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SUMMARY OF DEPRECIATION RATE CALCULATIONS

The following workpapers show the SoCalGas depreciation rate calculations. The
first page (BW-WP-4) shows the depreciation expense for recorded year 2009 and TY
2012. The next two pages (BW-WP-5 and BW-WP-6) show the account rates and
functional group composite rates for Recorded Year 2009, which are used for
Estimated Years 2010 and 2011. The last two pages (BW-WP-7 and BW-WP-8)
show the development of account rates and functional group composite rates used for
Test Year 2012. The 2012 Test Year depreciation rates are calculated using proposed
life and salvage parameters based on updated studies. SoCalGas believes the studies
to be in complete conformance with the CPUC’s “Determination of Straight-Line

Remaining Life Depreciation Accruals” Standard Practice U-4.
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RETIREMENTS, COST OF REMOVAL, AND SALVAGE

Forecasted retirements, cost of removal and salvage are estimated by functional group
for As Expected year 2010 and 2011 and for the Test Year 2012, The retirements are
credited to forecasted depreciable plant and debited to the forecasted accumulated
reserves. Cost of removal is debited and salvage is credited to the forecasted
accumulated reserves.

Retirements
Estimated retirements are calculated using a ratio of a five-year average of historical
retirements to a five-year average of historical plant balances. The ratio is then
applied to forecasted plant balances which result in future estimated retirements. The
annual retirements for a given year are allocated to the months on the basis of monthly
additions. As stated above, the estimated retirements are a credit to plant and a debit

to accumulated depreciation.

Cost of Removal and Salvage

The estimated 2010 — 2011 cost of removal is derived from historical trend using the
average of 2008 and 2009 recorded data multiplying by a factor relative to the
increase of capital expenditures in years 2010 through 2012. The estimated salvage
for Expected year 2010 and 2011 and for the Test Year 2012 is derived by averaging
the five-year history of salvage as a percentage of a five-year history of plant
retirements. These percentages are applied to forecasted retirements (2010-2012).
Cost of removal is a debit to the accumulated reserves and salvage is a credit to the

accumulated reserves.

SCG-27-WP GRC Application - December 2010
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DEPRECIATION EXPENSE
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SOUTHERN CALIFORNIA GAS COMPANY

TEST YEAR 2012
DEPRECIATION EXPENSE

(Thousands of Dollars)

Line Recorded Test Year
No. (20099) (20128%)
1 Underground Storage 17,436 16,505
2 Transmission 24,505 32,015
3 Distribution 181,504 189,557
4 General Plant 67,368 131,594
5 Total Depreciation Expense 290,812 369,672
SCG-27-WP GRC Application - December 2010 -
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DEPRECIATION RESERVES
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SOUTHERN CALIFORNIA GAS COMPANY
TEST YEAR 2012
END-OF-YEAR DEPRECIATION RESERVES
(Thousands of Dollars)

Line Recorded  Test Year

No. (2009%) (2012%)
1 Underground Storage 392,117 421,817
2 Transmission 657,494 709,055
3 Distribution 3,699,715 4,101,633
4 General Plant 381,840 527,270
5 Total Depreciation Reserves 5,131,166 5,759,775
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