n i a Secretary 
of State. 

REGISTERED NAME: SEMPRA ENERGY SOLUTIONS 

CORPORATION TYPE: PROFIT FILING DATE: 05/07/1998 
BUSINESS TYPE: CORPORATION 
REGISTRATION ID #: C2107929 

STATE OF ORGANIZATION (INCORPORATION): CALIFORNIA 
DATE OF ORGANIZATION (INCORPORATION) : 05/07/1998 

STATUS: ACTIVE 

WHERE FILED: SECRETARY OF STATE/CORPORATIONS DIVISION, SACRAMENTO, CA 

REGISTERED AGENT: THOMAS SANGER, 101 ASH ST, SAN DIEGO, CA 92101-3017 

PRINCIPALS ROBERT N DICKERMAN, PRESIDENT, 101 ASH ST, SAN DIEGO, CA 
92101-3017 

Business i s r e g i s t e r e d as a C a l i f o r n i a c o r p o r a t i o n e f f e c t i v e May 
7 1998. 

Business s t a r t e d Apr 1 1997 by partners. 100% of c a p i t a l stock 
i s owned by parent. 

ROBERT DICKERMAN. Antecedents not a v a i l a b l e . 

OPERATION 
09/18/02 S u b s i d i a r y of SEMPRA ENERGY (INC)", SAN DIEGO, CA s t a r t e d 1998 

which operates as e l e c t r i c and gas u t i l i t y . Parent company owns 100% 
of c a p i t a l stock. Parent company has numerous oth e r s u b s i d i a r y ( i e s ) . 

S e l l s gas and e l e c t r i c energy and provides energy e f f i c i e n c y 
programs and c e n t r a l p l a n t management. 
Terms are net 30 days and cash. Has 100 account(s). S e l l s t o 
commercial concerns and the general p u b l i c . T e r r i t o r y : United States. 
Nonseasonal. 

EMPLOYEES: 400 which includes o f f i c e r ( s ) . 100 employed here. 
FACILITIES: Shares premises i n a 21 story s t e e l b u i l d i n g . Shares 

premises w i t h the parent company. 
LOCATION: Central business s e c t i o n on main s t r e e t . 

GLOBAL ACTIVITY. 

The f o l l o w i n g s e c t i o n i s a g l o b a l summary and i s intended t o 
as s i s t D&Bs non-U.S. customers when evaluating D&B reports on U.S. 
companies. 
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IMPORT/EXPORT ACTIVITY. 

No major c o u n t r i e s of export reported. 

Based on i n f o r m a t i o n i n our f i l e , D&B has assigned t h i s company 
an extended 8 d i g i t SIC. D&Bs use of 8 d i g i t SICs enables us to be 
more s p e c i f i c t o a company's operations than i f we use the standard 4 
d i g i t code. 

49220000. 

GLOBAL NEWSWORTHY EVENTS. 
04/01 GLOBAL ACTIVITY: According t o publis h e d r e p o r t s , Sempra 

Energy S o l u t i o n s , announced the expansion of i t s European business. 
Operating i n Europe as Sempra Energy Solutio n s I n t e r n a t i o n a l , the 
company w i l l be headquartered i n Glasgow, w i t h new o f f i c e s opening i n 
London, Germany and Spain. SESI w i l l o f f e r the same energy-services 
e x p e r t i s e t o s i m i l a r s e ctors throughout the United Kingdom and Western 
Europe. 

SUBSIDIARIES: This business has 5 s u b s i d i a r i e s l i s t e d below. 
Sempra Energy Sales LLC, Los Angeles, CA. Operates as an e l e c t r i c and 
gas u t i l i t y - c h a r t e r e d 1997. 

Sempra Energy Services, Houston, TX. Operates as a 
contr a c t o r / d e v e l o p e r of r e t r o f i t mechanical and l i g h t i n g systems on a 
performance b a s i s , c h a r t e r e d 1977. 

CES/Way I n t e r n a t i o n a l (100%). 
Central Plants Inc (100%). 
Energy P a c i f i c Las Vegas (100%). 
Energy P a c i f i c Glendale (100%). 
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INDEPENDENT AUDITORS' REPORT 

To the Board of Directors and Stockholders of Sempra Energy Solutions: 

We have audited the accompanying combined statement of financial condition of Central Plants, 
Inc., Atlantic-Pacific Glendale, L.L.C, Atlantic-Pacific Las Vegas, L.L.C, Sempra Energy Sales, 
L.L.C, CESAVay International, Inc., and Sempra Energy Solutions International Ltd., 
(collectively, "Sempra Energy Solutions"), all of which are under common ownership and 
common management, as of December 31,2002, and the related combined statements of income, 
changes in stockholders' equity and cash flows for the year then ended. These financial 
statements are the responsibility of Sempra Energy Solutions' management. Our responsibility is 
to express an opinion on these financial statements based on our audit. 

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

In our opinion, such financial statements present fairly, in all material respects, the combined 
financial position of Sempra Energy Solutions as of December 31, 2002 and the combined results 
of their operations and cash flows for the year then ended in conformity with accounting 
principles generally accepted in the United States of America. 

San Diego, California 
February 14, 2003 



SEMPRA ENERGY SOLUTIONS 

Combined Statement of Financial Condition 
December 31, 2002 
(Dollars in Thousands) 

f ASSETS 
CURRENT ASSETS: 

Cash and cash equivalents $ 10,262 

Accounts receivable - net 136,396 

Due from affiliates 4.101 

Costs in excess of billings 7,066 

Energy trading assets 96,227 

Deferred taxes 1,505 

Inventory 3,993 

Other 3,882 

Total current assets 263,432 

9 

9 
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OTHER ASSETS: 
Notes receivable 
Property, plant and equipment - net 
Goodwill 
Deferred taxes 
Other 

Total other assets 
TOTAL ASSETS 

LIABILITIES AND STOCKHOLDERS' EQUITY 
CURRENT LIABILITIES: 

Accounts payable 

Short-term debt 

Deferred taxes 

Energy trading liabilities 

Due to affiliates 

Note payable to affiliate 

Current portion of long-term debt 

Accrued wages and benefits 

Billings in excess of costs 

Other 

Total current liabilities 

OTHER LIABILITIES: 

Due to affiliates 

Long-term debt 

Other 

Total other liabilities 

STOCKHOLDERS' EQUITY 

Capital stock and additional paid in capital 

Accumulated deficit 

Total stockholders' equity 

TOTAL LIABILITIES & STOCKHOLDERS' EQUITY 

See notes to Combined Financial Statements 
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5,150 
111,533 
41,806 
51,504 
5,682 

215,675 
$ 479,107 

53,160 
32,576 
53,108 

6,078 

16,870 

93,524 

3,033 
12,277 

7,263 

4,714 

282,603 

138 

16,299 

934 

17,371 

237,396 

(58,263) 

179,133 

$ 479,107 



SEMPRA ENERGY SOLUTIONS 

Combined Statement of Income 
Year Ended December 31, 2002 
(Dollars in Thousands) 

REVENUES 

Commodity - net $ 88,909 

Project delivery 44,568 

Facility operations 43,597 

Total Revenues 177,074 

EXPENSES 

Cost of goods sold 55,849 

Salaries and benefits 43,492 

Services from affiliates 17,921 

General and administrative 7,298 

Depreciation and amortization 9,609 

Total Expenses 134,169 

OPERATING INCOME 42,905 

Other income - net 471 
Interest expense (4,165) 

INCOME BEFORE INCOME TAXES 39,211 

Income taxes 17,809 

NET INCOME $ 21,402 

See notes to Combined Financial Statements 



SEMPRA ENERGY SOLUTIONS 

Combined Statement of Cash Flows 
Year Ended December 31, 2002 
(Dollars in Thousands) 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income $ 21,402 
Adjustments to reconcile net income to net cash provided by 

operating activities: 
Depreciation and amortization 9,609 
Deferred income taxes 17,809 

Deferred credits and liabilities (1,206) 
Due to/from affiliates - net 11,836 

Change in working capital components: 
Trading assets 39,241 
Accounts receivable and other 6,846 
Trading liabilities (74,664) 
Income taxes (348) 

Accounts payable and other 3,011 
Other (5,207) 

Net Cash Provided by Operating Activities 28,329 

CASH FLOWS FROM INVESTING ACTIVITIES 
Expenditures for property, plant and equipment (3,529) 

Net Cash Used in Investing Activities (3,529r 

CASH FLOWS FROM FINANCING ACTIVITIES 
Repayment of long-term debt (5,654) 
Increase in short-term debt 30,984 
Intercompany financing (70,901) 

Net Cash Used in Financing Activities (45,571) 

Net decrease in cash and cash equivalents (20,771) 
Cash and cash equivalents, beginning of year 31,033 
Cash and cash equivalents, end of year ~$ 10,262 

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION 
Cash paid during the year for: 

Interest $ 4,165 
Taxes $ 347 

See notes to Combined Financial Statements 
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SEMPRA ENERGY SOLUTIONS 

Combined Statement of Changes in Stockholders' Equity 
Year Ended December 31, 2002 
(Dollars in Thousands) 

^ Capital Stock and Total 
Additional Paid in Accumulated Stockholders' 

Capital Deficit Equity 

Balance at December 31,2001 $ 237,396 $ • (79,665) $ 157,731 

Net income 21,402 21.402 

Balance at December 31,2002 $ 237,396 $ (58,263) $ 179,133 

See nofes to Combined Financial Statements 



Notes to Combined Financial Statements 
Year Ended December 31, 2002 

1. Nature of Operations and Organization of Sempra Energy Solutions 

Central Plants, Inc., Atlantic-Pacific Glendale, L.L.C, Atlantic-Pacific Las Vegas, L.L.C, 
Sempra Energy Sales, L.L.C, CESAVay International, Inc., and Sempra Energy Solutions 
International Ltd,, (collectively, "Sempra Energy Solutions" or the "Company"), are ultimately 
wholly owned and commonly managed by Sempra Energy, headquartered in San Diego, 
California. 

The Company sells energy commodities and provides an integrated mix of services such as 
facility management, supply and price-risk management, energy efficiency, energy asset 
management̂  performance contracting, and infrastructure ownership to assist commercial and 
industrial businesses. 

2. Summary of Significant Accounting Policies 

Basis of Reporting - The accounting and financial reporting policies of the Company conform to 
accounting principles generally accepted in the United States of America. All material 
intercompany balances and transactions have been eliminated. 

Cash and Cash Equivalents - Cash and cash equivalents are highly liquid investments with 
maturities of three months or less at the date of purchase. 

Trading Instruments - Energy trading assets and energy trading liabilities are recorded on a 
trade-date basis and are adjusted daily based on current prices. They include option premiums 
paid and received, unrealized gains and losses from exchange-traded.futures and options, over-
the-counter (OTC) swaps, forwards, storage of physical commodities and options. Unrealized 
gains and losses on OTC transactions reflect amounts that would be received from or paid to a 
third party upon settlement of the contracts. Unrealized gains and losses on OTC transactions are 
reported separately as assets and liabilities unless a legal right of setoff exists under an 
enforceable master netting arrangement. 

Futures and exchange-traded option transactions are recorded as contractual commitments on a 
trade-date basis and carried at current market value based on current closing OTC or exchange 
quotations. Commodity swaps and forward transactions are accounted for as contractual 
commitments on a trade-date basis and are carried at fair value derived from dealer quotation and 
underlying commodity exchange quotations. OTC options are carried at fair value based on 
market prices. For illiquid markets, fair value is determined by reference to the last trade price in 
conjunction with available quotes. Changes in market values are recorded in the calculation of 
net income. 

Energy Trading Valuation Allowances - The Company calculates certain valuation allowances 
to measure anticipated losses from counterpart default, incremental cost of serving existing 
customer load, potential loss due to market movements within bid/ask spread on illiquid 



m 
commodities, anticipated cost of volumetric swing optionality sold to retail customers, and 
potential loss due to changes in the regulatory environment. 

Allowance for Doubtful Accounts - The allowance for doubtful accounts was $3,116,000 at 
December 31, 2002. The Company recorded a provision for doubtful accounts of $1,937,000 in 
2002. 

Inventory - Inventories owned are recorded on a trade-date basis and are carried at the lower of 
cost or market. 

Capital Stock and Additional Paid in Capital — Capital stock and additional paid in capital 
represents invested capital of the ultimate parent, Sempra Energy, in various businesses 
comprising Sempra Energy Solutions. 

Depreciation and Amortization - Depreciation and amortization are provided using the straight-
line method over the estimated useful lives of the assets (generally 3-25 years). 

Fair Value - The fair values of certain of the Company's financial instruments (cash and cash 
equivalents, short-term debt and customer deposits) approximate the carrying value. Derivative 
instruments used in trading activity are fair valued daily and included in energy trading assets and 
liabilities (See Note 11). The carrying amount and fair value of long-term debt at December 31, 
2002, is as follows: 

(Dollars in thousands) Carrying Fair 

Amount Value 

Long-term debt $16.299 $17.200 

The fair value was estimated based on issuances of similar debt (See Note 8). 
Use of Estimates - The preparation of financial statements in conformity with accounting 
principles generally accepted in the United States of America requires management to make 
estimates and assumptions that affect the reported fair value of assets and liabilities at the date 
and reporting period of the financial statements. The recorded values of these assets and 
liabilities may be more or less than values that might be realized if the Company were to sell or 
close out the positions prior to maturity. 

Revenues - Revenues are generated from commodity sales and energy-related projects and 
services to commercial, industrial, government and institutional markets. Energy supply revenues 
from natural gas and electricity commodity sales are recognized on a current fair value basis and 
include realized gains and losses and the net change in unrealized gains and losses measured at 
fair value. Revenues on construction projects are recognized during the construction period using 
the percentage-of-completion method, and revenues from other operating and maintenance 
service contracts are recorded under the accrual method and recognized as service is rendered. 

The Company records revenues from trading activities on a net basis in accordance with El I F 02-
3. See further discussion of this matter and the rescission of EITF Issue 98-10 under "New 
Accounting Standards." 

New Accounting Standards - In July 2001, the Financial Accounting Standards Board (FASB) 
issued Statement of Financial Accounting Standards (SFAS) 142, "Goodwill and Other 



Intangible Assets. " It provides guidance on how to account for goodwill and other intangible 
assets after an acquisition is complete, and is effective for the Company in 2002. SFAS 142 calls 
for amortization of goodwill to cease and requires goodwill and certain other intangibles to be 
tested for impairment at least annually. 

In accordance with the transitional guidance of SFAS 142, recorded goodwill attributable to the 
Company was tested for impairment in 2002 by comparing the fair value to its carrying value. 
Fair value was determined using a discounted cash flow methodology. The impairment test 
resulted in no change to recorded goodwill as of December 31, 2002. 

In July 2001, the FASB issued SFAS 143, "Accounting for Asset Retirement Obligations, " which 
addresses financial accounting and reporting for obligations associated with the retirement of 
tangible long-lived assets and the associated retirement costs. This applies to legal obligations 
associated with the retirement of long-lived assets that result from the acquisition, construction, 
development and/or normal operation of a long-lived asset. It requires entities to record the fair 
value of a liability for an asset retirement obligation in the period in which it is incurred. 

Effective January 1,2003 the Company adopted SFAS 143. The Company owns and operates 
energy infrastructure assets affixed to real property at several locations in Los Angeles and 
Orange County, California and in Las Vegas, Nevada. Energy infrastructure assets consist 
primarily of heating and cooling equipment such as boilers, chillers, compressors, cooling towers, 
meters and monitoring equipment. Based on an examination of the operating customers contract 
relating to these assets, it was determined that the Company does not have a legal obligation 
associated with the future retirement of its long-lived assets. 

In August 2001, the FASB issued SFAS 144, "Accounting for Impairment or Disposal ofLong-
Lived Assets," which replaces SFAS 121, "Accounting for the Impairment of Long-Lived Assets 
and for Long-Lived Assets to Be Disposed Of. " SFAS 144 applies to all long-lived assets, 
including discontinued operations. SFAS 144 requires that those long-lived assets classified as 
held for sale be measured at the lower of carrying amount (cost less accumulated depreciation) or 
fair value less cost to sell. Discontinued operations will no longer be measured at net realizable 
value or include amounts for operating losses that have not yet occurred. SFAS 144 also 
broadens the reporting of discontinued operations to include all components of an entity with 
operations that can be distinguished from the rest of the entity and that will be eliminated from 
the ongoing operations of the entity in a disposal transaction. The Company has identified no 
materia] effects to the financial statements from the implementation of SFAS 144. 

In June 2002, a consensus was reached in EITF Issue 02-3, "Issues Involved in Accounting for 
Derivative Contracts Held for Trading Purposes and Contracts Involved in Energy Trading and 
Risk Management Activities, " which codifies and reconciles existing guidance on the recognition 
and reporting of gains and losses on energy trading contracts and addresses other aspects of the 
accounting for contracts involved in energy trading and risk management activities. Among other 
things, the consensus requires that mark-to-market gains and losses on energy trading contracts be 
shown net in the income statement, effective for financial statements issued for periods ending 
after July 15, 2002. This required that the Company change its method of recording trading 
activities from gross to net. 

In October 2002, the EITF reached a consensus to rescind Issue 98-10, "Accounting for Contracts 
Involved in Energy Trading and Risk Management Activities," the basis for mark-to-market 
accounting used for recording energy trading activities by the Company. The consensus requires 
that all energy-related contracts entered into subsequent to October 25, 2002 not be accounted 



pursuant to Issue 98-10. Instead, those contracts should be accounted for under accrual 
accounting and will not qualify for mark-to-market accounting unless the contracts meet the 
requirements stated under SFAS 133 "Accounting for Derivative Instruments and Hedging 
Activities. " Except for emission credits and physical natural gas storage, the Company's 
transactions recorded under mark-to-market accounting based on EITF 98-10 will still be 
recorded under mark-to-market accounting based on SFAS 133. The effective date at the 
Company for the full rescission of Issue 98-10 is January 1, 2003. An estimated adjustment of 
approximately $1,000,000 (after-tax) will be recorded as a cumulative effect of a change in 
accounting principle in the first quarter of 2003. 

In November 2002, the FASB issued Interpretation No. 45, "Guarantor's Accounting and 
Disclosure Requirements for Guarantees." The Interpretation elaborates on the disclosures to be 
made in interim and annual financial statements of a guarantor about its obligations under certain 
guarantees that it has issued. It also clarifies that a guarantor is required to recognize, at the 
inception of a guarantee, a liability for the fair value of the obligation undertaken in issuing a 
guarantee. Initial recognition and measurement provisions of the Interpretation are applicable on 
a prospective basis to guarantees issued or modified after December 31, 2002. The disclosure 
requirements are effective for financial statements of interim or annual periods ending after 
December 15, 2002. The Company has identified no material effects to the financial statements 
from the implementation of Interpretation No. 45. 

In January 2003, the FASB issued Interpretation No. 46, "Consolidation of Variable Interest 
Entities. " The Interpretation addresses consolidation by business enterprises of variable-interest 
entities. It is effective immediately for variable-interest entities created after January 31,2003. 
For variable-interest entities created before February 1, 2003, the Interpretation is effective for 
fiscal or interim periods beginning after June 15, 2003. As of December 31, 2002, all of the 
Company's variable-interest entities have been included in the combined financial statements. 

3. Energy Trading Assets and Energy Trading Liabilities 

As of December 31, 2002, the components of energy trading assets and energy trading liabilities 
are as follows: 

(Dollars in thousands) 
Energy Trading Assets 

Due from unrelated counterparties $ 95,270 
Due from related party counterparties 234 
Emissions and storage 723 
Energy trading assets 96.227 

Energy Trading Liabilities 
Due to unrelated counterparties 5,928 
Due to related party counterparties 150 
Energy trading liabilities 6.078 

Net trading assets $ 90,149 



4. Contracts in Progress on Construction Projects 

Contracts in progress on construction projects at December 31, 2002 are summarized as follows: 

(Dollars in thousands) 
Costs incurred on uncompleted contracts $140,715 
Estimated earnings 45.667 

186,382 
Less progress billings 086.579') 
Net balance $ (197^ 

The net balance of contracts in progress is included in the balance sheet at December 31, 2002 
under the following captions: 

Costs in excess of billings 7,066 
Billings in excess of costs <7.263) 
Net balance $ (197^ 

5. Property, Plant and Equipment 

Property, plant and equipment at December 31, 2002 are comprised of the following: 

(Dollars in thousands) 
Machinery and equipment $116,512 
Buildings 17,459 
Computer software 7,129 
Construction in progress 3,874 
Leasehold improvements 2,284 
Furniture and fixtures 1.636 
Total property, plant and equipment 148,894 
Less accumulated depreciation (37.361") 

Net property, plant and equipment $111,533 

The Company recorded $9,552,000 in depreciation expense for the year ended December 31, 
2002. 

6. Income Taxes 

The Company is included in the consolidated income tax return of Sempra Energy and is 
allocated income tax expense from Sempra Energy in an amount equal to that, which would result 
from having filed a separate return. 

The reconciliation of the statutory federal income tax rate to the effective income tax rate for the 
year ended December 31, 2002 is as follows: 

Percent 
Statutory federal income tax rate 35.0 
Tax effect of international operations 2.4 
State income taxes - net of federal income tax benefit 2.5 
Other-net 5,5 

Effective tax rate 45.4 

10 
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The components of income tax expense (all deferred) are as follows: 

(Dollars in thousands) 

Federal $14,306 
State and local 2,162 
Foreign 1.341 

Total- $17.809 

Deferred income taxes reflect the net tax effect of temporary differences between the carrying 
amounts of assets and liabilities for financial reporting purposes and the amounts used for income 
tax purposes. The net deferred income tax liability at December 31, 2002 consists of the 
following: 

(Dollars in thousands) 
Deferred tax liabilities 

Unrecognized gain on energy trading assets - net $35,676 
Depreciation on fixed assets 11,545 
Other 5.887 

Total deferred tax liabilities 53.108 

Deferred tax assets 
Deferred tax receivable - due from Sempra Energy 53,009 

Total deferred tax assets 53.009 

Net deferred income tax liability $ 99 

Deferred tax receivable — due from Sempra Energy - The Company generated significant net 
operating losses in prior years. Under the terms of a tax sharing arrangement with Sempra 
Energy, these losses were utilized by Sempra Energy in its consolidated tax return during the 
years in which the losses were incurred. Under the tax sharing arrangement, such amounts are 
reimbursable to the Company when they are utilized by the Company as if the Company were a 
stand-alone tax filer. 

7. Short-Term Debt 

Short-term debt represents financing fully collateralized by $41,500,000 in accounts receivable at 
interest rates from 7% to 9%. 

8. Long-Term Debt 

At December 31,2002, the components of long-term debt are as follows: 

(Dollars in thousands) 
Debt financing on energy savings contracts 

10.40%, February 2006 $ 2,145 
10.40%, October 2008 5,399 
9.88%, September 2009 6,330 
5.76%, May 2007 450 

Total Debt financing 14,324 

11 



Obligations under capital leases (See NotelO.) 5,008 
Total 19,332 

Less: current portion of long-term 3,033 
Long-term debt $16.299 

The aggregate amounts of principal maturities of debt financing outstanding at December 31, 
2002, for the five subsequent years are as follows: 

(Dollars in thousands) 
2003 $ 2,313 
2004 2,689 
2005 2,604 
2006 2,478 
2007 2,449 
Thereafter L791 
Total debt financing $14.324 

9. Related Party Transactions 

Transactions with Affiliates - Receivable from affiliates relates to commodity collections due 
from an affiliate. Payables to affiliates is composed of amounts payable to Sempra Energy and 
affiliates used to finance operating and investing activities, including trading positions held by the 
Company. The Company also has a promissory note payable to Sempra Energy Global 
Enterprises, a company also wholly owned by Sempra Energy, which bears a variable interest rate 
(5.87% at December 31, 2002) based on short-term commercial paper rates, and is due on 
demand. Long-term payable to affiliates relates to amounts payable to an affiliate for prior period 
acquisition costs. A summary of transactions with affiliates is as follows: 

(Dollars in thousands) 
Account Receivable - Affiliate 

Other $ 4.101 

Accounts Payable - Affiliates 
Sempra Energy Trading Corporation $ 9,390 
Sempra Energy 5,073 
Sempra Energy Global Enterprises 2,003 
Others 404 

Total $ 16.870 

Note Payable - Affiliate. 
Sempra Energy Global Enteiprises $ 93.524 

Long-Term Payable - Affiliate 
Energy Pacific $ 138 

For the year ended December 31,2002, the Company incurred $3,212,000 of net interest expense 
related to the note payable to Sempra Energy Global Enterprises. The Company was also 
allocated costs from Sempra Energy and its affiliates of $12,829,000 for employee benefits and 
$17,921,000 for general corporate support, including accounting and information services. 

12 



Employee Benefit Plans - Company employees participated in various benefits plans sponsored 
by Sempra Energy, including a noncontributory cash accumulation plan and a defined 
contribution savings plan (401(k) plan). For the year ended December 31, 2002, included in 
compensation and benefits is $1,349,000 of expenses related to these plans. 

Stock-Based Compensation - The Company employees participated in various stock-based 
compensation plans sponsored by Sempra Energy, including nonqualified stock options, incentive 
stock options, restricted stock, stock appreciation rights, performance awards, stock payments and 
dividend equivalents. Included in compensation and benefits is $1,989,000 related to these plans. 

10. Lease Commitments 

The Company has leases (primarily operating) on real and personal property expiring at various 
dates from 2003 to 2013. The operating leases include office facility leases and equipment 
leases. The Company also has long-term capital leases on real property and equipment 
collateralized by property and equipment totaling $14,400,000. Minimum non-cancelable 
operating and capital lease commitments for office facilities, real estate and equipment, exclusive 
of real estate taxes and other expenses as of December 31,2002 are as follows: 

(Dollars in thousands) 
Operating Capital 

Leases Leases 
2003 $ 3,111 $1,055 
2004 3,014 1,055 
2005 3,002 1,044 
2006 2,786 994 
2007 1,589 963 
Thereafter 7.027 1.296 

$20,529 $6,407 
Less interest (7% to 10%) 1.399 
Total $5,008 

The office leases contain provisions for operating cost escalations based on certain cost increases 
incurred by the lessor. Rent expense for the year ended December 31, 2002, was $4,196,000. 

11. Trading Activity and Risk Management 

The Company derives a portion of its revenue from delivering electric and natural gas supplies to 
its commercial and industrial customers. Such contracts are hedged to preserve margin and carry 
minimal market risk. Exchange-traded and OTC instruments are used to hedge contracts. The 
derivatives and financial instruments used to hedge the transactions include swaps, forwards, 
futures, options or combinations thereof. Transactions involving these financial instruments are 
with firms believed to be credit-worthy. 

Forward and future physical transactions are contracts for delivery of commodity instruments in 
which the counterpart agrees to make or take delivery at a specified price. Commodity swap 
transactions may involve the exchange of fixed and floating payments with the exchange of the 
underlying commodity. 

13 
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Options, which are either exchange traded or directly negotiated between counterparts, provide 
the holder with the right to buy from or sell to the writer an agreed amount of commodity at a 
specified strike price within, or at, a specified period of time. 

The Company values these derivatives at fair value with gains and losses recognized in earnings 
on a daily basis. These instruments are included in the Combined Statement of Financial 
Condition as energy trading assets or energy trading liabilities. Net gains and losses on these 
derivative transactions are included net in the Combined Statement of Income. 

Market risk - Market risk arises from the potential for changes in the value of financial 
instruments due to the fluctuation in natural gas and power prices and basis. These market risks 
are minimized by the Company's hedging strategy described above. Market risk is also affected 
by changes in volatility and liquidity in markets in which these instruments are traded. The 
Company has established market position limit policies. Senior management reviews market 
position reports on a daily basis. 

Credit risk - Credit risk disclosures relate to the net losses that would be recognized if all 
counterparts failed completely to perform their obligations. Options written do not expose the 
Company to credit risk. Exchange traded futures and options are not deemed to have significant 
credit exposure, as the exchanges guarantee that every contract will be properly settled on a daily 
basis. 

The following table approximates the counterpart credit quality and exposure expressed in terms 
of net replacement value. These exposures are net of collateral in form of customer margin, 
letters of credit and deposits. 

Counterpart credit Quality 

(Dollars in thousands) 
AA $ 7,686 
A 10,627 
BBB 23,984 
Below investment grade 2,629 
Not rated 83.775 

Total $128.701 

12. Other Commitments and Contingencies 

Direct Access - In September 2001, the California Public Utilities Commission (CPUC) 
suspended the ability of retail power customers to choose their power provider ("direct access") 
until at least the end of 2003 in order to improve the probability that enough revenue would be 
available to the California Department of Water Resources to cover the state's power purchases. 
The decision forbids new direct access contracts after September 20,2001. The contracts in place 
as of September 20, 2001 may be renewed or assigned to new parties. The CPUC's decisions 
concerning direct access affect the Company's ability to enter into contracts to sell electricity in 
California. Nearly 70 percent of the Company's commodity business is in California. 

Exit Fees - In November 2002, the CPUC imposed a Cost Responsibility Surcharge (CRS) on 
direct access customers in California, which requires those customers to pay a share of electricity 
procurement costs incuired during the energy crisis. The overall level of the CRS was capped at 
an initial level of 2.7 cents per kilowatt-hour for rates effective January 1, 2003. The interim cap 
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will be subject to adjustment by the CPUC after an initial six-month review. Management 
believes that this matter will not have a material effect on the Company's financial condition or 
results of operations. 

Litigation - As of December 31, 2002, the Company is not a party to, nor is their property the 
subject of, any material pending legal proceedings other than routine litigation incidental to their 
business. Management believes that these matters will not have a material adverse effect on the 
Company's financial condition or results of operations. 

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

INTRODUCTION 

This section includes management's discussion and analysis of operating results from 2000 through 
2002, and provides information about the capital resources, liquidity and financial performance of 
Sempra Energy and its subsidiaries (collectively referred to as "the company"). This section also 
focuses on the major factors expected to influence future operating results and discusses investment 
and financing activities and plans. It should be read in conjunction with the Consolidated Financial 
Statements included in this Annual Report. 

The company, headquartered in San Diego, California, is a Fortune 500 energy services company 
whose principal subsidiaries are San Diego Gas & Electric (SDG&E) and Southern California Gas 
Company (SoCalGas), collectively referred to as the California Utilities, and Sempra Energy Global 
Enterprises (Global), itself a holding company owning most of the company's other subsidiaries. 

Business Combination 

Sempra Energy was formed to serve as a holding company for Pacific Enterprises (PE), the parent 
corporation of SoCalGas, and Enova Corporation (Enova), the parent corporation of SDG&E, in a tax-
free business combination that became effective on June 26,1998. 

The California Utilities 

SDG&E provides service to 3.1 million consumers through 1.3 million electric meters in San Diego and 
southern Orange counties, and 789,000 natural gas meters in San Diego County. SDG&E's service 
area encompasses 4,100 square miles, covering 26 cities. SoCalGas is the nation's largest natural gas 
distribution utility and provides service to 18.9 million customers through 5.3 million meters. SoCalGas' 
service territory encompasses 23,000 square miles, from San Luis Obispo on the north to the Mexican 
border in the south, and 535 cities. Within that territory it does not provide retail service in the City of 
Long Beach or SDG&E's service territory in San Diego County but does provide wholesale service to 
the retail providers in these areas. Together, the two utilities serve more than 21 million customers 
through approximately 7 million gas and electric meters. 

Sempra Energy Global Enterprises 

Global's primary subsidiaries, headquartered in San Diego unless otherwise noted, are as follows: 

Sempra Energy Trading (SET), headquartered in Stamford, Connecticut, is a trading company that 
markets and trades physical and financial commodity products, including natural gas, power, petroleum 
products and base metals. During 2002, SET completed acquisitions that add base metals trading and 
warehousing to its business. See further discussion under "Investments" below. SET has more than 
2,100 customers worldwide, including most of the major oil, gas and power companies in North 
America, Europe and Asia. 

Sempra Energy Resources (SER) acquires, develops and operates power plants for the competitive 
market. On October 31, 2002, SER acquired a coal-fired power plant from Texas-New Mexico Power 
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Company, as further discussed under "Capital Expenditures" below. SER's other merchant power 
plants use state-of-the-art, combined-cycle power generation technology and clean-burning natural gas 
to generate electricity for the wholesale market and retail electric providers, such as utilities, marketers 
and large energy users. It currently has two merchant power plants in operation (aggregating 
525 megawatt (mW)), three under construction (aggregating 2,135 mW), and seven (not all of which 
wil) be built) that are at or beyond the permitting stage (aggregating 4,750 mW). The following table 
lists "the mW'of each power plant currently in operation, under construction or under development: 

Generating 
Power Plant Capacity Location 

In operation: 
Twin Oaks Power 305 Bremond, TX 
El Dorado (50% owned) 220 Boulder City, NV 

• Total' mW 525 

Under construction: 
Mesquite Power 1,250 Arlington, AZ 
Termoelectrica De Mexicali 600 Mexicali, Baja California, Mexico 
Elk Hills Power (50% owned) 285 Bakersfield, CA 

Total mW 2,135 

Permitting Stage: 
Bonnet Carre' 1,200 La Place, LA 
Cedar Power 600 • Dayton, TX 
MC Energy 600 Dobbin, TX 
Copper Mountain Power 600 Boulder City, NV 
Eastalco 600 Frederick, MD 
South Shore Power 600 Lake Township, Ml 
Palomar 550 Escondido, CA 

. Total mW 4,75.0 

Total mW 7,410 

Sempra Energy International (SEI) develops, operates and owns energy projects in international 
markets. SEI currently is involved in joint or solo ventures that provide natural gas or electricity to more 
than 2.7 million customers in Argentina, Chile, Mexico, Peru and the United States. 

Sempra Energy Solutions (SES) sells energy commodities and provides an integrated mix of energy 
services, including facility management, supply and price-risk management, energy efficiency, energy 
asset management, performance contracting, and infrastructure ownership to assist commercial and 
industrial businesses in the changing energy environment. 

Other 

Sempra Energy Financial (SEF) invests in, limited, partnerships which own 1,300 afford able-housing 
properties throughout the United States, including-Puerto Rico and the Virgin Islands, it also holds an 
interest in a limited partnership that .produces synthetic fueKfrom coal. 

i 

Through.other subsidiaries, the company is involved in other energy-related products and services: 
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RESULTS OF OPERATIONS 

Overall Operations 

Operating Income—2002 Compared to 2001 

California Utility Revenues and Cost of Sales. Natural gas revenues decreased to $3.3 billion in 2002 
from $4.4 billion in 2001, and the cost of natural gas distributed decreased to $1.4 billion in 2002 from 
$2.5 billion in 2001. For the fourth quarter, natural gas revenues increased to $968 million in 2002 from 
$773 million in 2001, and the cost of natural gas distributed increased to $436 million in 2002 from 
$319 million in 2001. These changes were primarily attributable to changes in natural gas prices, as 
discussed below in "California Utility Operations." 

Electric revenues decreased to $1.3 billion in 2002 from $1.7 billion in 2001, and the cost of electric 
fuel and purchased power decreased to $0.3 billion in 2002 from $0.8 billion in 2001. For the fourth 
quarter, electric revenues increased to $312 million in 2002 from $284 million in 2001, and the cost of 
electric fuel and purchased power decreased to $76 million in 2002 from $87 million in 2001. These 
changes were mainly due to the effect of the California Department of Water and Resource's (DWR's) 
purchasing the net short position of SDG&E, and changes in electric commodity costs and operating 
costs, as discussed in "California Utility Operations." 

Other Operating Revenues. Other operating revenues, which consist primarily of revenues from 
Global, decreased to $1.5 billion in 2002 from $1.7 billion in 2001. This decrease was primarily due to 
lower revenues from SET and SEI, partially offset by an increase in SER's sales to the DWR. For the 
fourth quarter of 2002, other operating revenues increased to $408 million in 2002 from $242 million in 
2001, due primarily to increases at SET and SER. See further discussion in "Sempra Energy Global 
Enterprises" below. 

Other Cost of Sales. Other cost of sales, which consists primarily of cost of sales at Global, 
decreased to $709 million in 2002 from $873 million in 2001 primarily due to the lower operating 
revenues as noted above for SET and SEI, offset by increased costs associated with SER's contract 
with the DWR as discussed below in "Sempra Energy Resources." For the fourth quarter, other cost of 
sales increased to $206 million in 2002 from $174 million in 2001 due primarily to increased operating 
revenues at SET and SER. See "Sempra Energy Global Enterprises" below for further discussion of 
the change in other cost of sales. 

Other Operating Expenses. Other operating expenses, primarily those of the California Utilities, 
increased to $1.9 billion in 2002 from $1.8 billion in 2001. The increase is due primarily to increased 
operating costs at the California Utilities and at SET. See further discussion below in "California Utility 
Operations" and "Sempra Energy Global Enterprises." Additionally, in 2001, there was a $30 million 
pre-tax charge for the surrender of a natural gas distribution franchise in Nova Scotia, offset by a 
$33 million pre-tax gain on the sale of a subsidiary, Energy America. 

Operating Income—2001 Compared to 2000 

California Utility Revenues and Cost of Sales. Natural gas revenues increased to $4.4 billion in 200,1 
from $3.3 billion in 2000, and the cost of natural gas distributed increased to $2.5 billion in 2001 from 
$1.6 billion in 2000, primarily as the result of higher average costs and higher natural gas volumes in 
2001. For the fourth quarter, natural gas revenues decreased to $773 million in 2001 from $969 million 
in 2000, and the cost of natural gas distributed decreased to $319 million in 2001 from $511 million in 
2000. These decreases were attributable to the overall decrease in natural gas costs during the fourth 
quarter of 2001. 

SEMPRA ENERGY 3. 



Electric revenues decreased to $1.7 billion in 2001 from $2.2 billion in 2000, and the cost of electric 
fuel and purchased power decreased to $0.8 billion in 2001 from $1.3 billion in 2000. For the fourth 
quarter, electric revenues decreased to $284 million in 2001 from $717 million in 2000, and the cost of 
electric fuel and purchased power decreased to $87 million in 2001 from $485 million in 2000. These 
decreases were attributable to the DWR's purchasing SDG&E's net short position for most of 2001, as 
compared to higher electric commodity costs paid directly by SDG&E in 2000. See additional 
discussion below in "California Utility Operations." 

Other" Operating Revenues. Other operating revenues increased to $1.7 billion in 2001 from 
$1.3 billion in 2000, primarily due to higher revenues from SET. For the fourth quarter of 2001, other 
operating revenues decreased to $242 million from $481 million in 2000 primarily due to lower 
revenues from SET, resulting from the decreased volatility in energy commodity markets in the fourth 
quarter of 2001. See additional discussion below in "Sempra Energy Global Enterprises." 

Other Cost of Sales. Other cost of sales increased to $873 million in 2001 from $648 million in 2000, 
as discussed below in "Sempra Energy Global Enterprises." 

Other Operating Expenses. Other operating expenses increased to $1.8 biifion in 2001 from 
$1;6 billion in 2000, as discussed below in "California Utility Operations" and "Sempra Global 
Enterprises." 

Other Income 

Other income, which primarily consists of interest income from short-term investments, equity earnings 
from unconsolidated subsidiaries and interest on regulatory balancing accounts, was $57 million, 
$86 million'and $127 million in 2002, 2001 and 2000, respectively. The decrease in 2002 was primarily 
due to lower interest income from short-term investments and lower equity earnings from international 
investments, partially offset by increased earnings from SER's investment in the El Dorado power 
pi ant; as well as $22 million (pretax) in business interruption insurance proceeds related to outages at 
SER's El Dorado plant during 2001. The decrease in 2001 was primarily due to lower earnings from 
the El Dorado power plant and the 2000 gain on the sale of SoCalGas' minority investment in Plug 
Power; partially offset by higher interest income and the $19 million gain from SDG&E's sale of its 
property in Blythe, California in 2001. 

Other income for the fourth quarter was $16 million, $3 million and $42 million for 2002, 2001, and 
2000, respectively. The increase ,in 2002 was due primarily to lower net regulatory interest expense. 
The'decrease in'2001 from 2000 was due primarily to decreased equity earnings from unconsolidated 
subsidiaries. 

Interest Expense 

Interest expense was $294 million, $323 million and $286 million in 2002, 2001 and 2000, respectively. 
The decrease in 2002 was primarily due to an increase in capitalized interest related to construction 
projects, lower interest rates and the favorable effects of interest rate swaps. Interest rates on certain 
of' the company's debt can vary with credit ratings, as described in Notes 4 and 5 of the notes to 
Cohsolidated , Financial Statements. The increase in 2001 was primarily due to interest expense 
incurred on long-term debt issued in December of 2000 and June of 2001, and on higher short-term 
commercial paper borrowings ih 2001. 

Interest expense for the fourth quarter was $70 million, $63 million and $70 million in 2002, 2001 and 
2000,' respectively. The-increase in 2002 was attributable to the issuance of $600 million of equity units 
by^the'company and $250 million of first-mortgage bonds issued by SoCalGas, partially offset by 
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debt maturities at the California Utilities. The decrease in 2001 was due to lower debt balances and 
interest rates. 

Income Taxes 

Income tax expense was $146 million, $213 million and $270 million in 2002, 2001 and 2000, 
respectively- The effective income tax rates were 20.2 percent, 29.1 percent and 38.6 percent, 
respectively- The decreases in income tax expense and the effective rate for 2002 compared to 2001 
were primarily due to the favorable resolution of income-tax issues at SDG&E in the second quarter of 
2002 and increased income tax credits from synthetic fuel investments in 2002. The decreases in 
income tax expense and in the effective tax rate for 2001 compared to 2000 were primarily due to, the 
favorable settlement of various tax issues and higher income tax credits, partially offset by the fact that 
any income tax benefits from certain losses outside the United States, primarily related to the Nova 
Scotia franchise surrender noted above, were not yet recordable in 2001. 

Income tax expense for the fourth quarter was $3 million in 2002, compared to a benefit of $40 million 
in 2001 and expense of $103 million in 2000. The increase in 2002 was due primarily to increased 
income before taxes, as well as the resolution in 2001 of prior-year tax issues. The decrease in 2001 
compared to 2000 was due to the 2001 prior-year tax resolution, and lower income before taxes in the 
fourth quarter of 2001. The low effective income tax rate in the 2002 quarter was primarily due to 
increased income tax credits from affordable housing and synthetic fuel investments. These 
investments are discussed in Note 3 of the notes to Consolidated Financial Statements. 

Net Income 

Net income was $591 million, or $2.87 per diluted share of common stock, in 2002, compared to 
$518 million, or $2.52 per diluted share of common stock in 2001, and $429 million, or $2.06 per. 
diluted share of common stock in 2000. Net income in 2002 includes an extraordinary item of 
$16 million ($0.08 per diluted share of common stock) net of tax, related to SET'S acquisitions in 2002: 
($2 million of the after-tax gain was recorded in the quarter ended June 30, 2002, and $14 million in the 
quarter ended December 31 , 2002.) Excluding the effects of the extraordinary item, the increase in net 
income in 2002 was primarily due to improved results at SER, lower interest expense, the 2001 after
tax charge of $25 million for the surrender of the Nova Scotia natural gas distribution franchise and the 
effects of the income-tax matters referred to above, partially offset by lower income in 2002 from SET 
and the $20 million after-tax gain on sale of Energy America in 2001. The increase in 2001 compared 
to 2000 was primarily due to higher earnings from SET, as a result of higher volatility in the energy 
markets during the first half of 2001 and a substantial increase in trading volumes. Also contributing to 
the increase was the gain on the sale of Energy America, the favorable settlement of income.tax issues 
and the effect in 2000 of a $30 million after-tax charge at SDG&E for regulatory issues. These factors 
were partially offset by the surrender of the Nova Scotia natural gas distribution franchise, and lower 
income from SER and SEI. See additional discussion in "California Utility Operations", "Sempra Energy 
Trading" and "Sempra Energy International" below. 

Net income for the fourth quarter was $148 million, or $0.72 per diluted share of common stock in 
2002, compared with $107 million, or $0.52 per diluted share of common stock in 2001, and 
$95 million, or $0.47 per diluted share of common stock in 2000. Net income for the fourth quarter of 
2002 includes the extraordinary item related to SET'S acquisitions that increased net income by 
$14 million ($0.07 per diluted share of common stock). Excluding the effects of the extraordinary item, 
the increase in quarterly earnings in 2002 was primarily attributable to increased earnings at SET (from 
increased volatility in the energy markets and the contribution from the metals business) and increased 
earnings at SER from the DWR contract, offset partially by decreased profitability from SEI's Argentine 
investments. The increase in quarterly earnings for 2001 compared to 2000 was primarily attributable 
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to the favorable settlement of various income tax issues, partially offset by lower prices and reduced 
volatility in the energy markets, and development costs of new power plants. 

Book value per share was $13.79, $13.16 and $12.35, at December 31, 2002, 2001 and 2000, 
respectively. The increases in 2002 and 2001 were primarily the result of net income exceeding the 
sum of dividends and the foreign currency translation losses related to the Argentine peso (See Note 1 
of the notes to Consolidated Financial Statements). 

California Utility Operations 

To understand the operations and financial results of the California Utilities, it is important to 
understand,the ratemaking procedures to which they are subject. 

The California Utilities are regulated primarily by the California Public Utilities Commission (CPUC). It is 
the responsibility of the CPUC to regulate investor-owned utilities (lOUs) in a manner that serves the 
best interests of their customers while providing the lOUs the opportunity to earn a reasonable return 
on investment. 

In 1996, California enacted legislation restructuring California's electric industry. The legislation and 
related decisions of the CPUC were intended to stimulate competition and reduce electric rates. As 
part of the framework for a competitive electric-generation market, the legislation established the 
California Power Exchange (PX) and the Independent System Operator (ISO). The PX served as a 
wholesale power pool and the ISO scheduled power transactions and access to the electric 
transmission system. Supply/demand imbalances and a number of other factors resulted in abnormally 
high electric commodity costs beginning in mid-2000 and continuing into 2001. Due to subsequent 
industry restructuring developments, the PX suspended its trading operations in January 2001. As a 
result of the passage of Assembly Bill (AB) XI in February 2001, the DWR began, to purchase power 
from generators and marketers to supply a portion of the power requirements of the state's population 
that is served by lOUs. Through December 31, 2002, the DWR was purchasing SDG&E's full net short 
position (the power needed by SDG&E's customers other than that provided by SDG&E's nuclear 
generating facilities or its previously existing purchased power contracts). Starting on'January 1, 2003, 
SDG&E and the other lOUs resumed their electric commodity procurement function based on a CPUC 
decision issued in October 2002. 

The natural gas industry experienced an initial phase of restructuring during the 1980s by deregulating 
natural gas sales to noncore customers. In December 2001, the CPUC issued a decision related to 
natural gas industry restructuring, adopting several provisions that the California Utilities believe will 
make natural gas service more reliable, more efficient and better tailored to the desires of customers. 
The CPUC anticipated impiementation during 2002; however, implementation has been delayed. 

In connection with restructuring of the electric and natural gas industries, the California Utilities 
received approval from the CPUC for Performance-Based Ratemaking (PBR). Under PBR, income 
potential is tied to achieving or exceeding specific performance and productivity measures, such as 
demand side'management and customer growth, rather than solely to expanding utility plant. 

See additional discussion of these situations under "Factors Influencing Future Performance" and in 
Notes 13 and 14 of the notes to Consolidated Financial Statements. 
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The tables below summarize the California Utilities' natural gas and electric volumes and-revenues by 
customer class for the years ended DecembeV 31, 2002, 2001 and 2000. 

NATURAL GAS SALES, TRANSPORTATION & EXCHANGE 
(Dollars in millions, volumes in billion cubic feet) 
for the years ended December 31 

Natural Gas Sales 
Transportation & 

Exchange Total 

Volumes Revenue Volumes Revenue Volumes Revenue 

2002: 
Residential 289 $2,089 2 $ 8 291 $2,097 
Commercial and industrial 117 635 294 183 411 818 
Electric generation plants — — 264 51 264 51 
Wholesale — — 16 4 16 4 

406 $2,724 576 $246 982 2,970 

Balancing accounts and 
other 285 

Total $3,255 

2001: 
Residential 297 $2,797 2 $ 6 299 $2,803 
Commercial and industrial 113 903 262 174 375 1;077 
Electric generation plants — — 417 104 417 104 
Wholesale — — 40 10 40 10 

410 $3,700 721 $294 • 1,131 3;994 
Balancing accounts and 

other • 377 

Total $4,371 

2000: 
Residential 284 $2,446 3 $ 13 287 $2,459 
Commercial and industrial 107 760 339 225 446 985 
Electric generation plants — — 373 130 373 130 
Wholesale — — 25 18 ' 25 18 

391 $3,206 740 $386 1,131 3,592 
Balancing accounts and 

other 

Total 

(287) 

$3,305 
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ELECTRIC TRANSMISSION AND DISTRIBUTION 
(Dollars in millions, volumes in million kWhs) 
for the years ended December 31 

2002 2001 2000 

Volumes Revenue Volumes Revenue Volumes Revenue 

Residential 6,266 $ 649 6,011 $ 775 6,304 $ 730 
Commercial 6,053 633 6,107 753 6,123 747 
Industrial 1,883 160 2,792 325 2,614 310 
Direct access" 3,448 117 2,464 84 3,308 99 
Street.and highway lighting 88 9 89 10 74 7 
Off-system sales 5 t— 413 88 899 59 

17,743 1,568 17,876 2,035 19,322 1,952 
Balancing and other (306) (359) 232 

Total 17,743 . $1,262 17,876 $1,676 19,322 $2,184 

Although commodity-related revenues from the DWR's purchasing of SDG&E's net short position are 
not included in revenue, the associated volumes-and distribution revenue are included herein. 

California Utility Operations—2002 Compared to 2001 

Natural Gas Revenue and Cost of Gas Distributed. Natural gas revenues decreased to $3.3 billion in 
2002 from $4.4 billion in 2001, and the cost of natural gas distributed decreased to $1.4 billion in"2002 
from $2.5 billion in 2001. The decrease in natural gas revenue is primarily due-to lower natural gas 
prices and decreased transportation for electric generation plants-and the loss of approximately 
100 million cubic feet per day in load on the San Diego system when the North Baja pipeline began 
service in September 2002. The decrease in cost of natural gas distributed was primarily due to lower 
average natural gas commodity prices. For the fourth quarter, natural gas revenues increased to 
$968 million in 2002 from $773 million, in 2001, and the cost of natural gas_ distributed increased to 
$436 million in 2002 from $319 million in 2001 due primarily to increased natural gas prices. 

Under the current regulatory framework, changes in core-market natural gas prices (natural gas 
purchased for.customers that are primarily residential and small commercial and industrial customers, 
without alternative fuel capability) or consumption levels do not affect net income, since core customer 
rates generally recover the actual cost of natural gas on a substantially concurrent basis and 
consumption levels are fully balanced. However, SoCalGas' Gas Cost Incentive Mechanism (GCIM) 
allows SoCalGas to share in the savings or. costs from buying natural gas for customers below or 
above monthly benchmarks. The mechanism permits full recovery of all costs within a tolerance band 
above the.benchmark price and refunds all savings within a tolerance band below the benchmark 
price. The costs or savings outside the tolerance band are shared between customers and 
shareholders. See further discussion in Notes 1 and 14 of the notes to Consolidated Financial 
Statements. 

Electric Revenue and Cost of Electric Fuel and Purchased Power. Electric revenues decreased to 
$1.3 billion in 2002 from $1.7 billion in 2001, and the cost of electric fuel and purchased power 
decreased to $0.3 billion in 2002 from $0.8 billion in 2001. These decreases were primarily due to the 
DWRJs purchases of SDG&E's net short position for a full year in 2002, the effect of lower electric 
commodity costs and decreased off-system sales. Under the current regulatory framework, changes in 
commodity costs normally do not affect net income. The commodity costs associated with the DWR's 
purchases and the corresponding sale to SDG&E's customers are not included in the Statements of 
Consolidated Income as SDG&E was merely transmitting the electricity from the DWR to the 
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customers. Similarly, in 2001, PX/ISO power revenues have been netted against purchased-power 
expense to avoid double counting as SDG&E sold power to the PX/ISO' and then purchased power 
therefrom. 

For the fourth quarter, electric revenues increased to $312 million in 2002 from $284 million in.2001, 
and the cost of electric fuel and purchased power decreased to $76 million in 2002 from $87 million, in 
2001. The increase in electric revenues was due primarily to higher electric distribution and 
transmission revenue as well as additional revenues from the Incremental Cost Incentive Pricing (ICIP) 
mechanism, while the decrease in cost of electric fuel and purchased power was due primarily to a 
decrease in average electric commodity costs. Refer to Note 13 of the notes to Consolidated Financial 
Statements for further discussion of ICIP and the San Onofre Nuclear Generating Station (SONGS).:.. -. ; 

Other Operating Expenses. Other operating expenses increased to $1.4 billion in 2002 from 
$1.3 billion in 2001. For the fourth quarter, other operating expenses increased to $445 million in 2002 
from $366 million in 2001. The increases were primarily due to higher labor and employee benefits 
costs and increases in other operating costs, including operating costs that are associated with 
SDG&E's nuclear generating facilities and balancing account costs at SoCalGas. 

California Utility Operations—2001 Compared to 2000 

Natural Gas Revenue and Cost of Gas Distributed. Natural gas revenues increased to $4.4 billion in 
2001 from $3.3 billion in 2000, and the cost of natural gas distributed increased to $2.5 billion in 2001 
from $1.6 billion in 2000. These increases were due to higher average natural gas commodity prices 
and higher volumes of natural gas sales in 2001. For the fourth quarter, natural gas revenues 
decreased to $773 million in 2001 from $969 million in 2000, and the cost of natural gas distributed 
decreased to $319 million in 2001 from $511 million in 2000. These decreases were attributable to-the 
lower natural gas costs in the fourth quarter of 2001. 

Electric Revenue and Cost of Electric Fuel and Purchased Power. Electric revenues decreased to 
$1.7 billion in 2001 from $2.2 billion in 2000, and the cost of electric fuel and purchased power 
decreased to $0.8 billion in 2001 from $1.3 billion in 2000. For the fourth quarter, electric revenues 
decreased to $284 million in 2001 from $717 million in 2000, and the cost of electric fuel and 
purchased power decreased to $87 million in 2001 from $485 million in 2000. These decreases were 
primarily due to the DWR's purchasing of SDG&E's net short position starting in February 2001, offset 
by a $30 million after-tax charge for regulatory issues in 2000 related to a potential regulatory 
disallowance for the acquisition of wholesale power in the newly deregulated California market. 

Other Operating Expenses. Other operating expenses increased to $1.3 billion in 2001 from 
$1.1 billion in 2000. For the fourth quarter, other operating expenses increased to $366 million in 2001 
from $338 million in 2000. These increases were primarily due to increased wages and employee 
benefits costs, as well as increases in the operating costs that are associated with balancing accounts 
and, therefore, do not affect net income. 
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Sempra Energy Global Enterprises 
The following table is a summary of Global's operating revenues, cost of sales, operating expenses 
and operating income (loss) by business unit. 

For the Years ended December 31 

Dollars in millions 2002 2001 2000 

OPERATING REVENUES 
Sempra Energy Trading 
Sempra Energy Resources 
Sempra Energy International 
Sempra Energy Solutions 
Other 

Total 

COST OF SALES 
Sempra Energy Trading 
Sempra Energy Resources 
Sempra Energy International 
Sempra Energy Solutions 
Other 

Total 

OPERATING EXPENSES 
Sempra Energy Trading 
Sempra Energy Resources 
Sempra Energy International 
Sempra Energy Solutions 
Other 

Total . 

OPERATING INCOME (LOSS) 
Sempra -Energy Trading 
Sempra Energy Resources 
Sempra Energy International 
Sempra Energy Solutions 
Other 

Total 

$ 821 $1,047 $ 822 
349 178 11 
176 289 159 
177 180 103 
2 59 243 

$1,525 $1,753 $1,338 

$ 293 $ 320 $ 266 
218 185 2 
148 257 141 
56 92 57 
— 26 211 

$ 715 $ 880 $ 677 

$ 304 $ 370 $ 269 
44 21 19 
49 70 40 
66 68 51 
20 32 42 

$ 483 $ 561 $ 421 

$ 203 $ 330 $ 256 
84 (29) (13) 
(34) (51) (30) 
43 4 (18) 
(20) (3) (21) 

$ 276 $ 251 $ ,174 

Operating income (loss) is also net of depreciation and amortization expense, and taxes other than 
income taxes. It does not include foreign-currency gains, interest income, equity earnings from 
unconsolidated subsidiaries and other items that are included in "other income—net" in the Statements 
ofConsolidated Income. 

Revenues and cost of sales for the other business units of Global were higher in 2000 due to the sale 
of Energy America in January 2001. 

Global—2002 Compared to 2001 
Operating Revenues. Operating revenues for Global decreased to $1.5 billion in 2002 from 
$1.8 billion in 2001. This decrease was primarily due to lower revenues from SET as a result of 
decreased volatility in energy commodity markets and decreased energy commodity prices during 
2002, partially offset by increased revenues from new acquisitions. Additionally, SEI experienced lower 
revenues as a result of decreased prices for power from its Rosarito pipeline. These decreases were 
partially offset by the increase in SER's sales to the DWR that commenced in June 2001 through 
September 2001 at below cost, and recommenced in April 2002 at favorable contract rates under its 
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long-term contract. For the fourth quarter of 2002, other operating revenues increased to $416 million 
from $294 million in 2001. The increase was primarily due to increased revenues at SET as a result of 
higher volatility in energy commodity markets in the fourth quarter of 2002, as well as the increased 
revenues at SER. 

Cost of Sales. Other cost of sales decreased to $715 million in 2002 from $880 million in 2001. This 
decrease was primarily due to the lower operating revenues discussed above for SET and SEI, and 
lower costs for SES related to project deliveries, offset by increased costs associated with SEf^'s 
contract with the DWR. For the fourth quarter, other cost of sales increased to $207 million in 2002 
from $180 million in 2001, primarily related to the increased operating revenues at SET and SER. 

Operating Expenses. Operating expenses for Global decreased to $483 million in 2002 from 
$561 million in 2001. Operating expenses decreased due primarily to decreased labor costs associated 
with the lower SET and SEI revenues discussed above. For the fourth quarter, operating expenses 
increased to $138 million in 2002 from $109 million in 2001, due primarily to increased costs 
associated with the higher fourth quarter revenues at SET and SER. 

Global—2001 Compared to 2000 

Operating Revenues. Operating revenues for Global increased to $1.8 billion in 2001 from $1.3'billion 
in 2000. This increase was primarily due to higher revenues from SET as a result of increased volatility 
and trading volumes in energy commodity markets during the first haif of 2001, and due to SER's 
contracted sale of electricity to the DWR at a discounted price in 2001. This was partially offset by'the 
sale of Energy America in the first quarter of 2001. For the fourth quarter, other operating revenues 
decreased in 2001 from 2000 primarily due to lower revenues from SET as the result of the decreased 
volatility in energy commodity markets in the fourth quarter of 2001, as well as the sale of Energy 
America. 

Cosf of Sales. Other cost of sales increased to $880 million in 2001 from $677 million in 2000, 
primarily due to the increase in operating revenues for SET noted above and SER's costs associated 
with the DWR contract. For the fourth quarter, other cost of sales decreased in 2001 from 2000, 
primarily due to the decrease in the volatility of energy commodity markets previously mentioned. 

Operating Expenses. Operating expenses increased to $561 million in 2001 from $421 million in 
2000 due primarily to increased labor costs for SET's operations. For the fourth quarter, operating 
expense decreased in 2001 from 2000, primarily due to lower volatility of energy commodity markets. . 
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Net Income by Business Unit 

• For the years ended December 31 

Dollars in millions 2002 2001 2000 

California Utilities 
Southern California Gas Company 
San Diego Gas & Electric 

Total Utilities 
Global Enterprises 

Sempra Energy Trading 
Sempra Energy Resources 
Sempra Energy International 
Sempra Energy Solutions 
Interest and other 

Total Global Enterprises 
Sempra Energy Financial 
Parent and other 

Consolidated. 

$212 $207 $ 206 
203 177 145 

415 384 351 

126 196 155 
60 (27) 29 
26 25 33 
21 1 (14) 
(38) (22) (28) 

195 173 175 
36 28 28 
(55) (67) (125) 

$591 $518 $429 

Southern California Gas Company 

Net income for SoCalGas increased to $212 million in 2002 compared to $207 million in 2001 primarily 
due to lower interest expense in 2002, partially offset by higher depreciation in 2002 and the 2000 
GCIM award recorded in 2001. Net income for the fourth quarter of 2002 decreased compared to the 
fourth quarter of 2001, primarily due to increased operating costs, partially offset by lower interest 
expense in 2002. 

Net income for SoCalGas increased to $207 million in 2001 from $206 million in 2000 primarily due to 
higher natural gas volumes in 2001, offset by the gain on sale of SoCalGas' minority investment in 
Plug Power during 2000. Net income for the fourth quarter of 2001 decreased compared to the fourth 
quarter of 2000, primarily due to the sale of the investment in Plug Power. 

San Diego Gas & Electric 

Net income increased to $203 million in 2002 from $177 million in 2001. The increase was primarily 
due to a $25 million after-tax benefit from the favorable resolution of prior year income-tax issues in the 
second quarter of 2002 and lower interest expense in 2002, partially offset by the 2001 gain on sale of 
SDG&E's Blythe property and lower interest income in 2002. Net income increased to $53 million for 
the fourth quarter of 2002, compared to $45 million for the corresponding period in 2001 primarily due 
to higher natural gas and electric distribution and transmission revenues and income tax adjustments 
in 2002, partially offset by the 2001 Blythe gain. 

Net income increased to $177 million in 2001 from $145 million in 2000. The increase was primarily 
due to the Blythe gain, lower interest expense and a $30 million after-tax charge in 2000 related to a 
potential regulatory disallowance. These increases were partially offset by lower interest income from 
affiliates., Net income increased to $45 million for the fourth quarter of 2001, compared to $38 million 
for the corresponding period in 2000 as a result of the Blythe property sale. 
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Sempra Energy Trading 

SET recorded net income of $126 million in 2002, compared to net income of $196 million and 
$155 million in 2001 and 2000, respectively. The decrease in net income in 2002 compared to 2001: 
was primarily due to increased revenues in 2001 resulting from higher volatility in energy commodity 
markets during the first half of 2001, partially offset by the extraordinary gain of $16 million, earnings 
from new acquisitions and increased synthetic fuel credits in 2002. The increase in net income for 2001 
compared to 2000 was primarily due to high volatility in energy commodity markets during the first half 
of 2001 and an increase in trading volumes, partially offset by reduced profitability in Europe. 

A summary of SET'S net unrealized revenues for trading activities for the years ended December 31, 
2002 and 2001 (dollars in millions) follows: 

2002 2001 

Balance at beginning of year 
Additions 
Realized 

Balance at end of year 

$ 405 $ (72) 
442 1,333 
(667) (856) 

$180 $ 405 

The estimated fair values for SET'S net unrealized trading assets as of December 31, 2002, and the 
periods during which unrealized revenues are expected to be realized, are (dollars in millions): 

Source of fair value 2003 

2004 
and 

2005 

2006 
and' 

2007 Thereafter 

Total 
Fair 

Value 

Prices actively quoted $ 175 $100' $12 $— $ 287 
Prices provided by other external 

sources (6) (3) (4) 21 8 
Prices based on models and other valuation 

methods 4 9 11 2 26 

Over-the-counter revenue (1) 173 106 19 23 321 
Exchange contracts (2) (166) 24 1 — (141;) 

Total $ 7 $130 $20 $23 $ 180 

(1) The present value of unrealized revenue to be received or (paid) from outstanding OTC contracts. 
(2) Cash (paid) or received associated with open Exchange contracts. 

Sempra Energy Resources 

SER recorded net income of $60 million in 2002, compared to a net loss of $27 million in 2001 and net 
income of $29 million in 2000. The increase in results for 2002 was primarily due to SER's sales to the 
DWR that recommenced in April 2002 at contract rates under its long-term contract, compared to 2001 
sales which were at below cost, and the recovery in 2002 of business interruption insurance related to 
outages at the El Dorado plant in 2001. Losses in 2001 arose from development costs of new 
generation projects and from selling power to the DWR at below cost in 2001. 

Sempra Energy International 

Net income for SEI in 2002 was $26 million, compared to $25 million and $33 million for 2001 and 
2000, respectively. The increase in net income for 2002 was primarily due to the after-tax charge of 
$25 million in-2001 following the surrender of Sempra Atlantic Gas' natural gas distribution franchise in 
Nova Scotia, partially offset by reduced profitability from SEI's Argentine subsidiaries in 2002. A 
discussion of the Argentine economic issue is included in Notes 1 and 3 of the notes to 
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Consolidated Financial Statements. The decrease in net income for 2001 was primarily due to the 
surrender of the natural gas franchise noted above, partially offset by increased earnings at the Latin 
American subsidiaries. Additional information concerning the company's international operations is 
provided in Note 3 of the notes to Consolidated Financial Statements. 

Sempra Energy Solutions 

SES recorded net income of $21 million in 2002, compared to net income of $1 million'in 2001 and a 
net loss of $14 million in 2000. The increase in net income from 2001 to 2002 is primarily due to 
increased commodity sales. The loss for 2000 is primarily attributable to start-up costs, which 
continued in 2001 but which were more than offset by increased commodity sales in 2001. 

In-delivering electric and natural gas supplies to its commercial and industrial customers, SES hedges 
its price exposure through the use of exchange-traded and over-the-counter financial instruments. A 
summary of SES' net unrealized revenues for trading activities for the years ended December 31, 2002 
and 2001 (dollars in millions) follows: 

2002 2001 

Balance at beginning of year $ 55 $ , 1 
Additions 90 62 
Realized (55) (8) 

Balance at end of year $ 90 $55 

The estimated fair values for SES' net unrealized trading assets as of December 31, 2002, and the 
periods during which unrealized revenues are expected to be realized, are (dollars in millions): 

2004 2006 Total 
and and Fair 

Source of fair value 2003 2005 2007 Thereafter Value 

Exchange contracts $ 1 $— $ — $ — $ 1 
Prices actively quoted 48 32 8 1 89_ 

Total $49 $32 $ 8 $ 1 $90 

Sempra.Energy Financial 

SEF invests as a limited partner in affordable-housing properties. SEF's portfolio includes 
1,300 properties throughout the United States, including Puerto Rico and the Virgin Islands. These 
investments are expected to provide income tax benefits (primarily from income tax credits) over 
1,0:year periods. SEF also has an investment in a limited partnership which produces synthetic fuel 
from coal. SEF recorded net income of $36 million in 2002 and $28 million in each of 2001 and 2000. 
The increase in 2002 was due primarily to increased tax benefits resulting from increased synthetic fuel 
production. Whether SEF will invest in additional properties will depend on Sempra Energy's income 
tax position. 

Parent and Other 

Net losses for Parent and Other were $55 million, $67 million and $125 million in 2002, 2001 and 2000, 
respectively. The decrease in net losses in 2002 was attributable to the consolidating elimination of 
intercompany profits. During 2001, certain intercompany mark-to-market revenues recognized by 
subsidiaries were deferred in consolidation until the completion of the sales to the end customer. In 
2002, most of these deferred revenues were no longer deferred. The decrease in net losses from 2000 
to 2001 was due primarily to charges in 2000 relating to income tax and credit issues associated with 
pre-merger operations of subsidiaries that are no longer active. 
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CAPITAL RESOURCES AND LIQUIDITY 

The company's California Utility operations are the major source of liquidity. Funding of other business 
units' capital expenditures is partly dependent on the California Utilities' paying sufficient dividends to 
Sempra Energy. Beginning in the third quarter of 2000 and continuing into the first quarter of 2001, 
SDG&E!s liquidity and its ability to make funds available to Sempra Energy were adversely affected by 
the electric cost undercollections resulting from a temporary ceiling on electric rates legislatively 
imposed in response to high electric commodity costs. Growth in these undercollections ceased as a 
result of an agreement with the DWR, under which the DWR was obligated to purchase electricity for 
SDG&E's customers to fill SDG&E's full net short position consisting of the power and ancillary 
services required by SDG&E's customers that were not provided by SDG&E's nuclear generating 
facilities or its previously existing purchased-power contracts. The agreement with the DWR: extended 
through December 31, 2002. Starting on January 1, 2003, SDG&E and other California lOUs resumed 
their electric commodity procurement function based on a CPUC decision issued in October 2002. In 
addition, AB 57 and'implementing decisions by the CPUC provide for periodic adjustments to rates.that 
would reflect the costs of power and are intended to ensure the timejy recovery of any 
undercollections. 

Another issue with potential implications to capital resources and liquidity is the ownership of certain 
power sale contracts. The company believes that all profits associated with the contracts properly are 
for the benefit of SDG&E shareholders rather than customers, whereas the CPUC asserted that all the 
profits should accrue to the benefit of customers. On December 19, 2002, in a 3-to-2 decision, the 
CPUC approved a proposed settlement that divides the profits from these contracts, $199 million for 
SDG&E customers and $173 million for SDG&E shareholders. Of the $199 million in profits allocated to 
customers, $175 million had already been credited to ratepayers in 2001. The remaining $2^ million 
was applied as a balancing account transfer that reduced the AB 265 balancing account in December 
2002. The profits allocated to customers reduce SDG&E's AB 265 undercollection, but do not 
adversely affect SDG&E's financial position, liquidity or results of operations. The term of a 
commissioner who voted to approve the settlement has expired, and a new commissioner has been 
appointed. On January 29, 2003, the CPUC's Office of Ratepayer Advocates, the City of San Diego 
and the Utility Consumers' Action Network, a consumer-advocacy group, filed requests for a CPUC 
rehearing of the decision. On February 13, 2003, the company filed its opposition to rehearing of the 
decision. Parties requesting a rehearing and parties to any rehearing may also^appeal the CPUC's final 
decision to the California appellate courts. 

For additional discussion, see "Factors Influencing Future Performance-Electric Industry Restructuring 
ancTElectric Rates" herein and Note 13 of the notes to Consolidated Financial Statements. 

At December 31,, 2002, the company had $455 million in cash and $2.25 billion in unused, committed 
lines of credit available. As of December 31, 2002, $600 million of the lines was supporting commercial 
paper.and variable-rate debt. In addition, in February 2003, the company issued $400 million of senior 
unsecured notes with a 10-year term at a fixed interest coupon of 6 percent. The proceeds were used 
to repay short-term debt. 

Management believes these amounts, cash flows from operations, arid new security issuances will be 
adequate to finance capital expenditure requirements, shareholder dividends, any new business 
acquisitions or start-ups, and other commitments. If cash flows from operations were significantly 
reduced and/or the company was unable to issue new securities under acceptable terms,'neither of 
which is considered likely, the company would be required to reduce non-utility capital expenditures 
and investments in new businesses. Management continues to regularly monitor the company's" ability 
to adequately meet the needs of its operating, financing and investing activities. • ' • . * • 

At the California Utilities, cash flows from operations and from new and refunding debt issuances are 
expected to continue to be adequate to meet utility capital expenditure requirements and provide 
significant dividends to Sempra Energy. ^ 
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SET provides cash to or requires cash from Sempra' Energy as the level of its net trading, asset's 
fluctuates with prices, volumes, margin requirements (which are substantially affected by credit ratings 
'and..price fluctuations) and the length of'its various trading positions. Its status as a source or use of 
Sempra Energy cash also varies with its level of borrowing from its own sources. During 2002, SETs 
borrowings from the company varied from a low of $6 miilion to a high of $754 million, and were 
$418 million at December 31, 2002. Company management continuously monitors the level of SET's 
cash" requirements in light of the company's overall liquidity. Such monitoring includes the procedures 
discussed in "Market Risk" below. 

SER's projects are expected to be financed through, a combination of the existing synthetic lease, 
project.financing, SER's borrowings and funds from the company. Its capital expenditures over the next 
several years may require some additional funding. 

SEI is expected to require funding from the company and/or external sources to continue the 
expansiori-of its existing natural gas distribution operations in Mexico and its-planned development of 
liquefied natural gas (LNG) facilities. 

SES is expected to require moderate amounts'of cash in the near future-as its commodity and energy 
services businesses continue46 grow. 

SEF is expected to continue to be a net provider of cash through reductions of consolidated income-tax 
payments resulting from its investments .in affordable housing and synthetic fuel. 

CASH FLOWS FROM OPERATING ACTIVITIES 

Net cash provided by operating'activities totaled $1.4 billion, $0.7 billion and $0.9 billion for 2002, 2001 
and: 2000, respectively. The increase in cash flows >from operations in 2002 compared to 2001 was 
attributable to SDG&E's collection of a portion of prior purchased-power costs (the remaining balance 
of;which decreased to $392 million at December 31, 2001 and $215 million at December 31, 2002 from 
a lhigh in mid-2001 of $750 million), the refunds to large customers in 2001" resulting from AB 43X 
(whichiextended a temporary 6.S-cents^rate cap to include SDG&E's large customers), and the change 
to'a neLincome tax liability position at December 31, 2002 compared to a net income tax asset position 
at'the.end of'2001. In addition, cash flows from operations increased due to less growth in net trading 
assets.ahd the payment of-higher trade payables in 2001. These increases were partially offset by a 
decrease in deferred income taxes and investment tax credits and higher accounts receivable in ,2002 
resulting from an increase in SoCalGas' natural gas commodity costs for the fourth quarter of 2002 
compared to the corresponding period in the prior year. See further discussion on the 2001 impact of 
regulatory balancing accounts activity for the California Utilities below. 

The decrease in cash flows from operating activities in 2001 compared to 2000 was primarily 
attributable to the decrease in accounts payable due to lower natural gas costs-in 2001 compared to 
2000 and the result of balancing account activity at SoCalGas. This included returns of prior 
overcollections and the temporary effects of higher-than-expected costs of natural gas and public-
purpose programs and lower-than-expected sales voiumes. The decrease was partially offset by lower 
accounts; receivable balances at the end of 2001. The SoCalGas activity was further offset by the 
increase in overcollected balancing accounts at SDG&E and the fact that 2001 included refunds by 
SDG&E to large customers resulting from AB 43X. In 2000, SDG&E paid higher customer refunds for 
siirpjus rate-reductionTbond proceeds. 
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CASH FLOWS FROM INVESTING ACTIVITIES 

Net cash used in investing activities totaled $1.7 billion, $1.0 billion and $0.9 billion for 2002, 2001 and 
2000, respectively. The increase in cash used in investing activities in 2002 compared to 2001 was 
primarily due to increased capital expenditures primarily at SER and the California Utilities. 

For 2001, cash flows used in investing activities primarily consisted, of capital expenditures for the 
upgrade and expansion of utility plant in California, construction costs for facilities under development 
in Mexico, and investments in generating plants being constructed in the western United States, 
partially offset by net proceeds received from the sale of the company's investment in Energy America. 

Capital Expenditures for Property, Plant and Equipment 

Capital expenditures increased to $1.2 billion in 2002, compared with $1.1 billion in 2001. The increase 
was due to higher expenditures by SER and the California Utilities in 2002. Capital expenditures in 
2001 were $300 million higher than.in 2000 primarily due to. power plant construction costs,at SER. 
See further discussion below.. 

The California Utilities 

Capital expenditures for property, plant, and equipment by the California Utilities were $731 million-in 
2002 compared to $601 million in 2001 and $522. million in 2000.. The increases in 2002 and 2001 
were due to additions to SDG&E's natural gas and. electric distribution systems, improvements to 
SoCalGas' distribution system, and expansion, of pipeline capacity to meet increased demand by 
electric generators and by commercial and industrial customers. The expansion of SoCalGas' pipeline 
capacity was completed in 2002. 

Sempra Energy Resources 

On October 31., 2002, SER purchased a 305-megawatt, coal-fired power plant (renamed Twin Oaks 
Power) from Texas-New Mexico Power Company for $120 million. SER has a five-year contract toi sell 
substantially all of the output of the plant. In connection with the acquisition, SER also assumed a 
contract which includes annual commitments, to purchase lignite coal either until an aggregate 
minimum volume has been achieved or through 2025. See discussion below on SER's 2003 
commitments for construction of its power plants. 

In September 2001, ground was broken for the Mesquite Power Plant, Located'near Phoenix, Arizona; 
the $690 million, 1,250-megawatt project will provide electricity to wholesale energy markets in the 
Southwest region. Commercial operations at 50-percent capacity are expected to commence in June 
2003 and project completion is anticipated in January 2004. The project is being financed primarily via 
the synthetic lease agreement described in Note 15 of the notes to Consolidated Financial Statements. 
Construction expenditures as of December 31 , 2002 were $558 million and SER has commitments of, 
$50 million related to this project. Financing under the synthetic lease in.excess of $280 million 
requires 103 percent collateralization through the purchase of U.S. Treasury obligations in similar 
amounts. During 2002, the company purchased $228 million of U.S. Treasury obligations as collateral, 
which is included in "Investments" on the Consolidated Balance Sheets. 

In February 2001, the company announced plans to construct Termoelectrica de Mexicali, a $350 
million, 600-megawatt power plant near Mexicali, Mexico. Fuel for the plant will be supplied via the 
pipeline from Arizona to Tijuana discussed below. It is anticipated that the electricity produced by the 
plant will, be available for markets in California, Arizona and Mexico via a newly constructed 230,000-
volt transmission line. Construction of the power plant began in the second half of 2001. During 2002 
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and as of December 31, 2002, $158 million and $308 million, respectively, have been invested in the 
project, which.has begun testing and is scheduled for completion by mid-2003. 

Sempra Energy,International 

In the'third quarter of 2002, SEI completed construction of the 140-mile Gasoducto Bajanorte Pipeline 
that cbrinects the Rosarito Pipeline south of Tijuana, Mexico, with a pipeline being built by PG&E 
Corporation that will connect to Arizona. The 30-inch pipeline can deliver up to 500 million cubic feet 
per1 day of natural gas to new generation facilities in Baja California, including SER's Termoelectrica de 
Mexicaii power plant discussed above. Capacity on the pipeline is fully subscribed. Total capital 
expenditures of $124 million have been made by SEI through December 31, 2002. 

SEI's Mexican subsidiaries Distribuidora de Gas Natural (DGN) de Mexicali, DGN de Chihuahua and 
DGN de La Laguna Durango built and operate natural gas distribution systems in Mexicali, Chihuahua 
and the La Laguna-Durango zone'in north-central Mexico; respectively. At December 31, 2002, SEI 
owned interests of 60, 95 andi 100 percent in the projects, respectively. Through December 31, 2002, 
DGN de Mexicali, DGN de Chihuahua and DGN de La Laguna Durango have made capital 
expenditures of $23 million, $57 million and $32 million, respectively. Total capital expenditures for 
these subsidiaries in 2002 were $15 million. On February 7, 2003, SEI. completed its purchase of the 
remaining interests in DGN de Mexicali, DGN de Chihuahua, Transportadora de Gas Natural, a 
supplier of natural gas to the Presidente Juarez power plant in Rosarito, Baja California, and other 
subsidiaries. 

In October 2001, Sempra Energy announced plans to develop a major new LNG receiving terminal to 
bring natural gas supplies into northwestern Mexico and southern California. The plant, Energia Costa 
AzulJ would be located on the Pacific Coast, north of Ensenada, Baja California, Mexico. SEI initially 
purcliased a 300-acre site for the terminal for a purchase price of $19.7 million. Subsequently, it 
purchased additional land for the terminal for $2.6 million. As currently planned, the plant would have a 
send-rout capacity of approximately 1 billion cubic feet per day of natural gas through a new 40-mile 
pi pel ine, between the terminal and existing pipelines in the San Diego/Baja California border area. The 
project is currently estimated to.cost $600 million and to commence commercial operations in 2007. 

In 2000, SEI invested $159 million in two Argentine natural gas utility holding companies (Sodigas 
Pampeana S.A. and Sodigas Sur S.A.). 

Othe-

In 'February 2003, Sempra LNG Corp., a newly created subsidiary of Global, announced an agreement 
to acquire the proposed Hackberry, La., LNG project from a subsidiary of Dynegy, Inc. Sempra LNG 
Corp', initially will pay Dynegy $20 million, with additional payments contingent on the performance of 
the project. The project has received preliminary approval from the Federal Energy Regulatory 
Commission (FERC) and. expects a final decision later this year. If the project is approved, Sempra 
LNG Corp. would build an LNG receiving facility capable of processing up to 1.5 billion cubic feet per 
day of natural gas. The total cost of the project is expected to be about $700 million. The project could 
begin commercial operations as early as 2007. 

Investments 

Investments and acquisition costs, were $442:million, $111 million and $243 million for 2002, 2001 and 
2000', respectively. The iincrease in 2002 was due to collateral requirements associated with the 
synthetic lease financing for the construction of the Mesquite Power Plantand SETs^acquisition of new 
businesses: For discussion of the synthetic lease, see Note 15 of the notes to Consolidated Financial 
Statements. 
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Sempra Energy Trading 

During 2002, SET completed acquisitions that added base metals trading and warehousing to its 
trading business. On February 4, 2002, SET completed the acquisition of London-based Sempra 
Metals Limited, a leading metals trader on the London Metals Exchange! for $65 million, net of-'cash1 

acquired. On April 26, 2002, SET completed the acquisition of the assets of New York-based, Sempra 
Metals & Concentrates Corp., a leading global trader of copper, lead and zinc concentrates, for 
$24 million. Also in April 2002, SET completed the acquisition of the Liverpool, England-based 
Henry Bath & Sons Limited, which provides warehousing services for non-ferrous metals in Europe 
and Asia, and the assets of the U.S. warehousing business of Henry Bath, Inc., for a total ,of 
$30 million, net of cash acquired. All of these entities were part of the former M'G Metals Group, which 
had been recently acquired by Enron. In January 2003, SET purchased from CMS Energy's marketing 
and trading unit a substantial portion of its wholesale natural gas trading book for $17 million. 

Sempra Energy Resources 

During 2002 and 2001, SER invested $39 million and $91 million, respectively, in the Elk Hills Power 
Project (Elk Hills), a $395 million, 570-megawatt power plant near Bakersfield, California, which is 
anticipated to be completed in May 2003. SER anticipates its share of the remaining construction costs 
will be $35 million. Elk Hills, an unconsolidated subsidiary, is being developed in a 50/50 joint venture 
with Occidental Energy Ventures Corporation (Occidental) and will supply electricity to California. 
Information concerning litigation with Occidental is provided in Note 15 of the notes to Consolidated 
Financial Statements. 

I • . 

Other 

In (August 2000, SES purchased its partner's 5p-percent interests in Atlantic-Pacific Las Vegas and 
Atlantic-Pacific Glendale for a total of $40 million, thereby acquiring full ownership of these companies'. 

In September 2000, the company acquired for $8 million a significant minority interest in Atlantic 
Electric and Gas, a United Kingdom retail energy marketer. 

See further discussion of investing activities, including the $223 million foreign currency exchange 
adjustment relating to Argentina, in Note 3 of the notes to Consolidated Financial Statements. 

Future Construction Expenditures and Investments 

The company expects to make capital expenditures of $1.3 billion in 2003, including $300 million which 
is not yet committed. Significant capital expenditures are expected to include $750 million for California 
utility plant improvements and $230 million for SER power plant construction-and other capital projects. 
These expenditures are expected to be financed by operations and security issuances. 

Over the next five years, the company expects to make capital expenditures of approximately $4 billion 
at the California Utilities and is committed to $350 million of capital expenditures at the other 
subsidiaries, including completion of the three power plants being constructed by SER. In addition, the 
company is evaluating an additional $2 billion of capital expenditures, which is not yet committed. 

Construction, investment and financing programs are periodically reviewed and revised by the 
company in response to changes in economic conditions, competition, customer growth,*inflation', 
customer rates, the cost of capital, and environmental and regulatory requirements. In addition, the. 
unprecedented number of existing power plants and other energy-re la ted facilities that are in excess1 of 
market demand in certain regions of the country or that are owned by companies in financial distress 
may provide the company with opportunities to acquire existing power plants instead of or in addition to 
new construction. 
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The company's level of construction expenditures and investments in the next few years may vary 
substantially, and will depend on the availability of financing and business opportunities providing 
desirable rates of return. The company's intention is to finance any sizeable expenditures so as to 
maintain the company's strong .investment-grade ratings and capital structure. Smaller expenditures 
will be made by the use of existing liquidity. 

i 

CASH FLOWS FROM FINANCING ACTIVITIES 

Net cash provided by financing activities totaled $138 million, $275 million and $192 million for 2002, 
2001 and 2000, respectively. 

Cash flows from financing activities decreased in 2002 from 2001 due primarily to the higher temporary 
drawdowns of lines of credit in 2001, partially offset by new debt issuances in 2002. 

Net cash provided by financing activities in 2001 was more than that provided in 2000 due to a $160 
million loaaobtained from an unconsolidated affiliate in 2001. 

Long-Term and Short-Term Debt 
I 

In 2002, the company issued $1.2 billion in long-term debt, including $600 million of equity units at 
Sempra Energy and $250 million of 4.80% first-mortgage bonds at SoCalGas. The 4.80% first-
mortgage bonds mature on October 1, 2012. The bonds are not subject to a sinking fund and are not 
redeemable prior to maturity except through a make-whole mechanism. Proceeds from the bond sale 
have) become part of the company's general treasury funds to replenish amounts previously expended 
to refund and retire indebtedness and will be used for working capital and other general corporate 
purposes. Each equity unit consists of $25 principal amount of the company's 5.60% senior notes due 
May 117, 2007 and a contract to purchase for $25 on May 17, 2005, between .8190 and .9992. of a 
share of the company's common stock (to be determined by the then-prevailing market prices). The 
company used the net proceeds of the offering to repay a portion of its short-term debt, including debt 
used to finance the capital expenditure program for Global. In addition, SER drew down $300 million 
against a line of credit to finance construction projects and acquisitions. 

Repayment of long-term debt of $479 million included repayments at maturity of $100 million of 
SoCalGas' 6.875% first-mortgage bonds and $28 million of SDG&E's 7.625% first-mortgage bonds, 
and the calling of $10 million of SDG&E's 8.5% first-mortgage bonds. Additionally, the company repaid 
$200| million of the $300 million borrowed under a line of credit in 2002 and $66 million of rate-
reduction bonds. 

The net short-term debt reduction of $307 million in 2002 primarily consisted of the paydown of 
commercial paper. 

On September 30, 2002, SoCalGas cancelled a fixed-to-variable interest-rate swap on $175 million of 
first-mortgage bonds. The $6 milliom gain on the transaction is being amortized over the life of the 
bonds, which mature in 2025. i 

On September 10, 2002, Global replaced its expiring $1.2 billion revolving line of credit with a 
$950! million syndicated line. The new revolving line of credit is guaranteed by Sempra Energy and its 
interest rate varies with market rates' and credit ratings. It expires in September 2003, at which time 
outstanding borrowings may be converted to a one-year term loan. The agreement requires Sempra 
Energy to maintain a debt-to-total capitalization ratio (as defined in the agreement) of not to exceed 
65 percent. 
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In May 2002, SDG&E and SoCalGas replaced their individual revolving lines of credit with a combined 
revolving credit agreement under which each utility may individually borrow up to $300 million, subject 
to a combined borrowing limit for both utilities of $500 million. Each utility's revolving credit line expires 
on May 16, 2003, at which time it may convert its then outstanding borrowings to a one-year term, loan, 
subject to having obtained any requisite regulatory approvals. Borrowings under the agreement, whjch 
are available for general corporate purposes including back-up support for commercial paper and 
variable-rate long-term debt, would bear interest at rates varying with market rates and the borrowing 
utility's credit rating. The agreement requires each utility to maintain a debt-to-total capitalization ratio 
(as defined in the agreement) of not to exceed 60 percent. The rights, obligations and covenants of 
each utility under the agreement are individual rather than joint with those of the other utility, and.a 
default by one utility would not constitute a default by the other. 

In 2001, the company issued $500 million in long-term debt, primarily for capital expenditures by the 
Global subsidiaries. The net short-term debt increase of $310 million in 2001 primarily represented 
borrowings through Global. Funds were used to finance construction costs of various power plant and 
pipeline projects in California, Arizona and Mexico. During 2001, $82 million of the Employee Stock 
Ownership (ESOP) debt and $25 million of variable-rate unsecured bonds were remarketed at 
7.375 percent and 6.75 percent, respectively. In addition, SEI refinanced $160 million of its long-term 
notes through an Offering Memorandum of Chilquinta Energia Finance Co. LLC, which, like, the 
company's other investments in Peru and Chile, is owned 50 percent by SEI and 50 percent by PSEG 
Global. Repayments on long-term debt in 2001 included $150 million of first-mortgage bonds, 
$66 million of rate-reduction bonds and $120 million of unsecured debt. 

In 2000, the company issued $500 million of long-term notes and $200 million of mandatorily 
redeemable trust preferred securities to finance the repurchase of 36.1 million shares of its outstanding 
common stock. The company issued an additional $300 million of long-term notes during 2000 to repay 
a portion of its short-term debt. The net increase in short-term debt primarily represents borrowings 
through Global used to finance the construction of natural gas distribution systems by SEI 'and 
borrowings by SET to finance increased trading activities. Repayments on long-term debt in '2000 
included $10 million of first-mortgage bonds, $66 million of rate-reductjon bonds and $51 million of 
unsecured debt. In addition, in December 2000, $60 million of variable-rate industrial 'devebpmerit 
bonds were put back by the holders and remarketed in February 2001 at a fixed interest rate of 
7 percent. 

In February 2003, the company issued $400 million of senior unsecured notes with a 10-year term at a 
fixed interest rate of 6 percent. The proceeds were used to replace short-term debt. 

Capital Stock Transactions 

In April and May of 2002, the company publicly offered and sold $600 million of "Equity Units," Each 
unit consists of $25 of the company's 5.60% senior notes due May 17, 2007 and a contract to 
purchase for $25 on May 17, 2005, between .8190 and .9992 of a share of the company's common 
stock, with the precise number determined by the then-prevailing market price. The company used the 
net proceeds of the offering primarily to repay a portion of its short-term debt, including the repayment 
of $200 million borrowed by SER in April 2002 and other debt used to finance the capital expenditure 
program for Global. 

As noted above, in February 2000, the company completed a self-tender offer, purchasing 36..i million 
shares of its. outstanding common stock at $20 per share. In March 2000, the company's board of 
directors authorized the optional expenditure of up to $100 million to repurchase shares pf-cprnmon 
stock from time to time in the open market or in privately negotiated transactions, Under this 
authorization, the company acquired 162,400 shares in July 2000, 60,000 shares in November'2001 
and 674,400 shares in July 2002. 
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Dividends 
i 

Dividends paid on common stock amounted to $205 million in 2002, $203 million in 2001 and 
$244j million in 2000: The lower dividends in 2001 and 2002 were due to the company's repurchase of 
36.1 million shares of its outstanding common stock in 2000. 
The payment of future dividends and the amount thereof are within the discretion of the company's 
board of directors. The CPUC's regulation of the California Utilities' capital structure limits the amounts 
that are available for loans and dividends to the company from the California Utilities. At December 31, 
2002', SDG&E and SoCalGas each could have provided $250 million to Sempra Energy (combined 
loans and dividends). At December 31, 2002, SDG&E and SoCalGas had loans to Sempra Energy of 
$250 million and $86 million, respectively. 

Capitalization 
Total capitalization, including the current portion of long-term debt and excluding the rate-reduction 
bonds (which are non-recourse to the company) at December 31, 2002 was $7.8 billion. The debMo-
capitalization ratio was 59 percent at December 31, 2002. Significant changes in capitalization during 
2002 included long-term borrowings and dividends. 

Cash and Cash Equivalents 
I 

At December 31, 2002, the company had $455 million of cash and $2.35 billion of committed lines of 
credit, $100 million of which was borrowed. As of December 31, 2002, $600 million of the lines was 
supporting commercial paper and variable-rate debt. Management believes these amounts and cash 
flows from operations and new security issuances will be adequate to finance capital expenditures, 
shareholder dividends, any new business acquisitions or start-ups, and other commitments. 
Otherj information concerning the credit lines and related matters is provided in Notes 4, 5 and 10 of 
the. notes to Consolidated Financial Statements. 

' I 
Commitments 
The following is a summary of the company's principal contractual commitments at December 31, 2002 
(dollars in millions). Trading liabilities are not included herein as such derivative transactions are 
primarily hedged against trading assets. In addition, liabilities reflecting fixed price contracts and other 
derivatives are excluded as they are primarily offset against regulatory assets at the California Utilities. 
Additional information1 concerning commitments is provided above and in Notes 4, 5, 11 and 15 of the 
notes to Consolidated Financial Statements. 

By Period 

Description 2003 

2004 
and 

2005 

2006 
and 

2007 Thereafter Total 

$ 570 $ - $ - $ - $ 570 
281 1,145 783 2,159 4,368 

— — — 200 200 

3 3 19 25 
94 205 208 1,385 1,892 

257 455 437 2,285 3,434 
897 424 135 157 1,613 
162 7 — 95 264 
28 54 46 310 438 
20 22 9 258 309 
16 31 11 — 58 

$2,325 $2,346 $1,632 $6,868 $13,171 

Short-jterm debt 
Long-term debt 
Mandatorily redeemable trust preferred 

securities 
Preferred stock of subsidiaries subject to 

mandatory redemption 
Operating leases 
Purchased power contracts 
Natural gas contracts 
Construction commitments 
Twin Oaks coal supply 
SONGS decommissioning 
Environmental commitments 

Totals 
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Credit Ratings 

As of January 31, 2003, credit ratings for Sempra Energy and its primary subsidiaries were as follows:: 

S&P Moody's Fitch 

SENIPRA ENERGY 
Unsecured Debt A- Baal A 
Commercial Paper A-2 P-2 
Trust Preferred Securities BBB Baa2 A T 

SDG&E 

• 
Secured Debt A+ A1 AA 
Unsecured Debt A A2 •' 'AA-
Preferred Stock A- Baal A* 
Commercial Paper A-1 P-1 F1 + 

S O C A L G A S 

Secured Debt A+ A1 AA 
Unsecured Debt A A2 AA-
Preferred Stock A- Baal A+ 
Commercial Paper A-1 P-1 F1 + 

PACIFIC ENTERPRISES 
Preferred Stock 

GLOBAL 
Unsecured Debt guaranteed by Sempra Energy 
Sempra Guaranteed Commercial Paper 

BBB+ _ A+ 

Baal, 
A-2 P-2 F1 

As of January 31, 2003, the company has a stable outlook rating from all three credit rating agencies. 

FACTORS INFLUENCING FUTURE PERFORMANCE 

Base results of the company in the near future will depend primarily on the results of the California 
Utilities, while earnings growth and fluctuations will result primarily from activities at SET, SER; SEI 
and other businesses. The factors influencing future performance are summarized below; . 

CALIFORNIA UTILITIES 

Electric Industry Restructuring and Electric Rates 

Supply/demand imbalances and a number of other factors resulted in abnormally high electric-
commodity costs beginning in mid-2000 and continuing into 2001. This caused, SDG&E's customer bills 
to be substantially higher than normal. In response, legislation enacted in September 2000 imposed a 
ceiling of 6.5 cents/kilowatt hour (kWh) on the cost of electricity that SDG&E could pass on to Its smallr 
usage customers on a current basis. SDG&E accumulated the amount that it paid for electricity in 
excess of the ceiling rate in an interest-bearing balancing account. This undercollection amounted to 
$447 million, $392 million and $215 million at December 31, 2000, 2001 and 2002, respectively. 

In February 2001, the DWR began to purchase power from generators and marketers to supply .a 
portion of the state's power requirements that is served by lOUs. From early 2001 to December 3,1, 
2002, the DWR purchased SDG&E's full net short position (the power needed by SDG&E's customers; 
other than that provided by SDG&E's nuclear generating facilities or its previously existing purchase 
power contracts). In October 2002, the CPUC issued a decision directing the resumption of the electric 
commodity procurement function by lOUs by January 1, 2003. . . 
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An unresolved issue is the ownership of certain power sale profits stemming from intermediate term 
purcljiase power contracts entered into by SDG&E during the early stages of California's electric utility 
industry restructuring. On December 19, 2002, the CPUC rendered a 3-to-2 decision approving the 
Juhej2002 proposed settlement previously described in the company's Quarterly Report on Form 10-Q 
for the quarter ended September 30, 2002, that divides the profits from these contracts, $199 million 
for SDG&E customers and $173 million for SDG&E shareholders. Of the $199 million in profits 
allocated to customers, $175 million had already been credited to ratepayers in 2001. The remaining 
$24 million was applied as a balancing account transfer that reduced the AB 265 balancing account in 
December 2002. The profits allocated to customers reduce SDG&E's AB 265 undercollection, but do 
not adversely affect SDG&E's financial position, liquidity or results of operations. The term of a 
commissioner who voted to approve the settlement has expired, and a new commissioner has been 
appointed. On January 29, 2003, the CPUC's Office of Ratepayer Advocates, the City of San Diego 
and the Utility Consumers' Action Network, a consumer-advocacy group, filed requests for a CPUC 
rehearing of the decision. On February 13, 2003, the company filed its opposition to rehearing of the 
decision. Parties requesting a rehearing and parties to any rehearing may also appeal the CPUC's final 
decision to the California appellate courts. 

Operating costs of SONGS Units 2 and 3 (including nuclear fuel and related financing costs) and 
incremental capital expenditures are recovered through the ICIP mechanism which allows SDG&E to 
receive approximately 4.4 cents per kilowatt-hour for SONGS generation. Any differences between the 
actual amounts of these costs and the incentive price affect net income. For the year ended December 
31, 2002, ICIP contributed $50 million to SDG&E's net income. The CPUC has rejected an 
administrative law judge's proposed decision to end ICIP prior to its December 31, 2003 scheduled 
expiration date. However, the CPUC has also denied the previously approved market-based pricing for 
SONGS beginning in 2004 and instead provided for traditional rate-making treatment under which the 
SONGS ratebase would begin at zero,, essentially eliminating earnings from SONGS until ratebase 
grows. The company has applied for rehearing of this decision. 

See additional discussion of this and related topics in Note 13 of the notes to Consolidated Financial 
Statements. 

Natural Gas Restructuring and Gas Rates 

On December 11, 2001, the CPUC issued a decision adopting the following provisions affecting the 
structure of the natural gas industry in California, some of which could introduce additional volatility into 
the earnings of the California Utilities and other market participants: a system for shippers to hold firm, 
tradable rights to capacity on SoCalGas' major gas transmission lines, with SoCalGas' shareholders at 
risk for whether market demand for these rights will cover the cost of these facilities; a further 
unbundling of SoCalGas' storage services, giving SoCalGas greater upward pricing flexibility (except 
for storage service for core customers) but with increased shareholder risk for whether market' demand 
will cover storage costs; new balancing services, including separate core and noncore balancing 
provisions; a reallocation among customer classes of the" cost of interstate pipeline capacity held by 
SoCalGas and an unbundling of interstate capacity for natural gas marketers serving core customers; 
and the elimination of noncore customers' option to obtain natural gas procurement service from the 
California Utilities. During 2002 the California Utilities filed a proposed implementation schedule and 
revised tariffs and rules required for implementation. However, protests of these compliance filings 
were [filed and the CPUC has not yet authorized implementation of most of the provisions of its 
decision. On December 30, 2002, the CPUC deferred acting on a plan to implement its decision. 

Allowed Rates of Return 

Effective January 1, 2003, SoCalGas' authorized rate of return on ratebase (ROR) is 8.68 percent and 
its rate of return on common equity (ROE) is 10.82 percent. These rates will be effective until the next 
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periodic review by the CPUC unless market interest-rate changes are large- enough to trigger an 
automatic adjustment prior thereto, which last occurred in October 2002 and adjusted rates downward 
from the previous 9.49 percent (ROR) and 11.6 percent (ROE) to the current levels. This change 
results in a revenue requirement decrease of $10.5 million. 

Effective January 1, 2003, SDG&E's authorized rate of return on equity is 10.9 percent (increased from 
10.6 percent) for SDG&E's electric distribution and natural gas businesses. This change results in a 
revenue requirement increase of $2.4 million ($1.9 million electric and $0.5 million natural gas) and 
increases SDG&E's overall rate of return from 8.75 percent to 8.77 percent. These rates remain in 
effect through 2003. 

Either utility can earn more than the authorized rate by controlling costs below approved levels or by 
achieving favorable results in certain areas such as various incentive mechanisms. In addition, 
earnings are affected by customer growth. 

Cost of Service (COS) and Perform a nee-Based Regulation 

The COS and PBR cases for the California Utilities were filed on December 20, 2002. The filings 
outline projected expenses (excluding the commodity cost of electricity or natural gas consumed by 
customers or expenses for programs such as low-income assistance) and revenue requirements for 
2004 and a formula for 2005 through 2008. SoCalGas' cost of service study proposes an increase in 
natural gas base rate revenues of $130 million. SDG&E's cost of service study proposes increases in 
electric and natural gas base rate revenues of $58.9 million and $21.6 million, respectively. The filings 
also requested a continuance and expansion of PBR in terms of earnings sharing and performance 
service standards that include both reward and penalty provisions related to customer satisfaction, 
employee safety and system reliability. The resulting new base rates are expected to be effective on 
January 1, 2004, A CPUC decision is expected in late 2003. The California Utilities' profitability is 
dependent upon their ability, to control costs within base rates. The California Utilities' 
PBR mechanisms are in effect through December 31, 2003, at which time'the mechanisms will be 
updated. That update will include, among other things, a reexamination of the California Utilities' 
reasonable costs of operation to be allowed in rates. 

An October 10, 2001 decision denied the California Utilities' request to continue equal sharing between 
ratepayers and shareholders of the estimated savings for the merger discussed in Note 1 and, instead, 
ordered that all of the estimated 2003 merger savings go to ratepayers. This decision will adversely 
affect the California Utilities' 2003 net income by $35 million. 

Utility Integration 

On September 20, 2001, the CPUC approved Sempra Energy's request to integrate the management 
teams of the California Utilities. The decision retains the separate identities of each utility and is not a 
merger. Instead, utility integration is a reorganization that consolidates senior management functions of 
the two utilities and returns to the utilities the majority of shared support services previously provided 
by Sempra Energy's centralized corporate center. Once implementation is completed, the integration is 
expected to result in more efficient and effective operations. In a related development, an August 2002 
CPUC interim decision denied a request by the California Utilities to combine their natural gas 
procurement activities at this time, pending completion of the CPUC's ongoing investigation of market 
power issues. 

SEMPRA ENERGY G L O B A L E N T E R P R I S E S 

Electric-Generation Assets 

As discussed in "Cash Flows Used In Investing Activities" above, the company is involved in the 
development of several electric-generation projects that will significantly impact the company's future 
performance. The power plants that SER is building in Arizpna, California and Mexico are on schedule 
to commence operations by January 2004. SER has approximately 2,700 megawatts of new 
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generation in operation or under construction. The 570-megawatt Elk Hills power project, 50 percent 
owned by SER and located near Bakersfield, California, is expected to begin commercial operations in 
May| 2003. The 1,250-megawatt Mesquite Power Plant near Phoenix, Arizona, is expected to 
commence commercial operations at 50-percent capacity in June 2003 and at full capacity in January 
2004.,Termoelectrica de Mexicali, a 600-megawatt power plant near Mexicali, Baja California, Mexico, 
is'expected to commence commerciaf operations in the summer of 2003. The 305-megawatt Twin 
Oaks Power Plant located near Bremond, Texas, was acquired in October 2002. Electricity from the 
plants will be available for markets in California, Arizona, Texas and Mexico. SER's projected portfolio 
of plants in the western United States and Baja California may be used to supply power to California 
under SER's agreement with the DWR. See further discussion concerning SER's contract with the 
DWR in Note 15 of the notes to Consolidated Financial Statements. 

See additional discussion of these projects in "Investments," below and in Notes 2, 3 and 15 of the 
notes to Consolidated Financial Statements. 

Investments 

As discussed in "Cash Flows Used In Investing Activities" above, during 2002, SET completed 
acquisitions that added base metals trading and warehousing to its trading business. These 
acquisitions are Sempra Metals Limited, Sempra Metals & Concentrates Corp., Henry Bath & Sons 
Limited and Henry Bath, Inc., and are further described in "Cash Flows From investing Activities." In 
addition, on October 31, 2002, SER completed its previously announced acquisition of a 
305-megawatt, coal-fired power plant (renamed Twin Oaks Power) from Texas-New Mexico Power 
Company for $120 million. SER has a five-year contract to sell substantially all of the output of the 
plant' In connection with the acquisition, SER also assumed a contract which includes, annual 
commitments to purchase lignite coal either until an aggregate minimum volume has been achieved or 
through 2025. These acquisitions contributed to Sempra Energy's earnings in 2002. 

I 

Also 'during 2002, SEI purchased over 300 acres of land north of Ensenada, Baja California, for $22.3 
million. The land is the planned site of Energia Costa Azul, the LNG receiving terminal SEI is 
developing to bring natural gas supplies into northwestern Mexico and southern California. As currently 
planned, the plant would have a send-out capacity of 1 billion cubic feet per day of natural gas through 
a new 40-mile pipeline between the terminal and existing pipelines in the San Diego/Baja California 
border area. The plant is expected to cost $600 million and to commence commercial operations in 
2007! 

In February, 2003, Sempra LNG Corp., a newly created subsidiary of Global, announced an agreement 
to acquire the proposed Hackberry, La., LNG project from a subsidiary of Dynegy, Inc. Sempra LNG 
Corp) initially will pay Dynegy $20 million, with additional payments contingent on the performance df 
the project. The project has received preliminary approval from the FERC and expects a final decision 
later this year. If the project is approved, Sempra LNG Corp. would build an LNG receiving facility 
capable of processing up to 1.5 billion cubic feet per day of natural gas. The total cost of the project is 
expected to be about $700 million. The project could begin commercial operations as early as 2007. 

See additional discussion of these investments and projects in "Capital Expenditures for Property, 
Plant and Equipment" above and in Notes 2, 3 and 15 of the notes to Consolidated Financial 
Statements. 

The devaluation of the Argentine peso, which is noted above and further described in Note 3 of the 
notes! to Consolidated Financial Statements, is expected to have an adverse effect on future earnings 
of the Argentine operations, but the extent of the effect is not yet determinable. 
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MARKET RISK 

Market risk is the risk of erosion of the company's cash flows, net income, asset values and equity due 
to adverse changes in prices for various commodities, and in interest and foreign-currency rates. 

The company's policy is to use derivative physical and financial instruments to reduce its exposure to 
fluctuations in interest rates, foreign-currency exchange rates and commodity prices. The company 
also uses and trades derivative physical and financial instruments in its energy trading and marketing 
activities. Transactions involving these financial instruments are with major exchanges and other firms 
believed to be credit worthy. The use of these instruments exposes the company to market and credit 
risks which, at times, may be concentrated with certain counterparties. At December 31, 2002, SET 
was due approximately $100 million from the ISO, for which the company believes adequate reserves 
have been recorded. Except for the ISO receivable there were no unusual concentrations at December 
31, 2002, that would indicate an unacceptable level of risk. Credit risks associated with concentration 
are discussed below under "Credit Risk." 

The company has adopted corporate-wide policies governing its market-risk management and trading 
activities. Assisted by the company's Energy Risk Management Group (ERMG), the company's Energy 
Risk Management Oversight Committee, consisting of senior officers, oversees company-wide energy 
risk management activities and monitors the results of trading activities to ensure compliance with the 
company's stated energy-risk management and trading policies. Utility management receives daily 
information on positions and the ERMG receives information detailing positions creating market and 
credit risk from all company affiliates (on a delayed basis as to the California Utilities). The ERMG 
independently measures and reports the market and credit risk associated with these positions. In 
addition, all affiliates have groups that monitor energy-price risk management and trading activities 
independently from the groups responsible for creating or actively managing these risks. 

Along with other tools, the company uses Value at Risk (VaR) to measure its exposure to market risk. 
VaR is an estimate of the potential loss on a position or portfolio of positions over a specified holding 
period, based on normal market conditions and within a given statistical confidence interval. The 
company has adopted the variance/covariance methodology in its calculation of VaR, and uses both 
the 95-percent and 99-percent confidence intervals. VaR is calculated independently by the ERMG for 
all company affiliates. Historical volatilities and correlations between instruments and positions are 
used in the calculation. 

SET derives a substantial portion of its revenue from trading activities in natural gas, electricity; 
petroleum, petroleum products, metals and other commodities. Profits are earned as SET acts as a 
dealer in structuring and executing transactions that assist its customers in managing their energy-
price risk. In addition, SET may take positions in commodity markets based on the expectation of 
future market conditions. These positions include options, forwards, futures and swaps. 

Following is a summary of SET's trading VaR profile (using a one-day holding period) in millions of 
dollars: 

95% 99% 

December 31, 2002 $4.6 $6.5 
2002 average 6.2 8.7 
December 31, 2001 6.9 9.7 
2001 average 6.1 8.6 

SES derives a substantial portion of its revenue from delivering electric and natural gas supplies to its 
commercial and industrial customers. Such contracts are hedged to preserve margin and carry minimal 
market risk. Exchange-traded and over-the-counter instruments are used to hedge contracts. 
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The California Utilities use energy derivatives to manage natural gas price risk associated' with 
servicing their load requirements. In addition, they make limited use of natural gas derivatives for 
trading purposes. These instruments can include forward contracts, futures, swaps, options and other 
coritracts. )h the case of both price-risk management and trading activities, the use of derivative 
financial instruments by the California Utilities is subject to certain limitations imposed by company 
policy and regulatory requirements. See the continuing discussion below and Note 10 of the notes to 
Consolidated Financial Statements for further information regarding the use of energy derivatives by 
the Cafifornia Utilities. 

i 
Additional information is provided in.Note 10 of the notes to Consolidated Financial Statements. 

The following discussion of the company's primary market-risk exposures as of December 31, 2002 
includes a discussion of how these exposures are managed. 

Commodity-Price Risk 

Martlet risk related to physical commodities is created by volatility in the prices and basis of certain 
commodities. The company's market risk is impacted by changes in volatility and liquidity in the 
markets in which these commodities or related financial instruments are traded. The company's 
various affiliates are exposed, in varying .degrees, to price risk primarily in the petroleum, metals, 
natural gas and electricity markets. The company's policy is to manage this risk within a framework that 
considers the unique markets, and operating and regulatory environments of each affiliate. 

Sempra Energy Trading 

SET derives a substantial portion of its revenue from its worldwide trading activities in natural gas, 
petroleum, metals, electricity, and other commodities. As a result, SET is exposed to price volatility in 
the related domestic and international markets. SET conducts these activities within a structured and 
disciplined risk management and control framework that is based on clearly communicated policies 
and procedures, position limits, active and ongoing management monitoring and oversight, clearly 
defined roles and responsibilities, and daily risk measurement and reporting. 

Sempra Energy Solutions 

SES derives a portion of its, revenue from delivering electricand gas supplies to its customers. Such 
contracts are designed to preserve margin and carry minimal market risk. Exchange-traded and over-
the-counter instruments are used to hedge contracts. The derivatives and financial instruments used to 
hedge the transactions include swaps, forwards, futures, options or combinations thereof. 

California Utilities 

With respect to the California Utilities, market risk exposure is limited due to CPUC authorized rate 
recovery of commodity purchase, sale and storage activity. However, the California Utilities may, at 
times', be exposed to market risk as a result of activities under SDG&E's natural gas PBR and electric 
procurement or SoCalGas' GCIM, which are discussed in Notes 13 and 14 of the notes to 
Consolidated Financial Statements. They manage their risk within the parameters of the company's 
market-risk management and trading framework. As of December 31, 2002, the total VaR of the 
California Utilities' natural gas and electric positions was not material. . 
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interest-Rate Risk 

The company is exposed to fluctuations.in interest rates primarily as a result of its long-term debt. The 
company historically has funded utility operations through long-term debt issues with fixed interest 
rates and these interest rates are recovered, in utility rates. With the restructuring of the regulatory 
process, the CPUC has permitted greater flexibility in the use; of debt. As a result, some recent debt 
offerings have been selected with short-term maturities to take advantage of yield curves, or have used 
a combination of fixed-rate and floating-rate debt. Subject to regulatory constraints, interest-rate swaps 
may be used to adjust interest-rate exposures when appropriate, based upon market conditions. 

At December 31, 2002, the California Utilities had $1.9 billion of fixed-rate debt and $0.1 billion of 
variable-rate'debt. Interest on fixed-rate utility debt is fully recovered in rates on a historical cost basis 
and interest on variable-rate debt is provided for in rates on a forecasted basis. At December 31, 2002, 
utility fixed-rate debt had a one-year VaR of $394 million and utility variable-rate debt had a one-year 
VaR of $0.1 million. Non-utility debt (fixed-rate and variable-rate) was $2.3 billion at December 31, 
2002, with a one-year VaR of $199 million. 

At December 31, 2002, the notional amount of interest-rate swap transactions totaled $500 million. See 
Notes' 5 and 10 of the notes to Consolidated Financial Statements for further information regarding 
these swap transactions. 

In addition the company is ultimately subject to the effect of interest rate fluctuation on the assets of its 
pension plan. 

Credit Risk 

Credit risk is the risk of loss that would be incurred as a result of nonperformance by counterparties of 
their contractual obligations. As with market risk, the company has adopted corporate-wide policies 
governing the management of credit risk. Credit risk management is under the oversight of .the Energy 
Risk Management Oversight Committee, assisted by the ERMG and the California Utility's .credit 
department. Using rigorous models, the ERMG continuously .calculates current and potential credit risk 
to counterparties to ensure the risk stays within approved limits. The company avoids concentration of 
counterparties and management believes its credit policies with regard to counterparties significantly 
reduce overall credit risk. These policies include an evaluation of prospective counterparties' financial 
condition (including credit ratings), collateral requirements under certain circumstances, and the use of 
standardized agreements that allow for the netting of positive and negative exposures associated with 
a single counterparty. At December 31, 2002, SET was due approximately $100 million from the ISO, 
for which the company believes adequate reserves have been recorded. Except for this matter, neither 
the company nor its subsidiaries are party to any material concentration-of credit risk. 

The company monitors credit risk through a credit-approval process and the assignment and 
monitoring of credit limits. These credit limits are established based on risk and return considerations 
under terms customarily available in the industry. 

The company periodically enters into interest-rate swap agreements to moderate exposure to interest-
rate changes and to lower the overall cost of borrowing. The company would be exposed to interest-
rate fluctuations on the underlying debt should other parties to the agreement not perform. See the 
"Interest-Rate Risk" section above for additional information regarding the company's use of interest-
rate swap agreements. 
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Foreign-Currency-Rate Risk 

The company is subject to foreign-currency-rate risk in its international operations. The company has 
investments in entities whose functional currency is not the U.S. dollar, which exposes the company to 
foreign exchange movements, primarily in Latin American currencies. As a result of the devaluation of 
the (Argentine peso, as of December 31, 2002, SEI has adjusted its investment in its two 
unconsolidated Argentine subsidiaries downward by $223 million, which is included in "other 
comprehensive income (loss)" on the Consolidated Balance Sheets. As the Argentine peso has been 
significantly devalued and will float freely in the foreign exchange market, the company recognizes that 
both income and cash flows associated with the investments are likely to be reduced; however, the 
company believes that they will remain' sufficiently positive to support the carrying values of the 
investments. The company does not anticipate adverse developments that would change this view. On 
September 5, 2002, SEI filed for international arbitration under the 1994 Bilateral Investment Treaty 
between the United States and Argentina for recovery of the diminution of the value of its investments 
resulting from government actions. See further discussion in Note 3 of the notes to Consolidated 
Financial Statements. 

In appropriate instances, the company may attempt to limit its exposure to changing foreign-exchange 
rates through both operational and financial market actions. Financial actions may include entering into 
forward, option and swap contracts to hedge existing exposures, firm commitments and anticipated 
transactions. As of December 31, 2002, the company had no significant arrangements of this type. 

CRITICAL ACCOUNTING POLICIES 

Certain accounting policies are viewed by management as critical because their application is the most 
relevant, judgmental and/or material to the company's financial position and results of operations, and/ 
or because they require the use of material judgments and estimates. 

The company's most significant accounting -policies are described in Note 1 of the notes to 
Consolidated Financial Statements. The most critical policies, all of which are mandatory under 
generally accepted accounting principles and the regulations of the Securities and Exchange 
Commission, are the following: 

Statement of Financial Accounting Standards (SFAS) 71 "Accounting for the Effects of Certain 
Types of Regulation," has a significant effect on the way the California Utilities record assets 
and liabilities, and the related revenues and expenses, that would not otherwise be recorded, 
absent the principles contained in SFAS 71. 

SFAS 133 "Accounting for Derivative Instruments and Hedging Activities" and SFAS 138 
"Accounting for Certain Derivative. Instruments and Certain Hedging Activities," have a 
significant effect on the balance sheets of the California Utilities but have no significant effect 
on their income statements because of the principles contained in SFAS 71. 

Issue 02-3 of the Emerging Issues Task Force (EITF) of the Financial Accounting Standards 
Board (FASB) "Issues Involved in Accounting for Derivative Contracts Held for Trading 
Purposes and Contracts Involved in Energy Trading and Risk Management Activities" has a 
significant effect on- the financial statements of SET and SES, both of which had been 
recording transactions in accordance with EITF Issue 98-10, which is being eliminated by 
EITF Issue 02-3. However, most of the trading assets and liabilities of SET and SES will now 
be covered by SFAS 133 and SFAS 138, which have a similar effect. 
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In connection with the application of these and other accounting policies, the company makes 
estimates and judgments about various matters. The most significant of these involve: 

The calculation of fair or realized values (including the likelihood of fully realizing the value of 
the investments in Argentina under the Bilateral Investment Treaty). • . >•, r • 

The collectibility of regulatory and other assets. 

The costs to be incurred in fulfilling certain contracts that have been marked to market. 

The likelihood of recovery of various deferred tax assets. 

Differences between estimates and actual amounts have had significant impacts in the past and are 
likely to do so in the future. 

As discussed elsewhere herein, the company uses exchange quotations or other third-party pricing to 
estimate fair values whenever possible. When no such data is available, it uses internally developed 
models and other techniques. The assumed collectibility of regulatory assets considers legal and 
regulatory decisions involving the specific items or similar items. The assumed collectibility of other 
assets considers the nature of the item, the enforceability of contracts where applicable, the 
creditworthiness of the other parties and other factors. Costs to fulfill marked-to-market contracts are 
based on prior experience. The likelihood of deferred tax recovery is based on analyses of the deferred 
tax assets and the company's expectation of future financial and/or taxable income, based on'its 
strategic planning. 

Choices among alternative accounting policies that are material to the company's financial statements 
and information concerning significant estimates have been discussed with the audit committee of the 
board of directors. 

NEW ACCOUNTING STANDARDS 

New pronouncements by the FASB that have recently become effective or are yet to be effective are 
SFAS 142 through SFAS 149 and Interpretations 45 and 46. They are described in Note 1 of the notes 
to Consolidated Financial Statements. SFAS 142 affects net income by replacing the amortization of 
goodwill with periodic reviews thereof for impairment with charges against income when impairment is 
found. SFAS 143 requires accounting and disclosure changes concerning legal obligations related'to 
future asset retirements. SFAS 144 supercedes SFAS 121 in dealing with other asset impairment 
issues. SFAS 145 makes technical corrections to previous statements. SFAS 146 deals with exit and 
disposal activities, replacing EITF Issue 94-3. SFAS 147 deals with acquisitions of financial institutions. 
SFAS 148 amends SFAS 123 and adds two additional transition methods to the fair value method of 
accounting for stock-based compensation. SFAS 149 establishes standards for accounting for financial 
instruments with characteristics of liabilities and equity. Interpretation 45 clarifies that a guarantor is 
required to recognize a liability for the fair value of the obligation undertaken in issuing a guarantee. 
Interpretation 46 addresses consolidation by business enterprises of variable-interest entities 
(previously referred to as "special-purpose entities" in most cases). Pronouncements that have or 
potentially could have a material effect on future earnings are described below. 

SFAS 143, "Accounting for Asset Retirement Obligations": SFAS 143, issued in July 2001, addresses 
financial accounting and reporting for legal obligations associated with the retirement of tangible long-
lived assets. It requires entities to record the fair value of a liability for an asset retirement obligation in 
the period in which it is incurred. SFAS 143 is effective for the company beginning in 2003. See further 
discussion in Note 1 of the notes to Consolidated Financial Statements. 
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SFAS 149, "Accounting for Certain Financial Instruments with Characteristics of Liabilities and Equity": 
On January 22, 2003, the FASB directed its<staff to prepare a draft of SFAS 149. The final draft is 
expected to be issued in March 2003. The statement will establish standards for accounting for 
financial instruments with characteristics of liabilities, equity, or both. The FASB decided that SFAS 
149 will prohibit the presentation of certain items in the mezzanine section (the portion of a balance 
sheet between liabilities and equity) of the statement of financial position. As such, certain mandatorily 
redeemable preferred stock, which is currently included in the mezzanine section, may be classified as 
a liability once SFAS 149 goes into effect. The proposed effective date of SFAS 149 is July 1, 2003 for 
the company. 

E/TFj Issue 02-3, "Issues Involved in Accounting for Derivative Contracts Held for Trading Purposes 
and Contracts Involved in Energy Trading and Risk Management Activities": In June 2002, EITF Issue 
02-3! codified and reconciled existing guidance on the recognition and reporting of gains and losses on 
energy trading contracts and addressed other aspects of the accounting for contracts involved in 
energy trading and risk management activities. Among other things, the consensus requires that SES 
change its method of recording trading activities from gross to net. 

In October 2002, the EITF reached a consensus to rescind Issue 98-10 "Accounting for Contracts 
Involved in Energy Trading and Risk Management Activities," the basis for mark-to-market accounting 
used for recording energy-trading activities by SET and SES. The consensus requires that all new 
energy-related contracts entered into subsequent to October, 25,^2002, including inventory, should be 
accounted for under accrual accounting and will not qualify for mark-to-market accounting unless the 
contracts meet the requirements stated under SFAS 133 "Accounting for Derivative Instruments and 
Hedging Activities" and all contracts entered into on or before October 25, 2002 are similarly affected 
beginning January 1, 2003. See Note 10 of the notes to Consolidated Financial Statements for 
additional information concerning SFAS 133 derivatives. 

INFORMATION REGARDING FORWARD-LOOKING STATEMENTS 

This (Annual Report contains statements that are not historical fact and constitute forward-looking 
statements within the meaning of the Private Securities Litigation Reform Act of 1995. The words 
"estimates," "believes," "expects," "anticipates," "plans," "intends," "may," "would" and "should" or 
similar expressions, or discussions of strategy or of plans are intended to identify forward-looking 
statements. Forward-looking statements are not guarantees of performance. They involve risks, 
uncertainties and assumptions. Future results may differ materially from those expressed in these 
forward-looking statements. 

Forward-looking statements are necessarily based upon various assumptions involving judgments with 
respect to the future and other risks, including, among others, local, regional, national and international 
economic, competitive, political, legislative and regulatory conditions and developments; actions by the 
CPUC, the California Legislature, the DWR and the FERC; capital market conditions, inflation rates, 
interest rates and exchange rates; energy and trading markets, including the timing and extent of 
changes in> commodity prices; weather conditions and conservation efforts; war and terrorist attacks; 
business, regulatory and legal decisions; the pace of deregulation of retail natural gas and electricity 
delivery; the timing and success of business development efforts; and other uncertainties, all of which 
are difficult to predict and many of which are beyond the control of the company. Readers are 
cautioned not to rely unduly on any forward-looking statements and are urged to review and consider 
carefully the risks, uncertainties and other factors which affect the company's business described in 
this report and other reports filed by the company from time to time with the Securities and Exchange 
Commission. 

SEMPRA ENERGY 32. 



FIVE YEAR SUMMARY 

At December 31 or for the years ended December 31 
(Dollars in millions except per share amounts) 

2002 2001 2000 1999 ' 1998 

OPERATING REVENUES 
California utilities: 

Gas $ 3,255 $ 4,371 $ 3,305 $ 2,911 $ 2,752 
Electric 1,262 . 1,676 2,184 1,818 1,865 

Other . 1,503 1,683 1,271 631 364 

. Total $ 6,020 $ 7,730 $ 6,760 $ 5,360 $ 4,981 

Operating income $ 987 $ 997 $ 884 $ 763 $ 626 
Income before extraordinary item $ 575 $ 518 $ 429 $ 394 $ 294 
Net income $ 591 $ 518 $ 429 $ 394 $ 294 
Income before extraordinary item per 

common share: 
Basic $ 2.80 $ 2.54 $ 2.06 $ 1.66 $ 1:24 
Diluted $ 2.79 $ 2.52 $ 2.06 $ 1.66 $ 1.24 

Net income per common share: 
Basic $ 2.88 $ 2.54 $ 2.06 $ 1.66 .$ 1.24 
Diluted $ 2.87 $ 2.52 $ 2.06 $ 1.66 $ 1.24 

Dividends declared per common 
share $ 1.00 $ 1.00 $ 1.00 $ 1.56 $ 1.56 

Pretax income/revenue 12.0% 9.5% 10.3% 10.7% 8.7% 
Return on common equity 21.4% . 19.5% 15.7% 13.4% 10.0% 
Effective income tax rate 20.2% 29 .1% 38.6% 31.2% 31.9% 
Dividend payout ratio: 

Basic (a) 35.7% 39.4% 48.5% 94.0% 125.8% 
Diluted (a) 35.8% 39.7% 48.5% 94.0% 125.8% 

Price range of common shares $ 26.25- $28.61- $24.88- $26.00- $ 29.31-
15.50 17.31 16.19 17.13 23.75 

AT DECEMBER 31 
Current assets $ 7,010 $ 4,790 $ 6,525 $ 3,090 $ 2,482 
Total assets $17,757 $15,080 $15,540 $11,124 $ 10,456 
Current liabilities $ 7,247 $ 5,472 $ 7,490 $ 3,236 $ 2,466 
Long-term debt (excludes current 

portion) $ 4,083 $ 3,436 $ 3,268 $ 2,902 $ 2,795 
Shareholders' equity $ 2,825 $ 2,692 $ 2,494 $ 2,986 $ 2,913 
Common shares,outstanding (in 

millions) 204.9 204.5 201.9 237.4 237.0 
Book value per common share $ 13.79 $ 13:16 $ 12.35 $ 12.58 $ 12.29 
Price/earnings ratio (a) 8.4 9.7 11.3 10.5 20.5 
Number of meters (in thousands): 

Natural gas 6,127 6,053 5,981 5,915 5,837 
Electricity 1,278 1,258 1,238 1,218 .1,192 

(a) Based on income before extraordinary item. 
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Statement of Management's Responsibility 
for Consolidated Financial Statements 

The consolidated financial statements have been prepared by management in accordance with 
generally accepted accounting principles. The integrity and objectivity of these financial statements and 
the other financial information in the Financial Report, including the estimates and judgments on which 
they are based, are the responsibility of management. The financial statements have been audited by 
Deloitte & Touche LLP, independent auditors appointed by the board of directors. Their report is shown 
on the next page. Management has made available to Deloitte & Touche LLP all of the company's 
financial records and related data, as well as the minutes of shareholders' and directors' meetings. 

Management maintains a system of internal control which it believes is adequate to provide 
reasonable, but not absolute, assurance that assets are properly safeguarded, that transactions are 
executed in accordance with management's authorization and are properly recorded, and that the 
accounting records may be relied on for the preparation of the consolidated financial statements, and 
for the prevention and detection of fraudulent financial reporting. The concept of reasonable assurance 
recognizes that the cost of a system of internal control should not exceed the benefits derived and that 
management makes estimates and judgments of these.cost/benefit factors. 

Management monitors the system of internal control for compliance through its own review and an 
internal auditing program, which independently assesses the effectiveness of the internal controls. The 
company's independent auditors also consider certain elements of internal controls in order to 
determine their audit procedures for the purpose of expressing an opinion on the company's financial 
statements. Management considers the recommendations of the internal auditors and independent 
auditors concerning the company's system of internal controls and takes appropriate actions. 
Management believes that the company's system of internal control is adequate to provide reasonable 
assurance that the accompanying financial statements present fairly the company's financial position 
and results of operations. 

Management also recognizes its responsibility for fostering a strong ethical climate so that the 
company's affairs are conducted according to the highest standards of personal and corporate 
conduct. This responsibility is characterized and reflected in the company's code of corporate conduct, 
which is publicized throughout the company. The company maintains a systematic program to assess 
compliance with this policy. 

The board of directors has an audit committee, composed of independent directors, to assist in fulfilling 
its oversight responsibilities for management's conduct of the company's financial reporting processes. 
The audit committee meets regularly to discuss financial reporting, internal controls and auditing 
matters with management, the company's internal auditors and the independent auditors, and 
recommends to the board of directors any appropriate response to those discussions. The audit 
committee recommends for approval by the full board the appointment of the independent auditors. 
The independent auditors and the internal auditors periodically meet alone with the audit committee 
and have free access to the audit committee at any time. 

Neal E. Schmale 
Executive Vice President and 
Chief Financial Officer 

Frank H. Ault 
Senior Vice President and Controller 
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INDEPENDENT AUDITORS' REPORT 

To the Board of Directors and Shareholders of Sempra Energy: 

We have audited the accompanying consolidated balance sheets of Sempra Energy and subsidiaries 
(the "Company") as of December 31, 2002 and 2001, and the related statements of consolidated 
income, cash flows and changes in shareholders' equity for each of the three years in the period ended 
December 31, 2002. These financial statements are the responsibility of the Company's management. 
Our responsibility is to express an opinion on these financial statements based on our audits. 

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

In our opinion, such consolidated financial statements present fairly, in all material respects, the 
financial position of Sempra Energy and subsidiaries as of December 31, 2002 and 2001, and the 
results of their operations and their cash flows for each of the three years in the period ended 
December 31, 2002, in conformity with accounting principles generally accepted in the United States of 
America. 

San Diego, California 
February 14, 2003 
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SEMPRA ENERGY 
STATEMENTS OF CONSOLIDATED INCOME 

(Dollars in millions, except per share amounts) 

Years ended December 31, 
2002 2001 2000 

$ 3,255 $ 4,371 $ 3,305 
1,262 1,676 2,184 
1,503 1,683 1,271 

6,020 7,730 6,760 

1,381 2,549 1,599 
297 782 1,326 
709 873 648 

1,873 . 1,760 1,560 
596 579 563 
177 190 180 

5,033 6,733 ' 5,876 

987 997 884 
57 86 127 
(11) (11) (11) 
(18) (18) • (15) 
(294) (323) (286) 

721 731 699 
146 213 270 

575 518 429 
16 — — 

$ 591 $ 518 $ 429 

205,003 203,593 208,155 

206,062 205,338 208,345 

$ 2.80 $ 2.54 $ 2.06 

$ 2.79 $ 2.52 $ 2.06 

$ 2.88 $ 2.54 $ 2.06 

$ 2.87 $ 2.52 $ 2.06 

$ 1.00 $ 1.00 $ 1.00 

OPERATING REVENUES 
California utilities: 

Natural gas 
Electric 

Other 

Total 

OPERATING EXPENSES 
California utilities: 

Cost of natural gas distributed 
Electric fuel and net purchased power 

Other cost of sales 
Other operating expenses 
Depreciation and amortization 
Franchise fees and other taxes 

Total 

Operating income 
Other income — net 
Preferred dividends of subsidiaries 
Trust preferred distributions by subsidiary 
Interest expense 

Income before income taxes 
Income taxes 

Income before extraordinary item 
Extraordinary item, net of tax (Note 1) 

Net income 

Weighted-average number of shares outstanding: 
Basic* 

Diluted* 

Income before extraordinary item 
per share of common stock 

Basic 

Diluted 

Net income per share of common stock 
Basic 

Diluted 

Common dividends declared per share 

In thousands of shares 

See notes to Consolidated Financial Statements. 
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SEMPRA ENERGY 
CONSOLIDATED BALANCE SHEETS 

December 31, 
(Dollars in millions) 2002 2001 

ASSETS 
Current assets: 

Cash and cash equivalents 
Accounts receivable — trade 
Accounts and notes receivable — other 
Due from unconsolidated affiliates 
Income taxes receivable 
Deferred income taxes 
Trading assets 
Fixed-price contracts and other derivatives 
Regulatory assets arising from fixed-price contracts and other 

derivatives 
Other regulatory assets 
Inventories 
Other 

Total current assets 

Investments and other assets: 
Fixed-price contracts and other derivatives 
Due from unconsolidated affiliates 
Regulatory assets arising from fixed-price 

contracts and other derivatives 
Other regulatory assets 
Nuclear-decommissioning trusts 
Investments 
Sundry 

Total investments and other assets 

Property, plantand equipment: 
Property, plant and equipment 13,816 12,806 
Less accumulated depreciation and amortization (6,984) (6,590) 

Total property, plant and equipment — net 6,832 6,216 

Total assets $17,757 $15,080 

$ 455 $ 605 
754 657 
135 138 
80 57 
— 98 
20 — 

5,064 • 2,740 
3 57 

151 168 
75 75 
134 124 
139 71 

7,010 4,790 

42 27 
57 — 

812 784 
532 1,004 
494 526 

1,313 1,169 
665 564 

3,915 4,074 

See notes to Consolidated Financial Statements. 
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SEMPRA ENERGY 
CONSOLIDATED BALANCE SHEETS 

December 31, 
(Dollars in millions) 2002 • r. 2001 

LIABILITIES AND SHAREHOLDERS' EQUITY 
Current liabilities: 

Short-term debt 
Accounts payable — trade 
Accounts payable — other 
Income taxes payable 
Deferred income taxes 
Trading liabilities 
Dividends and interest payable 
Regulatory balancing accounts — net 
Regulatory liabilities 
Fixed-price contracts and other derivatives 
Current portion of long-term debt 
Other 

Total current liabilities 

Long-term debt 

Deferred credits and other liabilities: 
Due to unconsolidated affiliate 
Customer advances for construction 
Post-retirement benefits other than pensions 
Deferred income taxes 
Deferred investment tax credits 
Fixed-price contracts and other derivatives 
Regulatory liabilities 
Deferred credits and other liabilities 

Total deferred credits and other liabilities 

Preferred; stock of subsidiaries 

Mandatorily redeemable trust preferred securities 

Commitments and contingent liabilities (Note 15) 

SHAREHOLDERS' EQUITY 

Preferred stock (50,000,000 shares authorized, none issued) 
Common stock (750,000,000 shares authorized; 204,911,572 and 

204,475,362 shares outstanding at December 31, 2002 and 
December 31, 2001, respectively) 

Retained earnings 
Deferred compensation relating to ESOP (33) (36) 
Accumulated other comprehensive income (loss) (439) (242) 

Total shareholders' equity 2,825 2,692 

Total liabilities and shareholders' equity $17,757 $15,080 

See notes to Consolidated Financial Statements. 
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$ 570 $ 875 
694 701 
50 113 
22 — 
— 70 

4,094 1,793 
133 133 
578 733 
18 19 
153 171 
281 242 
654 622 

7,247 5,472 

4,083 3,436 

162 160 
91 72 
136 145 
800 847 
90 95 
813 788 
121 86 
985 883 

3,198 3,076 

204 204 

200 200 

1,436 1,495 
1,861 1,475 



SEMPRA ENERGY 
STATEMENTS OF CONSOLIDATED CASH FLOWS 

(Dollarsiin millions) 

Years ended December 31, 
2002 2001 2000 

$ 591 $ 518 $ 429 

(16) _ 

596 579 ' 563 
(63) — — 
— (127) (628) 
(92) 106 258 
55 (12) (62) 
— (29) — 
— 30 — 
14 (14) — 

(5) (1) — 
168 (214) 22 
40 99 (108) 
83 (203) 408 

1,371 732 882 

(1,214) (1,068) • (759) 
(442) (111) (243) 
11 80 30 
— 128 24 
— (57) — 
(14) (11) 24 

(1,659) (1,039) (924) 

(205) (203) (244) 
(16) (1) (725) 
13 41 12 
— — 200 

1,150 675 813 
(479) (681) (238) 
— 160 — 

(307) 310 386 
(18) (26) (12) 

138 275 192 

(150) (32) 150 
605 637 487 

$ 455 $ 605 $ 637 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net Income 
Adjustments to reconcile net income to net cash provided by 

operating activities: 
Extraordinary item, net of tax 
Depreciation and amortization 
Foreign currency loss (gain) 
Customer refunds paid 
Deferred income taxes and investment tax credits 
Equity in (income) losses of unconsolidated affiliates 
Gain on sale of Energy America 
Loss on surrender of Nova Scotia franchise 
Loss (gain) on sale and disposition of assets 
Fixed-price contracts and other derivatives income 
Changes in other assets 
Changes in other liabilities 
Net changes in other working capital components 

Net cash provided by operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Expenditures for property, plant and equipment 
Investments and acquisitions of affiliates, net of cash acquired 
Dividends received from unconsolidated affiliates 
Net proceeds from sale of assets 
Loan to affiliate 
Other — net 

Net cash used in investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 
Common stock dividends 
Repurchases of common stock 
Issuances of common stock 
Issuance of trust preferred securities 
Issuances of long-term debt 
Payments on long-term debt 
Loan from unconsolidated affiliate 
Increase (decrease) in short-term debt — net 
Other — net 

Net cash provided by financing activities 

Increase (decrease) in cash and cash equivalents 
Cash and cash equivalents, January 1 

Cash and cash equivalents, December 31 

See notes to Consolidated Financial Statements. 
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Years ended December 31, 
(Dollars in millions) 2002 2001 2000 

CHANGES IN OTHER WORKING CAPITAL COMPONENTS 
(Excluding cash and cash equivalents, and debt due within one year) 
Accounts and notes receivable $ (121) $353 $(655) 
Net trading assets 66 (362) (290) 
Income taxes — net 86 (121) 120 
Due to/from affiliates — net (69) — — 
Inventories (11) 33 (97) 
Regulatory balancing accounts 115 70 545 
Regulatory assets and liabilities 1 39 (2) 
Other current assets 102 69 (84) 
Accounts payable (103) (302) 733 
Other current liabilities 17 18 138 

Net change in other working capital components $ 83 $(203) $408 

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION 
Interest payments, net of amounts capitalized $ 279 $ 302 $ 291 

Income tax payments, net of refunds $ 140 $ 138 $ 104 

SUPPLEMENTAL SCHEDULE OF NON-CASH INVESTING AND 
FINANCING ACTIVITIES 

Acquisition of subsidiaries: 
Assets acquired 
Cash paid, net of cash acquired 

$1,134 
(119) 

$ - $ 40 
(39) 

Liabilities assumed $1,015 $ — $ 1 

See notes to Consolidated Financial Statements. 
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SEMPRA ENERGY 
STATEMENTS OF CONSOLIDATED CHANGES IN SHAREHOLDERS' EQUITY 
For the years ended December 31, 2002, 2001 and 2000 

(Dollars in millioris) 

Balance at December 31,1999 

Net income 
Comprehensive income adjustments: 

Foreign currency translation losses 
(Notel) 

Available-for-sale securities 

Pension 

Comprehensive income 

Common stock dividends declared 

Sale of common stock 

Repurchase of common stock 

Long-term'incentive plan 

Common stock released from ESOP 

Balance at December 31, 2000 

Net income 

Comprehensive income adjustments: 
Foreign currency translation losses 

(Note 1} 
Pension 

Comprehensive income 

Common stock dividends declared 
Quasi-reorganiz^tion adjustment 

(Note 1) 

Sale of common stock 

Repurchase of common stock 

Common stock released from ESOP 

Balance at December 31, 2001 

Net income 
Comprehensive income adjustments: 

Foreign currency translation losses 
(Note 1) 

Pension 

Comprehensive income 

Common stock dividends declared 

Issuance of equity units (Note 5) 

Repurchase of common stock 

Sale of common stock 

Common stock released from ESOP 

Balance at December 31, 2002 

Deferred Accumulated 
'Compensation .Other Total 

Comprehensive Common Retained Relating Comprehensive Shareholders' 
Income Stock Earnings to ESOP Income (Loss) . Equity 

$1,966 

$429 

(2) 

.(10) 

2 

$1,101 

429 

$(42) $ (39) 

(2) 
(10) 

2 

$419 

11 

(558) 
1 

(201) 

(167) 

1,420 1,162 

$518 518 

(186) 

(7) 

(39) (49) 

(186) 

(7) 

$325 

(205) 

35 

41 

(1) 

1,495 1,475 
$591 591 

(162) 

(35) 

(36) (242) 

(162) 

(35) 

$394 

(205) 
(61) 

(16) 

18 

$2,986 

429 

(2) 
(10) 
2 

(201) 
11 

(725) 
1 
3 

2,494 

518 

(186) 

(7) 

(205) 

35 

41 

(1) 
3 

2,692 

591 

(162) 

(35) 

(205) 

(61) 

(16) 

18 

3 

$1,436 $1,861 $(33) $(439) $2,825 

See notes to Consolidated Financial Statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 1. SIGNIFICANT ACCOUNTING POLICIES 

Business Combination 

Sempra Energy (the company) was formed as a holding company for Enova Corporation (Enova) and 
Pacific Enterprises (PE) in connection with a business combination of Enova and PE that was 
completed on June 26, 1998. 

Principles of Consolidation 

The Consolidated Financial Statements include the accounts of Sempra Energy and all majority-owned 
subsidiaries. Investments in affiliated companies at which Sempra Energy has the ability to exercise 
significant influence, but not control, are accounted for using the equity method. All material 
intercompany accounts and transactions have been eliminated. 

Quasi-Reorganization 

In 1993, PE divested its merchandising operations and most of its oil and natural gas exploration and 
production business. In connection with the divestitures, PE effected a quasi-reorganization for 
financial reporting purposes as of December 31 , 1992. Certain of the liabilities established in 
connection with the quasi-reorganization, including various income tax issues, were favorably resolved 
in 2001, resulting in restoring $35 million to shareholders' equity in that year. This did not affect the 
calculation of net income or comprehensive income. The remaining liabilities will be resolved in future 
years. Management believes the provisions established for these matters are adequate. . 

Use of Estimates in the Preparation of the Financial Statements 

The preparation of financial statements in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions that affect the reported amounts of 
revenues and expenses during the reporting period, and the reported amounts of assets and liabilities 
and the disclosure of contingent assets and liabilities at the date of the financial statements. Actual 
amounts can differ significantly from those estimates. 

Basis of Presentation 

Certain prior-year amounts have been reclassified to conform to the current year's presentation. 

Regulatory Matters 

Effects of Regulation 

The accounting policies of the company's principal utility subsidiaries, San Diego Gas & Electric 
(SDG&E) and Southern California Gas Company (SoCalGas) (collectively, the California Utilities), 
conform with generally accepted accounting principles for regulated enterprises and reflect the policies 
of the California Public Utilities Commission (CPUC) and the Federal Energy Regulatory Commission 
(FERC). 
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The California Utilities prepare their financial statements in accordance with the provisions of 
Statement of Financial Accounting Standards (SFAS) 71, "Accounting for the Effects of Certain Types 
of Regulation," under which a regulated utility records a regulatory asset if it is probable that, through 
the ratemaking process, the utility will recover that asset from customers. Regulatory liabilities 
represent future reductions in rates for amounts due to customers. To the extent that portions of the 
utility operations cease to be subject to SFAS 71, or recovery is no longer probable as a result of 
changes in regulation or the utility's competitive position, the related regulatory assets and liabilities 
would be written off. In addition, SFAS 144, "Accounting for the Impairment or Disposal of Long-Lived 
Assets" affects utility plant and regulatory assets such that a loss must be recognized whenever a 
regulator excludes all or part of an asset's cost from ratebase. The application of SFAS 144 continues 
to be evaluated in connection with industry restructuring. Information concerning regulatory assets and 
liabilities is described below in "Revenues", "Regulatory Balancing Accounts," and "Regulatory Assets 
and Liabilities," and industry restructuring is described in Notes 13 and 14. 

Regulatory Balancing Accounts 

The amounts included in regulatory balancing accounts at December 31, 2002, represent net payables 
(payables net of receivables) of $184 million and $394 million for SoCalGas and SDG&E, respectively. 
The corresponding amounts at December 31, 2001 were net payables of $158 million and $575 million 
for SoCalGas and SDG&E, respectively. The undercollected electric commodity costs accumulated 
under Assembly Bill (AB) 265 are anticipated to be recovered in rates (recovery is expected to occur 
before the end of 2005) and are included in "regulatory balancing accounts—net" at December 31, 
2002. 

Balancing accounts provide a mechanism for charging utility customers the amount actually incurred 
for certain costs, primarily commodity costs. As a result of California's electric-restructuring law, 
fluctuations in certain costs and consumption levels that had been balanced now affect earnings from 
electric operations. In addition, fluctuations in certain costs and consumption levels affect earnings for 
SDG&E's natural gas operations. As SoCalGas' natural gas operations are mostly balanced, such 
fluctuations do not affect earnings. In December 2002, the CPUC issued a decision approving 100 
percent balancing account treatment for variances between forecast and actual for SoCalGas' noncore 
revenues and throughput. The change eliminates the impact on earnings from any throughput and 
revenue variances compared to adopted forecast levels, effective January 1, 2003. Additional 
information on regulatory matters is included in Notes 13 and 14. 

Regulatory Assets and Liabilities 

In accordance with the accounting principles of SFAS 71, the company records regulatory assets 
(which represent probable future revenues associated with certain costs that will be recovered from 
customers through the rate-making process) and regulatory liabilities (which represent probable future 
reductions in revenue associated with amounts that are to be credited to customers through the rate-
making process). They are amortized over the periods in which the costs are recovered from or 
refunded to customers in regulatory revenues. 
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2002 2001 

$ 638 $ 715 
326 409 

— 392 
190 162. 
49 52 
35 39 

5 26 

1,243 1,795 

43 55 
325 232 
38 41 

(164) (158) 
(142) (132) 

8 5 

108 43 
80 88 

188 131 

$1,431 $1,926 

Regulatory assets (liabilities) as of December 31 consist of the following: 

(Dollars in millions) 

SDG&E 

Fixed-price contracts and other derivatives 
• Recapture of temporary discount* 

Undercollected electric commodity costs** 
Deferred taxes recoverable in rates 
Unamortized loss on retirement of debt — net 
Employee benefit costs 
Other 

Total 

SoCalGas 
Environmental remediation 
Fixed-price contracts and other derivatives 
Unamortized loss on retirement of debt — net 
Deferred taxes refundable in rates 
Employee benefit costs 
Other 

Total 

PE — Employee benefit costs 

Total PE consolidated 

Total 
In connection with electric industry restructuring, which is described in Note 13, SDG&E 
temporarily reduced rates to its small-usage customers. That reduction is being recovered in 
rates through 2004. 

** The undercollected electric commodity costs accumulated under Assembly Bill 265 are 
anticipated to be recovered in rates before the end of 2005 and are included in regulatory 
balancing accounts—net at December 31, 2002. 

Net regulatory assets are recorded on the Consolidated Balance Sheets at December 31 as follows 
(dollars in millions): 

2002 2002 

Current regulatory assets $ 226 $ 243 
Noncurrent regulatory assets 1,344 1,788 
Current regulatory liabilities (18) (19) 
Noncurrent regulatory liabilities (121) (86) 

Total $1,431 $1,926 

All the assets earn a return or the cash has not yet been expended and the assets are offset by 
liabilities that do not incur a carrying cost. 

Cash and Cash Equivalents 

Cash equivalents are highly liquid investments with maturities of three months or less at the date of 
purchase. 

SEMPRA ENERGY 45. 



Collection Allowance 

The allowance for doubtful accounts receivable was $12 million, $22 million and $26 million at 
December 31, 2002, 2001 and 2000, respectively. The company recorded a provision for doubtful 
accounts of $13 million, $21 million and $25 million in 2002, 2001 and 2000, respectively. 

The allowance for- realization of trading assets was $53 million, $23 million and $8 million, at December 
31, 2002, 2001 and 2000, respectively. The company recorded a provision for trading assets of $0.2 
million, $15 million and $7 million in 2002, 2001 and 2000, respectively. 

Trading Instruments 

Trading assets and trading liabilities include option premiums paid and received; unrealized gains and 
losses from exchange-traded futures and options, over-the-counter (OTC) swaps, forwards, physical 
commodities and options; and base metals. Trading instruments are recorded by Sempra Energy 
Trading (SET) and Sempra Energy Solutions (SES) on a trade-date basis and adjusted daily to current 
market value. Unrealized gains and losses on OTC transactions reflect amounts which would be 
received from or paid to a third party upon settlement of the contracts. Unrealized gains and losses on 
OTC transactions are reported separately as assets and liabilities unless a legal right of setoff exists 
under an enforceable master netting arrangement. Additionally, as a result of SET's acquisitions in 
2002, the company acquired $0.8 billion of base metals inventory. As of December 31, 2002 and 2001, 
trading assets include commodity inventory of $2.0 billion and $165 million, respectively. In accordance 
with Emerging Issues Task Force (EITF) Issue 02-3, commodity inventory purchased on or before 
October 25, 2002 is carried at fair value, the majority of the inventory purchased after October 25, 
2002 (base metals) is carried at fair value, and the remainder of the inventory purchased after 
October 25, 2002 is carried at average cost. On a limited basis, average cost includes the use of fair 
value for the quantity on hand at October 24, 2002, since historical cost data is not available for that 
portion. See Note 2 for further discussion of the acquisitions made. See further discussion of EITF 
Issue 02-3-below. 

Futures and exchange-traded option transactions are recorded as contractual commitments on a trade-
date basis and are carried at current market value based ori current closing exchange quotations. 
Derivative commodity swaps and forward transactions are accounted for as contractual commitments 
on a trade-date basis and are carried at fair value derived from current dealer quotations and 
underlying commodity-exchange quotations. OTC options are carried at fair value based on the use of 
valuation models that utilize, among other things, current interest, commodity and volatility rates. For 
long-dated forward transactions, current market values are derived using internally developed valuation 
methodologies based on available market information. Where market rates are not quoted, current 
interest, commodity and volatility rates are estimated by reference to current market levels. Given the 
nature, size and timing of transactions, estimated values may differ significantly from realized values. 
Changes in market values are recorded in the calculation of net income: Although trading instruments 
may have scheduled maturities in excess of one year, the actual settlement of these transactions can 
occur sooner, resulting in the current classification of trading assets and liabilities on the Consolidated 
Balance Sheets. Refer to "New Accounting Standards" below for a discussion of the rescission of 
EITF 98-10. 

Inventories 

At December 31, 2002, inventory, excluding amounts presented in trading assets, included natural gas 
of $77 million and materials and supplies of $57 million. The corresponding balances at December 31, 
2001 were $68 million and $56 million, respectively. Natural gas at the California Utilities ($74 million 
and $68 million at December 31, 2002 and 2001, respectively) is valued by the last-in first-out (LIFO) 
method. When the California Utilities' inventory is consumed, differences between this LIFO valuation 
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and replacement cost will be reflected in customer rates. Materials and supplies at the California 
Utilities are generally valued at the lower of average cost or market. 

Property, Plant and Equipment 

Property, plant and equipment primarily represents the buildings, equipment and other facilities used 
by the California Utilities to provide natural gas and electric utility services. 

The cost of utility plant includes labor, materials, contract services and related items, and an allowance 
for funds used during construction (AFUDC). The cost of most retired depreciable utility plant, plus 
removal costs minus salvage value, is charged to accumulated depreciation. 

Property, plant and equipment balances by major functional categories are as follows: 

Property, Plant and 
Equipment at 
December 31 

Depreciation rates for years ended 
December 31 

(Dollars in billions) 2002 2001 2002 2001 2000 

California utilities: 
Natural gas operations $ 7.7 $ 7.5 4.25% 4.25% 4.29% 
Electric distribution 3.0 2.9 4.66% 4.67% 4.67% 
Electric transmission 0.9 0,8 3.17% 3.19% 3.21% 
Other electric 0.6 0.3 9.37% 8.46% 8,33% 

Total 12.2 11.5 
Other operations 1.6 1.3 various various various 

Total $13.8 $12.8 

Accumulated depreciation and decommissioning of natural gas and electric utility plant in service were 
$4.5 billion and $2.2 billion, respectively, at December 31, 2002, and were $4.2 billion and $2.1 billion, 
respectively, at December 31, 2001. Depreciation expense is based on the straight-line method over 
the useful lives of the assets or a shorter period prescribed by the CPUC. See Note 13 for discussion 
of the sale of generation facilities and industry restructuring. Maintenance costs are expensed as 
incurred. 

AFUDC, which represents the cost of funds used to finance the construction of utility plant, is added to 
the cost of utility plant. AFUDC also increases income, partly as an offset to interest charges and partly 
as a component of other income, shown in the Statements of Consolidated Income, although it is not a 
current source of cash, AFUDC amounted to $34 million, $17 million and $13 million for 2002, 2001 
and. 2000, respectively, Total carrying costs capitalized, including AFUDC and the impact of Sempra 
Energy Resources' (SER) construction projects, were $63 million, $28 million and $16 million for 2002, 
2001 and 2000, respectively. 

Long-Lived Assets 

The company periodically evaluates whether events or circumstances have occurred that may affect 
the recoyerability or the estimated useful lives of long-lived assets. Impairment occurs when the 
estimated future undiscounted cash flows is less than the carrying amount of the assets. If that 
comparison indicates that the assets' carrying value may be permanently impaired, such potential 
impairment is measured based on the difference between the carrying amount and the fair value of the 
assets based on quoted market prices or, if market prices are not available, on the estimated 
discounted cash flows. This calculation is performed at the lowest level for which separately identifiable 
cash flows exist. See further discussion of SFAS 144 in "New Accounting Standards". 
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Nuclear-Decommissioning Liability 

At December 31, 2002 and 2001, deferred credits and other liabilities include $139 million and $151 
million, respectively, of accrued decommissioning costs associated with SDG&E's interest in San 
Onofre Nuclear Generating Station (SONGS) Unit 1, which was permanently shut down in 1992. The 
corresponding liability for SONGS Units 2 and 3 decommissioning (included in accumulated 
depreciation and amortization) is $355 million and $375 million at December 31, 2002 and 2001, 
respectively. Additional information on SONGS decommissioning costs is included below in "New 
Accounting Standards." 

Comprehensive Income 

Comprehensive income includes all changes, except those resulting from investments by owners and 
distributions to owners, in the equity of a business enterprise from transactions and other events, 
including foreign-currency translation adjustments, minimum pension liability adjustments, unrealized 
gains and losses on marketable securities that are classified as available-for-sale, and certain hedging 
activities. The components of other comprehensive income are shown in the Statements of 
Consolidated Changes in Shareholders' Equity. 

Stock-Based Compensation 

At December 31, 2002, the company has stock-based employee compensation plans, which are 
described more fully in Note 9. The company accounts for those plans under the recognition and 
measurement principles of Accounting Principles. Board (APB) Opinion 25, "Accounting for Stock 
Issued to Employees," and related Interpretations. For certain' grants, no stock-based employee 
compensation cost is reflected in net income, since the options granted under those plans had an 
exercise price equal to the market value of the underlying common stock on the date of grant. 

The following table illustrates the effect on net income and earnings per share if the company had 
applied the fair value recognition provisions of SFAS 123, "Accounting for Stock-Based 
Compensation," and SFAS 148, "Accounting for Stock-Based Compensation—Transition and 
Disclosure." 

Years Ended December.31 
uoiiars in millions, 
except per share amounts 2002 2001 2000 

Net income as reported 
Stock-based employee compensation expense determined under 

the fair yalue based method, net of related income taxes 

$591 

(8) 

$518 

(1) 

$429 

Pro forma net income $583 $517 $429 

Earnings per share: 
Basic - as reported $2.88 $2.54 $2.06 

Basic - pro forma $2.84 $2.54 $2.06 

Diluted - as reported $2.87 $2.52 $2.06 

Diluted - pro forma $2.83 $2.52 $2.06 
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Revenues 

Revenues of the California Utilities are derived from deliveries of electricity and natural gas to 
customers and changes in related regulatory balancing accounts. Revenues from electricity and 
natural gas sales and services are generally recorded under the accrual method and these revenues 
are recognized upon delivery. The portion of SDG&E's electric commodity that was procured for its 
customers by the California Department of Water Resources (DWR) is not included in SDG&E's 
revenues or costs. For 2001, California Power Exchange (PX) and Independent System Operator 
(ISO) power revenues have been netted against purchased-power expense to avoid double-counting 
as SDG&E sold power into the PX/ISO and then purchased power therefrom. Refer to Note 13 for a 
discussion of the electric industry restructuring. Natural gas storage contract revenues are accrued on 
a monthly basis and reflect reservation, storage and injection charges in accordance with negotiated 
agreements, which have one-year to three-year terms. Operating revenue includes amounts for 
services rendered but unbilled (approximately one-half month's deliveries) at the end of each year. 

Operating costs of SONGS Units 2 and 3 (including nuclear fuel and nuclear fuel financing costs) and 
incremental capital expenditures are recovered through the Incremental Cost Incentive Pricing (ICIP) 
mechanism which allows SDG&E to receive approximately 4.4 cents per kilowatt-hour (kWh) through 
2003. Any differences between these costs and the incentive price affect net income and, for the year 
ended December 31, 2002, the ICIP contributed $50 million to SDG&E's net income. The CPUC has 
rejected an administrative law judge's proposed decision to end ICIP prior to its December 31, 2003 
scheduled expiration date. However, the CPUC has also denied the previously approved market-based 
pricing for SONGS beginning in 2004 and instead provided for traditional rate-making treatment, under 
which the SONGS ratebase would begin at zero, essentially eliminating earnings from SONGS until 
ratebase grows. The company has applied for rehearing of this decision. 

Additional information concerning utility revenue recognition is discussed above under "Regulatory 
Matters." 

SET generates a substantial portion of its revenues from market making and trading activities, as a 
principal, in natural gas, electricity, petroleum, metals and other commodities, for which it quotes bid 
and'asked prices1 to end users and other market makers. Principal transaction revenues are recognized 
on a trade-date basis; and include realized gains and losses, and the net change in unrealized gains 
and losses measured at current fair value. SET also earns trading profits as a dealer by structuring and 
executing transactions that permit its counterparties to manage their risk profiles. In addition, it takes 
positions in energy markets based on the expectation of future market conditions. These positions 
include options, forwards, futures, physical commodities and swaps. Options, which are either 
exchange-traded or directly negotiated between counterparties, provide the holder with the right to buy 
from or sell to the other party an agreed amount of commodity at a specified price within a specified 
period or at a specified time. 

As a writer of options, SET generally receives an option premium and then manages the risk of an 
unfavorable change in the value of the underlying commodity by entering into related transactions or by 
other means. Forward and future transactions are contracts for delayed delivery of commodities in 
which the counterparty agrees to make or take delivery at a specified price. Commodity swap 
transactions may involve the exchange of fixed and floating payment obligations without the exchange 
of the 'underlying commodity. These financial instruments represent contracts with counterparties 
whereby payments are linked to or derived from market indices or on terms predetermined by the 
contract, which may or may not be financially settled by SET. All of SET's derivative transactions are 
held for trading and marketing purposes and were recorded at current fair value. Any post October 25, 
2002 non-derivative contracts are being accounted for on an accrual basis. Hence, the related profit or 
loss will'be recognized as the contract is performed. Inventory purchased after October 25, 2002 is 
being carried.on^a lower of cost or market basis. 
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Revenues of SES are generated from commodity sales and energy-related products and services to 
commercial, industrial, government and institutional markets. Energy supply revenues from natural gas 
and electricity commodity sales are recognized on a current fair value basis and include realized gains 
and losses and the net change in unrealized gains and losses measured at fair value. Revenues on 
construction projects are-recognized during the construction period using the percentage-of-completion 
method, and revenues from other operating and maintenance service contracts are recorded under the 
accrual method and recognized as service is rendered. 

SET and SES record revenues from trading activities on a net basis in accordance with EITF 02-3. See 
further discussion of this matter and the rescission of EITF Issue 98-10 under "New Accounting 
Standards". 

Revenues of SER are derived primarily from the sale of electric energy to governmental and wholesale 
power marketing entities, which are recognized in accordance with provisions of EITF 91-6, "Revenue 
Recognition of Long-term Power Supply Contracts", and EITF 96-17, "Revenue Recognition Under 
Long-term Power Sales Contacts that Contain Both Fixed and Variable Terms." During 2002, electric 
energy sales to the DWR accounted for a significant portion of total SER revenues. 

The consolidated subsidiaries of Sempra Energy International (SEI) which operate in Mexico recognize 
revenue similarly to the California Utilities, except that SFAS 71 is not applicable due to the different 
regulatory environment. The balance of SEI's revenues consists of its share of the income of its 
unconsolidated subsidiaries. 

Foreign Currency Translation 

The assets and liabilities of the company's foreign operations are generally translated into U.S. dollars 
at current exchange rates, and revenues and expenses are translated at average exchange rates for 
the year. Resulting translation adjustments do not enter into the calculation of net income or retained 
earnings, but are reflected in comprehensive income and accumulated other comprehensive income, a 
component of shareholders' equity, as described below. Foreign currency transaction gains and losses 
are included in consolidated net income. To reflect the devaluation in the Argentine peso, the functional 
currency of the company's Argentine operations, SEI adjusted its investment in its two Argentine 
natural gas utility holding companies downward by $103 million and $120 million in 2002 and'2001, 
respectively. These non-cash adjustments did not affect net income, but did reduce comprehensive 
income and increase accumulated other comprehensive income (loss). Additional information 
concerning these investments is described in Note 3. 

Related Party Transactions—Loans 76 Unconsolidated Affiliates 

In December 2001, SEI issued two U.S. dollar denominated loans totaling $35 million and $22 million 
to its affiliates Camuzzi Gas Pampeana S. A. and Camuzzi Gas del Sur S. A., respectively. These 
loans have variable interest rates (8.863% at December 31, 2002) and are due on December 11, 2003. 
The total balance outstanding under the notes was $57 million at December 31, 2002 and 2001. At 
December 31, 2002, this amount is included in non-current assets, under the caption "Due from 
unconsolidated affiliates." Additionally, at December 31, 2002 SET had $79 million due from its affiliate, 
Atlantic Electric & Gas and the company had $1 million due from other affiliates. This amount is 
included in current assets, under the caption "Due from unconsolidated affiliates". 

New Accounting Standards 

SFAS 142, "Goodwill and Other Intangible Assets": In July 2001, the Financial Accounting Standards 
Board (FASB) issued SFAS 142, which provides guidance on how to account for goodwill and other 
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intangible assets after an acquisition is complete, and is effective for the company in 2002. SFAS 142 
calls for amortization of goodwill to cease and requires goodwill and certain other intangibles to be 
tested for impairment at least annually. Amortization of goodwill, including the company's share of 
amounts recorded by unconsolidated subsidiaries, was $24 million and $35 million in 2001 and 2000, 
respectively. In accordance with the transitional guidance of SFAS 142, recorded goodwill attributable 
to the company was tested for impairment in 2002 by comparing the fair value to its carrying value. Fair 
value was determined using a discounted cash flow methodology. As a result, during the first quarter of 
2002, SEI recorded a pre-tax charge of $6 million related to the impairment of goodwill associated with 
its two domestic subsidiaries. Impairment losses are reflected in other operating expenses in the 
Statements ofConsolidated Income. 

The following table shows what net income and earnings per share would have been if amortization 
related to goodwill that is no longer being amortized had also not been amortized in prior periods. (This 
comparison ignores the fact that a 2002 goodwill impairment charge would have been larger if goodwill 
had hot been amortized in prior periods.) 

Dollars in millions, except for the per share amounts 

Reported income before extraordinary item 
Add: goodwill amortization, net of tax 

Pro forma adjusted income before extraordinary item 

Reported net income 
Add: goodwill amortization, net of tax 

Pro forma adjusted net income 

Reported basic earnings per share 
Add: goodwill amortization, net of tax 

Pro forma adjusted basic earnings per share 

Reported diluted earnings per share 
Add: goodwill amortization, net of tax 

Pro forma adjusted diluted earnings per share 

During 2002, SET completed several acquisitions as further discussed in Note 2. As a result of SET's 
acquisitions, the company recorded $21 million of goodwill on the Consolidated Balance Sheets and 
$16 million as an after-tax extraordinary gain for 2002. 

Years ended December 31, 

2002 2001 2000 

$575 $ 518 $429 
— 15 21 

$575 $ 533 $450 

$ 591 $518 $429 
— 15 21 

$591 $533 $450 

$2.88 $2.54 $2.06 
— .07 .10 

$2.88 $2.61 $2.16 

$2.87 $2.52 $2.06 
— .07 .10 

$2.87 $2.59 $2.16 
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The change in the carrying amount of goodwill (included in noncurrent sundry assets on the 
Consolidated Balance Sheets) for the years ended'December 31, 2002 and 2001 are as follows: 

(Dollars in millions) SET Other Total 

Balance as of January 1, 2001 $131 $57 $188 
Amortization of goodwill . d'l) (5) (16) 

Balance as of December 31, 2001 120 52 172 
Goodwill acquired during the year 21 — 21 
Impairment losses — (6) (6) 
Other — (5) (5) 

Balance as of December 31, 2002 $141 $41 $182 

SET is the only reportable segment that has goodwill. In addition, unamortized goodwill related to 
unconsolidated subsidiaries (included in investments on the Consolidated Balance Sheets), primarily 
those located in South America, was $294 million at both December 31, 2002 and 2001 before foreign 
currency translation adjustments. Including foreign currency translation adjustments, these amounts 
were $219 million and $233 million, respectively. Unamortized other intangible assets were not 
material at December 31, 2002 and 2001. 

SFAS 143, "Accounting for Asset Retirement Obligations": SFAS 143, issued in July 2001, addresses 
financial accounting and reporting for obligations associated with the retirement of tangible long-lived 
assets and the associated asset retirement costs. This applies to legal obligations associated with the 
retirement of long-lived assets that result from the acquisition, construction, development and/or 
normal operation of long-lived assets, such as nuclear plants. It requires entities to record the fair value 
of a liability for an asset retirement obligation in the period in which it is incurred. When the liability is 
initially recorded, the entity increases the carrying amount of the related long-lived asset by the present 
value of the future retirement cost. Over time, the liability is accreted to its full value and paid, and the 
capitalized cost is depreciated over the useful life of the related asset. SFAS 143 is effective for 
financial statements issued for fiscal years beginning after June 15, 2002. The items noted below were 
identified by the company to have a material asset retirement obligation. 

Adoption of SFAS 143 will change the accounting for the decommissioning of the company's share of 
SONGS. Prior to the adoption of SFAS 143, the company recorded the obligation for decommissioning 
oyer the lives of the plants. At December 31, 2002, the company's share of decommissioning cost for 
the SONGS' units has been estimated to be $309 million in 2002 dollars, based on a 2001 cost study 
filed with the CPUC. The adoption of this standard, effective January 1, 2003, will require a cumulative 
adjustmient to adjust plant assets and decommissioning liabilities to the values they would have been 
had this standard been employed from the in-service dates of the plants. Upon adoption of SFAS 143 
in 2003, the company will record an addition of $70 million to utility plant, representing the company's 
share of SONGS estimated future decommissioning costs (as discounted to the present value at the 
date the various units began operation), and a corresponding retirement obligation liability of 
$309 million. The nuclear decommissioning trusts' balance of $494 million at December 31, 2002 
represents amounts collected for future decommissioning costs and earnings thereon, and has a 
corresponding offset in accumulated depreciation ($355 million related to SONGS Units 2 and 3) and 
deferred credits ($139 million related to SONGS Unit 1). The difference between the amounts results in 
a regulatory liability of $214 million to reflect that SDG&E has collected the funds from its customers 
more quickly than SFAS 143 would accrete the retirement liability and depreciate the asset. See further 
discussion of SONGS' decommissioning and the related nuclear decommissioning trusts in Note 6. 
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# 

As of January 1, 2003, the company had additional asset retirement obligations estimated to 'be 
$23:million associated with the retirement of a power plant and a storage field. 

SFAS 144, ''Accounting for Impairment or Disposal of Long-Lived Assets": In August 2001, the FASB 
issued SFAS 144, which replaces SFAS 121, "Accounting for the Impairment of Long-Lived Assets and 
for Long-Lived Assets to Be Disposed Of." SFAS 144 applies to all long-lived assets, including 
discontinued operations. SFAS 144. requires that those long-lived assets classified as held for sale be 
measured at the lower of carrying amount (cost less accumulated depreciation) or fair value less cost 
to sell. Discontinued operations will no longer be'measured at net realizable value or include amounts 
for operating losses that have not yet occurred. SFAS 144 also broadens the reporting of discontinued 
operations to include all components of an entity with operations that can be distinguished from the 
rest of the entity and that will be eliminated from the ongoing operations of the entity in a disposal 
transaction. The company has identified no material effects to the financial statements from the 
implementation of SFAS 144. 

SFAS 148, "Accounting for Stock-Based Compensation—Transition and Disclosure": In December 
2002, the FASB issued SFAS 148, an amendment to SFAS 123, "Accounting for Stock-Based 
Compensation," which gives companies electing to expense employee stock options three methods to 
dp so. In addition, the statement amends the disclosure requirements to require more prominent 
disclosure about the1 method of accounting for stock-based employee compensation and ttie effect, of 
the method usedion reported results ip both annual and interim financial statements. 

The company has elected to continue using the intrinsic value method of accounting for stock-based 
compensation. Therefore, the amendment to SFAS 123 will not have any effect on the company's 
financial statements. See Note 9 for additional information regarding stock-based compensation. 

SFAS 149, "Accounting for Certain Financial Instruments with Characteristics of Liabilities and 
Equity": On January 22, 2003, the FASB directed its staff to prepare a draft of SFAS 149. The final 
draft is expected to be issued in March 2003. The statement will establish standards for accounting for 
financial instruments with characteristics of liabilities, equity, or both. Subsequent to the issuance of 
SFAS 149, certain investments that are currently classified as equity in the financial statements might 
have'to be reclassified as liabilities. In addition, the FASB decided that SFAS 149 will prohibit the 
presentation of certain items in the mezzanine section (the portion of a balance sheet between 
liabilities and equity) of the statement of financial position.' For example, certain mandatorily 
redeemable preferred stock, which is currently included in the mezzanine section, may be classified as 
a liability once SFAS 149 goes into effect: The proposed effective date of SFAS 149 is July 1, 2003 for 
the company. 

EITF Issue 02-3,' "Issues Involved in Accounting for Derivative Contracts Held for Trading Purposes 
and Contracts Involved in Energy Trading and Risk Management Activities": In June 2002, a 
consensus was reached in EITF Issue 02-3, which codifies and reconciles existing guidance on the 
recognition and reporting of gains and losses on energy trading contracts, and addresses other 
aspects of the accounting for contracts involved in energy trading and risk management activities. 
Among other things, the consensus requires that mark-to-market gains and losses on energy trading 
contracts should be shown on a net basis in the income statement,- effective for financial statements 
issued-for periods ending after July 15, 2002. This required that SES change its method of recording 
trading activities from gross to net, which had no impact on previously recorded gross margin, net 
income or cash provided by operating activities. SET was already recording revenues from trading 
activities net and required no change. 
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The following table shows the impact of changing from-gross to,net presentations for energy trading 
activities on the company's revenues for prior years (dollars in millions): 

' Years ended 
December 31, 

• 2001 2000 

Revenues as previously reported $8,078 $7,037 
Adjustment ' (348) (277) 

Revenues.as restated ; $7,730 $6,760 

In October 2002, the EITF reached a consensus to rescind Issue 98-10 "Accounting for Contracts 
Involved in Energy Trading and Risk Management Activities," the basis for fair value accounting used 
for recording energy-trading activities by SET and SES. The consensus requires that all new energy-
related contracts entered into subsequent to October 25, 2002 should not be accounted pursuant to 
Issue 98-10. Instead, those contracts should be accounted for at historical cost and will not qualify for 
mark-to-market accounting unless the contracts meet the requirements stated under SFAS 133 
"Accounting for Derivative Instruments and Hedging Activities". Contracts entered into through 
October 25, 2002 are to be accounted for at fair value through December 31, 2002. Except for 
inventory, capacity contracts and natural gas storage, the company's transactions recorded^ at fair 
value by EITF Issue 98-10 will still be recorded at fair value based on SFAS 133 (see Note 10 for 
additional information concerning SFAS 133 derivatives). Furthermore, the EITF decided to retain the 
guidance in Issue 02-3, which states that, energy trading contracts and derivative instruments, under 
SFAS 133 must be presented on a net.basis in the income statement whether or not physically settled. 
Adoption .of this statement will, result in a cumulative-effect charge in the first quarter of 2003 
(preliminarily estimated to be less than $20 million after tax) and likely will have a material impact on 
the company's financial statements in future periods from the delay in profit recognition on transactions 
that were covered by EITF'98-10'but are not covered by SFAS 133. 

FASB Interpretation 45, "Guarantor's Accounting and Disclosure Requirements for Guarantees": In 
November 2002, the FASB issued Interpretation 45, which.elaborates on the disclosures to be made in 
interim and annual financial statements of a guarantor about its obligations under certain guarantees 
that it has issued. It also clarifies that a guarantor is required to recognize, at the-inception of a 
guarantee, a liability for the fair value of the obligation undertaken in issuing a guarantee. Initial 
recognition and measurement provisions of the Interpretation are applicable on.a prospective, basis'.to 
guarantees issued or modified after December 31., 2002. The. disclosure requirements are effective for 
financial statements of interim or annual periods ending after December 15, 2002. As of December 31, 
2002, substantially all of the company's guarantees w e r e intercompany, whereby the parent issues the 
guarantees on behalf of its consolidated subsidiaries to a third party. The only significant guarantee for 
which disclosure is required is that of the .synthetic lease for .the Mesquite Power Plant, which is also 
affected by FASB Interpretation 46, as described below. 

FASB Interpretation 46, "Consolidation of Variable Interest Entities": In January 2003, the FASB 
issued Interpretation. 46, which addresses consolidation by business enterprises of variable-interest 
entities. The interpretation is effective immediately for variable-interest entities created after 
January 31, 2003. For variable-interest entities created before February 1, 2003, the interpretation is 
effective for fiscal or interim periods beginning after June 15,-2003.. As of December 31, 2002, the 
company had commitments of $70 million related to a synthetic lease agreement to finance the 
construction of the Mesquite Power Plant. As a synthetic lease; neither the plant,asset nor the related 
liability is included, on the Consolidated Balance Sheets. If they were, property, plant and equipment 
and long-term debt would each have been increased by $545 million at December 31, 2002, reflecting 
reimbursements for costs incurred on the project, including costs subject to collateralization 
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requirements. Under Interpretation 46, the company would be required to increase property, plant and 
equipment and long-term debt by the total cost incurred and subject to collateralization requirements 
under the synthetic lease beginning July 1, 2003. See further discussion of the synthetic lease 
agreement in Note 15. 

Other Accounting Standards: During,2002 and 2001 the FASB and the EITF issued several 
statements that are currently not applicable to the company. In April 2002, the FASB issued SFAS 145, 
which rescinds SFAS 4, "Reporting Gains and Losses from Extinguishment of Debt", and SFAS .64, 
"Extinguishments of Debt Made to Satisfy Sinking-Fund Requirements." In June 2002, the FASB 
issued SFAS 146, "Accounting for Costs'Associated with Exit or Disposal Activities," which addresses 
accounting for restructuring and similar costs. SFAS 146 supersedes previous accounting guidance, 
principally EITF Issue 94-3, "Liability Recognition for Certain Employee Termination Benefits and Other 
Costs to Exit an Activity (including Certain Costs Incurred in a Restructuring)." In October 2002, the 
FASB issued SFAS 147, "Accounting for Certain- Financial Institutions—an amendment of SFAS, 72 
and 144 and FASB Interpretation 9," which applies to acquisitions of financial institutions. 

NOTE 2: RECENT ACQUISITIONS AND INVESTMENTS 

Sempra Energy Trading 

During 2002, SET completed acquisitions that added base metals trading and warehousing to its 
trading business. On February 4, 2002, SET completed -the acquisition of London-based Sempra 
Metals Limited, a leading metals trader on the London Metals Exchange, for $65 million, net of cash 
acquired. On April 26, 2002, SET completed the acquisition of the assets of New York-based Sempra 
Metals & Concentrates Corp., a leading global trader of copper, lead and zinc concentrates, for 
$24 million. Also in April 2002, SET completed the acquisition of Liverpool, England-based Henry 
Bath & Sons Limited, which provides warehousing services for non-ferrous metals in Europe and Asia, 
and the assets of the U.S. warehousing business of Henry Bath, Inc., for a total of $30 million, net of 
cash acquired. • . 

All of these entities were part of the former MG Metals Group, which had recently been acquired by 
Enron. Related to these acquisitions, -the company recognized an extraordinary after-tax gain of 
$16 million and goodwill of $21 million, which is expected to be fully deductible for tax purposes. 

In January .2003, SET purchased from CMS Energy's marketing and trading unit a substantial portion 
of its wholesale natural gas trading book for $17 million. 

Sempra Energy Resources 

On October 31 , 2002, SER purchased a 305-megawatt, coal-fired power plant (renamed Twin Oaks 
Power) from Texas-New Mexico Power Company for $120 million. SER has a five-year contract to sell 
substantially all of the output of the plant. In connection with the acquisition, SER also assumed a 
contract which includes annual commitments to purchase lignite coal either until an aggregate 
minimum volume has been achieved or through 2025. The wholly owned 1,250-megawatt Mesquite 
Power Plant near Phoenix, Arizona, is expected to commence commercial operations at 50-percent 
capacity in June 2003 and at full capacity in January 2004. This project has been financed through a 
synthetic lease agreement. Under this agreement, SER'is reimbursed monthly for most project costs. 
Through December 31 , 2002, SER had received $500 million under this facility. All amounts above 
$280 million require collateralization through purchases of U.S. Treasury obligations, which must at 
least-equal 103 percent of the amount drawn. That collateralization was $228 million at December 31 , 
2002, and is included in "Investments" on the Consolidated Balance Sheets. 
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Sempra Energy International 

SEI's Mexican subsidiaries Distribuidora de Gas Natural (DGN) de Mexicali, DGN de Chihuahua and 
DGN de La Laguna Durango built and operate natural gas distribution systems in Mexicali, Chihuahua 
and the La Laguna-Durango zone in north-central Mexico, respectively. At December 31, 2002, SEI 
owned interests of 60, 95 and 100 percent in the projects, respectively. Through December 31, 2002, 
DGN de Mexicaii, • DGN de Chihuahua and DGN de La Laguna Durango have made capital 
expenditures of $23 million, $57 million and $32 million, respectively. Total capital expenditures for 
these subsidiaries in 2002 were $15 million. On February 7, 2003, SEI completed its purchase of the 
remaining interests in DGN de Mexicali, DGN de Chihuahua, Transportadora de Gas Natural, a 
supplier of natural gas to the Presidente Juarez power plant in Rosarito, Baja California, and other 
subsidiaries. • ' 

NOTE 3. INVESTMENTS IN UNCONSOLIDATED SUBSIDIARIES 

Investments, other than housing partnerships, iri which the company has an interest of twenty percent 
to fifty percent are accounted for under the equity method. The company has no investments where its 
ability to influence or control an investee differs from its ownership percentage. The company's pro rata 
shares of the subsidiaries' net assets 'are included under the caption "Investments" .on the 
Consolidated Balance Sheets, and are adjusted for the company's share of each investee's earnings/ 
losses, dividends and foreign currency translation effects. Earnings are recorded as.equity earnings on 
the Statements of Consolidated Income within the caption "Other income — net." In accordance with 
EITF D-46, the company accounts for'investments in'housing partnerships made after May 18, 1995 
according to the American Institute of Certified Public Accountants' Statement of Position 78-9 
"Accounting for Investments in Real Estate," which generally requires the use of the equity method 
unless the investor has virtually no influence over the partnership operating and financial policies'. 
Investments in housing partnerships accounted for by the cost method are amortized over ten years 
based on the expected residual value. The company's investments in unconsolidated subsidiaries 
accounted for by the equity and cost methods are summarized as follows: 

Investments.at 
December 31 

(dollars in millions) 2002 2 0 ^ 

Equity method investments: 
Chilquinta Energia (including Luz del Sur) 
Sodigas Pampeana and Sodigas Sur 

. Elk Hills power project 
El Dorado Energy 
Sempra Energy Financial housing partnerships 
Sempra Energy Financial synthetic fuel partnerships 
Other 

Total 

Cost method investments: 
Sempra Energy Financial housing partnerships 
Other 

Total 

Other: 
Mesquite Power Plant project (see Note 15) 

Collateralized U.S. Treasury obligations • 
Reimbursable project costs 

Total 

Total investments 

$ 504 $ 484 
17 140 
172 133 
73 57 
206 228 
8 9 
— -4 

980 1,055 

57 81 
3 33 

60 114 

228 
45 .— 

273 — 

$1,313 $1,169 
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For equity method investments, costs in excess -of equity in net assets were $219 million and 
$233 million at December 31, 2002 and 2001, respectively. Through December 31 ,.200,1, the excess of 
the investment over the related equity in net assets had been amortized over various periods, primarily, 
forty years (see Note •1). In accordance with SFAS 142, amortization has ceased in 2002. Costs in 
excess of the underlying equity in net assets will continue to be reviewed for impairment in accordance 
with Accounting Principles Board Opinion 18, "The Equity Method of Accounting for Investments in 
Common Equity". See additional discussion of SFAS 142 in "New Accounting Standards" in Note T. 
Descriptive information concerning each of these subsidiaries follows. 

Senipra Energy Resources 

In December 2000, SER obtained approvals from the appropriate state agencies to construct the Elk 
Hilis Power Project (Elk Hills), a $395 million, 570-megawatt power plant near Bakersfield, California, 
which is anticipated to be completed by May 2003. Elk Hills is bejng developed'in a joint venture with 
Occidental Energy Ventures Corporation (Occidental). Information concerning litigation with Occidental 
is provided in Note 15. 

In 2000, El Dorado Energy, a 50/50 partnership between SER and Reliant Energy Power Generation, 
completed construction of a $280 million, 440-megawatt merchant power plant near Las Vegas, 
Nevada. 

'In December 2000, SER obtained approval from the appropriate state agencies to construct the 
Mesquite Power Plant. Located near Phoenix, Arizona, Mesquite Power is a $690 million, 1,250.-
megawatt project which will provide electricity to wholesale energy markets in the Southwest region. 
Ground was broken in September 2001. Commercial operations at 50-percent capacity are expected to' 
commence in June 2003 and project completion is anticipated in January 2004. The project is being 
financed primarily via the synthetic lease agreement described in Note 15. Construction expenditures 
as of. December 31, 2002 were $558 million. Financing under the synthetic lease in excess of 
$280 million requires collateralization through the purchase of U.S. Treasury obligations, which must at 
least equal 103 percent of the amount drawn. During 2002, the company purchased $228 million of 
UiS. Treasury, obligations as collateral, which is included in "Investments" on-the Consolidated Balance 
Sheets. 

Sempra Energy.International 

SEI and PSEG Global (PSEG), an unaffiliated company, each own a 50-percent interest in Chilquinta 
Energia S.A. (Energia), a Chilean electric utility, and 44 percent of the outstanding shares of Luz del 
Sur S.A.A. (Luz), a Peruvian electric utility. 

In October 2000, SEI increased its existing investment in two Argentine natural gas utility holding 
companies (Sodigas Pampeana S.A. and Sodigas. Sur S.A.) from 21.5 percent to 43 percent. Shortly 
after December 31, 2001, the Argentine peso, the functional currency of the companies' operations, 
began to float freely In the foreign exchange market. As a result of the decline in the value of the 
Argentine peso, SEI has reduced the carrying value of its investment by reducing shareholders' equity 
by $223 million, which is included in accumulated other comprehensive income (loss). These non-cash 
adjustments, .which began at the end of 2001 and continued into the early part of 2002, did not affect 
net income, but did reduce comprehensive income and did increase accumulated other comprehensive 
income (loss). ' • 

The related Argentine economic decline and government responses (including Argentina's unilateral, 
retroactive abrogation of utility agreements early in 2002) are continuing to adversely affect the 
operations of these Argentine utilities. On September 5, 2002, SEI filed for international arbitration 
under the 1994 Bilateral Investment Treaty between the United States and Argentina for recovery of 
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the diminution of the' value of its investments resulting from the government actions. SEI had its 
Request for .Arbitration registered on December ,6, 2002, and expects the International Center for 
Settlement of Investment Disputes to recognize the-filing and set the matter for arbitration, but 
resolution .is expected to take more than a year., Sempra Energy also has politicalrhsk insurance that 
could recover a.portion of the diminution. 

SEI and the majority owner of the Argentine companies have an agreement whereby, under certain, 
specified circumstances, SEI could compel the majority owner to purchase SEI's interest or the 
majority owner could compel SEI to sell its interest to the majority owner. 

Sempra Energy Financial (SEF) 

SEF invests as a limited partner in affordable-housing properties. SEF's portfolio includes 1,300 
properties throughout the United' States, including Puerto Rico and the Virgin Islands. These 
investments are accounted for in accordance with EITF Issue 94-1 "Accounting for Tax Benefits 
Resulting from Investments in Affordable Housing Projects." These investments are expected to 
provide income tax benefits (primarily from income tax credits) over 10-year periods. SEF also has an 
investment in a limited partnership which produces synthetic fuel from coal. Whether SEF will invest in 
additional properties will defend on Sempra Energy's income tax position. 

NOTE 4. SHORT-TERM.BORROWINGS 

At December 31, 2002, the company had available $2.25 billion in unused, committed lines of credit to 
provide liquidity and support commercial paper'. As of December 31, 2002, $600 million of the lines 
was, supporting commercial paper and variable-rate debt. Borrowings under these lines are subject to 
compliance with certain covenants. Under the most restrictive of these covenants Sempra Energy and 
its! subsidiaries could have issued in excess of $3 billion of additional debt at December 31, 2002. 

Committed Lines of Credit 

At December 31, 2002, Global had a $950 million syndicated revolving line of credit guaranteed by 
Sempra Energy. The revolving credit commitment expires in. September 2003, at which time 
outstanding borrowings may be converted to a one-year term loan. The agreement requires Sempra 
Energy to maintain a debt-to-total capitalization ratio (as defined in the agreement) of'not to exceed 65 
percent. . . . 

Borrowings under the agreement bear interest at rates varying with market rates and Sempra Energy's 
credit rating. Global's line of credit was unused at December 31', 2002, and is available to support 
commercial paper and variable-rate long-term debt. Global, had $422 million and $705 million of 
commercial paper; guaranteed .by Sempra Energy, outstanding at. December 31, 2002 and 2001, 
respectively. . 

At December 31,-2002,. the California Utilities had a combined revolving line of credit, under which 
each utility individually could ̂ borrow up to $300 million, subject to a combined borrowing limit for both 
utilities of $500 million. Borrowings under the agreement, which are available for general corporate 
purposes including support for commercial paper and variable-rate long-term debt, bear interest at 
rates varying with market rates and the individual borrowing utility's credit rating. This revolving credit 
commitment expires in May 2003, at which time the outstanding borrowings may be converted into 
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a one-year term loan subject to any requisite regulatory approvals related to long-term debt. iThis 
agreement requires each utility to maintain a debt-to-total capitalization ratio (as defined in the 
agreement) of not to exceed 60 percent. The rights, obligations and covenants of each utility under the 
agreement are individual rather than joint with those of the other utility, and a default by one utility 
would not constitute a default by the other. These lines of credit were unused at December 31, 2002. 
At December 31 ,'2002, the California Utilities had no commercial paper outstanding. 

At December 31, 2002, SER had a syndicated $400 million, three-year revolving line of credit, 
guaranteed by Sempra Energy, primarily to finance power plant arid natural gas pipeline construction 
projects. The agreement requires Sempra Energy to maintain a debt-to-tbtal capitalization ratio (as 
defined: in the agreement) of not to exceed 65 percent. The agreement expires in. August 2004 and 
borrowings bear interest at rates varying with market rates and Sempra Energy's credit rating. At 
December 31 , 2002, SER's outstanding borrowing under the line of credit, classified as, long-term, was 
$100 million. See Note. 5 for additional information on SER's borrowings. There were.no loans 
outstanding.under the line of credit at December 31, 2001. 

At December 31 , 2002, PE had a $500 million two-year revolving line of credit, guaranteed by Sempra 
Energy, for the purpose of providing loans to Global. The revolving credit commitment expires in April 
2003, a_t which time the outstanding borrowings may be converted into a two-year term loan. 
Borrowings would be subject to mandatory repayment prior to the maturity date should PE-'s credit 
rating cease to be at least BBB- by Standard & Poor's (S&P) or SoCalGas' unsecured long-term credit 
ratings cease to be at least BBB by S&P and Baa2 by Moody's Investor Services, Inc. (Moody's), 
should Sempra Energy's or SoCalGas' debt-to-total capitalization ratio (as defined in the agreement) 
exceed 65 percent, or should there be a change in law materially and adversely affecting the ability of 
SoCalGas to pay dividends or make distributions to PE. Borrowings bear interest at rates varying with 
market rates and the amount of outstanding borrowings. PE's -line of credit Was unused at 
December 31 , 2002 and December 31 , 2001. 

Uncommitted Lines of Credit 

At December 31 , 2002, SET had $690 million in various uncommitted lines of credit ' that are 
guaranteed by Sempra Energy and bear interest at rates' varying with market rates and Sempra 
Energy's credit rating. At December 31 , 2002 and 2001, SET had $115 million and $120 million, 
respectively, in short-term borrowings, and $345 million and ,$167 million, respectively, of letters of 
credit outstanding against these lines. 

The company's weighted average interest rate for short-term borrowings outstanding was 2.02% and 
2.18%, at December 31 , 2002 and 2001, respectively. 
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NOTE 5. LONG-TERM DEBT 

December 31,. 
{Dollars'in millions) 
First-mortgage bonds-

5.75% November-15, 2003 
4.8% October 1,2012 
•6.8% June 1, 2015 
5.9% June 1,2018 
,5.9% to 6.4% September 1 ; 2018 
6.1% September 1, 2019 
Variable rates (1.34% to 1.35% at December 31, 2002) September 1, 2020 
5.85% June 1, 2021 
7.375% March'1, 2023 
7.5% June 15, 2023 
6.875% November 1, 2025, 
6.4% and 7% December 1, 2027 
8.5% April 1, 2022 
7.625% June 15, 2002 
6.875% August 15, 2002 

Total 

Other long-term debt 
5.60% Equity units May M, 2007 
Notes payable at variable rates after a'fixed-to-floating rate swap {2.69% to 

2.73%-at December 31, 2002) July 1, 2004 
7.95% Notes March 1, 2010 
Rate-reduction bonds, 6.19% to 6.37%.annually through 2007 

'6.95% Notes December 1, 2005 
Debt incurred to acquire limited partnerships, secured by real estate, at 

7:11% to 9.35% annually through 2009 
5.9% June 1, 2014 
SER line of credit at variable rates'(3.073% at December 31,, 2002) 

August 21, 2004 
Employee Stock Ownership Plan 

Bonds at 7.375% November 1, 2014 
Bonds at variable .rates (1.92% at December 31, 2002) November 2014 

5.67% January 15, 2003 
Variable rates (2.00% at DecemberSI, 2002) December 1, 2021 
Variable rates (1.75% at December 31, 2002) July 1, 2021 
6.75% March 1, 2023 
6.375% May 14, 2006 
Other variable-rate debt 
Capitalized leases 
Market value adjustments for interest rate swaps — net 

Total 
Less: 

Current portion of long-term debt 
Unamortized discount on long-term debt 

Total 

2002 2001 

$ 100 $ 100 
250 — 
14 14 
68 68 
176 176 
35 35 
58 .58 
60 60 
100 100 
125 125 
175 175 
225 225 
— 10 
— 28 
— 100 

1,386 1,274 

600 

500 500 
500 500 
329 395 
300 300 

145 187 
130 130 

100 — 

82 82 
19 46 
75 75 
60 60 
39 39 
25 '25 
8 8 
18 27 
10 14 
42 22 

4,368 3,684 

281 242 
4 6 

285 248 

$4,083 $3,436 
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Excluding capital leases, which are described in Note 15, and market value adjustments for interest-
rate swaps, maturities of long-term debt are $278 million in 2003, $745 million in 2004, $397 million in 
2005, $100 million in 2006, $683 million in 2007 and $2.2 billion thereafter. Holders of variable-rate 
bonds may require" the issuer to repurchase them prior to scheduled maturity. However, since 
repurchased bonds would be remarketed and funds for repurchase are provided by revolving lines of 
credit {which are generally renewed upon expiration and which are described in Note 4), it is assumed 
the bonds will be held to maturity for purposes of determining the maturities listed above. Interest rates 
on the $300 million and $500 million of notes maturing in 2005 and 2010, respectively, can vary with 
the company's credit ratings. 

First-mortgage Bonds 

The first-mortgage bonds were issued by the California Utilities and are secured by a lien on their 
respective utility plant. The California Utilities may issue additional first-mortgage bonds upon 
compliance with the provisions of their bond indentures, which require, among other things, the 
satisfaction of pro forma earnings-coverage tests on first-mortgage bond interest and the availability of 
sufficient mortgaged property to support the additional bonds. The most restrictive of these tests (the 
property test) would permit the issuance, subject to CPUC authorization, of an additional $2.7 billion of 
first-mortgage bonds at December 31, 2002. 

During the first quarter of 2001, SDG&E remarketed $150 million of variable-rate first-mortgage bonds 
for a five-year term at a fixed rate of 7%. At SDG&E's option, the bonds may be remarketed at a fixed 
or floating rate at December 1, 2005, the expiration of the fixed term. In November 2001, SoCalGas 
called its $150 million 8.75% first-mortgage bonds at a premium of 3.59 percent. On December 11, 
2001, SoCalGas entered into an interest-rate swap which effectively exchanged the fixed rate on its 
$175 million 6.875% first-mortgage bonds for a floating rate. On September 30, 2002, SoCalGas 
terminated the swap, receiving cash proceeds of $10 million, comprised of $4 million in accrued 
interest and a $6 million amortizable gain. Additional information is provided under "Interest-Rate 
Swaps" below. In June and July 2002, SDG&E paid off its $28 million 7.625% first-mortgage bonds and 
$10 million 8.5% first-mortgage bonds, respectively. In August 2002, SoCalGas paid off its $100 million 
6.875% first-mortgage bonds. 

In October 2002, SoCalGas publicly offered and sold $250 million of 4.8% first-mortgage bonds, 
maturing on October 1, 2012. The bonds are not subject to a sinking fund and are not redeemable prior 
to maturity except through a make-whole mechanism. Proceeds from the bond sale have become part 
of the company's general funds to replenish amounts previously expended to refund and retire 
indebtedness, and for working capital and other general corporate purposes. These bonds were 
assigned ratings of A+ by the S&P rating agency, A l by Moody's and AA by Fitch, Inc. 

Callable Bonds 

At the company's option, certain bonds may be called at a premium, including $157 million of variable-
rate bonds that are callable at various dates in 2003. Of the company's remaining callable bonds, $860 
million are callable in 2003, $25 million in 2004, $105 million in 2005 and $8 million in.2006. 

Rate-Reduction Bonds 

In December 1997, $658 million of rate-reduction bonds were issued on behalf of SDG&E at an 
average interest rate of 6.26 percent. These bonds were issued to facilitate the 10% rate reduction 
mandated by California's electric-restructuring law, which is described in Note 13. These bonds are 
being repaid' over ten years by SDG&E's residential and small-commercial customers via .a 
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specified charge on their electricity bills. These bonds are secured by the revenue.streams collected 
from customers and are not secured by, or payable from, utility assets. 

The sizes of the rate-reduction bond issuances were set so 'as to make the investor owned utilities 
(lOUs) neutral as to the 10% rate reduction, and were based on a four-year period to recover stranded 
costs. Because SDG&E recovered its stranded costs in only 18 months (due to the greater-than-
anticipated plant-sale proceeds), the bond sale proceeds were greater than needed. Accordingly, 
during the third quarter of 2000, SDG&E returned to its customers $388 million of surplus bond 
proceeds in accordance with a June 8, 2000 CPUC decision. The bonds and their repayment schedule 
are not affected by this refund. 

Equity Units 

In April and May of 2002, the company publicly offered and issued $600 million of Equity Units. Each 
unit consists of $25 principal amount of the company's 5.60%, senior notes due May 17, 2007 and a 
contract to purchase for $25 on May 17, 2005, between .8190 and .9992 of a share of the company's 
common stock (to be determined by the then-prevailing market prices). The company used the net 
proceeds of the offering to repay a portion of its short-term debt, including debt used to finance the 
capital expenditure program for Global. . 

Unsecured Long-term Debt 

In ,February 2001, SDG&E remarketed $25 million of vaViable-rate unsecured bonds as 6.75 percent 
fixed-rate debt for a three-year term. At SDG&E's option, the bonds may be remarketed at a fixed or 
floating rate at February 29, 2004, the expiration of the fixed term. Various long-term obligations 
totaling $355 million are unsecured at December 31, 2002. In October 2001, SoCalGas repaid $120 
million of 6.38 percent medium-term notes upon maturity. In June 2001, the company issued $500 
million of three-year notes due July 1, 2004 at an interest rate of 6.8 percent. Sempra Energy has a 
fixed-to-floating rate swap on these notes. (See discussion under "Interest-Rate Swaps" below.) 

In February 2000, the company issued $500 million of long-term 7.95% notes due in 2010 to partially 
finance the self-tender offer described in Note 12. In December 2000, the company issued an 
additional $300 million in long-term notes due in 2005 in order to reduce short-term debt. The notes 
bear interest at 6.95 percent. In July 2000, SoCalGas repaid $30 million of 8.75% medium-term notes 
upon maturity. 

In October 2002 SER borrowed $100 million on its $400 million line of credit. This loan is due August 
2004 and bears a variable interest rate (3.073 percent at December 31, 2002), 

On January 15, 2003, $70 million of SoCalGas' 5.67% $75 million medium term notes were put back to 
the company. The remaining $5 million matures on January 18, 2028. 

In January 2003, the company issued $400 million of long-term 6% notes due February 2013. The 
bonds are not subject to a sinking fund and are not redeemable prior to maturity except through a 
make-whole mechanism. Proceeds were used to pay down commercial paper. These bonds were 
assigned ratings of A- by the S&P rating agency, Baal by Moody's and A by Fitch, Inc. 

Debt of Employee Stock Ownership Plan (ESOP) and Trust (Trust) 

The Trust has covered substantially all of SoCalGas' employees and, effective January 1, 2000, 
employees of Sempra Energy and some of its unregulated affiliates. The Trust is used to fund part of 
the retirement savings plan. The 15-year notes are repriced weekly and subject to repurchase by the 
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company at the holder's option, depending on market demand. In June 2001, utilizing the term option 
provisions of the notes, $82 million of the notes were remarketed at a fixed rate of 7.375 percent for 
three years. The variable interest rate and weekly repricing resume in May 2004. In September 2001 
and 2002, ESOP debt was reduced' by $2.5 million and $0.9 million, respectively, when 40,000 shares 
and 17,000 shares, respectively, of company common stock were released from the Trust in order to 
fund the employer contribution to the company savings plan. Additional information on the company 
savings plan is included in Note 8. Interest on ESOP debt amounted to $7 million'in 2002, $6 million in 
2001 and $9 million in 2000. Dividends used for debt service amounted to $3 million each in 2002, 
2001 and 2000. 

Interest-Rate Swaps 

The company periodically enters into interest-rate swap agreements to moderate its exposure to 
interest-rate changes and to lower its overall cost of borrowing. At December 31 ,,2002, Sempra Energy 
has a fixed-to-floating-rate swap agreement on $500 million of underlying debt which matures in 2004 
and effectively causes the interest rate on the debt to vary at a rate of LIBOR plus 1.329%. On 
December 11, 2001,, SoCalGas executed a cancelable-call interest-rate swap, exchanging its fixed-rate 
obligation of 6.875% on its $175 million first-mortgage bonds for a floating rate of LIBOR plus 4 basis 
points. On September 30, 2002, SoCalGas terminated the swap, receiving cash proceeds of 
$10 million, comprised of $4 million in accrued interest and a $6 million amortizable gain. The company 
believes the. remaining swap is fully effective in its purpose of converting the underlying debt:s fixed 
rate, to a floating rate and meets the criteria for accounting under the short-cut method defined in 
SFAS 133 for fair value hedges of debt instruments. Accordingly, market value adjustments to long-
term debt of $20 million and $22 million were recorded at December 31, 2002 and 2001, respectively, 
to reflect, without affecting net income or other comprehensive income, the favorable/unfavorable 
economic consequences (as measured at December 31, 2002 and 2001) of having entered into the 
swap transactions. During 2002 and 2001, SDG&E had an interest-rate swap agreement that matured 
in 2002 that effectively fixed the interest rate on $45 million of variable-rate underlying debt at 
5.4 percent. This floating-to-fixed-rate swap did not qualify for hedge accounting and, therefore, the 
gains and losses associated with the change in fair value are recorded in the Statements of 
Consolidated Income. The effect on income was a $1 million gain in 2002 and a $1 million loss in 2001. 
See additional discussion of interest-rate swaps in Note 10. 

Foreign-Currency Hedges 

The company's primary objective With respect to currency risk is to reduce net income volatility that 
would otherwise occur due to exchange-rate fluctuations. 

Sempra Energy's net investment in its Latin American operating companies and the resulting cash 
flpws are partially protected against normal exchange-rate fluctuations by rate-setting mechanisms 
which are intended to compensate for local inflation and currency exchange-rate fluctuations. In 
addition to establishing such tariff-based protections, the company hedges material cross-currency 
transactions and net income exposure through various means, including financial instruments and 
short-term investments. 

Because the company does not hedge its net investment in foreign countries, it is susceptible to 
volatility in other comprehensive income, as occurred in the years ended December 31, 2002 and 2001' 
as a result of Argentina's decoupling its peso from the U.S. dollar as discussed in Note 3. 

See additional discussion in Note 10. 
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Loans Due to Affiliates 

In March 2001, SEI refinanced $160 million of long-term "notes through its unconsolidated affiliate 
Chilquinta Energia Finance, LLC. At both December 31, 2002 and. 2001, long-term notes'payable, to 
affiliates include $60 million at 6.47 percent due April 1, 2008 and $100 million at 6.62% due April 1, 
2011. The loans are secured by SEI's investments1 in Energia and Luz. 

Financial Covenants 

The California Utilities' first-mortgage bond indentures require the satisfaction of certain bond interest 
coverage ratios and the availability of sufficient mortgaged property to issue additional first-mortgage 
bonds, but do not restrict other indebtedness. Note 4 discusses the financial covenants applicable to 
short-term.debt. 

NOTE 6. FACILITIES UNDER JOINT OWNERSHIP 

SONGS and the Southwest Powerlink transmission line are owned jointly with other utilities. The 
company's interests at December 31, 2002, are as follows: 

Project-{Dollars in millions) SONGS 
, Southwest 

Powerlink 

Percentage Ownership 20% 88% 
Utility plant in service :$76' $222 
Accumulated depreciation and'amortization $53 $134 
Construction work in progress $ 5 $ 12 

The company and the other owners each hold its interest as ah undivided interest as tenants in 
common. Each owner is responsible for financing its share of each project and participates in decisions 
concerning operations and capital expenditures. 

The company's share of operating expenses is included in the Statements of Consolidated Income. 
Participants in each project must provide their own financing. The amourits specified above for SONGS 
include nuclear production, transmission and other facilities. .Certain substation equipment at SONGS 
is wholly owned by the company. 

SONGS Decommissioning 

Objectives, work scope and procedures for the future dismantling and decontamination of the SONGS 
units must meet the requirements of the .Nuciear Regulatory Commission, the Environmental 
Protection Agency, the CPUC and other regulatory bodies. 

The company's share of decommissioning costs for the SONGS units is estimated to be $309 million iri 
2002 dollars, based on a 2001 cost study completed and filed with the CPUC in 2002. At this time, the 
cost study and resulting contributions are expected to be finalized and approved or disapproved by the 
CPUC in April of 2003. Cost studies are updated every three years and approved by the CPUC. The 
next such update is expected to occur in 2005. Rate recovery of decommissioning costs is allowed 
until the time that the costs are fully recovered, and is subject to adjustment every three years based 
on costs allowed by regulators. The amount accrued each year is currently being collected in rates. 
Currently, collections are authorized to continue until 2013, but may be extended upon request to the 
CPUC 'until 2022. The requested amount is considered sufficient to cover the company's share'of 
future decommissioning costs. Payments to the nuclear decommissioning trusts (described below 
under "Nuclear Decommissioning Trusts") are expected to continue until sufficient funds have been 
collected to fully decommission SONGS, which is not expected to begin before 2022. 
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Unit 1 was permanently shut down in 1992, and physical decommissioning began in January 2000. 
Several structures, foundations and large components have been dismantled and removed. 
Preparations have been made for the remaining major work to be performed in 2003 and beyond. That 
work will include dismantling, removal and disposal of all remaining Unit 1 equipment and facilities 
(both nuclear and non-nuclear components), decontamination of the site and completion of an^on-site 
storage facility for Unit 1 spent fuel. These activities are expected to be completed by 2008. , • 

The amounts collected in rates are invested in externally managed trust funds (described-beloW'under 
"Nuclear Decommissioning Trusts"). The securities held by the trust are considered available for sale and 
the trust is shown on the Consolidated Balance Sheets at market value. These values reflect unrealized 
gains of $95 mitlion and $122 million at December 31, 2002, and 2001, respectively, with the offsetting 
credit recorded to accumulated depreciation and amortization on the Consolidated Balance Sheets. 

See discussion regarding the impact of SFAS 143 in Note 1. 

Nuclear Decommissioning Trusts 

SDG&E has a Nonqualified Nuclear Decommissioning Trust and a Qualified Nuclear Decommissioning 
Trust. CPUC guidelines prohibit investments in derivatives and securities of Sempra Energy or related 
companies. They also establish maximum amounts for investments in equity securities (50 percent of 
the qualified trust and 60 percent of the nonqualified trust), international equity securities (20 percent) 
and securities of electric utilities having ownership interests in nuclear power plants (10 percent). Not 
less than 50 percent of the equity portion of the Trusts shall be invested passively. 

At December 31, 2002 and 2001, trust assets were allocated as follows (dollars in millions): 

Nonqualified 
Qualified Trust Trust 

2002 2001 2002 " 2001 

Domestic equity $143 $144 $36 $48 
Foreign equity 69 76 — — 

Total equity 212 220 36 48 
Total fixed income 220 ,225. 26 33 

Total $432 $445 $62 $81 

Decommissioning cost studies are conducted every three years to determine the appropriate level of 
contributions to be collected in utility-customer rates to ensure adequate funding at the decommissioning 
date. Customer contribution amounts are determined by estimates of after-tax investment returns, 
decommissioning costs and decommissioning cost escalation rates. Lower actual investment returns or 
higher actual decommissioning costs would result in an increase in customer contributions. 

Additional information regarding SONGS is included in Notes 13 and 15. 

SEMPRA ENERGY 65: 



NOTE 7. INCOME TAXES 

The reconciliation of the statutory federal income tax rate to the effective income tax rate is as follows: 

For the years,ended December 31 2002 2001 2000 

Statutory federal income tax rate 35.0% 35.0% 35.0% 
Depreciation 5.2 5.9 6.7 
State income-taxes — net of federal 

income tax benefit 7.0 6.4 6.6 
Tax credits (18.5) (13,7) (13.0) 
Income from unconsolidated foreign 

subsidiaries (2.0) (3.0) (1.8) 
Settlement of Internal Revenue Service audit (3.6) — — 
Other — net (2.9) (1.5) 5.1 

Effective income tax rate 20,2% 29.1% 38.6% 

The components of income tax expense are as follows: 

(Dollars in millions) , 2002 2001 2000 

Current: 
Federal $ 195 $ 36 $ (8) 
State , . 30 60 (5) 
Foreign 13 11 25 

Total 

Deferred: 
Federal 
State 
Foreign 

• Total 

Deferred investment tax credits 

Total income-tax expense 

238 107 12 

(113) 104 207 
31 1 57 
(5) 7 d) 

(87) 112 263 

(5) (6) (5) 

$ 146 $213 $270 
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2002 2001 

$ 883 $ 672 
305 489 
45 • 37 
312 279 

1,545 1,477 

62 65 
148 24 
89 46 
32 36 
157 174 
40 40 
247 187 

775 572 

770 905 

10 12 

$ 780 $ 917 

Accumulated deferred income taxes at December 31 consist of the following: 

{Dollars'in millions) 

Deferred tax liabilities: 
Differences in financial and tax bases of utility plant 
Balancing accounts and other regulatory assets 
Partnership income 
Other 

Total deferred tax liabilities 

Deferred tax assets: 
Investment tax credits 
General business tax credit carryforward 
Net operating losses of foreign entities 
Postretirement benefits 
Other deferred liabilities 
Restructuring costs 
Other 

Total deferred tax assets 

Net deferred income tax liability 

Valuation allowance 

Net deferred income tax liability 

The net deferred income tax liability is recorded on the Consolidated Balance Sheets at December 31 
as follows: 

(Dollars in millions) 2002 • 2001 

Current (asset) liability $ (20) $ 70 
Noncurrent liability 800 . 847 

Total $ 780 $ 917 

In connection with its affordable-housing investments, the company has $148 million of unused general 
business tax credits dating back to 1999. The cumulative credit carryforwards will expire between the 
years 2019 and 2022. The company fully expects to utilize the credits in future years. In addition, the 
company has $19 million of alternative minimum tax credits with no expiration date. All of these credits 
have been included in the company's calculation of income tax expense. 

Foreign subsidiaries have $275 million in unused net operating losses available to reduce future 
income taxes, primarily in Mexico, Canada and the United Kingdom. Utilization of these losses began 
to expire in 2002. Financial statement benefits have been recorded on all but $32 million of these 
losses, primarily by offsetting them against deferred tax liabilities with the same expiration pattern and 
country of jurisdiction. 

The company has not provided for U.S. income taxes on foreign subsidiaries' undistributed earnings 
($304 million at December 31, 2002), which are expected to be reinvested indefinitely outside the U.S. 
It is not possible to predict the amount of U.S. income taxes that might be payable if these earnings 
were eventually repatriated. 
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NOTE 8. EMPLOYEE BENEFIT PLANS 

The information presented below covers the plans of the company and its principal subsidiaries. 

Pension and Other Postretirement Benefits 

The company sponsors several qualified and nonqualified pension plans and' other postretirement 
benefit plans for its employees. 

During 2002, the company had amendments reflecting retiree cost of living adjustments which resulted 
In an increase in the pension plan benefit obligation of $51 million. Amendments to other 
postretirement benefit plans related to the transfer of employees to SDG&E and changes to their 
specific benefits which resulted in a decrease in the benefits obligation of $7 million. The amortization 
of these changes will affect pension expense in future years. 

During 2001, SDG&E participated in a voluntary separation program. As a result, the company 
recorded a $13 million special termination benefit, a $1 million curtailment cost and a $19 million 
settlement gain. 

During 2000, Sempra Energy and most of its subsidiaries participated in another voluntary separation 
program. As a result, the company recorded a $56 million special termination benefit, a $2 million 
curtailment credit and a $26 million settlement gain. 
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The following tables provide a reconciliation of the changes in the plans' projected benefit obligations 
and the fair value of assets over the two years; and a statement of the funded status as of each year 
end: 

(QoHarsjn millions) 

Pension Benefits 

2002 2001 

•,, Other 
Postretirement 

Benefits 
2002 2001 

WEIGHTED-AVERAGE ASSUMPTIONS AS OF 
DECEMBER 31: 

Discount rate 6.50% 7.25% 6.50% 7:25% 
Expected return on plan assets 8.00% 8.00% 7.80% 7.85% 
Rate of compensation increase 4.50% 5.00% 4.50% 5:00% 
Cost trend of covered health-care charges — — 7.00%(1) 7.25%(1) 

CHANGE IN PROJECTED BENEFIT OBLIGATION: 
Net obligation at January 1 $2,010 $2,027 $ 590 $ 551 
Service cost 57 49 13 11 
Interest, cost 149 141 42 .4.1 
Plan amendments 51 — (7) — 
Actuarial'(gain) loss 197 (27) 191 13 
Curtailments 
Settlements 
Special termination benefits 
Other 
Benefits paid 

Net obligation at December 31 

CHANGE IN PLAN ASSETS: 
Fair value of plan assets at January 1 
Actual return on plan assets 
Employer contributions 
Benefits paid 

Fair value of plan assets at December 31 

Plan assets net of benefit obligation at December 31 
Unrecognized net actuarial (gain) loss 
Unrecognized prior service cost 
Unrecognized net transition obligation 

Net.recorded asset (liability) at December 31 

— 
(7) 
1 

13 

(187) 

— — 

13 
(187) 

(7) 
1 

13 

(187) 
(32) (26) 

2,290 2,010 797 590 

2,449 
(281) 

3 
(187) 

2,910 
(277) 

3 
(187) 

469 
(50) 
22 

(32) 

515 
(37) 
17 

(26) 

1,984 2,449 409 469 

(306) 
283 

93 
1 

439 
(426) 

49 
2 

(388) 
266 
(14) 

(121,) 
(14) 
(10) 

$ 71 $ 64 $(136) $(145) 

(t) Decreasing to ultimate trend of 6.50% in 2004. 
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The following table provides the amounts recognized on the Consolidated Balance Sheets (under 
noncurrent sundry assets, deferred credits-and other iiabilities and postretirement benefits other than 
pensions) at December 31: 

Other 
Postretirement 

Pension Benefits Benefits 
(Dollars jn millions) 2002 2001 2002 . 2001 

Prepaid benefit cost $203 $146 

$ • 
— 

Accrued benefit cost (132) (82) (136) $(145) 
Additional minimum liability (93) (18) — — 
(ntangible'asset 12 3 — 
Accumulated other comprehensive income, pretax 81 15 — . — 

Net recorded asset (liability) $ 71 $ 64 $(136) $(145) 

The following table provides the components of net periodic benefit cost (income) for the plans: 

Other 
(Dollars in millions) Pension Benefits Postretirement Benefits 

Years ended December 31 2002 2001 2000 2002 ' '2001 2000 

Service cost $ 57 $ 49 $ 41 $ 13 $ 11 $ 11 
Interest cost 149 141 153 42 • 41 37 
Expected return on assets (204) (219) (239) (39) (39) (37) 
Amortization of: 

Transition obligation 1 1 1 9 10 11 
Prior service cost 7 6 6 (1) (1) (2) 
Actuarial gain (18) (39) (55) (3) (8) 

Special termination benefit — 13 54 — — 2 
Curtailment cost (credit) — 1 (2) — — — 
Settlement credit — (19) (26) • — — — 
Regulatory adjustment 32 51 18 25 30 26 

Total net periodic benefit cost (income) $ 24 $ (15) $ (49) $ 49 $ 49 $ 40 

Assumed health-care cost trend rates have a significant effect on the amounts reported for the health
care plans, A one-percent change in assumed health-care cost trend rates would have the following 
effects: 

(Dollars in millions} 
1% 

Increase 
1% 

Decrease 
Effect on total of service and interest cost components of net periodic 

postretirement health-care benefit cost $ 9 
Effect on the health-care component of the accumulated other postretirement 

benefit obligation " $119 

$ (7) 

$(96) 

Except for one plan, all funded pension plans had plan assets in excess of accumulated benefit 
obligations. For that one plan, the projected benefit obligation and accumulated benefit obligation were 
$613 million and $575 million, respectively, as of December 31, 2002, and $448 million and $442 
million, respectively, as of December 31, 2001 ; 

The company maintains dedicated assets in support of its Supplemental Executive Retirement Plan. 

Other postretirennent benefits include retiree life insurance, medical benefits for retirees and their 
spouses, and Medicare Part B reimbursement for certain retirees. 

SEMPRA ENERGY 70. 



Savings Plans 

The company offers savings plans, administered by plan trustees, to all eligible employees. Eligibility to 
participate in the plans is immediate for salary deferrals. Employees may contribute, subject to plan 
provisions, from one percent to 25 percent of their regular earnings. After one year of completed 
service, the company begins to make matching contributions. Employer contribution amounts and 
methodology vary by plan, but generally the contributions are equal to 50 percent of the first,6 percent 
of eligible base salary contributed by employees and, if certain company goals are met, an additional 
amount related to incentive compensation payments. Employer contributions are invested in company 
stock and must remain so invested until termination of employment. At the direction of the employees, 
the employees' contributions are invested in company stock, mutual funds, institutional trusts or 
guaranteed investment contracts. The plans of certain non-wholly owned subsidiaries may not contain 
Sempra Energy stock. In this case, the employer matching contributions are invested to mirror the 
employee-directed contributions. Employer contributions for the Sempra Energy and SoCalGas plans 
are, partially funded by the employee stock ownership plan referred to below. Company contributions to 
the savings plans, were $20 million in 2002, $17 million in 2001 and $15 million in 2000. The market 
value of company stock held by the savings plan was $533 million and $530 million at December 31, 
2002 and 2001, respectively. 

Employee Stock Ownership Plan 

All contributions to the Trust are made by the company; there are no contributions made by the 
participants. 

As the company makes contributions to the ESOP, the ESOP debt service is paid and shares are 
released in proportion to the total expected debt service. Compensation expense is charged and equity 
is credited for the market value of the shares released. Income tax deductions are-based on the cost of 
the shares. Dividends on unallocated shares are used to pay debt service and are applied against the 
liability. The Trust held 2.6 million shares and 2.7 million shares of Sempra Energy common stock, with 
fair values of $61.0 million and $65,9 million, at December 31, 2002 and 2001, respectively. • 

NOTE 9. STOCK-BASED COMPENSATION 

Sempra Energy has stock-based compensation plans intended to align employee and shareholder 
objectives related to the long-term growth of the company. The plans permit a wide variety of stock-
based awards, including nonqualified stock options, incentive stock options, restricted stock, stock 
appreciation rights, performance awards, stock payments and dividend equivalents. 

In 2002 and 2001,, 544,100 shares and 777,500 shares of restricted company stock, respectively, were 
awarded to key employees. The corresponding weighted average fair values of the shares granted 
were $24.77 and $23.37, respectively. There was no restricted company stock awarded in -2000. 
Subject to earlier forfeitures upon termination of employment, each award is scheduled \o vest at the 
end of seven years, but is also subject to earlier vesting over a four-year period upon satisfaction of 
objective performance-based goals. Holders of restricted stock have full voting and dividend rights. 
Compensation expense for the issuance of restricted stock was approximately $7 million in 2002, $5 
million in 2001 and $1 million in 2000. 

In 2002, 2001 and'2000, Sempra Energy granted to officers and key employees 3,444,300, 2,934,800 
and 4,339,000 stock options, respectively. The option price is equal to the market price of common 
stock at the date of grant. The options vest over a four-year period and do not include dividend 
equivalents. The stock options expire 10 years from the date of grant, subject to earlier expiration upon 
termination of employment. Compensation expense (or reduction thereof) for stock option grants (all 
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associated with outstanding options with dividend equivalents, all of which were issued, before 2000) 
and similar awards was ($2 million), $7 million and $14 million in 2002, 2001 and 2000, respectively. 

As of December 31, 2002, 12,250,231 shares were authorized and available for future grants of 
restricted stock and/or stock options. In addition, on January 1 of each year, additional shares 
amounting to 1.5 percent of the outstanding shares of Sempra Energy common stock become 
available for grant. 

The plans permit the granting of dividend equivalents, which provide grantees the opportunity to 
receive some or all of the cash dividends that would have been paid ori the shares since the grant 
date. All grants that have included dividend equivalents have made the dividend equivalents 
dependent on the attainment of certain performance goals. For grants prior to July 1, 1998, payment of 
the dividend equivalents is also contingent upon an in-the-money exercise of the related options. 

In 1995, SFAS 123, "Accounting, for Stock-Based Compensation," was issued. It encourages a fair-
vaiue-toa'se'd method df accounting for stock-based compensation. As permitted by SFAS 123, the 
company adopted only its disclosure requirements and continues to account for stock-based 
compensation in accordance with the provisions of Accounting Principles Board Opinion 25, 
"Accounting for Stock Issued to Employees." See additional discussion of SFAS 148, the amendment 
to SFAS 123, in Note 1. 

STOCK OPTION ACTIVITY 

Shares 
Un'der 
Option 

Weighted 
Average 
Exercise 

Price 

Options 
Exercisable 

at December 31 

OPTIONS WITH DIVIDEND EQUIVALENTS 
December 31, 1999 

Exercised 
Cancelled 

4,693,197 
(399,875) 
(264,749) 

$21.96 
18.91 
23.39 

1,844,079 

December 31, 2000 
Exercised 

. Cancelled 

4,028,573 
(588,315) 
(1'19,911) 

22.17 
20:92 
22.46 

2,462,574 

December 31, 2001 
Exercised 
Cancelled 

3,320,347 
(172,358) 

(68,124) 

22.38 
19:87 
24.03 

2,508,328 

December 31, 2002 3,079,865 $22.48 2,777,590 

Oh January 1, 2003, approximately two-thirds of the shares under options and the options exercisable 
ceased to have dividend equivalents, due to expiration or payment of the dividend equivalents. 
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• # 

Shares 
Under 
Option 

Weighted 
Average 
Exercise 

Price 

Options 
Exercisable 

at December 31 

OPTIONS WITHOUT DIVIDEND EQUIVALENTS 
December 31, 1999 

Granted 
Exercised 
Cancelled 

3,953,005 
4,339,000 

(329,313) 
(397,271) 

$22.67 
19.03 
19.10 
25.07 

• \ 
1,019,056 

December 31, 2000 
Granted 
Exercised 
Cancelled 

7,565,421 
2,934,800 
(421,633) 
(204,134) 

20.61 
22.50 
18.79 
23.59 

1,659,244 

December 31,,2001 
Granted 
Exercised 
Cancelled 

9,874,454 
3,444,300 
(223,430) 
(84,137) 

21.19 
24.71 
17.70 
21.70 

3,143,319 

December 31, 2002 13,011,187 $22.18 5,287,437 

Additional information on options outstanding at December 31, 2002, is as follows: 

Range of 
gxercise Prices 

Number of 
Shares 

Weighted 
Average 

Remaining 
Life 

Weighted 
Average 
Exercise 

Price 

Outstanding Options 
$14.29-$16.12 
$16.87-$22.65 
$23.45-$27.64 

149,576 
9,930,929 
6,010,547 

16,091,052 

2.10 
6.98 
7.58 

7.16 

$15.99 
$20.48 
$25.26 

$22.22 

Exercisable Options 
$14.29-$16.12 
$16.87-$22.65 
$23.45-$27.64 

149,576 
5,287,704 
2,627,747 

8,065,027 

$15.99 
$20.20 
$25:93 

$21.99 

The grant-date market value of each option grant (including, dividend equivalents where applicable) 
was estimated using the modified Black-Scholes option-pricing model. Weighted average grant-date 
market values for options granted in 2002, 2001 and 2000 were $4.45, $4.29 and $3.07,-respectively. 

The assumptions that were used to determine these grant-date market values are as follows: 

2002 2001 -2000 

Stock price volatility 22% 24% 20% 
Risk-free rate of return 4.8% 4.6%' 6.8% 
Annual dividend yield 4.1% 4.3% 5.4% 
Expected life 6 Years 6 Years 6 Years 
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NOTE 10. FINANCIAL INSTRUMENTS 

Fair Value 

The fair values-of certain of the company's financial instruments (cash, temporary investments, funds 
held-imtrust; notes receivable, dividends payable, short-term debt and customer deposits) approximate 
the-.carrying amounts. The following table provides the carrying amounts and fair values of the 
remaining financial instruments at December 31: 

2002 2001 

(Dollars in millions) 
Carrying Fair Carrying Fair 
Amount Value Amount Value 

$ 271 $ 346 $ 317 $ 390 

$ 228 $ 228 $ - $ — 

$1,386 $1,452 $1,274 $1,297 
1,300 1,424 1,300 1,327 

600 577 — — 
329 357 395 411 
145 169 187 206 
608 623 528 545 

$4,368 $4,602 $3,684 $3,786 

$ 204 $ 168 $ 204 $ 162 

$ 200 $ 205 $ 200 $ 214 

Investments in limited partnerships 

U.S. Treasury obligations 

First-mortgage bonds 
Notes payable 
Equity units 
SDG&E rate-reduction bonds 
Debt incurred to acquire limited partnerships 
Other long-term debt 

Total long-term debt 

Preferred stock of subsidiaries 

Mandatorily redeemable trust preferred securities 

The fair values of investments in limited partnerships accounted for under the equity and cost methods 
were estimated based on the present value of remaining cash flows, discounted at rates available for 
similar investments. The fair values of debt incurred to acquire limited partnerships, which do not have 
readily determinable quoted market prices, were estimated based on the present value of the future 
cash flows, discounted at rates available for similar notes with comparable maturities. The fair values 
of the other long-term debt, preferred stock, mandatorily redeemable trust preferred securities and U.S. 
Treasury obligations were estimated based on quoted market prices for them or for similar issues. 

Accounting for Derivative Instruments and Hedging Activities 

SFAS 133 "Accounting for Derivative Instruments and Hedging Activities," as amended by SFAS 138, 
"Accounting for Certain Derivative Instruments and Certain Hedging Activities" recognizes all 
derivatives as either assets or liabilities in the statement of financial position, measures those 
instruments at fair value and recognizes changes in the fair value of derivatives in earnings in the 
period of change unless the derivative qualifies as an effective hedge that offsets certain exposure. For 
related matters see discussion of EITF Issue 02-3 "Issues Involved in Accounting for Derivative 
Contracts Held for Trading Purposes and Contracts Involved in-Energy Trading and Risk Management 
Activities" and the rescission of EITF Issue 98-10 in Note 1. 

The company utilizes derivative financial instruments to reduce its exposure to unfavorable changes in 
commodity prices, which are subject to significant and often volatile fluctuation. Derivative financial 
instruments include futures, forwards, swaps, options and long-term delivery contracts. These 
contracts allow the company to predict with greater certainty the effective prices to be received by the 
company and, in the case of the California Utilities, their customers. Since adoption of SFAS 133 on 
January 1, 2001, the company classifies its forward contracts as follows: 

Normal Purchase and Sales: These contracts generally are long-term contracts that are settled by 
physical delivery and, therefore, are eligible for the normal purchases and sales exception of 
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SFAS 133. The contracts are accounted for at historical cost with gains and losses reflected in the 
Statements of Consolidated Income at the contract settlement-date. 

Electric and Natural Gas Purchases and Sales: The unrealized gains and losses related to-these 
forward'contracts, as they relate to the California Utilities, are reflected on the Consolidated Balance 
Sheets as regulatory assets and liabilities to the extent derivative gains and losses will be recoverable 
or payable in future rates. If gains and losses at the California Utilities are not recoverable or payable 
through future rates, the California Utilities apply hedge accounting if certain criteria are met. When a 
contract no longer meets the requirements of SFAS 133, the unrealized gains and losses will be 
amortized over the remaining contract life. 

In instances where hedge accounting is applied to derivatives, cash flow hedge accounting is elected 
and, accordingly, changes in fair values of the derivatives are included in other comprehensive income, 
but not: reflected in the Statements of Consolidated Income until the corresponding hedged transaction 
is settled. The effect on other comprehensive income for the years ended December 31, 2002 and 
2001 was not material. Iminstances where derivatives do not qualify for hedge accounting, gains and 
losses are recorded in the Statements of Consolidated Income. 

Thefollowing we re "recorded in the Consolidated Balance Sheets at December 31: 

(Dollars in millions) 2002 2001 

Fixed-priced contracts and other derivatives: 
Current assets $ 3 $ 57 
Noncurrent assets 42 27 

Total 

Current liabilities 
Noncurrent liabilities 

Total 

Net liabilities 

Regulatory assets and liabilities: 
• Current regulatory assets 

Noncurrent regulatory assets 

Total 

Regulatory balancing account liabilities 
Current regulatory liabilities 
Noncurrent regulatory liabilities 

Total 

Net regulatory assets 

The remaining; differences between net liabilities and regulatory assets were primarily due to market 
vajue adjustments of $42 million and $22 million at December 31, 2002 and 2001, respectively, to long-
term debt related to two fixed-to-floating interest rate swaps. The market, value adjustment in 2002 
included a reversing effect for the cancellation of one of the swap agreements on September 30, 2002. 

45 84 

153 171 
813 788 

966 959 

$921 $875 

151 1,68 
812 784 

963 952 

— 50 
2 4 

1 

2 55 

$961 $897 
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$4 million of income .in 2002 and SS'million of losses in,2001 were recorded in operating revenues and 
$1 million of income in 2002 and $1 million of losses in 2001 were recorded in "other income — net" in 
the Statements ofConsolidated Income. 

Market Risk 

The companyis policy is to use defiyatiye. instruments to manage exposure to fluctuations in interest 
rates, foreign-currency exchange rates and. prices. The company also uses and trades, derivative 
instruments in its trading and marketing of energy and other commodities. Transactions involving these 
instruments are with major exchanges and other firms believed-to be credit-worthy. The use of these 
instruments exposes the company to market and credit risk which may at times be concentrated with 
certain counterparties, although counterparty nonperformance is not anticipated. 

Interest-Rate Risk Management * ^ 

The company periodically enters into interest-rate swap agreements to moderate exposure to interest-
rate changes and to lower the Overall cost of borrowing. 

SDG&E had an interest-rate swap agreement that matured in December 2002 and effectively fixed the 
interest rate on $45 million of variable-rate underlying debt at 5.42 percent. This floating-to-fixed-rate 
swap did not qualify for hedge accounting and, therefore, the gains and losses associated with the 
change in fair value were-recorded in the-Statements of Consolidated Income. The effect on income 
was a $1 million gain and a $1 million loss for the years ended December 31, 2002 and 2001, 
respectively. Although this financial instrument did not meet the hedge accounting criteria of 
SFAS 133, it was effective in achieving the risk management objectives for which it was intended. 

During-2002 the company also had two fixed-to-floating rate swaps. At December 31, 2002, it had a 
fixed-to-floating-rate swap agreement on $500 million of underlying debt which matures in 2004 and 
effectively causes the interest rate on the debt to vary at a rate of LIBOR plus 1:329%. SoCalGas had 
the- other agreement, which was a cancelable-call interest-rate swap, exchanging its fixed-rate 
obligation, of 6.875% on its $175 million first-mortgage bonds for a floating rate of LIBOR plus four 
basis points. On September 30, 2002, SoCalGas terminated the swap, receiving cash proceeds of 
$10 million, comprised of $4 million in accrued interest and a $6 million amortizable gain. The company 
believes both swaps have been fully effective in their purpose of converting the fixed rate stated in the 
debt to a floating rate and the swaps meet the criteria for accounting under the short-cut method 
defined in SFAS 133 for fair value hedges of debt instruments. Accordingly, market value adjustments 
oft $20 million and $22 million (as discussed above) were added to long-term, debt during the years 
ended December 31, 2002 and 2001, respectively, and no net gains or losses were recorded in income 
in respect to these swaps. 

Energy Derivatives 

The company utilizes derivative instruments to reduce its exposure to unfavorable changes in energy 
prices, which are subject to significant and often volatile fluctuation. Derivative instruments are 
comprised df futures, forwards, swaps, options and long-terni delivery contracts. These contracts allow 
the company to predict with greater certainty the effective prices to be received and, in the case of the 
California Utilities, the prices'to be charged to their customers. See Note 1 for'discussion of hoW'these 
derivatives are classified under SFAS 133. 

Energy Contracts 

The California Utilities record natural gas and electric energy contracts in "Cost of natural gas 
distributed" and "Electric fuel and net purchased power," respectively, in the Statements of 
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Consolidated Income. For open contracts not expected to result in physical delivery, changes in market 
value of the contracts are recorded in these accounts during the period the contracts are open, with an 
offsetting entry to a regulatory asset or liability. The company's trading operations include the net 
effects of its contracts in "other operating revenues." The majority of the California Utilities' contracts 
result in physical delivery, which is infrequent at the trading operations. 

Sempra Energy Trading and Sempra Energy Solutions 

SET derives a .substantial portion of its revenue, as a principal, from market making and trading 
activities in natural gas, electricity, petroleum products, metals and other commodities, for which it 
quotes bid and asked prices to other market makers and end users. It also earns trading profits as a 
dealer by structuring and executing transactions that permit its counterparties to manage their risk 
profiles. In addition, it takes positions in markets based on the expectation of future market conditions. 
These positions include options, forwards, futures and swaps. These instruments represent contracts 
with counterparties under which payments are linked to or derived from energy market indices or on 
terms predetermined by the contract, which may or may not be financially settled by SET. All of SET's 
derivatives were held for trading and marketing purposes. Sempra Energy guarantees many of SET's 
transactions, 

SES derives a portion of its revenue from delivering electric and natural gas supplies to its commercial 
and industrial customers". Such contracts are hedged to preserve margin and carry minimal market risk. 
Exchange-traded and over-the-counter instruments are used to hedge contracts. The derivative 
instruments used to hedge the transactions include swaps, forwards, futures, options or combinations 
thereof. 

Both SET and SES mark to market these derivative instruments on a daily basis, with gains and losses 
recognized in earnings. These instruments are included in the Consolidated Balance Sheets as trading 
assets or liabilities. Certain swaps and certain other instruments are entered into and closed out within 
the same period. SET and SES record net gains and losses on these derivative transactions in "other 
operating revenues" in the Statements ofConsolidated Income. 

The sections of Note 1 dealing with trading instruments, revenues and EITF Issue 02-3 provide 
information that pertains to this topic. 

At SET, market risk arises from the potential for changes in the value of physical and financial 
instruments resulting from fluctuations in prices and basis for natural gas, electricity, petroleum, 
petroleum products, metals and other commodities. Market risk is also affected b'y changes in volatility 
and liquidity in markets in which these instruments are traded. Market risk for SES from fluctuations in 
natural gas or electricity prices is reduced by SES' hedging strategy as described above. 

SET's credit risk from physical and financial instruments as of December 31, 2002 is represented by 
their positive fair value after consideration of collateral. Options written do not expose SET to credit 
risk. Exchange traded futures and options are not deemed to have significant credit exposure since the 
exchanges guarantee that every contract will be properly settled on a daily basis. For SES, credit risk 
is associated with its retail customers. 
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The following table summarizes the counterparty credit quality and exposure for SET and SES at 
December 31, 2002 and 2001, expressed in terms of net replacement value. These exposures are net 
of $240 million of collateral in the form of customer margin and/or letters of credit. 

(Dollars in millions) December 31, 2002 , 2001 

Counterparty credit quality* 
SET: 

Commodity Exchanges $ 49 $ 133 
AAA 69 53 
AA 194 105 
A ' 3 1 6 577 
BBB 559 476 
Below investment grade 504 335 

Total $1,691 $.1,679 

AA ' $ 8 $ 4 
A 11 18 
BBB 24 7 
Below investment grade and not.rated 86 190 

Total $ 129 $ 219 

* As determined by rating agencies or internal models intended to approximate rating-agency 
determinations. 

Trading assets and trading liabilities are primarily carried at fair value. Trading assets at December 31, 
2002 include commodity inventory, which is carried at fair value for inventory purchased on or before 
October 25, 2002. The majority of inventory purchased after October 25, 2002 (base metals) is carried 
at fair value and the remainder of the inventory purchased after October 25, 2002 is carried at average 
cost. On a limited basis, average cost includes the use of- fair value for the quantity on hand at 
October 24, 2002, since historical cost data is not available for that portion. Furthermore, on January 1, 
2003, all commodity inventory will be at lower of cost or market. SES has determined that the carrying 
amounts of its retail energy and wholesale energy contracts and instruments approximate fair value. 

Trading assets and liabilities, are recorded on a trade-date basis and adjusted daily to current value, 
and include amounts due from commodity clearing organizations, amounts due to/from trading 
counterparties, unrealized gains and losses from exchange-traded futures and and options, derivative 
OTC swaps, forwards and options. Unrealized gains and losses on OTC derivative transactions reflect 
amounts which would be received from or paid to.a third party upon liquidation of these contracts under 
current market conditions. Unrealized gains and losses on OTC transactions are reported separately 
as assets and liabilities unless a legal right of setoff exists. 

Based on quarterly measurements, the average fair values during 2002 for trading assets and liabilities 
approximate. $3.0 billion and $2.3 billion, respectively. For 2001, the amounts were $3.0 billion and 
$2.2 billion, respectively. 
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The carrying values of trading assets and trading liabilities approximate the following: 

December 31, (Dollars in millions) 2002 2001 

TRADING ASSETS 
SET: 

Unrealized gains on swaps and forwards 
OTG commodity options purchased 
Due from trading counterparties 

• Due from commodity clearing organizations and clearing brokers 
Commodities owned 

Total 
SES: 

Unrealized gains on swaps and forwards 

Total 

Less intercompany eliminations 

Total 

$1,226 $1,635 
480 425. 

1,279 320 
49 133 

1,968 165 

5,002 2,678' 

96 149 

96 149 
(34) (87) 

$5,064 $2,740 

TRADING LIABILITIES 
SET: 

Unrealized losses on swaps and forwards $ 816 $1,313 
OTC commodity options written 569 290 
.Due to trading counterparties 1,196 162 
Repurchase obligations 1,511 — 

Total 4,092 1,765 
SES: 

Unrealized losses on swaps and forwards 6 81 

Total 6 81 
Less intercompany eliminations (4) (53) 

Total $4,094 $1,793 

Futures and exchange-traded option transactions are recorded as contractual commitments on a trade-
date basis and are carried at fair value based on closing exchange quotations. Commodity swaps and 
forward transactions are accounted for as contractual commitments on a trade-date basis and are 
carried at fair value derived from dealer quotations and underlying commodity exchange quotations. 
OTC options purchased and written are recorded on a trade-date basis. OTC options are carried at fair 
value based on the use of valuation models that utilize, among other things, current interest, 
commodity and volatility rates, as applicable. 

Notional amounts do not necessarily represent the amounts exchanged by parties to the physical and 
financial instruments and do not measure SET's or SES' exposure to credit or market risks. The 
notional or contractual amounts are used to summarize the volume of instruments, but do not reflect 
the extent to which positions may offset one another. Accordingly, both companies are exposed to 
much smaller amounts. 
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The notional amounts-of SET's and SES' physical: and financial instruments-at December 31 were: 

(Dollars in .millions) 2002 2001 

SET: 
Forwards and commodity swaps $ 87,621 $34,567 
Options purchased 33,893 21,552 
Options written 32,163 18,265 
Futures and exchange options 27,838 4,712 

Total * 181,515 79,096 
SES: 
Forwards-and commodity swaps 1,742 10 
Options purchased — 3 
Options written . 1 3 
Futures and exchange options 12 9 

Total 1,755 25 
Less intercompany eliminations (1,380) (1,008) 

Total ' ' ' " $181,890 $78,113 
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• 

NOTE 11. PREFERRED STOCK OF SUBSIDIARIES 

December 31, (Dollarsiin millions, except call price) Call.Price 2002 ••2001 

Pacific Enterprises (not subject to mandatory redemption and 
without par value), authorized 15,000,000 shares: 

$4.75 Dividend, 200,000 shares outstanding 
$4.50 Dividend, 300,000 shares outstanding 
$4.40 Dividend, 100,000 shares outstanding 
$4.36 Dividend, 200,000 shares outstanding 
$4.75 Dividend, 253 shares outstanding 

Total 

SoCalGas (not subject to mandatory redemption): 
$25 par value, authorized 1,000,000 shares: 

6% Series, 28,041 shares outstanding 
6% Series A, 783,032 shares outstanding 

Without par value, authorized 10,000,000 shares 

Total 

SDG&E: 
Not,subject to mandatory redemption: 

$20 par value, authorized 1,375,000 shares: 
5% Series, 375,000 shares outstanding 
4.5% Series, 300,000 shares outstanding 
4.4% Series, 325,000 shares outstanding 
4.6% Series, 373,770 shares outstanding 

Without par value: 
$1.70 Series, 1,400,000 shares outstanding 
$1.82 Series, 640,000 shares outstanding 

Total not subject to mandatory redemption 

Subject to mandatory redemption: 
Without par value: $1.7625 Series, 1,000,000 shares 

outstanding 

Total 

$100.00 $ 20 $.20 
$100.00 30 ':30 
$101.50 10 10 
$101.00 20 20 
$101.00 — — 

80 80 

1 1 
19 19 

20 20 

$ 24.00 8 8 
$ 21.20 6 6 
$ 21.00 7 7 
$ 20.25 7 7 

$ 25.85 35 35 
$ 26.00 16 16 

79 79 

$ 25.00 25 25 

$204 $204 

PE preferred stock is callable at the applicable redemption price for each series, plus any unpaid 
dividends. All series have one vote per share and cumulative preferences as to dividends, and have a 
liquidation value of $100 per share plus any unpaid dividends. 

None of SoCalGas' preferred stock is callable. All series have one vote per share and cumulative 
preferences, as to dividends, and have a liquidation value of $25 per share, plus any unpaid dividends. 
In addition, the 6% Series preferred stock would also share pro rata with common stock in the 
remaining assets. 

All series of SDG&E's preferred stock have cumulative preferences as to dividends. The $20 par value 
preferred stock has two votes per share on matters being voted upon by shareholders of SDG&E and a 
liquidation value at par, whereas the no-par-value preferred stock is nonvoting and has a liquidation 
value of $25 per share, plus any unpaid dividends. SDG&E is authorized to issue 10,000,000 shares'of 
no-par-value preferred stock (both subject to and not subject to mandatory redemption). All series are 
callable at December 31, 2002, except for the $1.7625 and $1.70 Series (callable in January and1 

October 2003, respectively). The $1.7625 Series has a sinking fund requirement to redeem 50,000 
shares per year from 2003 to 2007; the remaining 750,000 shares must be redeemed in 2008. 

SEMPRA ENERGY 81. 



Mandatorily Redeemable Trust Preferred Securities 

On February 23, 2000, a. wholly owned subsidiary trust of the company issued 8,000,000 shares of 
preferred stock in the form of 8.90-percent Cumulative Quarterly Income Preferred Securities, Series A 
(QUIPS). The QUIPS have cumulative preferences as to distributions, are nonvoting and have a par 
and liquidation value of $25 per share. Cash dividends are paid quarterly and the QUIPS mature on 
February 23, 2030, subject to extension to a date not later than February 23, 2049, and shortening to a 
date not earlier than February 23, 2015. The QUIPS are subject to mandatory redemption and the 
company has guaranteed payments to the extent that the trust does not have funds available'to make 
distributions. The trust^has no assets except its corresponding receivable from Sempra Energy. The 
QUIPS are-callable on or after February 23, 2005 and there are no sinking fund provisions. The QUIPS 
are reflected as "Mandatorily redeemable trust preferred securities" on the company's Consolidated 
Balance Sheets and cash dividend payments are shown..as "Trust preferred distributions by subsidiary" 
on the company's Statements of Consolidated Income. Proceeds of this issuance, together with $500 
million of long-term 7.95 percent notes due 2010 (see Note 5), were used to finance substantially all of 
the tender offer referred to in Note 12. 

NOTE 12: SHAREHOLDERS' EQUITY AND EARNINGS PER SHARE 

The only difference between basic and diluted earnings per share is the effect of common stock 
options. For 2002, 2001 and 2000, the effect of dilutive options was equivalent to an additional 
1!,059,000, 1,745,000, and 190,000 shares, respectively. This is based on using the treasury stock 
method, whereby the proceeds from the exercise price are assumed to be used to repurchase shares 
on the open market at the average market price for the year. The calculation excludes options covering 
6:0 million shares, 2.1 million shares and 6.6 million shares for 2002, 2001 and 2000, respectively, for 
which the exercise price was greater than the average market price for common stock during the 
respective year. 

The company is authorized to issue 750,000,000 shares of no-par-value common stock and 
50,000,000 shares of preferred stock. Excluding shares held by the ESOP, common stock activity 
consisted of the following: 

2002 2001 2000 

Common shares outstanding, January 1 
Stock options exercised 
Long-term incentive plan 
Common stock investment plan* 
Shares released from ESOP 
Shares repurchased 
Shares forfeited and other 

Common shares outstanding, December 31 

204,475,362 201,927,524 237,408,051 
395,788 1,009,948 
544,100 
212,411 
130,486 

(674,400) 
(172,175) 

777,500 
761,154 
134,645 
(60,000) 
(75,409) 

729,188 

125,848' 
(36,304,740) 

(30,823) 

204,911,572 204,475,362 201,927,524 
ln,2002 and 2001 participants in the Direct Stock Purchase Plan reinvested dividends and 
purchased newly issued shares. In 2000 open-market shares were used. 
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The payment of future dividends and the amount thereof are within the discretion of the company's 
board of directors. The CPUC's regulation of the California Utilities' capital structure limits the amounts 
that are available for loans and dividends to the company from the California Utilities. At December 31, 
2002, SDG&E and SoCalGas. each could have provided $250 million to Sempra Energy, (combined 
loans and dividends). At December 31, 2002, SDG&E and SoCalGas had loans to Sempra Energy of 
$250 million and $86 million, respectively. 

Tender Offer 

On February 25, 2000, the company completed a self-tender offer, purchasing 36.1 million shares of its 
outstanding common stock at $20 per share. In March 2000, the company's board of directors 
authorized the optional expenditure of up to $100 million to repurchase additional shares of common 
stock from time to time in the open market or in privately negotiated transactions. The company 
acquired 674,400 shares, 60,000 shares and 162,400 shares under this authorization in 2002, 2001 
and 2000, respectively. 

Equity Units 

During the second quarter of 2002, the company issued $600 million of "Equity Units." Each unit 
consists of $25 principal amount of the company's 5.60% senior notes due May 17, 2007 and a 
contract to purchase for $25 on May 17, 2005, between .8190 and .9992 of a share of the company's 
common stock (with the precise number to be determined by the then-prevailing market prices). The 
number of shares would range from 20 million to 24 million. The net proceeds of the offering were used 
primarily to repay a portion of the company's short-term debt, including debt used to finance the capital 
expenditure program for Global. The Equity Units are recorded as long-term debt in the Consolidated 
Balance Sheets. $61 million was charged to the common stock account in connection with the 
transaction. 

NOTE 13. ELECTRIC INDUSTRY REGULATION 

Background 

Supply/demand imbalances and a number of other factors resulted in abnormally high electric-
commodity prices beginning in mid-2000 and continuing into 2001. This caused SDG&E's customer 
bills to be substantially higher than normal. These higher prices were initially passed through to 
customers and resulted in bills that in most cases were double or triple those from 1999 and early 
2000. This resulted in several legislative and regulatory responses, including AB 265, enacted in 
September 2000 and in effect through December 31, 2002. AB 265 imposed a ceiling of 6.5 cents/kWh 
on the cost of the electric commodity that SDG&E could pass on to its small-usage customers on a 
current basis, effective retroactive to June 1, 2000. 

SDG&E accumulated the amount that it paid for electricity in excess of the ceiling rate in an interest-
bearing balancing account (the AB 265 undercollection). It increased to approximately $750 million in 
the first quarter of 2001 and decreased to $392 million at December 31, 2001 and $215 million at 
December 31, 2002 (included in current "regulatory balancing accounts—net"). 

In June 2001, representatives of California Governor Davis, the DWR, Sempra Energy and SDG&E 
entered into a Memorandum of Understanding (MOU) contemplating the implementation of a series of 
transactions and regulatory settlements and actions to resolve many of the issues affecting SDG&E 
and its customers arising out of the California energy crisis. During 2001, implementation of some of 
the MOU's provisions (with the rest no longer likely to be implemented) resulted in a partial reduction of 
the AB 265 undercollection (see above). In addition, the DWR's procurement of SDG&E's full net short 
position during 2001 and 2002 (see below) resulted in the cessation of growth in the AB 265 
undercollection. 

SEMPRA ENERGY 83. 



The Department of Water Resources and Power Procurement 

In February 2001, through the passage of Assembly Bill 1, Chapter 4, Statutes of the 2001 First 
Extraordinary Session (AB X1), the DWR began to purchase power from generators and marketers 
and entered into long-term contracts for the purchase of a portion of the state's power requirements 
that is served by the lOUs. SDG&E and the DWR had an agreement under which the DWR purchased 
the net short supply for bundled SDG&E customers through December 31, 2002. 

Since early 2001, the DWR has procured power for each of the California lOUs and the CPUC has 
established the allocation of the power and the related cost responsibility among the lOUs for that 
power. SDG&E's allocation results in its overall rates being comparable to those of the other two 
California electric lOUs, Southern California Edison (Edison) and Pacific Gas and Electric (PG&E). On 
December 17, 2002, the CPUC issued a decision allocating the cost of the DWR's revenue 
requirement for its 2003 power purchases. The decision pools the total fixed costs of the DWR's 
contracts and allocates these costs among the lOUs on the basis of the quantity of the energy supplied 
to each IOU from the contracts. Variable costs related to the energy supplied under each contract go to 
the IOU assigned each contract. This decision allocates $643 million to SDG&E and will be handled 
within existing utility rates. That amount is currently under additional review as the DWR revenue 
requirement was reduced when the lOUs began power procurement on January 1, 2003 (see 
discussion below). 

The CPUC's objective was for the lOUs to take the procurement function back from the DWR by the 
beginning of 2003. On September 19, 2002, the CPUC issued a decision on how the power from the 
long-term contracts signed by the DWR should be allocated to the customers of each of the lOUs for 
purposes of determining the amount of additional power each utility is required to procure in 2003 and 
thereafter to fulfill its resource needs. The reasonableness of the lOUs' administration and dispatch of 
the allocated contracts will be reviewed by the CPUC in an annual proceeding. AB 57, signed by 
California Governor Davis on September 24, 2002, requires the CPUC to make this determination, and 
to establish procedures that will allow the lOUs to recover their electric procurement costs in a timely 
fashion without the need for retrospective reasonableness reviews. SDG&E believes that the return to 
the procurement function in accordance with AB 57 will have no adverse impact on its financial position 
or results of operations. 

On August 22, 2002, the CPUC issued a decision that authorized the California lOUs to begin interim 
procurement of power to cover their net short energy requirements starting on January 1, 2003. The 
net short is the difference between the amount of electricity needed to cover a utility's customer 
demand and the power provided by owned generation and existing contracts, including the long-term 
power contracts allocated to the customers of each IOU by the DWR (see above). The lOUs are 
authorized to enter into contracts of up to five years for power from traditional sources, and up to 
15 years for power from renewable sources. SDG&E is required to purchase approximately 10 percent 
of. its customer requirements in 2003, based on the allocation of the DWR power approved by the 
CPUC on December 17, 2002. 

On October 24, 2002, the CPUC issued a decision in the Electric Procurement proceeding that 
officially directs the resumption of the electric commodity procurement function by lOUs by January 1, 
2003, and begins the implementation of recent legislation regarding procurement and renewables 
portfolio standards addressed in AB 57 and Senate Bill 1078. The decision established a process for 
review and approval of the utilities' updated 2003 and long-term (20-year) procurement plans. The 
CPUC approved SDG&E's 2003 procurement plan in December 2002 and approval of the long-term 
plan is expected during 2003. The CPUC has authorized the utilities to use derivatives to manage 
procurement risk and to acquire a variety of resource types including utility ownership, conventional 
generation, distributed generation, self generation, demand side resources, transmission and 
renewables. A semiannual cost review and rate revision mechanism is established, and a trigger is 
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established for more frequent changes if undercollected commodity costs exceed five percent of 
annual, non-DWR generation revenues, to provide for timely recovery of any undercollections. 

The Electric Procurement decision described above also directed each IOU to procure from renewable 
sources at least one percent of its 2003 total energy sales and an additional one percent'of energy 
sales each year thereafter, until a 20-percent renewable resources portfolio is achieved by the year 
2017, SDG&E has contracted to procure approximately four percent of its 2003 total energy sales from 
renewable sources and, pursuant to a December 20.02 CPUC resolution, may "bank" or credit toward 
future years' compliance any excess over its one-percent requirement. . 

The GPUC has placed a moratorium on the lOUs' purchasing electricity from their affiliates for the 
earlier of'two years or until the CPUC completes a rulemaking on this matter. SDG&E believ.es that this 
moratorium will have no adverse impact on its financial position or results of operation's. During 2002, 
SDG&E's purchases of electricity from its affiliate Sempra Energy Trading were less than one percent 
of total'electricity purchases. 

DWR Operating and Servicing Agreements 

On December 19, 2002, the CPUC issued an Operating Order setting the terms by which the lOUs will 
administer the DWR contracts allocated to the customers of each of the utilities (see above). The DWR 
continues to bear the credit risk on the contracts and the lOUs have assumed the administrative 
burden of the contracts. The order requires the lOUs to take financial responsibility for acquiring 
natural gas supplies for the generation facilities that are subject to the DWR contracts. 

SDG&E currently has pending an operating and servicing agreement signed by .the DWR and-SDG&E 
which, if approved by the CPUC, will supercede the CPUC's operating order referred to above". The 
pending agreement will clearly delineate that the natural gas procurement and associated risk will 
continue to reside with the DWR. 

Effect on Customer Rates 

On December 19, 2002, the CPUC issued a decision denying SDG&E's application for a rate 
surcharge to expedite recovery of the AB 265 undercollection. However, even at current rates and 
allocation of the resulting revenues between the DWR and SDG&E; the balance is expected to be 
completely recovered before the end of 2005. Also at issue is the ownership of.certain power sale 
profits1 stemming from intermediate term purchase power contracts entered into by SDG&E during the 
early stages of California's electric utility industry restructuring. The company believes that all profits 
associated with these contracts properly are for the benefit of SDG&E shareholders rather than 
customers, whereas the CPUC asserted that all the profits should accrue to the benefit of customers. 
Accordingly, SDG&E challenged the CPUC's disallowance of profits from the contracts in both the 
California Court of Appeals and in Federal District-Court. 

These court proceedings have been held in abeyance pending the CPUC's consideration of various 
other proposed settlements. On December 19, 2002, the CPUC rendered a 3-to-2 decision approving 
the June 2002 proposed settlement, previously described in the company's Quarterly Report on Form 
10-Q for the quarter ended September 30, 2002, that divides the profits from these contracts, $199 
million for SDG&E customers and $173 million for SDG&E shareholders. Of the $199 million in'profits 
allocated to customers, $1.75 million had already been credited to ratepayers in 2001. The remaining 
$24 million was applied as a balancing account transfer that reduced the AB 265 balancing accountlin 
December 2002. The profits allocated to customers reduce SDG&E's AB 265 undercollection, but do 
not adversely affect SDG&E's financial position, liquidity or results of operations. The term of a 
commissioner who voted to approve the settlement has expired, and a new commissioner has been 
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appointed. On January 29, 2003, the CPUC's Office of Ratepayer Advocates (ORA), the City of San 
Diego and the Utility Consumers' Action Network, a consumer-advocacy group, filed requests, for a 
GPUC rehearing of the decision. On February 13, 2003, the company filed its opposition to rehearing 
of. the decision. Parties requesting a rehearing and parties to any rehearing may also appeal the 
CPUC's final decision to the California.appellate courts. 

Direct Access 

On March 21, 2002, the CPUC affirmed its decision prohibiting new .direct access (DA) contracts .after 
September 20, 2001, but rejected a proposal to make the prohibition retroactive to July 1, 2001. 
Contracts in place as of September 20, 2001 may be renewed or assigned to new parties. On 
November 7, 2002, the CPUC issued a decision adopting DA exit fees with an interim cap of 2.7 cents 
per kWh, effective January 1, 2003. This decision will have no effect on SDG&E's cash flows or results 
of operations, because any shortfall due to the cap on the exit fees will be funded by bundled 
customers in current rates. The CPUC is conducting further proceedings to determine whether, or to 
what extent, the interim cap should be revised after July 1, 2003. The CPUC's decisions concerning 
direct access affect SES' ability to enter into contracts to sell electricity in California. 

SONGS 

Operating costs of SONGS Units 2 and 3, including nuclear fuel and related financing costs, and 
incremental capital expenditures are recovered'through the ICIP mechanism which allows SDG&E to 
receive approximately 4:4 cents per kilowatt-hour for SONGS generation. Any differences between 
these costs and the incentive price affect net income. For the year ended December 31, 2002, ICIP 
contributed $50-million to SDG&E's net income. The CPUC has rejected an administrative law judge's 
proposed decision to end ICIP prior to its Decembers 1, 2003 scheduled expiration date. However, the 
CPUC has also denied the previously approved market-based pricing for SONGS beginning in 2004. 
and instead provided for traditional rate-making treatment, under which the SONGS ratebase would 
begin at zero, essentially eliminating earnings from SONGS until ratebase grows. The company has 
applied for rehearing of this decision. 

FERC Actions 

The FERC is investigating prices charged to buyers in the California PX and ISO markets by various 
electric suppliers. It is seeking to determine the extent to which individual sellers have yet to be paid for 
power supplied during the period, of October 2, 2000 through June 20, 2001 and to estimate the 
amounts by which individual buyers and .sellers paid and were paid in excess of competitive market 
prices. Based on these estimates, the FERC could find that individual net buyers, such as SDG&E,.are 
entitled to refunds and individual net sellers, such as SET, are obliged to provide refunds. To the extent 
any such refunds are actually-realized by SDG&E, they would reduce SDG&E's rate-ceiling balancing 
account. To the extent that SET is required to provide refunds, they could result in payments by SET 
after adjusting for any amounts still owed to SET for power supplied during the relevant period. Such 
payments, if any, are not expected to be material to the company's financial position, results df 
operations or liquidity. In December 2002, a FERC administrative law judge's (ALJ) preliminary findings 
indicate that California owes power suppliers $1.2 billion (thei$3 >billion that California still owes energy 
companies less $.1.8 billion the ALJ finds the energy companies overcharged California). California is 
seeking $8.9 billion in refunds and'indicated it would appeal if the ALJ's findings are adopted. A FERC 
decision is not expected before the second half of 2003. More recently, FERC has launched, an 
investigation into whether there was manipulation of short-term energy prices in the> West that resulted 
in;unjust and unreasonable long-term power sales contracts. i 
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In addition, in February 2002 the-CPUC and the California Electricity Oversight Board petitioned the 
,FERC to determine that the long-term power contracts the DWR signed with energy companies during 
the height of the energy crisis do not provide just and reasonable rates, and to abrogate or reform the 
contracts. In April 2002, the FERC ordered hearings on the complaints. The order requires the 
complainants to satisfy a "heavy" burden of proof to support a revision of the contracts, and'cited the 
FERC's long-standing policy to recognize the sanctity of contracts, from which it has deviated only in 
"extreme circumstances." In December 2002, a FERC administrative law judge held formal hearings 
and in January 2003 issued a partial, initial decision recommending that the validity of SER's contract 
be determined under a "public interest" standard that requires the complainants to satisfy a significantly 
higher standard of review to invalidate the SER contract than would a just and reasonable standard.-
Final briefs were submitted to the full FERC commission later in January with 'respect to the public 
interest standard of review and the FERC has indicated that it expects to issue a final decision, by 
March 2003, 

Effect On Other Subsidiaries 

At December 31, 2002, SET was due approximately $100 million from the ISO for which the company 
believes.adequate reserves have been recorded. The collection of these receivables may depend on 
satisfactory resolution of the financial difficulties being experienced by the other lOUs as a result of the 
California^lectric industry situation described above. 

NOTE 14. OTHER REGULATORY MATTERS 

Gas,Industry Restructuring 

In January 1998, the CPUC released a staff report initiating a project to assess the current market and 
regulatory framework for California's natural gas industry. In July 1999, after hearings, the GPUC 
issued a decision stating which natural gas regulatory changes it found most promising, encouraging 
parties to submit settlements addressing those changes, and providing for further hearings if 
necessary. 

On' December 11, 2001, the CPUC issued a decision adopting much of a settlement that had been 
submitted in' 2000 by the California Utilities and approximately 30 other parties representing all 
segments of the natural gas industry in Southern California, but opposed by some parties. The CPUC 
decision adopts the following provisions: a system for shippers to hold firm, tradable rights to capacity 
on SoCalGas' major natural gas transmission lines, with SoCalGas: shareholders at risk for whether 
market demand for these rights will cover the cost of these facilities; a further unbundling of SoCalGas! 
storage.services, giving SoCalGas greater upward pricing flexibility (except for storage service for core 
customers) but with increased shareholder risk for whether market demand will cover storage costs; 
new balancing services, including separate core and noncore balancing provisions; a reallocation 
among customer classes of the cost of interstate pipeline capacity held by SoCalGas and an 
unbundling of interstate capacity for natural gas marketers serving core customers; and the elimination 
of noncore customers' option to obtain natural gas procurement service from the California Utilities. 
The CPUC modified the settlement to provide increased protection against the exercise of market 
power by persons who would acquire rights on the SoCalGas natural gas transmission system. The 
CPUC also rejected certain aspects of the settlement that would have provided more options for 
natural gas marketers serving core customers. 

During 2002 the California Utilities filed a proposed implementation schedule and revised tariffs^and, 
rules required for implementation. However, protests of these compliance filings were filed, and .the 
CPUC has not yet authorized implementation of most of the provisions of its decision. On December 
30, 2002, the CPUC deferred acting on a plan to implement its decision. 
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The California Utilities believe that the implementation of the decision would make natural gas service 
more reliable,, more efficient and better tailored to meet the needs of customers. The decision is not 
expected to adversely affect the California Utilities' earnings. 

•i • 

Cost of Service (COS) and Performance-Based Regulation (PBR) 

To promote efficient operations and improved productivity and to move away from reasonableness 
reviews and disallowances, the CPUC adopted PBR for- SDG&E effective in 1994 and for SoCalGas 
effective in 1997. PBR has resulted in modification to the general rate case and certain other regulatory 
proceedings for the California Utilities. Under PBR, regulators require future income potential to be tied 
to achieving or exceeding specific performance and productivity goals, rather than relying solely on 
expanding utility plant to increase earnings. The three areas that are eligible for PBR rewards are 
operational incentives based on measurements of safety, reliability and customer satisfaction; demand-
side management (DSM) rewards based on the effectiveness of the programs; and natural gas 
procurement rewards. These incentive rewards are not included in the company's earnings before they 
are approved by the CPUC. 

The COS and PBR cases for the California Utilities were filed on December 20, 2002. The filings 
outline projected expenses (excluding the commodity cost of electricity or natural gas consumed by 
customers or expenses for programs such as low-income assistance) and revenue requirements for 
2004 and a formula for 2005 through 2008. SoCalGas' cost of service study proposes an increase in 
natural gas base rate revenues of $130 million. SDG&E's cost of service study proposes increases in 
electric and natural gas base rate revenues of $58.9 million and $21.6 million, respectively. The filings 
also requested a continuance and expansion of PBR in terms of earnings sharing and performance 
service standards that include both reward and penalty provisions, related to customer satisfaction, 
employee.safety and system reliability. The resulting new base rates are expected to be effective on 
January'1,.2004. A CPUC decision is expected in late .2003. The California Utilities' PBR mechanisms 
are in effect through December 31, 2003, at which time the mechanisms will be updated. That update 
will include, among other things, a reexamination of the California Utilities' reasonable costs of 
operation to be allowed in rates. 

Ah October 10, 2001 'decision denied the California Utilities' request to continue equal sharing between 
ratepayers and shareholders of the estimated savings for the PE/Enova merger as more fully 
discussed in Note 1 and, instead, ordered that all of the estimated 2003 merger savings go to 
ratepayers. This decision will adversely affect the California Utilities' 2003 net income by $35 million. 

it -

In August 2002, the CPUC issued'a resolution approving SDG&E's 2000 PBR report. The resolution 
approved''SDG&E's request for a total net reward of $11.7 million (pretax), as well as SDG&E's actual' 
2000 rate of 'return (applicable only to electric distribution and' natural gas transportation) of 8.74 
percent, which is below the authorized 8.75 percent.-This results in no-sharing of earnings in 2000 
under the PBR sharing mechanism. The financial results herein include the reward during the third 
quarter of 2002. . -

During 2002, SDG&E filed its- 200.1 PBR report with the CPUC. Based on the results against the 
performance indicator benchmarks, SDG&E requested a total net reward of $12.2 million. 

On'January 16, 2003, the CPUC issued a resolution approving SoCalGas' report on its PBR results for 
2000: The resolution approved SoCalGas' calculation of the amount that should be retained by 
shareholders. The resolution also approved SoCalGas' request for an $80,000 reward for employee 
safety iresult's: . SoCalGas is^not ejigible for any other rewards and was not found by the resolution to 
owe any penalties. 
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During 2002, SoCalGas filed its 2001 PBR report with the CPUC. Based on the results against the 
performance indicator benchmarks, SoCalGas requested a total net reward of $0.5 million. 

These proceedings do not encompass electric transmission issues. By the end of February 2003, 
SDG&E will file an electric transmission rate request with the FERC, updating its ratebase and its 
revenue requirement for operating and maintenance costs. 

Natural Gas Procurement PBR 

SDG&E has a Natural Gas Procurement PBR mechanism that allows SDG&E to receive a share of the 
savings it achieves by buying natural gas for customers below a monthly benchmark. SDG&E's 
request for a reward of $6.7 million for the PBR natural gas procurement period ended July 31, 2001 
(Year 8) was approved by the CPUC on January 30, 2003. As part of the reward calculation is based 
on California-Arizona natural gas border price indices, the decision reserved the right to revise the 
reward in the future, depending on the outcome of the CPUC's border price investigation (see below) 
and the FERC's investigation into alleged energy price manipulation (see Note 13 above). In October 
2002, SDG&E filed its Year 9 report for the PBR natural gas procurement period ended July 31, 2002, 
reporting a $1.4 million disallowance, which was recorded during the three-month period ended 
September 30, 2002. SDG&E also filed an application on October 31, 2002, seeking to modify and 
extend the Natural Gas PBR mechanism beyond Year 10, which ends July 31, 2003. 

Gas Cost Incentive Mechanism (GCIM) 

SoCalGas' GCIM allows SoCalGas to receive a share of the savings it achieves by buying natural gas 
for customers below monthly benchmarks. The mechanism permits full recovery of all costs within a 
tolerance band above the benchmark price and refunds all savings within a tolerance band below-the 
benchmark price. The costs or savings outside the tolerance band are shared between customers and 
shareholders. The CPUC approved the use of natural gas futures for managing risk associated with the 
GCIM. SoCalGas enters into natural gas futures contracts in the open market to mitigate risk and 
better manage natural gas costs. 

On December 17, 2002, the CPUC issued its final decision in the GCIM Year 6 Phase 2 proceeding, 
approving, with modifications, a settlement agreement among SoCalGas, the CPUC's ORA and The 
Utility Reform Network, a consumer-advocacy group, and extending the GCIM mechanism to Year 7 
and beyond. 

SoCalGas has requested that the CPUC approve rewards of $30.8 million and $17.4 million for GCiM 
Years 7 and 8, respectively. CPUC approval of these rewards is expected in. 2003, subject to possible 
future adjustment as a result of its investigation into the run-up in California border natural gas prices 
during the winter of 2000-2001 (discussed below). In the past shareholder rewards associated'with the 
GCIM had been recorded to SoCalGas' Purchased Gas Balancing Account after the close of the GCIM 
period covering the utility's natural gas supply operations for the twelve months ended March 31. In 
June 2002, the CPUC issued a decision allowing SoCalGas to recover its GCIM earnings through its 
monthly core procurement filing beginning January 1, 2003. These awards are'not included in 
SoCalGas' earnings until approved by the CPUC. 

Demand Side Management and Energy Efficiency Awards 

Since the 1990s, the lOUs have been eligible to earn awards for implementing and/or administering 
energy-conservation programs. The California Utilities have offered these programs to customers and 
have consistently achieved significant earnings therefrom. Beginning in 2002, earnings for non-low-
income energy-efficiency programs were eliminated; however, awards related to DSM and low-income 
energy-efficiency programs may still be requested. 

SEMPRA ENERGY 89. 



SoCalGas has outstanding before the CPUC applications to recover shareholder rewards earned for 
performance under the DSM programs for 1995 through 2001. Reward requests in these applications 
total $9.1 million. 

SDG&E has outstanding before the CPUC applications to recover shareholder rewards earned for 
performance under the DSM programs for 1995 through 2001. Reward requests in these applications 
total $35.5 million. 

A CPUC Administrative Law Judge has scheduled a pre-hearing conference to review the lOUs" DSM 
programs. The review may include reanalyzing the uncollected portion of past rewards earned by lOUs 
(which have not been included in the California Utilities' income), and potentially recompute the amount 
of the DSM rewards. The California Utilities have opposed such a recalculation. The issue is still 
pending before the CPUC. 

Pending Incentive Awards 

At December 31, 2002, the following performance incentives were pending CPUC approval and, 
therefore, were not included in the company's earnings (dollars in millions): 

Program SoCalGas SDG&E Total 

PBR $ 0.5 $12.2 $ 12.7 
Natural gas procurement 48.2 6.7 54.9 
DSM. 9.1 35.5 44.6 

Total . $57.8 $54.4 . $112.2 

Cost of Capital 

Effective January 1, 2003, SoCalGas' authorized rate of return on common equity (ROE) is 10.82 
percent and its return on ratebase (ROR) is 8.68 percent. These rates will continue to be effective until 
the next periodic review by the CPUC unless market interest-rate changes are large enough to trigger 
an automatic adjustment prior thereto, which last occurred in October 2002 and adjusted rates 
downward from the previous 11.6 percent (ROE) and 9.49 percent (ROR) to the current levels. This 
change results in an annual revenue requirement decrease of $10.5 million. 

Effective January 1, 2003, SDG&E's authorized rate of return on equity is 10.9 percent (increased from 
10:6 percent) for SDG&E's electric distribution and natural gas businesses. This change results in an 
annual revenue requirement increase of $2.4 million ($1.9 million electric and $0.5 million'natural gas) 
and increases SDG&E's overall rate of return from 8.75 percent to 8.77 percent. These rates remain in 
effect through 2003. The electric-transmission cost of capital is determined under a separate FERC 
proceeding. 

Border Price Investigation 

On November 21, 2002, the CPUC instituted an investigation into the Southern California natural gas 
market and the price of natural gas delivered to the California-Arizona (CA-AZ) border during the 
period of March 2000 through May 2001. The CPUC intends to examine the possible reasons for and 
issues potentially related to the elevated border prices that affected California consumers during this 
period. 

The California Utilities are included among the respondents to the investigation. If the investigation 
determines that the conduct of any respondent contributed to the natural gas price spikes at the CA-AZ 
border during this period, the CPUC may modify the respondent's applicable natural gas procurement 
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incentive mechanism, reduce the amount of any shareholder award for the period involved,* or order 
the respondent to issue a refund to ratepayers to offset the higher rates paid. The California Utilities 
are fully cooperating with the CPUC in the investigation and believe that the CPUC will ultimately 
determine that they were not responsible for the high border prices during this period. . 

Biennial Cost Allocation Proceeding (BCAP) 

The BCAP determines the allocation of authorized costs between customer classes and the rates and 
rate design applicable to such classes for natural gas transportation service. The BCAP adjusts 
SoCalGas' rates to reflect variances in customer demand as compared to the adopted forecasts 
previously used in establishing customer natural gas transportation rates. The mechanism in effect 
through the end of 2002 largely eliminated the effect on SoCalGas' income of variances in^customer 
demand and natural gas transportation costs. SDG&E filed its 2003 BCAP on October 5, 2001 and 
SoCalGas filed its 2003 BCAP on September 21, 2001. In February 2003, a CPUC Administrative Law 
Judge granted a motion to defer the BCAP. As a result of that ruling, the California Utilities must submit 
an amended application by September 2003, with new rates scheduled to be implemented by 
September 2004. On December 5, 2002, the CPUC issued a decision approving 100 percent balancing 
account protection for all core and noncore transportation'costs, effective in 2003. 

Nuclear Decommissioning Trusts 

On June 17, 2002, SDG&E amended its March 21, 2002 joint application with Edison, requesting the 
CPUC to set contribution levels for the SONGS nuclear decommissioning trust funds. SDG&E 
requested a rate increase to cover its share of projected increased decommissioning costs for SONGS. 
If approved, the current annual contribution to .SDG&E's trust funds, which is recovered in rates, would 
increase to $11.5 million annually from $4.9 million. Prior to August 1999, SDG&E's annual contribution 
had been $22 million. 

Utility Integration 

On September 20, 2001, the CPUC approved .Sempra Energy's request to integrate the management 
teams of the California Utilities. The decision retains the separate identities of each utility and is not a 
merger. Instead, utility integration is a reorganization that consolidates senior management functions of 
the two utilities and returns to the utilities the majority of shared support sen/ices previously provided 
by Sempra Energy's centralized corporate center. Once implementation'is completed, the, integration's 
expected to result in more effective operations. 

In a related development, an August 2002 CPUC interim decision denied a request by the California 
Utilities to combine their natural gas procurement activities at this time, pending completion of the 
CPUC's Border Price Investigation referred to above. 

CPUC Investigation of Energy-Utility Holding Companies 

The CPUC has initiated an investigation into the relationship between California's lOUs and their 
parent holding companies. Among the matters to be considered in the investigation are utility dividend 
policies and practices and obligations of the holding companies to provide financial support for utility 
operations under the agreements with the CPUC permitting the formation of the holding companies, 
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Oh January 11, 2002, the CPUC issued a decision to clarify under what circumstances, if any, a 
holding company would be required to provide financial support to its utility subsidiaries. The CPUC 
broadly'determined that it would require the holding company to provide cash to a utility subsidiary to 
cover its operating expenses and working capital to the extent they are not adequately funded through 
retail rates. This would be in addition to the requirement of holding companies to cover their utility 
subsidiaries' capital requirements, as the lOUs have previously acknowledged in connection with the 
holding companies' formations. On January 14, 2002, the CPUC ruled on jurisdictional issues, deciding 
that the CPUC had jurisdiction to create the holding company system and, therefore, retains jurisdiction 
to enforce conditions to which the holding companies had agreed. The company's request for 
rehearing on the issues was denied by the CPUC and the company subsequently filed appeals in the 
California Court of Appeal, which are still pending. 

Valley-Rainbow Interconnect 

On December 19, 2002, the CPUC.issued a decision finding that the Val ley-Rain bow Interconnect, a 
proposed 500-kv transmission line connecting SDG&E's and Edison's transmission systems, is not 
needed to meet SDG&E's projected resource needs within a planning horizon that the CPUC deemed 
appropriate (five years). If it chooses to, SDG&E can refile at a later date. In January 2003, SDG&E 
and the ISO filed applications for rehearing of the decision. If this project is abandoned SDG&E plans 
to seek recovery of its costs ($20 million through December 31, 2002) in a FERC filing to be made in 
February 2003. 

NOTE 15. COMMITMENTS AND CONTINGENCIES 

Natural Gas Contracts 

The California Utilities buy natural gas under short-term and long-term contracts. Short-term purchases 
are from various Southwest U.S. and Canadian suppliers and are primarily based on monthly spot-
market prices. The California Utilities transport' natural gas under long-term firm pipeline capacity 
agreements that provide for annual reservation charges, which are recovered in rates. SoCalGas has 
commitments for firm pipeline capacity under contracts with pipeline companies that expire at various 
dates through 2006. 

SDG&E has long-term natural gas transportation contracts with various interstate pipelines that expire 
on various dates between 2003 and 2023. SDG&E has a long-term purchase agreement with a 
Canadian supplier that expires in August 2003, and in which the delivered cost of natural gas is tied to 
the California border spot-market price. SDG&E purchases natural gas on a spot basis to fill its 
additional long-term pipeline capacity. SDG&E intends to continue using the long-term pipeline 
capacity in' other ways as well, including the transport of other natural gas for its own use and the 
release of a portion of this capacity to third parties. 
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At December 31, 2002, the future minimum payments under natural gas contracts were: 

(Dollars in millions) 
Storage and 

Transportation 
Natural 

Gas Total, 

2003 $210 $687 $ 897 
2004 214 3 217 
2005 204 3 207 
2006 117 2 1.19 
2007 14 2 16 
Thereafter 157 '— 157 

Total minimum payments $916 $697 $1,613 

Total payments under natural gas contracts were $1.4 billion in 2002, $2.6 billion in 2001, and $1.6 
billion in 2000. 

Purchased-Power Contracts 

On January 17, 2001, the California Assembly passed AB X1 to allow the DWR to purchase power 
under long-term contracts for the benefit of California consumers. In accordance with AB X1, SDG&E 
entered into an agreement with the DWR under which the DWR purchases SDG&E's full net short 
position {the power needed by SDG&E's customers, other than that provided by SDG&E's nuclear 
generating facilities or its previously existing purchased power contracts) through December 31, 2002. 
Starting on January 1, 2003, SDG&E and the other lOUs resumed their electric commodity 
procurement function based on a CPUC decision issued in October 2002. For additional discussion of 
this matter see Note 13. 

For 2003, SDG&E expects to receive 43 percent of its customer power requirement from DWR 
allocations. Of the remaining requirements that SDG&E must provide, SONGS will account for 
21 percent, long-term contracts for 26 percent and spot market purchases for 10 percent. As of 
January 2003, SDG&E has approximately 90 percent of its electric power requirements met by a 
combination of long-term contracts, DWR-allocated contracts and its share of nuclear generating 
facilities. The contracts expire on various-dates between 2003 and 2025. Prior to January 1, 2001, the 
cost of these contracts was recovered by bidding them into the PX and receiving revenue from the PX 
for bids accepted. As of January 1, 2001, in compliance with a FERC order prohibiting sales to the PX, 
SDG&E no longer bids those contracts into the PX. Those contracts are now used to serve customers 
in compliance with a CPUC order. In late 2000, SDG&E entered into additional contracts to serve 
customers instead of buying all of its power from the PX. These contracts expire in 2003. In addition, 
during 2002 SDG&E entered into contracts which will provide approximately four percent of its 2003 
total energy sales from renewable sources. These contracts expire from 2008 through 2018. 
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At December 31, 2002, the estimated future minimum payments under the long-term contracts (not 
including the DWR allocations) were: 

(Dollars in millions) 

2003 $ 257 
2004 227 
2005 . 228 
2006 224 
2007 213 
Thereafter 2,285 

Total minimum payments $3,434 

The payments represent capacity charges and minimum energy purchases. SDG&E is required to pay 
additional amounts for actual purchases of energy that exceed the minimum energy commitments. 
Total payments under the contracts were $235 million in 2002, $512 million in 2001 and $257 million in 
2000. 

Leases 

The company has leases (primarily operating) on real and personal property expiring at various dates 
from 2003 to 2045. Certain leases on office facilities contain escalation clauses requiring annual 
increases in rent ranging from '2 percent to 7 percent. The rentals payable under these leases are 
determined on both fixed and percentage bases, and most leases contain extension options which are 
exercisable by the company. The company also has long-term capital leases on real property. 
Property, plant and equipment included $35 million at both December 31, 2002 and 2001, related to 
these leases. The associated accumulated amortization was $21 million and $18 million, respectively. 
SDG&E terminated its capital lease agreement for nuclear fuel in mid-2001 and now owns its nuclear 
fuel : | " 

At December 31, 2002, the minimum rental commitments payable in future years under ail 
rioncancellable leases were as follows: 

Operating Capitalized 
(Dollars in millions) Leases Leases 

2003 $ 94 $ 3 
2004 ' 101 3 
2005 104 3 
2006 ' 103 1 
2007 • 105 1 
Thereafter 1,385 1 

Total future rental commitments $1,892 12 

Imputed interest (7% to 10%) (2) 

Net commitments $10 

In connection with the quasi-reorganization described in Note 1, PE recorded liabilities of $102 million 
to adjust to fair value the operating leases related to its headquarters and other facilities at December 
31, 1992. The remaining amount of these liabilities was $42 million at December 31, 2002. These 
leases are included in the above table. 
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Rent expense for operating leases totaled $90 million in 2002, $92 million in 2001 .and $102 million in 
2000. Depreciation expense for capitalized leases is included in depreciation :on the Consolidated 
Statements of Income. 

Construction Projects 

In October 2001, Sempra Energy announced plans to develop a major- new liquefied natural gas; (LNG) 
receiving terminal to bring natural gas supplies into northwestern Mexico and southern California. SEI 
initially purchased a 300-acre site on thePacific Coast, north of Ensenada,. Baja California, Mexico for 
the terminal for a purchase price of $19.7 million. Subsequently, it purchased additional land for the 
terminal for $2.6 million. As currently planned, the plant would have a send-out capacity of 
approximately 1 biifion cubic feet per day of natural gas through a new 40-mile pipeline between-the 
terminal and existing pipelines in the San Diego/Baja California border area. The project is currently 
estimated to cost $600 million and to commence commercial operations in,2007. 

In February 2003, Sempra LNG Corp., a newly created subsidiary of Global, announced an agreement 
to acquire the proposed Hackberry, La., LNG project from a subsidiary of Dynegy, Inc. Sempra LNG 
Corp. initially will pay Dynegy $20 million, with additional payments contingent on the performance of 
the project. The project"has received preliminary approval from the FERC and-expects a final decision 
later this year. If the project is approved, Sempra LNG Corp. intends to build an LNG receiving facility 
capable of processing up to 1.5 billion cubic feet per day of natural gas. The total cost of the project is 
expected to be about $700 million. The project could begin commercial operations as early as 2007. 

In February 2001, the company announced plans to construct Termoelectrica de Mexicali, ^ $350 
million, 600-megawatt power plant near Mexicali, Mexico. Fuel for the plant will be supplied via the 
newly constructed pipeline from Arizona to Tijuana referred to below. It is anticipated that the electricity 
produced by the plant will be available for markets in California, Arizona' and Mexico via a newly 
constructed 230,000-volt transmission line. Construction of the power plant began in the second'half of 
2001. $308 milJjon has been invested in the project, which is scheduled for completion by mid-2003. 
SER has approximately $8 million of commitments remaining in the project at December 31, 2002. 

In December 2000, SER obtained approvals from the appropriate state agencies to construct the Elk 
Hills Power Project, a $395 million 570-megawatt power .plant near Bakersfield, California. Elk Hills is 
being developed, in a 50/50 joint venture with Occidental. As of December 31, 2002, SER has invested 
$172 million in the project and has commitments of approximately $15 million. The project is 
anticipated to be completed in May 2003. Information concerning related litigation with Occidental is 
provided below. 

, • 
In December 2000, SER obtained approval from the appropriate state agencies to construct the 
Mesquite Power Plant (Mesquite Power). Located near Phoenix, Arizona, Mesquite Power is a $690 
million, 1,250-megawatt project which will provide electricity to wholesale energy markets in the 
Southwest. Construction began in September 2001, commercial operations at 50-percent capacity are 
expected to commence in June 2003 and project completion is anticipated for January 2004. 
Expenditures as of December 31, 2002 are $558 million and SER has commitments of $70 million 
related to this project. Most; project expenditures are financed through a synthetic lease agreement. 
Financing under the synthetic lease in excess of $280 million requires 103 percent collateralization 
through the purchase of U.S. Treasury obligations in similar amounts. As of December 31', 2002v'the 
company had purchased $228 million of U.S. Treasury obligations as collateral, which-is included in 
investments on the Consolidated Balance Sheets. 
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SER, as construction agent for the lessor, is responsible for completing construction in a timely 
manner. Upon completion of Mesquite Power, SER is required to make lease'payments to the lessor in 
an amount sufficient to provide a specified, return to the investors. In 2005, SER has the option to 
extend the lease at fair market value, purchase the project at a fixed amount, or act as remarketing 
agent for the lessor to sell the project. If SER elects the remarketing option, it may be required,to pay 
the (essor up to 85 percent of the project cost if the proceeds from remarketing are insufficient to repay 
tljie' lessor's investors. The lease is guaranteed by Sempra Energy, and the availability of additional 
financing is conditioned upon Sempra Energy's continuing to have credit ratings of at least BBB- by 
S&P or Baa3 by Moody's. The lease also requires Sempra Energy to maintain a debt-to-totaf 
capitalization ratio, (as defined in the lease), of not to exceed 65 percent. As a synthetic lease, neither 
the plant asset nor the related liability is included on the Consolidated Balance'Sheets. If they were, 
property, plant and equipment and long-term debtwould each have been increased by $545 million at 
December 31 , 2002, reflecting reimbursements for costs incurred on the^ project, including costs 
subject to the collateralization requirements noted above. The company is currently reviewing the 
synthetic lease to determine the application of FASB Interpretation 46 (FIN 46), "Consolidation of 
Variable Interest Entities" related' to the Mesquite Power Plant. Under FIN 46, the company would be 
required to increase property, plant and equipment and long-term debt by the total costs incurred and 
subject to collateralization requirements under the synthetic lease, as noted above. See further 
discussion of FIN 46 in Note 1. 

In addition, as of December 31, 2002, SER has commitments of $73 million related to two natural gas 
turbines for use,in future power plant development. 

In the third quarter of 2002, SEI completed construction of the 140-mile Gasoducto Bajanorte Pipeline 
that connects the Rosarito Pipeline south of Tijuana, Mexico, with a. pipeline being built by PG&E 
Corporation that will connect to Arizona. The SO^inch pipeline can deliver up to 500 million cubic feet 
per day of natural gas to new generation facilities in Baja California, including SER's Termoelectrica de 
Mexicali power plant discussed above. Capacity on the pipeline is, fully subscribed. Total, capital 
expericjitures of $124 million have been made by SEI through December 31 , 2002. 

Other Commitments and Contingencies 

In May 2001, SER entered into a ten-year agreement with the DWR.to supply up to 1,900 megawatts 
of power to the state.' SER may, but is not obligated to, deliver most of this electricity from its projected 
portfolio of plants in the western United States and Baja California, Mexico. If SER elects to use these 
plants to supply the DWR, those sales would comprise more than two-thirds of the projected'capacity 
of the plants. The profits from the sales to the DWR are significant to the company's ability to-increase 
its earnings. .Subsequent to the state's sighing of this contract and electricity-supply contracts with 
other vendors, various state officials have contended that the rates called for by the contracts are too 
high. These rates substantially exceed current spot-market prices for electricity, but are substantially 
lower than those prevailing at the time the contracts were signed. This contract is discussed further 
under "Litigation." 

In February 2002, the CPUC and the California Electricity Oversight Board petitioned the FERC to 
determine that the contracts do not provide just- and reasonable rates, and to abrogate or reform the 
cdhtra'cts. On April 24, '2002, the FERC ordered hearings on the complaints. The order requires the 
complainants to satisfy a "heavy"'burden of proof to support-a revision of the contracts, and cited the 
FERC's long-standing policy to recognize the sanctity of contracts, from which it has deviated only in 
"extreme' circumstances." In December 2002, a FERC administrative law judge held formal hearings 
and in January 2003 issued a partial, initial decision recommending that the validity of SER's contract 
be determined under a "public interest" standard that requires the complainants to satisfy a significantly 
higher standard of review to invalidate the SER contract than would a just and reasonable standard. 
Hearings began in December 2002 and settlement negotiations are ongoing. The FERC has indicated 
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that it expects to issue a final decision by March 2003. The company believes that the contract prices 
were fair; but had been discussing (and continues to be willing to further discuss) with the DWR 
changing certain aspects of the contract (which would not affect the long-term profitability) in a manner 
mutually beneficial to SER and the state. 

On October 31, 2002, SER completed the acquisition of Twin Oaks Power from Texas-New Mexico 
Power Company for $120 million. Located near Bremond, Texas, Twin Oaks Power is a 305-megawatt 
lignite-fired power plant which provides electricity under a 5-year offtake agreement expiring in 
September 2007. In connection with the acquisition, SER also assumed a contract which includes 
annual commitments to purchase lignite coal either until an aggregate minimum volume has. been 
achieved or through 2025. At December 31, 2002, SER's future minimum payments under the lignite 
coal agreement were $28 million for 2003, $27 million for 2004, $27 million for 2005, $23 million for 
2006, $23 million for 2007 and $310 million thereafter. The minimum payments have been adjusted for 
allowed shortfalls and 90 percent minimum contract requirements under the contract. 

On March 21, 2002, the CPUC affirmed its decision prohibiting new direct access contracts'after 
September 20, 2001, but rejected a proposal to make the prohibition retroactive to July 1, 2001. 
Contracts in place as of September 20, 2001 may be renewed or assigned to new parties. On 
November 7, 2002, the CPUC issued a decision adopting DA exit fees with an interim'cap of 2.7 cents 
per kWh for rates effective January 1, 2003. The CPUC is conducting further proceedings to determine 
whether, or to what extent, the interim cap should be revised after July 1, 2003. The CPUC's decisions 
concerning direct access affect SES' ability to enter into contracts to sell electricity in California. 

Environmental Issues 

The company's operations are subject to federal, state and local environmental laws and regulations 
governing hazardous wastes, air and water quality, land use, solid waste disposal and the protection of 
wildlife. Most of the environmental issues faced by the company occur at the California Utilities. 
However, as SER constructs new power plants, additional environmental issues will arise requiring the 
company's attention. As applicable, appropriate and relevant, these laws and regulations require that 
the company investigate and remediate the effects of the release or disposal of materials at sites 
associated with past and present operations, including sites at which the company has been identified 
as a Potentially Responsible Party (PRP) under the federal Superfund laws and comparable 'state 
laws. Costs incurred at the California Utilities to operate the facilities in compliance with these laws and 
regulations generally have been recovered in customer rates. 

Significant costs incurred to mitigate or prevent future environmental contamination or extend the life,, 
increase the capacity or improve the safety or efficiency of property utilized in current operations are 
capitalized. The company's capital expenditures to comply with environmental laws arid regulations 
were $8 million in 2002, $6 million in 2001 and $4 million in 2000. The cost of compliance with these 
regulations over the next five years is not expected to be significant. 

At the California Utilities, costs that relate to current operations or an existing condition caused by past 
operations are generally recorded as a regulatory asset due to the assurance that these costs will be 
recovered in rates. 

The environmental issues currently facing the company or resolved during the latest three-year period 
include investigation and remediation of the California Utilities' manufactured-gas sites (25 completed 
as of December 31, 2002 and.20 to be completed), cleanup at SDG&E's former fossil fuel power plants 
(all sold in 1999 and actual or estimated cleanup costs included in the transactions), cleanup of.third-
party waste-disposal sites used by the company, which has been identified as a. PRP (investigations 
and remediations are continuing) and mitigation of damage to the marine environment caused by the 
cooling-water discharge from SONGS (the requirements for enhanced fish protection,, a 150-acre 
artificial reef and restoration of 150 acres of coastal wetlands are in process). Through December 31, 
2003, the SONGS mitigation costs are recovered through the ICIP mechanism. , 
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Environmental liabilities are recorded when the company's liability is probable and the costs are 
reasonably estimable. In many cases, however, investigations are not yet at a stage where the 
company has been able to determine whether it is liable-or, if the liability is probable, to reasonably 
estimate the amount or range of amounts of the cost or certain components thereof. Estimates of the 
company's liability are further subject to other uncertainties, such as the nature and extent of site 
contamination, evolving remediation standards and imprecise engineering evaluations. The accruals 
are reviewed periodically and, as investigations and remediation proceed, adjustments are made as 
necessary. At Diecember 31, 2002, the company's accrued liability for environmental matters was 
$57.8 million, of Which $42.7 million related'to manufactured-gas sites, $12.1 million to cleanup at 
SDG&E's former fossil-fueled power plants, $2.3 million to waste-disposal sites used by the company 
(which has been identified as a PRP) and'$0.7 million to other hazardous waste sites. The accruals for 
the manufactured-gas and waste-disposal sites are expected to be paid ratably over the next four 
years. The accruals for SDG&E's former fossil-fueled power plants are expected to be paid ratably 
over the next three years. 

Nuciear Insurance 

SDG&E and the other co-owners of SONGS have insurance to respond to any nuclear liability claims 
related, to SONGS. The insurance policy provides $200 million in coverage, which is the maximum 
amount available. In addition to .this primary financial protection, the Price-Anderson Act provides for 
up to $9.25 billion of secondary financial protection if the liability loss exceeds the insurance limit. 
Should any of the licensed/commercial reactors in the United States experience a nuclear liability loss 
which exceeds the $200 million insurance limit, all utilities owning nuclear reactors could be assessed 
under the Price-Anderson Act to provide the secondary financial protection. SDG&E and the other co-
owners of SONGS could be assessed up to $176 million under the Price-Anderson Act. SDG&E's 
share would be $36 million unless default occurs by any other SONGS co-owner. In the event the 
secondary financial protection limit is insufficient to cover the liability loss, the Price-Anderson Act 
provides for Congress to enact further revenue raising measures to pay claims. These measures could 
include an additional assessment on all licensed reactor operators. SDG&E and the other co-owners of 
SONGS have $2.75 billion of nuclear property, decontamination and debris removal insurance. The 
coverage also provides the SONGS owners up to $490 million for outage expenses incurred because 
of accidental property damage. This coverage is limited to $3.5 million per week for the first 52 weeks, 
and $2.8 million per week for up to 110 additional weeks. Coverage is also provided for the cost of 
replacement power, which includes indemnity payments for up to three years, after a waiting period of 
12 weeks. The insurance is provided through a mutual insurance company owned by utilities with 
nuclear facilities. Under the policy's; risk sharing arrangements, insured members are subject to 
retrospective premium assessments if losses at any covered facility exceed the insurance company's 
surplus and reinsurance funds. Should there be a retrospective premium call, SDG&E could be 
assessed up to $7.6 million. 

Both the nuclear liability and property insurance programs include industry aggregate limits for SONGS 
losses resulting from acts of terrorism. 

Department Of Energy Decommissioning 

The Energy Policy Act of 1992 established a fund for the decontamination and decommissioning of the 
Department of Energy (DOE) nuclear fuel enrichment facilities. Utilities which have used DOE 
enrichment,services are being assessed a total of $2.3 billion, subject to adjustment for inflation, over a 
15-year period ending in, 2006. Each utility's share is based on its share of enrichment services 
purchased from the DOE'through 1992. SDG&E's annual assessment is approximately $1 million, 
which is recovered-through-SONGS' revenue. 
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Department Of Energy Nuclear Fuel Disposal 

The Nuclear Waste Policy Act of 1982 made the DOE responsible for the disposal of spent nuclear 
fuel. However, it is uncertain when the DOE will begin accepting spent nuclear fuel from SONGS. This 
delay by the DOE will lead to increased cost for spent fuel storage. This cost will be recovered through 
SONGS revenue unless the company is able to recover the. increased cost from the federal 
government. ' 

Litigation 

Lawsuits filed in 2000 and currently consolidated in San Diego Superior Court seek, class-action 
.certification and damages, alleging that Sempra Energy, SoCalGas and SDG&E, along with El Paso 
Energy Corp. and several of its affiliates, unlawfully sought to control and have manipulated natural 
gas and electricity markets. On October 16, 2002, the assigned San Diego Superior Court judge; ruled 
that the case can proceed with discovery and that the California courts, rather than the FERC, have 
jurisdiction in the case. This was a preliminary ruling and not a ruling on the merits or facts of the case: 
Northern California cases, which only name El Paso as a defendant, are scheduled for trial, in 
September 2003 and the remainder of the cases are set for trial in January 2004. During the fourth 
quarter,of 2002, additional similar-.lawsuits have been filed in various jurisdictions. 

Various, 2000 lawsuits, which seek class-action certification, allege that certain company subsidiaries 
unlawfully, .manipulated the electric-energy market. These lawsuits were consolidated in San Diego 
Superior Court by order of the Judicial Council, but have recently been removed to Federal Court 
where motions to remand are pending. Similar, subsequent lawsuits, are expected to be consolidated 
with-the existing matters in San Diego. 

SER is a defendant in an action brought by Occidental Energy Ventures Corporation with respect to 
the Elk .Hills .power project being jointly developed by the two companies. Occidental alleges that SER 
breached'the joint venture agreement.by not providing that Occidental would be a party to the contract 
with the DWR or receiving its share of the proceeds from providing the DWR with power from Elk Hills 
under the contract. ,The court has ordered that the agreement requires the matter be arbitrated in 
accordance with the agreement., • . 

SER, SET and SDG&E, along with all other sellers in the western power market, have been, named 
defendants in a complaint filed at the FERC by the California Attorney General's office seeking refunds 
for electricity .purchases based on alleged violations of FERC tariffs. The FERC has dismissed: the 
complaint. The California Attorney General's office requested a rehearing, which the FERC denied. 
The California Attorney General has filed an appeal in the 9th Circuit. 

Except for the matters referred to above, neither the company nor its subsidiaries are party to, nor is 
their property the subject of, any material pending legal proceedings other than routine litigation 
incidental to<their businesses. 

Management believes the above allegations are without merit and will not have a material adverse 
effect on the company's financial condition or results of operations. 

Other Legal Proceedings 

In connection with its investigation into California energy .prices, in May 2002 the FERC ordered'all 
energy companies engaged in electric energy trading activities to state whether they had engaged in 
"death star," "load shift," "wheel out," "ricochet," "inc-ing load" and various other specific trading 
activities as described in memos prepared by attorneys retained by Enron Corporation and-in which'it 
was asserted that Enron was manipulating or "gaming" the California energy markets. In response to 
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the inquiry, Sempra Energy's electricity trading subsidiaries have denied using any of these strategies. 
SDG&E did disclose and explain a single de minimus 100-mW transaction for the export of electricity 
out of California. In response to a related FERC inquiry regarding natural gas trading, SDG&E and 
SoCalGas have also denied engaging in "wash" or "round, trip" trading activities. The companies are 
also cooperating with the FERC and other governmental agencies and officials in their various 
investigations of the California energy markets. 

In October 2002, the FERC also requested the largest North American natural gas marketers in 2001 
to submit information regarding natural gas trading data provided by these marketers to energy trade 
publications in 2000 and 2001. During this period individual employees at SET received, unsolicited 
information requests from trade publications, many of which were telephone inquiries seeking an 
immediate telephonic response. SET has advised the FERC and the Commodity Futures Trading 
Commission (CFTC) that, out of several hundred communications during the relevant period, prices 
were inaccurately reported by perhaps $.01 to $.02 per mmbtu on a handful of occasions involving an 
area in the Rocky Mountain region. No records of these telephone conversations exist. SET has also 
advised the FERC that-it has found no instances involving inaccurate written information provided by 
SET to trade publications and is cooperating with the CFTC's inquiries about the matter. 

On May '28, '2002, SER filed a complaint for declaratory judgment in San Diego Superior Court 
regarding its contract with the DWR. In .addition to other relief, SER is seeking a binding declaration 
from'the court that, contrary to DWR's stated position, SER is meeting the terms of the agreement and 
that'DWR is obligated to take delivery of and pay for wholesale electric power, as provided for under 
the agreement. In response to SER's complaint for a declaratory judgment,.on July 2, 2002, the DWR 
filed a- cross-complaint against SER, seeking to void the 10-year energy-supply contract by alleging 
that SER misrepresented its intentions regarding the Elk Hills Power Plant as well as the other plants 
currently under construction. The DWR continues to accept all scheduled power from SER and has 
made all' payments for such power. The construction of the Elk Hills Power Plant is on schedule to 
begin operating in the.spring of 2003. The DWR has stated its belief that the contract requires SER to 
build power plants to. supply the contract and, specifically, required the Elk Hills plant to begin 
operations of a simple-cycle function while completing its combined cycle facility. SER denies both of 
these contentions.and insists that it may supply the power as it chooses, although it has the option of 
supplying the DWR from one or more of the plants. Trial has' been scheduled for May 2003. Additional 
information regarding the contract between SER and the DWR is included under "Other Commitments 
and Contingencies" and "FERC Actions" above. 

SER is a defendant in an action brought by the-CPUC and the California Electricity Oversight Board at 
the FERC alleging that, because of the dysfunctional energy market in California, the long-term power 
contracts entered into by the DWR should be revised or set aside as being unjust and unreasonable. 
Additional information regarding this complaint and the contract between ^ER and the DWR is 
included under "Other Commitments and Contingencies" and "FERC Actions" above. 

SET is a defendant in the action at the FERC concerning rates charged certain utilities by sellers of 
electricity. Management believes it has provided fully for any adverse outcomes of this action. 

At December 31, 2002, SET remains due approximately $100 million from energy sales made in 2000 
and 2001 through the California Independent System Operator and the PX markets. The collection of 
these receivables depends on satisfactory resolution of the financial difficulties being experienced by 
other California lOUs as a result of the California electric industry crisis. SET has submitted relevant 
claims in the PG&E and PX bankruptcy proceedings. The company believes adequate reserves have 
been recorded. 

Management believes that these matters will not have a material adverse effect on the company:s 
financial condition or results of operations. 
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Electric Distribution System Conversion 

Under a CPUC-mandated program and through franchise agreements with various cities, SDG&E is 
committed, in varying amounts, to converting overhead distribution facilities to underground:.As of 
December 31, 2002, the aggregate unexpended amount of this commitment was $98 million. Capital 
expenditures for underground conversions were $33 million in 2002, $12 million in 2001 and $26 
million in 2000. 

Concentration Of Credit Risk 

The company maintains credit policies and systems to manage overall credit .risk. These policies 
include an evaluation of potential counterparties' financial condition and an assignment of credit-limits. 
These credit limits are established based on risk and return considerations under terms customarily, 
available in the industry. The California Utilities grant credit to utility customers and counterparties,, 
substantially all of whom are located in their service territories, which together cover most of Southern 
California and a portion of central California. 

As discussed in Note 13, SDG&E accumulated certain costs of electricity purchases in a balancing 
account (the AB 265 undercollection). SDG&E may experience an increase in customer credit risk as it 
passes on these costs to customers, as well as charges on behalf of the state of California to repay the 
state bonds issued in connection with its past purchases of power for IOU customers. However, 
mitigating, this increase in customer credit risk are the decline in the cost of the electric commodity and 
return to stability thereof, and the October 2002 CPUC decision which allows SDG&E to enter into new 
contracts to procure electric energy and to establish a cost recovery mechanism. The decisipni 
establishes a semiannual cost review and rate recovery mechanism with a trigger for more frequent 
rate changes if balances exceed five percent of annual, non-DWR generation revenues, to provide for 
timely recovery of any undercollections. 

SET monitors and controls its credit-risk exposures through various systems which evaluate its-credit 
risk, and through credit approvals and limits. To manage the level of credit risk, SET deals with a, 
majority of counterparties with good credit standing, enters into master netting arrangements whenever 
possible and, where appropriate, obtains collateral. Master netting agreements incorporate rights of 
setoff that provide for the net settlement of subject contracts with the same counterparty in the event of 
default. 

NOTE 16. SEGMENT INFORMATION 

The company is a holding company, whose subsidiaries are primarily engaged in the energy business. 
It has four separately managed reportable segments comprised of SoCalGas, SDG&E, SET and SER. 
(During the third quarter of 2002, SER first met the requirements for disclosure as a reportable 
segment.) The California Utilities operate in essentially separate service territories under separate 
regulatory frameworks and rate structures set by the CPUC. SDG&E provides electric service to San 
Diego and southern Orange counties and natural gas service to San Diego county. SoCalGas* is a 
natural gas distribution utility, serving customers throughout most of southern California and part of 
central California. SET, based in Stamford, Connecticut, is a wholesale trader of physical and financial 
energy products and other commodities, and a trader and wholesaler of metals, serving a broad range 
of customers in the United States, Canada, Europe and Asia. SER develops, owns and operates 
power plants and natural gas storage, production and transportation facilities within the western United 
States and Baja California, Mexico. 

The accounting policies of the segments are described in Note 1, and segment performance is 
evaluated by management based on reported net income. California Utility transactions are based on 
rates set by the CPUC and FERC. 
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Years ended December 31, 

(Dollars'in millions) 2002 2001 2000 

OPERATING REVENUES 
Southern California Gas 
San Diego Gas & Electric 
Sempra Energy Trading 
Sempra Energy Resources 
All other 
Intersegment revenues 

. Total -

INTEREST INCOME 
Southern California Gas 
San Diego Gas & Electric 
Sempra Energy Trading 
Sempra Energy Resources 
All other 
Intercompany elimination ,, 

Total interest income 
Equity in income (losses) of unconsolidated affiliates 
Sundry income (loss) 

Total..other income 

DEPRECIATION AND.AMORTIZATION 
Southern California Gas1 

San Diego Gas & Electric 
SempraEnergy Trading 
Sempra Energy Resources 
Allother 

Total 

INTEREST EXPENSE 
Southern California Gas 
San Diego Gas & Electric 
Sempra Energy Trading 
Sempra Energy Resources 
All/other 

Intercompany elimination 

Total 
INCOME TAX EXPENSE (BENEFIT) 
Southern California Gas 
San Diego Gas & Electric 
Sempra Energy Trading 
Sempra Energy Resources 
All other 

total 

NET INCOME (LOSS) 
Southern California Gas 
San Diego Gas & Electric 
Sempra.Energy Trading 
Sempra Energy Resources 
All other 

Total 

$2,858 ' $3,716 $2,854 
1,696 '2,362 2,671 
821 '1,047 822 
349 178 11 
333 • 458 467 
(37) (31) (65) 

$6,020 $7,730 $6,760 

$ 5 $ 22 $ 27 
10 21 51 
11 11 8 
4 6 — 
84 73 88 
(72) (50) (106) 

42 83 68 
(55) 12 62 
70 O) (3) 

$ 57 •'$ 86 $ 127 

$ 276 $ 268 $ 263 
230 207 210 
21 27 32 
2 1 2 
67 76 56 

$ 596 $ 579 $ 563 

$ 44 $ 68 $ 74 
77 92 118 
43 14 18 
6 7 3 

196 192 179 
(72) (50) (106) 

$ 294 $ 323 $ 286 

$ 178 $ 169 $ 183 
91 141 144 
60 87 '63 
36 (18) 15 

(219) (166) (135) 

$ 146 $ 213 $ 270 

$ 212 $ 207 $ 206 
203 177 145 
126 196 155 
60 (27) 29 
(10) (35) (106) 

$ 591 $ 51.8 $ 429 
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At December 31 or years ended 

December 31, 

(Dollars In millions) 2002 2001 2000 

ASSETS 
Southern California Gas 
San Diego Gas & Electric 
Sempra Energy Trading 
Sempra Energy Resources 
All other 
Intersegment receivable 

Total 

CAPITAL EXPENDITURES 
Southern California Gas 
San Diego Gas & Electric 
Sempra Energy Trading 
Sempra Energy Resources 
Allother 

Total 

GEOGRAPHIC INFORMATION 
Long-lived assets 

United States 
Latin America 
Europe 
Canada 

Total 

Operating revenues 
United States 
Latin America 
Europe 
Canada 
Asia 

Total 

$ 4,079 $ 3,733 $ 4,128 
5,123 5,399 4,734 
5,614 2,997 4,627 
1,347 577 276 
2,580 3,094 2,421 
(986) (720) '(646) 

$17,757 $15,080 $15,540 

$ 331 $ 294 $ 198 
400 307 324 
21 45 22 
356 225 59 
106 197 156 

$ 1,214 $ 1,068 $ 759 

$ 7,062 $ 6,515 $ 6,071 
1,062 836 911 

18 10 9 
3 24 23 

$ 8,145 $ 7,385 $ 7,014 

$ 5,475 $ 7,169 $ 6,423 
168 280 154 
328 250 158 
28 15 14 
21 16 11 

$ 6,020 $ 7,730 $ 6,760 
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NOTE 17. QUARTERLY FINANCIAL DATA (UNAUDITED) 

Quarters ended (Dollars in millions, except per share amounts) March 31 June 30 September 30 December 31 

$1,460 $1,488 $1,384 $1,688 
1,209 1,260 1,074 1,490 

$ 251 $ 228 $ 310 $ 198 

$ 146 $ 145 $ 150 $ 134 
$ 146 $ 147 $ 150 $ 148 
206.4 207.1 205.4 205.6 

$ 0.71 $ 0.70 $ 0.73 $ 0.65 
$ 0.71 $ 0.71 $ 0.73 $ 0.72 

2002 
Operating revenues 
Operating expenses 

Operating income 

Income before extraordinary item 
Net income 
Average common shares outstanding (diluted) 
Income per common share before extraordinary 

item (diluted) 
Net income per common share (diluted) 

2001 
Operating revenues $3,119 $1,895 $1,417 $1,299 
Operating expenses 2,747 1,623 1,198 1,165 

Operating income $ 372 $ 272 $ 219 $ 134 

Net income $ 178 $ 137 $ 96 $ 107 
Average common shares outstanding (diluted) 203.0 206.0 206.6 206.0 
Net income per common share (diluted) $ 0.88 $ 0.66 $ 0.46 $ 0.52 

Reclassifications have been made to certain of the amounts since they were presented in the Quarterly 
Reports on Form 10-Q. 

QUARTERLY COMMON STOCK DATA (UNAUDITED) 
First 

Quarter 
Second 
Quarter 

Third 
Quarter 

Fourth 
Quarter 

2002 
Market price 

High $25.92 $26.25 $24.11 $24.62 
Low 22.15 21.52 15.50 16.70 

2001 
Market price 

High $23.94 $28.61 $28.00 $26.68 
Low 17.31 21.98 23.25 22.00 

Dividends declared were $0.25 in each quarter. 

FORM 10-K 

Sempra Energy's annual report to the Securities and Exchange Commission on Form 10-K is available 
to shareholders at no charge by writing to Shareholder Services at 101 Ash Street, San Diego, CA 
92101. 
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SEMPRA ENERGY'S STRENGTHS 

D I F F E R E N T I A T E US F R O M OTHERS 

I N OUR I N D U S T R Y . 

D WE ARE FINANCIALLY STRONG 

D WE EXECUTE. 

D WE MANAGE RISK. 



EARNINGS PER SHARE 
IN DOLLARS 

$1*1 $166 1 $2.06 I $2-52 I $2.67 

1998 1999 2000 2001 2002 

WE DELIVER RESULTS 

I N C R E A S E I N E A R N I N G S 

Sempra Energy continues to deliver solid financial results despite 

difficult conditions in the energy sector. In 2002, we generated 

earnings growth of 14 percent. Since the formation of Sempra 

Energy in 1998, we have increased our earnings per share by 

an average of 23 percent per year. In a challenging stock market 

in 2002, Sempra Energy's total return outperformed the major 

stock indexes and our industry peer group. 
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D E S P I T E S I G N I F I C A N T C H A L L E N G E S I N 

OUR I N D U S T R Y , WE ARE E X E C U T I N G 

OUR S T R A T E G Y SUCCESSFULLY. 

EXECUTE 

We do not alter our strategy to suit the "flavor of the month." 

• We said we would maintain a solid financial foundation. In 2002, 

we posted record earnings for the fourth consecutive year. 

• We said we would manage our California utilities efficiently. 

Southern California Gas Company and San Diego Gas & Electric 

both exceeded their authorized return on equity in 2002. 

i We said we would expand our energy footprint in markets we 

know best. In 2002, we began operating a major new natural gas 

transmission pipeline in Northern Mexico and neared completion 

of three state-of-the-art power plants in the Western region. Our 

wholesale trading and retail energy marketing businesses are 

profitable and are industry leaders. 
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RISK MANAGEMENT STRUCTURE 

Board of Directors 

BED 

Energy RisK Manaqeftwnt 
Oversight Committee 

i ^-r-mrt^/ 
REPORTING AND CONTROLS 

• Capture 
• Measure Credit, price and 
• Analyze liquidity risk 
• View 

Sempra Sempra Senipra 
Energy Energy Energy 
Trading Resources Solutions 

SoCal SDGEE 
Gas 

WE MANAGE RISK 

W E H A V E PER SEVERED BECAUSE W E 

.M A N A G E- O U-R_.B.U S I N.E.S S P.RUDE NXLY 

Risk management is an integral part of our culture. We make busi
ness decisions based on careful analysis and financial discipline. 

This expertise at managing risk helped us navigate the energy 
crisis of 2000-2001 and enables us to operate a profitable 
energy-trading business while others have failed. Our team-based 
risk-management structure allows us to manage our business to 
generate more stable and predictable profits. 
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W E ARE C O M M I T T E D TO 

M A I N T A I N I N G STRONG I N V E S T M E N T -

GRADE C R E D I T R A T I N G S . 

Sempra Energy holds stable outlooks from all three credit-ratings 
agencies. Maintaining strong investment-grade credit ratings is 
critical to our customers and suppliers, as well as to the equity 
and credit markets. Our access to the capital markets enhances 
our ability to grow our business and take advantage of oppor
tunities in the marketplace. 

V 
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As ot January 31. 2003 SSP Rich Moody's 

Unsecured Debt A- A Baal 
Commercial Paper A-2 n P-2 
Trust Preferred 

Securities BBB A- Baa2 

Secured Debt 
Unsecured Debt 
Preferred Stock 
Commercial Paper 

A+ 
A 
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AA 
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Unsecured Debt A AA- A2 
Preferred Stock A- A+ Baal 
Commercial Paper A-1 F1+ P-1 
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FELLOW S H A R E H O L D E R S 

0% 

TOTAL RETURN 1 9 9 8 - 2 0 0 2 

15% •3% -24% •30% 

Sempra- i l ftw SSp SSP 
Energy j Jones SCO Utilities 

Industrial Index. Index 

WE H A V E A FOCUSED A N D D I S C I P L I N E D STRATEGY 

FOR G R O W I N G OUR B U S I N E S S . 

Over the past year, Sempra Energy has distinguished itself in a 
number of important ways. First, we've performed when others 
in our industry have not. Our company posted strong financial 
and operating results in 2002. Earnings were $591 million, up 
from $518 million in 2001. Earnings per diluted share were $2.87, 
a 14-percent increase over last year. In fact, since 1998, Sempra 
Energy's earnings per share have grown, on average, by 23 percent 
annually. In a challenging stock market, our total return to investors 
was better than the major stock indexes and our industry peer 
group in 2002. 

When we formed Sempra Energy in 1998, we combined two 
companies with century-long histories of financial stability, 
excellent customer service and corporate responsibility. Our 
name - from the Latin word that means "always" - reflects 
our commitment to manage and grow a business that is 
straightforward, reliable and well-grounded. 

Delivering results 

Sempra Energy continues to deliver excellent financial results, 
despite difficult conditions in the energy sector. We maintain a 
balanced portfolio of businesses with a solid balance sheet and 
strong investment-grade credit ratings. 

This financial performance has enabled us to return reliable 
dividends to our shareholders and to produce earnings growth. 

Our focus on risk management has caused us to succeed in difficult 
times. This focus distinguishes us from others in our industry. 



NET INCOME 
DOLLARS IN MILLIONS 

_n 

SZ94 j S394 $429 5518 S59I 

1998 1999. - 2000' 2002; 

Sempra Energy Utilities contributes to shareholder value by 
providing strong and predictable earnings and cash flow - the 
bedrock for Sempra Energy's growth. Southern California Gas 
Company and San Diego Gas & Electric performed well in 2002, 
exceeding their authorized return on equity. 

At the end of 2002, SDG&E and SoCalGas filed with the California 
Public Utilities Commission a rate application that will determine 
their cost and rate structures beginning in 2004. We expect the 
CPUC to issue a decision by the end of 2003. 

To accommodate customer growth and improve the reliability of 
our utility systems, our California utilities continue to invest in 
infrastructure improvements. In 2002, we invested approximately 
$731 million in utility capital expenditures, upgrading their gas and 
electric delivery networks. 

A prudent growth strategy 

While the past year has been disastrous for many wholesale 
and retail energy providers, Sempra Energy Global Enterprises 
has prospered. 

The market exit by some competitors has created new opportunities. 
A good example is the liquefied natural gas (LNG) project in 
Hackberry, La., our new Sempra Energy LNG Corp. unit agreed 
to acquire in February 2003. After final regulatory approvals, 
the LNG receiving terminal being developed there could begin 
commercial operation by 2007 with daily processing capacity 
of up to 1.5 billion cubic feet of gas. With natural gas supplies 
tightening in North America, we believe that LNG will be a critical 
part of the supply mix over the next decade. 

Also, in October 2002, Sempra Energy Resources acquired a 305-
megawatt coal-fired Texas power plant, which we have renamed 
"Twin Oaks Power." As natural gas prices rise, this plant has the 
potential to become more valuable in the deregulated Texas power 
market, especially in comparison to gas-fired power plants there. 
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average 
annual growth 

I N E A R N I N G S PER SHARE 

SINCE SEMPRA ENERGY 

WAS F O R M E D I N 1 9 9 8 . 

Sempra Energy Resources has three state-of-the-art gas-fired 
power plants under construction - near Bakersfield, Calif., 
Phoenix, Ariz., and Mexicali, Mexico - that will begin operating 
by the summer of 2003. These will be among the cleanest power 
plants in North America, meeting some of the most stringent 
environmental standards. More than 80 percent of the peak-
generating capacity of Sempra Energy Resources' fleet of power 
plants is hedged or under contract. This strategy to build or 
acquire power plants only when we have a predictable market 
for their output is designed to mitigate our risks. 

Underlying the development of the three power plants in the 
Pacific Southwest is a long-term energy-supply agreement Sempra 
Energy Resources signed with the California Department of Water 
Resources in May 2001. California agencies have challenged our 
and other suppliers' agreements at the Federal Energy Regulatory 
Commission (FERC) and in state court, even though these contracts 
have brought stability to California's energy market. We expect the 
validity of our contract to be upheld in all venues. 

In a tough market, Sempra Energy Trading recorded another 
profitable year, operating a low-risk business with products and 
services to mitigate large wholesale energy customers' exposure 
to market volatility. Our trading business differs from others 
because we manage our price and credit risk carefully, while 
keeping our transactions relatively short in term. More than half 
our unrealized marked-to-market earnings become cash within 
12 months and, more than 85 percent, within three years. 

In April 2002, Sempra Energy Trading enhanced its earnings and 
their consistency through the acquisition of Enron's base metals 
trading and warehousing businesses. 

Sempra Energy International's pipeline, Gasoducto Bajanorte, began 
operations in September 2002 with a capacity of approximately 
500 million cubic feet per day of natural gas and full subscription 

The recently acquired 
Iwin Oaks power plant 
provides Sempra Energy 
Resources, with fuel' 
diversity and entry into 
the Texas power market. 
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CORPORATE GOVERNANCE 
& ETHICS 

i No current or former employees 
on the board of directors, except 
for the CEO. 

i An internal audit function 
reporting directly to the board 
of directors. 

i Adherence to strict affiliate-
compliance rules separating the 
activities of the California utilities 
from the growth businesses. 

i Establishment of a Chief Ethics 
Officer, as well as an ethics 
"helpline" for employees. 

i Regular training for employees 
on compliance with the business-
conduct code and affiliate rules. 

for more than 20 years. We have engineered the pipeline to more 
than double its capacity for the future transportation of natural gas 
produced from LNG landed on the coast of Baja California, Mexico. 

Development continues on our Costa Azul LNG terminal in Baja 
California. The facility is in the permitting stages and should be 
operational by 2006. 

Finally, Sempra Energy Solutions has been successful where 
others have failed - providing energy-management solutions 
and outsourcing options to large commercial, industrial and 
institutional customers. I am particularly proud that Sempra 
Energy Solutions increased its net income to $21 million in 
2002 from $1 million in 2001. 

Looking ahead 

In the wake of the many scandals in corporate America over the 
past year, I am frequently asked by investors and others: "How 
is Sempra Energy guarding against similar problems?" With the 
exception of myself, no other member of our board of directors 
is a current or former employee of Sempra Energy. We have an 
internal audit function that reports directly to our board's Audit 
Committee. Ethical business conduct is a key element in our 
company's ongoing success. We have a strict business code 
of conduct and affiliate-compliance rules in place, as well as 
rigorous employee training programs in both areas. 

Furthermore, we are committed to producing clear, accurate 
and timely financial statements for our investors and other key 
stakeholders. Like many other CEOs, in August 2002,1 submitted 
my personal certification to the Securities and Exchange 
Commission as to the accuracy and completeness of our financial 
reports. This certification process continues on a quarterly basis. 
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best 
company 

ON F O R T U N E S L I S T OF A M E R I C A S BEST 

C O M P A N I E S FOR M I N O R I T I E S I N 2 0 0 2 . 

"Straightforward" not only accurately describes how we govern 
and operate our company, but also how we approach our workforce. 
We are proud that, across the Sempra Energy companies, we have 
employees who - from top to bottom - reflect the diversity of the 
markets we serve. Creative problem solving and more thoughtful 
decision-making often are the result of a diverse workforce. We 
were pleased when - for the fifth consecutive year - Fortune 
magazine heralded Sempra Energy as one of America's best 
companies for minorities. We earned the No. 2 ranking in 2002 
and have been recognized among Fortune's top five companies 
each year since the magazine began publishing its list in 1998. 

Sempra Energy remains a vital part of communities in which we 
operate. In 2002, Sempra Energy and its employees contributed 
more than $9 million and 30,000 hours of volunteer time to 
worthy causes. 

We have a sound strategic plan in place to deliver solid financial 
results. We accept only those risks we can fully understand and 
manage. These factors will continue to differentiate us in the 
market and reward our value-focused investors. On behalf of all 
of us at Sempra Energy, thank you for your continued support 
and confidence. 

Sincerely, 
In August ZOOi/SDGSE 
workers battled difficult 
conditions to replace 
power poles and other 
eguipmeht damaged in 
a tire that hurried more 
than 60,000 acres in 
eastern San Diego County. 

Stephen L. Baum 
Chairman, President and Chief Executive Officer 
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Edwin A. Guiles 
Group President 

Sempra Energy Ut i l i t i es 

A SOLID FOUNDATION 
I N 2 0 0 2 , SEMPRA ENERGY U T I L I T I E S C O N T I N U E D TO P E R F O R M , 

P R O V I D I N G S O L I D E A R N I N G S , STRONG CASH F L O W A N D E X C E L L E N T 

C U S T O M E R S E R V I C E . 

2002 SEMPRA ENERGY UTILITIES PROFILE 

Assets 
Operating revenues'' 
Employees 
Service territory 

$9.2 billion 
$4.5 billion 
10,360 

27,100 sq. miles 
Population served (millions) 21.9 

Meters (millions) 
Pipes (miles) 
Throughput"' 
Storage capacity 

6.1 
108,104 
982 billion cu. ft. 
113.1 billion cu. ft. 

Meters (millions) 
Wires (miles) 
Power delivery"1 

1.3 
22,897 
17.7 billion kWh 

'Excludes intercompany sales. 

Southern California Gas Company 
San Diego Gas & Electric 

In 2002, Southern California Gas 
Co. (SoCalGas) and San Diego Gas 
& Electric (SDG&E) successfully 
completed the integration and 
streamlining of their management. 
For the year, the two utilities 
exceeded their authorized return 
on equity and continued to invest 
for the future. 

Sempra Energy Utilities invested 
$731 million in capital expendi
tures for upgrades in gas and 
electric delivery networks, includ
ing additions to serve the utilities' 
expanding customer base. 
SoCalGas completed four major 
expansion projects to its gas 
transmission system, increasing 
capacity and supply of natural 
gas into Southern California by 
11 percent, or 375 million cubic 
feet per day. This new capacity 
is enough to fuel the equivalent 
of more than five new power 
plants, producing electricity to 
light about 2.8 million homes. 
SoCalGas added 61,000 
customers in 2002, bringing 
its total metered customer 
base to 5.3 million. 

SDG&E invested in new electricity 
substations and expansion of 
existing ones, and replaced 

80 miles of electric distribution 
cable. These improvements 
translated into improved electric 
system reliability. SDG&E extended 
service to some 14,000 new gas 
and 20,000 new electric cus
tomers in 2002, resulting in a 
total of 1.3 million metered electric 
and 789;000 gas customers. 

SDG&E's balance of undercollected 
power costs from California's 
energy crisis in 2000 and 2001 
was reduced to $215 million at 
year-end. The balance, which 
peaked at $747 million in March' 
2001, is expected to be completely 
recovered by 2005. The company 
remains on solid financial footing 
and, beginning in 2003, is return
ing to its role as a power purchaser 
to cover the amount of electricity 
not being provided through state 
energy contracts. 

As has been their tradition for 
more than a century, SoCalGas 
and SDG&E continued to provide 
exceptional customer service. 
SoCalGas earned the highest 
customer satisfaction ranking 
for residential gas utility service 
in the Western United States 
in the 2002 J.D. Power and 
Associates study. 
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Donald E. Felsinger 

Group President 

Sempra Energy Global E n t e r p r i s e s 

GROWTH B U S I N E S S E S 
T H E SEMPRA ENERGY G L O B A L ENTERPRISES GROUP OF BUSINESSES 

SUCCESSFULLY N A V I G A T E D T H E D I F F I C U L T I E S OF T H E ENERGY I N D U S T R Y 

I N 2 0 0 2 A N D PRODUCED S O L I D RESULTS. 

2 0 0 2 SEMPRA ENERGY GLOBAL ENTERPRISES 
CAPITAL EXPENDITURES AND INVESTMENTS 

DOLLARS IN MILLIONS 

@ Metals Trading Acguisilioas 

Q Mesquite Power - Arliona 

Q Twin Oaks Power - Texas 

Q Termoelectrica de 
Mexicali power - Baja 
California, Mexico 

O Other Power Projects 

O Other International 
Projects 

Sempra Energy Global 
Enterprises is implementing a 
critical part of Sempra Energy's 
strategy: to develop a broad 
energy footprint in key markets, 
with power plants, natural gas 
transmission pipelines, supply 
facilities, and energy products 
and services. 

Sempra Energy Trading 

Prospering through tight risk controls 
and geographic and product diversity 

In a year when many energy 
companies eliminated or signifi
cantly reduced their energy-
trading operations because of 
financial or regulatory problems, 
Sempra Energy Trading main
tained a consistently profitable 
operation and charted a stable 
course for the future. 

A leader in energy trading, 
the company gained additional 
market share as competitors 
exited the business. 

In 2002, Sempra Energy Trading 
completed the acquisition of 
London-based Enron Metals 
Limited, the leading metals trader 
on the London Metal Exchange, 
as well as associated metals 
concentrates and warehousing 
businesses. The group of acquired 
companies has been renamed 
Sempra Metals Group Ltd. 

Sempra Energy Trading differs 
from its industry peers by care
fully managing its price and 
credit risk, and concentrating 
on shorter-dated transactions 
that convert into cash relatively 
quickly in a competitive market. 

The majority of Sempra Energy 
Trading's business originates from 
large wholesale energy customers 
that require risk-management 
services. The company has further 
stabilized its earnings base by 
cultivating a diverse product mix, 
including natural gas, power, oil 
and base metals. With business 
in 20 countries, Sempra Energy 
Trading also benefits from 
geographic diversity. 

Sempra Energy Resources 

Supplying clean, efficient, reliable power 

for North American markets 

Sempra Energy Resources is 
building natural gas-fired power 
plants near Phoenix, Ariz., 
Bakersfield, Calif., and Mexicali, 
Mexico. All are on schedule to 
begin operations in the summer 
of 2003. 

In October 2002, Sempra Energy 
Resources acquired the 305-
megawatt, coal-fired Twin Oaks 
power plant in Bremond, Texas, 
from Texas-New Mexico Power 
Company. The facility, which 
utilizes "clean coal" technology, 
diversifies the fuel mix for 
Sempra Energy Resources' 
fleet of power plants. 

By the end of 2003, Sempra 
Energy Resources will have 
invested more than $1.5 billion in 
generating facilities, producing 
2,660 megawatts. More than 
80 percent of the peak-generating 
capability of these facilities already 
is hedged or under contract, 
providing more stable and pre
dictable earnings and cash flow. 
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OF 2002 TOTAL NET INCOME CONTRIBUTED 

BY SEMPRA ENERGY GLOBAL ENTERPRISES. 

THE SEMPRA ENERGY GLOBAL ENTERPRISES GROUP BRINGS BALANCE AND 

GROWTH POTENTIAL TO SEMPRA ENERGY'S BUSINESS PORTFOLIO. 

Sempra Energy Trading 
recorded another prof
itable year by continuing 
lo employ a low-risk 
business model and by 
helping customers 
mitigate exposure to 
market volatility. 

Sempra Energy International 

Developing new energy infrastructure to 
increase economic growth and improve 
quality of life in Latin America 

Sempra Energy International is 
pursuing new projects in Northern 
Mexico that will increase energy 
supplies on both sides of the 
U.S.-Mexico border. 

The company's Gasoducto 
Bajanorte pipeline began opera
tions in September 2002. The 145-
mile natural gas transportation 
pipeline, which originates at the 
U.S.-Mexico border and crosses 
Baja California, Mexico, has a 
capacity of approximately 500 
million cubic feet per day of 
natural gas to serve power plants 
and industrial customers. The 
pipeline is fully subscribed for 
the next 20 years. 

Sempra Energy International 
also continued development of 
a liquefied natural gas (LNG) 
terminal in northwest Mexico. 
The company has purchased a 
site for the facility and has filed 
an application with Mexican 
regulators. If the application is 
approved, the facility could be 
operational by 2006 and help 
diversify the energy-supply mix 
in the region. 

Sempra Energy International 
also has partnerships in gas and 
electric utilities in Chile, Peru 
and Argentina. 

Sempra Energy Solut ions 

Helping large customers optimize their 
energy management 

Sempra Energy Solutions provides 
an integrated mix of energy serv
ices that helps large commercial, 
industrial and institutional 
customers manage risks and 
reduce costs. 

With several of its competitors 
exiting the retail energy market, 
Sempra Energy Solutions has 
employed an expansion strategy 
to become a market leader. The 
company generated net income 
of $21 million in 2002, up signifi
cantly from $1 million in 2001. 

As one of the few major national 
players focusing on the large 
commercial and industrial market
place, Sempra Energy Solutions 
provides customers with a broad 
range of energy services. These 
include commodity procurement, 
risk management and optimization, 
energy-efficiency consulting and 
facilities management. 
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SENIOR MANAGEMENT TEAM 

Sempra Energy Corporate 

Stephen L. Baum 
Chairman, President and 

Chief Executive Officer 

Michael W. Allman 

Vice President, Audit Services 

Dennis V. Arriola 

Vice President, 
Investor Relations 

Frank H. Ault 
Senior Vice President 

and Controller 

Diana L. Day 

Vice Presidenl and 

Associate General Counsel 

Joseph A. Householder 

Vice President, Corporate Tax 

Frederick E. John 

Senior Vice President, External 

Affairs and Communications 

John R. Light 

Executive Vice President 

and General Counsel 

Charles A. McMonagle 
Vice President and Treasurer 

Randall B. Peterson 

Vice President, 

Human Capital Services 

Mark D. Randle 

Vice President, 

Energy Risk Management 

G. Joyce Rowland 

Senior Vice President, 

Human Resources 

Thomas C. Sanger 

Corporate Secretary 

Thomas S. Sayles 

Vice President, Governmental 

and Community Affairs 

Neal E. Schmale 
Executive Vice President 

and Chief Financial Officer 

Richard S. Shapiro 

Vice President and 
Associate General Counsel 

W. Pavis Smith 
Vice President and 

Associate General Counsel 
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Sempra Energy Utilities 

Edwin A. Guiles 

Group President 

Debra L. Reed 

President and 

Chief Financial Officer 

James P. Avery 

Senior Vice President, 

Electric Transmission 

J . Chris Baker 
Vice President, 

Chief Information 

Technology Officer 

Steven D. Davis 
Senior Vice President, 

Customer Service and 

External Relations 

Pamela J . Fair 
Vice President, 

Customer Operations 

Terry M. Fleskes 

Vice President and Controller 

Margot A. Kyd 
Senior Vice President, 

Business Solutions 

Richard M. Morrow 
Vice President, Customer 

Services, Major Markets 

Roy M. Rawlings 

Senior Vice President, 

Distribution Operations 

William L. Reed 

Senior Vice President, 

Regulatory Affairs 

Lee Schavrien 

Vice President, 

Regulatory Affairs 

Anne S. Smith 

Vice President, Customer 

Services, Mass Markets 

Lee M. Stewart 

Senior Vice President, 
Gas Transmission 

Sempra Energy 

Global Enterprises 

Donald E. Felsinger 
Group President 

Robert N. Dickerman 

President, 

Sempra Energy Solutions 

Darcel L. Hulse 

President, 

Sempra Energy International 

Michael R. Niggli 

President, 

Sempra Energy Resources 

Steven J . Prince 
Chairman and 

Chief Executive Officer, 

Sempra Energy Trading 

David A. Messer 

President, 

Sempra Energy Trading 

Mark A. Snell 
Chief Financial Officer 



BOARD OF D I R E C T O R S 

Stephen L. Baum 
Chairman of the Board, 
President and 
Chief Executive Officer, 
Sempra Energy 
San Diego, California 

Hyla H. Bertea 

Community Leader 
Corona del Mar, California 

James G. Brocksmith Jr. 

Former Deputy Chairman 
and Chief Operating Officer, 
U.S. Operations, KPMG Peat 
Marwick LLP 
Naples, Florida 

Herbert L. Carter, DPA 
Executive Vice Chancellor 
Emeritus and Trustee, 
Professor of Public 
Administration, California 
State University System 
Long Beach, California 

Richard A. Collato 

'President and Chief 
Executive Officer, YMCA 
of San Diego County 
San Diego, California 

Wilford D. Godbold Jr. 
Former President and 
Chief Executive Officer, 
Zero Corporation 
Los. Angeles, California 

William D. Jones 
President, Chief Executive 
Officer and Director, CityLink 
Investment Corporation 
San Diego,. California 

Richard G. Newman 
Chairman and 
Chief Executive Officer, 
AECOM Technology Corp. 
Los Angeles, California 

Ralph R. Ocampo, M.D. 
Physician and Surgeon 
San Diego, California 

William G. Ouchi, Ph.D. 
Sanford and Betty Sigoloff 
Professor in Corporate Renewal, 
Anderson Graduate School 
of Management, University 
of California, Los Angeles 
Los Angeles, California 

William C. Rusnack 
Former President and Chief 
Executive Officer, Premcor Inc. 
St. Louis, Missouri 

William P. Rutledge 
Chairman, Communications 
and Power Industries 
Palo Alto, California 

Thomas C. SticJtel 
Chairman, Chief Executive 
Officer and Founder, University 
Ventures Network and Virtual 
Capital of California LLC 
San Diego, California 

Diana L. Walker 

Partner and General Counsel, 
O'Melveny S Myers LLP 
Los Angeles, California 
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C O R P O R A T E INFORMATION 

Transfer Agent 

EquiServe Trust Company, N.A. 
P.O. Box 43069 
Providence, RI 02940-3069 
Telephone: 877-773^6772 
Hearing Impaired (TDD): 
1-800-952-9245 
Internet: 
http'.//www.equiserve.com 

Shareholder Services 

Investors with general questions 
regarding Sempra Energy, 
San Diego Gas & Electric, 
Southern California Gas Co. 
or Pacific Enterprises securities 
should contact the company at: 
Sempra Energy 
Shareholder Services 
101 Ash Street 
San Diego, CA 92101 
Telephone: 877-736-7727 
Fax: 619-696-2374 
E-mail: investor@sempra.com 
Internet: 
http://www.sempra.com 

News and Information 

To hear corporate news 
reports and stock updates 
or to request materials, 
call 877-773-6397. Sempra 
Energy's annual report to 
the Securities and Exchange 
Commission (Form 10-K) is 
available to shareholders 
at no charge by writing to 
Shareholder Services. 

investor Relations 

Security analysts, portfolio 
managers and other members 
of the financial community 
should contact: 
Dennis Arriola 
Vice President, 
Investor Relations 
Telephone: 619-696-2901 
Fax: 619-696-2374 

Stock Exchange Listing 

Sempra Energy Common Stock: 
Ticker Symbol: SRE 
New York Stock Exchange 
Pacific Stock Exchange 

Sempra Energy Trust 
Preferred Securities: 
New York Stock Exchange 

Sempra Energy Income 
Equity Units: 
New York Stock Exchange 

Pacific Enterprises 
Preferred Stock: 
American Stock Exchange 
Pacific Stock Exchange 

Southern California Gas 
Preferred Stock: 
Pacific Stock Exchange 

San Diego Gas & Electric 
Preferred Stock: 
American Stock Exchange 

Direct Common Stock 
Investment Plan 

Sempra Energy offers a Direct 
Common Stock Investment Plan 
as a simple, convenient and 
affordable way to invest in the 
company. Cash dividends from 
a participant's account can be 
reinvested automatically in 
full or in part to purchase addi
tional shares, or participants 
may choose to receive all or a 
portion of their cash dividends 
electronically or by check. 
Participation in the Plan requires 
an initial investment of as little 
as $500. The Plan allows optional 
cash investments of as little 
as $25 up to a maximum of 
$150,000 per calendar year. 
Nonshareholders pay a $15 fee 
for the initial cash investment 
in Sempra Energy. Brokerage 
commissions incurred in the 
purchase of shares will be paid 
by Sempra Energy. The Plan is 
offered only by the means of 
a prospectus, which can be 
obtained by calling the Plan 
Administrator, EquiServe Trust 
Company, N.A., at 877-773-6772, 
or through the Internet at 
http://www.equiserve.com. 

Information also is available 
on the company's Web site at 
http://www.sempr3.com. 
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COMMONWEALTH OF PENNSYEWVN1A 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 
P. O. BOX 3265, HARRISBURG PA 17105-3265 

July 18, 2003 

IN REPLY PLEASE 
REFER TO OUR FILE 

Secretary 
717-772-7777 

A-125056 F2000 
A-125121 

DON C LIDDELL ASSISTANT SECRETARY 
SEMPRA ENERGY SOLUTIONS 
101 ASH STREET HQ12 
SAN DIEGO CA 92101 

Dear Mr. Liddell: 

The Application of Sempra Energy Solutions, filed in this Office on June 7, 2003, for approval 
to supply Natural Gas Services as a Broker and Marketer engaged in the business of supplying 
natural gas services, and as a Supplier of natural gas services, is hereby acknowledged. 

Pursuant to the Commission's Final Order, entered July 16, 1999, at M-00991249F0002, all 
entities wishing to engage in the business of a natural gas supplier must hold a license issued by the 
Commission, in order to provide services starting November 1, 1999. 

The application of Sempra Energy Solutions will receive the attention of the Commission, 
and you will be advised of any further necessary procedure. 

Please note there are two docket numbers to reference. One is for the abandonment of the 
license of Sempra Energy Sales, LLC, which is docket number A-125056F2000. The other is for the 
new license of Sempra Energy Solutions, which is docket number A-125121. 

JUL 18?003 

Sincerely, 

•̂7>tt-
James J. McNulty 
Secretary 

JJM:ddt 

cc: Helen Hitchens, Regulatory Analyst 
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COMMONWEAL TH OF PENNS YL VANIA 

DATE: July 18, 2003 

SUBJECT: A-125056 F2000 
A-125121 

TO: Bureau of Fixed Utility Services 

FROM: James J. McNulty, Secre t^ r^ 

Attached is a copy of the Application of Sempra 
Energy Sales, LLC for approval of the transfer of the natural 
gas license of Sempra Energy Sales to Sempra Energy 
Solutions, the cancellation of Sempra Energy Sales' natural 
gas license, and for Sempra Energy Solutions to supply 
Natural Gas Services as a broker and marketer engaged in 
the business of supplying natural gas services, and as a 
Supplier of natural gas services. 

This matter is assigned to your Bureau for 
appropriate action. 

Attachment 

cc: Law 

ddt DOCUMEN 
FOLDER 
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Sempra Energy 101 Ash Street, H009 

San Diego, CA 92101 

Solut ions 

ft)* 
July 30, 2003 

Attn: Doreen Trout, Administrative Assistant 
Commonwealth of Pennsylvania 
Pennsylvania Public Utility Commission 
Commonwealth Keystone Building 
400 North Street 
P.O. Box 3265 
Harrisburg, Pennsylvania 17105-3265 

JUL 3 L- 2003 
>A PUBLIC UTILITY COMMISSION 

SECRETARY'S BUREAU 

RE: Transfer of Natural Gas License from Sempra Energy Sales to Sempra 
Energy Solutions in Dockets A-125056 F2000 and A-125121 

Dear Ms. Trout: 

Sempra Energy Solutions is in receipt of your July 18, 2003 letter requesting that 
we reissue another check to cover the filing fee for the Application of Sempra 
Energy Solutions for a Natural Gas Supplier License. Sempra Energy Solutions 
respectfully submits a check for the amount of $350 made payable to 
"Commonwealth of Pennsylvania." 

Sempra Energy Solutions appreciates your flexibility in allowing us to reissue a 
check. 

Please call me if you have any questions at (619) 696-4816 or via email at 
hhitchens(a)semprasolutions.com. 

Sincerely, 

Helen R. Hitchens 
Regulatory Analyst 
Sempra Energy Solutions 

DOCUMENT 
FOLDER 

Enclosure 

Sempra Energy Solutions is not the same company as the utility, SDGSE or SoCalGas, and Sempra Energy Solutions 
is not regulated by the California Public Utilities Commission. 7-7 
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PENNSYLVANIA PUBLIC UTILITY COMMISSION 

RECEIPT 

The addressee named here has paid the PA P.U.C. for the following bill: 

SEMPRA ENERGY SOLUTIONS 
101 ASH STREET, HQ10C 
SAN DIEGO CA 92101 

DATE 8/ 6/2003 
RECEIPT# 201155 

IN RE: Application fees for SEMPRA ENERGY SOLUTIONS 

Docket Numbers A-125121 and A-125056F2000 $350.00 

REVENUE ACCOUNT: 001780-017601-102 

CHECK NUMBER: 019476 
CHECK AMOUNT: $350.00 C. Joseph Meisinger ' 

(for Department of Revenue) 

DOCUMEN 
FOLDER OCSCETI 
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