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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20548-4561

Received SEC ]

ir
| . ; 12025392
;I JAN 32012 | Janvary23,2012
!_‘\:Vashington, DC 20549
Mark Brooks \ : .
Utility Workers Union of America gec::ﬁon' ’ q 3 “4
markbrooks@uwua.net Rule: ’&Z;L __
Re:  Sempra Energy Public - —
Incoming letter dated January 12,2012 Availability: [~23-/2

Dear Mr. Brooks:

This is in response to your letter dated January 12, 2012 conceming the
shareholder proposal submitted to Sempra by Utility Workers Union of America. On
January 12, 2012, we issued our response expressing our informal view that Sempra
could exclude the proposal from its proxy materials for its upcoming annual meeting.

We received your letter after we issued our mponse After reviewing the
information contained in the letter, we find no basis to reconsider our position.

Copies of all of the dorrespondence on which this response is based will be made

available on our website at http://www.sec.gov/divisions/corpfin/cf-noaction/14a-8.shtml.
For your reference, a brief discussion of the Division’s informal procedures regarding -
shareholder proposals is also available at the same website address.

Sincerely,

Ted Yu o
Senior Special Counsel

cc: Amy Goodman
: Gibson, Dunn & Crutcher LLP
AGoodman@gibsondunn.com



From: Mark Brooks [markbrooks@uwua.net]

Sent: Thursday, January 12, 2012 9:39 PM

To: shareholderproposals

Cc: “agoodman@gibsondunn.com; Mike Langford; Gary Ruffner
Subject: Sempra Energy Shareholder Proposal

Attachments: FBI_memoranda_Sempra.pdf

January 12, 2012

Yia U.S Mail and shareholderproposals@sec.gov

U.S. Securities and Exchange Commission
Division of Corporation Finance

Office of Chief Counsel

100 F Street, N.E.

Washington, DC 20549

Re:  Sempra Energy Shareholder Proposal
Dear Ladies and Gentlemen:

I am writing on behalf of Utility Workers Union of America (“UWUA”) in further response to the no-action
request filed by Sempra Energy in this matter.

On January 12, 2012, the Wall Street Journal published an article summarizing the investigation by the
Department of Justice into recent claims by a former Sempra official that “the company had regularly required
him to approve bribes to Mex1can officials for a range of services.”"! The Washington Post publlshed an article
today on the same subject.!

In addition, the Federal Bureau of Investigation’s internal memoranda concerning that investigation — which are
cited in our shareholder proposal — are now publicly available at the FBI’s website.’] We are including copies
of these documents for your additional information.

These articles underscore the fact that issues concerning foreign corrupt practices — at U.S. corporations
operating overseas in general and at Sempra in particular — now clearly transcend day-to-day business matters
and raise significant policy issues that are appropriate for shareholder consideration. This is certainly true
regardless of the ultimate outcome of the FBI’s investigation into Sempra Energy. '

We therefore urge the Staff to reject Sempra s request for a no-action determination. Please let me know if I
can provide additional information concerning our position in this matter. :

Sincerely,
Mark Brooks

cc:  Amy Goodman, Gibson, Dunn & Crutcher LLP
D. Michael Langford, UWUA National President
Gary M. Ruffner, UWUA National Secretary-Treasurer
1



. ., 075 ecpol.ea

© | Q

(Rev. 65.01-2008)
4 | UNCLASSYIFIED
FEDERAL BUREAU OF INVESTIGATION
Procadonoa: ROUTINE Date: 03/15/2011
To: San Diego , '
Criminal Investigative Attn: gsn
. cu
From: San Diego . -
Squad WC3 b7C
Contact: SAI |
Appxoved By:
Dxatted By:

Case ID #: 205-SD- 7.5 {Pending) ')l

Title: SEMPRA ENERGY;
FOREIGN CORRUPT PRACTICES ACT

8ynopsis: To initiate a full invesatigation of captioned mat .

Details: It is respectfully requested that FBI San Diego
Division (FBISD) authorxize the opening of a full investigation
pertaining to the above-capti and assign it to Writer
and Special Agent (SA)

ICATION:

In Novembezr/2010, the San Diego Union Tribune (SDUT)

and several othex ia outlets.ispfivted on a "whistleblower® -
complaint ' (Sempra or the Company)
employee : was the Con ér_of

Sempra's| empra LNG, fu|:
originall 0 ‘ConstIuct and opetate :

natural gas G) plant in Ensen. lifofnia, Mexico. o
-- —— -—The-complaint-alleged mostly tha was fired by Séempra

for raising questions concerning &q: ate expenditures that

"boiled down to" bribes of Mexican government officials, as well

as expenditures for the construction of a lavish coxrporate

retreat that was paid for with utility ratepayer funds.

Subsequently, the United States Attorney's Office (USA0) for the
Southexn District of California (SDCA) was contacted by !
representatives of Sempra regaxding the claims.

UNCLASSTPIED N
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To: San Dieg From: San DRiego
Re: 205-SD- fm»(«é, 03/15/2011

In response to the miffijfffffles and contact £
separate meetings with and his attorney,
and Sempra representatives were conducted,
tativaes lmmn!LjL.nnpa:tnant.oi.anstiaa.uxmn-“rau

ion, the USAO SDCA, the U.S. Securities and_Exchanhae

Commission {SEC) and the FBI were present. The
interview is documerited in a separate FD-302.

8 meeting

befween the DOJ, FBI, SEC; and Sempra outside counsel was
memorialized in a separate EC, dated 02/10/2011.

In summary; dvised that he was instéscted by
a high-rankirng Sempraemproyee—to provide 180 in pesos

from Sempra's bank account to Sempra employee

use the money t nd with the Ensenada Awtorney General's
(AG's) office. was told the purpose of the bond was to

tover any damag may result from the phys

cal eviction of

squatters located on property ii-Ensenada to which Sempra held

legal

transaction,; came to the beli
the AG's office was a brxbe to an off
to evict individuals
* between the squatter,
going.

title. Due to czrcumstances arising. ‘8ince this

that the cash paid to
al{s) at the AG's office
property dispute
and Sempra is on-

Sempra hired- an indéﬁﬁ:;qnt law firm Wwith experxtise in

FCPA watters to conduct an internal investigation of the. above
allegation. In summary, the internal investigation concluded

-that the cash payment was not a bribe but was used toward the

legitimate posting of a bond with the AG's office. Sempra
provided certified copies of the legal documents that were

cbtained from ! ice evidencing the bond. At the
request of DOJ, was made avails an interview,
which is docum separate FD-302. dvised that he
used tlie money to leg;timately obtain a b the AG's

later

-office. In response to a DOJ reqgquest to p:ov:de documentation. ___

e N

‘from-the AG*$ Gfficé that the bond was still pending, Sempra

confirmed that the money was still being held by the AG's

office and provided a copy of the check when the monéy was
returned to Sempra from the AG' i Given the evidence
provided by Sempra to refute allegation, DOJ concluded

that no further investigatio!

ary regarding this

spacific allegation.

later provided to Writer via e-mail several

documents nitiated additional follow-up with Sempra by

DOJ.

These e-mails are documented in a separate EC, dated
UNCLASSIFIED
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To: San Diego From: San Diego '
Re: 205-8D-26tS » 03/15/2011

02/28/2011. As a result, DOJ requested that Sempra outside
counsel: (1) conduct an investigation of any cash transactions
in Mexico over the last four years; (2) conduct an investigation
of any charitable or pali donations exceeding $25;000 made
by Sempra to Mexican officials or entities over the last four :
years, to include specifically the transactions associated with a
fire station given by Sempra as a charitable donation to Tijuana;
{(3) conduct an inquiry into the allegations that Sempra offexed
cash to members of the Navajo Nation Council to vote in favor of
a Sempra resolution; (4) conduct a review'of consultants and
agents hired in Mexico over the last four years.

Sempra outside colnsel assembled responses to all of
the above inguiries, which are. documented in a separate EC, dated
02/17/2011. Based on Sempra’s responses, it was determined that
further investigation was warranted concerning a trust (Ensenada
Trust or the Trust) established by Sempra for charxitable
donations to the Ensenada community. According to Sempra outside
counsge), the primary purpose for establishing the Trust was to
engender goodwill amongst Ensenada community members. Between
2004 and present, Sempra donated over 57 million to the Ensenada
Trust. Currently $1.8 million of the total $7 million has been
designated or spent. The Trust is overseen by two boards, one of
which includes two Sempra employees and local citizens. In
response to guestions from DOJ, ‘Sempra outaide counsel was unable
to provide immediate answexs concerning oversight of the Ensenada
Trust, to include whether an independent audit of the fund is
regularly conducted, if due diligence is pexformed on donation
recipients, and the names of board members, to include whether
any public officials have served as board members, and whether
those board members are paid a salary. Sempra outside counsel
agreed to research these issues and provide answers to DOJ'a
gquestions. Sempra outside counsel has been unable to provide
such responses as of the date of this EC. ‘

~- = - - .- - - An-infeinal Seipra accounting memorandum provided to
Writer by dated February 131, 2005, appears to refute
Sempra outSIde counsel's explanation for,the initiation of the

Trust and raised addit 1 concerns regard;ng Sempra's

accounting treatmentr0f the Cpmoanw's o the st.
he memorandux written by
; of/Sempra LNG at-Tthe/timé Ehe memorandum was
v S ana current of Sempra LNG. The
memorandum states that EpP& Ensenada Trust was established at the

request of Ensenada Maydr Jorge Catalan and the amount
contributed to the tpdst, $7 miliion, was mutually agreed upon by

UNCLASSIFIED
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To: San Diego From: San Diego
Re: 205-80—qg¢b4 , 03/15/2011

UNCIASSIFIED

Sempra and Mayor Catalan. The memorandum furxther states that "As
a result [of the trust agreement], on August 12, 2003 the Land
Use permit was signed by the Mayor.® The land use permit was
required for Semnra to build ap LNG plant in Ensenada. The Trust
formed the Advisoxy Council and Technical Committee and Mayor
Catalan became the President of the Technical Committee. The
memo states that subsequent to a $500,000 initial contxibution to
the Trust, Sempra's final permit, the construction license, was
signed by the head of the Ensenada City Urban Development Agency,
who raeported directly to Mayor Catalan. The memé further state
"...after the copstruction license was issued, Sempra contributed
the second nt of $500,000 USD to the Trust...® When

Cesar Manci was elected in 2004 to replace Catalan, clllas
t of the Trust's Technical Committee. The' memo
tes, "During Q4 2005, subject to no umplanned
ixpediments [emphasis added], Sempra will contribute
$5,000,000 USD to the Trust." The memo concluded that the
establishment and funding of the trust was a cost associated with
developing the LNG facility and such cost should be capitalized
as part of the plant.

The statements in the above-described memorandum made
by the CFO of the organization clearly indicate the existence of
a quid pro quo arrangement with regard to the establishment and
incremental funding of the Trust in exchange for key permits
required from the city of Ensenada to bulld the Sempra LNG plant.

" It can be aasutmed that no "unplanned permitting impediments" were
experienced by Sempra since the LNG plant was .constructed and is
fully operational today, and the Trust was fully funded for $7
million. Additionally, the Company has been unable to provide
evidence that key contxols are in place to maintain oversight of -
the Trust and the designation of charitable contributions made
from the Trust. According to the FBI's 2008 FCPA Tardgeting

- Asgsessment, Mexico ranked as the third-highest "at-risk" countzry
for corruption by the Conference Group's survey, and the enexgy

-~ “séctor had thé most FCPA actions taken against it from 2000
through 2006.

STATEMENT THAT REOUISITE LEVEL OF PREDICATION BXTSTS:

Based upon the above-described information, to include.
the clear indication of a quid pro quo arrangement regarding the
Ensenada Trust as documented internally by Sempra LNG's CFO, the
apparent lack of contrxols over distributions from the Trust, and

- the risk factexs related to the country in which Sempra took
these actions as well as the business sector in which the Company

UNCLASSI¥TED
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To: 8an Diego From: San:Diego
Re: 205-8SD- » 03/18/2011

operates, there are ample facts and indicators which reflect that
Sempra and its business executives may have engaged in criminal
activity so as to justify the opening of a full invastigation.

0 i PUI E:

A full investigation will be conducted in order to
determine whether a federal crime has occurred, to identify,
locate, .and apprehend co-conspirators, and to obtain evidence
necessary for prosecution.

FEDERAL VIOLATION:

The above facts amd circumstances indicate that the
captioned subject. and individuals employed by the subject
participated in violations of 15 U.S.C. §§ 78dd-1, the Foreign
Corrupt. Practices Act.

INITIAL INVESTIGATIVE STRATEGY:

The initial investigative strategy consists of
identifying those documents and other evidence indicating that
Sempra employees had knowledge of and concealed a scheme to bribe
Mexican cfficials, identifying and interviewing witnesses to the b
criminal conduct, and interviewing the individuals identified as ;.
subjects.

PROSECUTORIAL OPINION:

DOJ Fraud Section Deputy-Chief' Iand
Assistant Uni Attorney (Southern District o

California) are currently the assigned prosecutors on
this matter, and have been involved in all m]f:;::f:ff date with

Sewpra representatxves and witnessas. Both and |
have qgreed to prosecute any mexitorious. case T 13 devel ‘
through the investigation of this matter.

e — e — ]

*”
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FEDERAL BUREAU OF INVESTIGATION

Procedénce: ROUTINE Date: 02/10/2011
To: San Diego
From: San Diego
Squad WC3
Contact: SAI
Approved By: l( b6

Drafted By: Fcﬂlﬁ ' » ki

" Cage ID #: SD 205-0 (Pending)* \?’

Pitla: FOREIGN CORRUPT PRACTICES ACT OF 1977;
ZERO FILE

Synopsis: To document investigative aciAvity regaxding FCPA
allegations against Sempra Energy.

Enslosure(s): FD-302 o V{
FP-302 o

Details:

In November 2010, thefSan 'iego Union Tribune (SDUT)
and sev

e Zomplaint alleged mostly that. bic
£ raising questions concerning
SIS that "boiled down to" bribes of Mexican
government officials, as well as expenditures for the
construction of a lavish corxporate was paid for with
utility ratepayer funds. Copies of irst Amended

Complaint and the SDUT articles are maintained in the 1A section
of the zero file. Subsequently, the United States Attorney's

Office for the Southern District--of California-was -contacted-by - -—- -- --
representatives of Sempra regarding the claims.

In response to the i icles and contact £
Sempra, separate meetings witm.and his attorney,
and Sempra representa held om 01/25/20IT: The b8
interview is documented in the enclosed FD-302. The ki
ollowing i3 a summaxy of the 01/25/2011 meeting between the
Departmient of Justice (DOJ), the U.S. Securities and Exchange
Commission (SEC), and Sempra outside counsel. Present at %

UNCLASSIFIED
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o: San Diego From: San Diego
e: 8D 205-0, 02/10/2011

o

O

Baker & Hcken € was
allegation.

1 _Jhvestigation, which ultimately ¢
- |allegations were without merit.
Ta employees laid off in earxly 2010

Baker & McKsnzie.
ired by Jempra to conduct an internal
investigation of the Foreign Corrupt Practices Act (FCPA)

presented the results of Baker & McKenzie's

] t
Sempra's

within the Company, but was unable to identify a

[ffif:;f:fuction in Foxce" program., Sempra attempted to relocate
po

sx2tion for him.

FCPA allegation
concerned a cash transaction in which
execute the eviction of a asquatter on

was i

he company

nvolved to

"in Ensenada Mexico

to which Sempra held legal title. Sempra had initiated a legal
possession,
and was

office that a
bond would be required to cover any damages that may result fxom
the physical eviction of the squatters. Several options existed
for posting the bond, including a cash deposit, mortgage, pledge,
trust, personal bond or corporate bond. Sempra was notified on
or about 09/13/2006 that a small bond would be required for the
Despojo and that the execution orxder would take place between
3:00am and 5:00am on 09/15/2006. Since Sempra was gilven only one
day to post the bond, Sempra's only option was to pay cash to
post the bond since every other method would have required more

proceeding in Mexico, known as a
proceeding against the squatter,
informed by the Ensenada Attorne

than _one day to obtain.

———— - - -

was instructed to withdraw 180;000 Mexican

ALY of t
by wWhen

office on 09/14/2006 fo retrieve the cash,

UNCLASSIFIED
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To: San Diego From: San Diego
Re: 8D 205-0, 02/10/2011

all 180,000 pesocs; however 00,000 pesos
was required foxr the bond.
120,000 pesos in case more ' provided a

Dy of the receipt signed b : _
rm_un_n_:iqsos. Agso pggsenty office was

mgned as a witn ceipt, al

ook the 120,000 pesos and went, to the a

" ice, where he paid 100,000 pesos for the bond.
received a certified copy of the receipt. la
accompanied the members of the AG's office-vo-tmeproperty

whezeupon th ion was effected at approximately 3:00am on bE
09/15/2006, iately went from the eviction site tﬂ

rehearsal dinner and was married on Saturday, 09/16/2006. bic
‘was unable to take h ; ip to Italy due to his

involvement with the eviction and the subsequent

media and legal £alldUET. purchased first class plane

tickets to Italy for id his wife, which the Company texrmed .

a "spot” bonus, so i conld take his honeymoon trip at a L

later date.

mevided the following accounting of the 180,000
pesos wi awn from the Bancomer bank account:

" Returned td : | 60,000
Bond payment 100,000
Tolls 330
Sundry supplies . 5,228
Returned te company 14,382
Total 180,000

The sundry supplies wexe purchased by@at Home Depot for
the company's sécurity force that sta property to take
custody of it and to ensure the squatters did not retuxn. A
receipt for these purchases was not available.

T TTT T gpzovi‘ded copies of the documents -that-were ~ - .-
obtained ITom The Ensenada AG's office evidencing the bond. The bff
docu i {ts time of issvance as "20:30" hours. An email - b7e

to Sempra corporate ive irming that
ad delivered the cash to| n ad just lYeft

his office was time-stamped after 10:00pn. speculated that
the reason for the time discrepancy was ei t the Ensenada
AG's office mistakenly wxote 20:30 on the the accurate
time was 10:30pm, or the time-stamp on the email was
inaccurate.

UNCLASSIFIED
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San Diego From: San Diego : .
: SD 205-0, 02/10/2011

To

®
L]

— In the 3.5 yaars follc ing this transaction until
as laidoff]  |never voiced concerns about this

transaction to anyone Within the company. Sempra £
conduct and a stand-alone FCPA compliance policy. | .
signed SarbBanes-Ozley certifications and FCPA cextificdations

every year reported this incident as a possible FCPA

violation. Iheld guarterly meetings with a .

Sempra in-holuse attorney responsih 'CPA compli ’ rt b6
of a Mexica ation review. ‘ never once bic
concerns to regarding potentia violations.

never ralsed any concerans about FCPA violations at his
Controller meetings, which wesrse atrtended by approximately 12
individuals. WMot until] = [received notice that he would be
laid off from the Comparny did he ask a question about the cash
transaction that had :ccurred in Mexico with regard to the bond.

b1C

At that time, asked a subordinate to email company
documents to al email account regarding the
transaction.

on=going complaint against the Company has
evolved from a wrongful termination suit with regard to age _
discrimination, to an allegation that a corporate structure built
in Ensenada, Casa Rzul, was paid for with rxate payer money, to an

allegation of bribing a foreigp Sempra's fixst contact
. attorney after| |
was entitled to somg FONEES B
mention of FCPA violations. | |

as laid off stateqd that
elief, but made no
has had three different o
attorneys to date in his on-83 Iplaint against the Company. o
, mary,@imerﬂal investigation concluded
that s adi ex-employee who wants to extract
mone! Company by whatever means necessary, and that the

allegations of an FCPA violation are without merit. The cash was
used ‘toward the legitimate posting of a bond with the anent.

AG's office and was .not a bribe. All documents provided by
are- maintained in—the 1A section-of-the-zero file.- - ~--

E:ldid not conduct any interviews of individuals

within the L AG's office, primarily due to safety
concerns. complaint did not name tlra_nezsm_ﬂ.ﬂn.n.__'
:fl;):' i': office who was bribed and furthermore|]

works at the AG's office. | __lis known to
vith cartel members and| ] !attorney, vwho
represents many cartel members, 1S KnoWhR as lo."

UNCIASSIFIED
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To: San Diego From: San Diego
Re: SD 205~-0, 02/10/2011

Based u sentation provided by "

was asked to mak vailable for am interview. as
interviewsd op 0270 ::E:f:::fﬂ;;d in the enclosgg 2.
Eollowing ] as asked to provide .
dooumentation from the Ense s office that the E“lﬂb 000 BESS
bond is still pending.

572011, Writer received tw from

forwarded two emails from One email
related to the construction of a fire stati paid fox
by Sempra and donated to Tijuana. The payment -of these expenses
circumwented the txadit;onal.approval proceas. 1

£

- alrs cabinet
These ppuman also clrcumvented the tradatlonal
approval process. also stated in his email that he had
arview To Chanhel 10 news regarding our meeting with
_ emails and attachments are maintained in the
F che zero file.

. iia articles published on 02/06/2011 regarding
I meeting with government investigators are maintained
n the 1A section of the zero file. Writer located a web link in
the comments +o0 a document from
Navajo Natio to the Speaker of
the Navajo Ha FX) ed 11/08/2010 and

its purpose is to veto Resolution No. C0-42-10, which granted
Sempra and a piping company (non-Navajo entities) exclusive
rights to a wind project on the reservation. Certain Navajo laws
were disregarded:in approving the resolution; furthermore, the
letter states that reports. were received that Sempra -and the
piping company representatives offered certain elected officials
cash for their v of the resolution. In addition,
Council Delegate tated on the f£loor of the Navajo
Nation Council that on 2010 he was offered “campaign funds"

“by Sempra to “vote greeﬁ."‘“h copy “of this letter is maintained---

in the 1A section of the zero file.

Based upon the foregoing information and that -

doc the. enclosed FD-302s, AUS and DOJ Deputy
Chief concluded that. insufficient evidence exist:
criminal prosecution in this matter as it relates. to the

FCPA allegation against Sempra. However, given this and Other
similar allegations of misconduct concerning Sempra's business
operations, Sempra was requested to undertake the following

actions during a telephone call with[ —— Jon 02/10/2011:

UNCLASSIFIED
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To: San Diego From: San Diego
Re: 8D 205-0, 02/10/2011

1. Obtain evidence from the Ensenada AG's office that
the 100,000 peso bond is still pending:

2. ©Conduct an investigation of any cash transactions
in Mexico over the last four years;

3. Conduct an investigation of any charitable or
political donations exceeding $25,000 made by Sempra to Mexican
officials or entities over the last four years, to include
specifically the transactions associated with a fire station
given by Sempra as a charitable donation to Tijuanas

4. Conduct an ingquiry into the allegations that Sempra
offered cash to members of the Navajo Nation Council to vote in
favor of the Sempra resolution,

S. Conduct a review of consultants and agents hired in
Mexico over the last foux years.

[::::;;]advised that he would relag our requests to Sempra and
provide a response. Results of the aforementioned actions, once
received, will be reported in a separate communication.

L 4 4
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UNCLASSIFIED
FEDERAL BUREAU OF INVESTIGATION
Precedence: .ROU';!'INE Data: 02/17/2011
To: San Diedgo be
From: San Diego . b7
Sqguad WC3
Contact: SA
npprovad.ng:_v &f,
Drafted By: ss jﬂ/

—

Case ID #: SD 205-0  (Pending) * .\

Title: FOREIGN CORRUET PRAQTICE! ACT OF 1977;
ZERO FILE

Synopsis: To document investigative activity ‘regarding FCPA
allegations against Sempra Eriergy (Sempra or the Company).

Rafe;onoa: SD 205-0 Serial 12

Details: On Wednesday, 02/16/2011, a meeting was he be
ticipants: FBI Special Agents _ and
G .S 5e itieg ommission C)
attorneys .n— Rssistant United
States Atforney (AUSE , ) R Rent _of Justice {DOJ
uty Chief (Fraud Section] _Attorneys
d T Jones Day law rizm representmg
, and Controller for Sempra Liguified Natura
Gas (LNG) ik v-—The meeting topk place as a result of

Q‘emp";:a s response to information redquested by the DOJ and SEC
gard;ng allegations of Sempra's misconduct discussed in a
ephone call on 02/10/2011, as documented in

referenced Serial. mand providéd a port¥olio of -~ ~ T T -

documents to sSupport sempra's responses. References to these e

documents will be made throughout. All documents provided by bic
Sempra will be maintained in the 1A section of the zero file.

The first matter presented addressed the allegation
that Sempra offered cash to members of the Navajo Nation (NN)
Council to vote in favor of a resolution granting Sempra
exclusive rights to a wind project on a Navajo reservatjion in
Arizona. tlstated that the Foreign Corrzupt Practices Act of

UNCLASSIFIED
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To: San Diego From: S8an Diego
Re: SD 2050, 02/17/2011

1977 {FCFA) would have no jurisdiction in this matter for these
three reasons: 1.) the ECPA applies to foreign sovereignties, and
although Native American reservations are dependent political
copmunities, they are ultimately under the savereignty of the
U.8.; 2.) in legislative history, the FCPA was established to
address concerns with business conducted with foreign countries:
and 3.) a separate statute within Title 18, United States Code
(USC) 666 covers bribes with Native American tribes.

From 2008 to 2010, Sempra partnered with Interﬂgzignal
Pyoducts, Inc. (IPP) to negotiate a leasergg;ggnﬁn;1for a
1 on Gray Mountain wi

on 0670372010

bé
b7Cc

expr3331ng Sempra 3 derTs effo ?‘ to negotiate
the wind project proposal du' to ”lack of satisfictory progress"
(Tab A-1). In August of 2010, the NN Council informed Sempra and
IPP that circumstances surrounding the wind project had changed
and encouraged both parties to at ¢es Committee
meeting on 09/23/2010. IFP? Agent| who iived on
the Navajo Nation reservation, accepted,fnhe invitation; however,
no Sempra employees attended. During s meeting, Resolution

No. CO-42-10 reestablished negot;at;ons for the wind project
between Seripra, IPP and the NN. On 10/21/2010, the Navajo Iribal
to vote on the above rxesolution. NN Council Delegate
announced that he would not vote on the resolutio
uSe he had been offered campaign funds at the 09/ lefi::]
meeting to "vote green." Attending NN members admonished

not to make this allegation simply because he was on the losing
end of a favorable vote. The resolution Bubsequently passed.

On 11/08/ QLD _as g8 resu.l.t of :]bribe 7 allegation
] a memorandum I:?
stating that ie—vetoeu: bo
T E Jecisionsto negotiate a lease wi and IP ¢
(Tab A—2}. | [ollowed with a letter t on
11/12/2010, wWhich expressed that Sempra stood n their
decision to cease negotiations on the wind progect. that Sempza
took the bribery accusation seriously, and that consequently,
g?mpra initiated an independent review of the allegation (Tab A-

| The NN and Rules Office (NNERO) intexviewed| |
on 11/16/2010 r legation. On 11/18/2010, NN
Council Delegat provided a memorandum to

UNCLASSIFIED
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To: San Diego From: San Diego
Re: SD 205-0, 02/17/2011

UNCLASSIFIED

asking that th ouncil overrid veto of Resolution .
Mo, CO-42~-10. claimed that neither Sempra nor IPP solicited .
any vote from any council delegate and that ‘the council demanded

rovide proof accusation at the recorded 11/10/2010

g (Tab A-4). was unable to provide any procf. The
NNERO notified a memorandum dated 11/20/2010, that they

not init. investigation of the allegation because

could not provide substantive information relative to the
pexrson's name and whether the person was a NN elected offi
employee (Tab A-3). On 11/22/2010, the NNERO also notified
in a memorandum that they would not investigate his allegation
z?thouu both the subject and personal matter jurisdiction (Tab A-
. 7 ,

In a faxed let 12/17/20
consultant and former advis at he had
spocken to several members o e n some council

delegates to leaxrn that no one xiouSly when he made
blic bribezy all : oxmed that during
NNERO intexview, laimed he was approached by a man
he had never sesn befo

offered a campaign donation to vote green. stated that the
NN was not planning to file any charges agalnst Sempra (Tab A-7).

On 12/18/2010, prouided a signed declaration
(Tab A-8, document retaired Bby] | On 12/22/2010, the
NNERO formally notified Sempra by way ol a letter addressed to
that they had interviewed| |
jon, would ?ot be able to in¥ jate
ation (Tab A=9). In conclusion] |
12/30/2010, stating tha EMpra wag surprised to learn
allegation, asked why  |did not report the alleged
bx it supposedly occurr®d in September, and requested
send details of the allegation to Sempra in writing.
ag not_yet responded to this request as of_02/17/2011.

uld not identif: by name when

‘ advised that Sempra hire o:
and in Arizona to conduct an inde . he
on which wa i geing. The DOJ requested that
inquire wit as to why the invéstigation had not
een closed based tcome of the NNERO probe.

The second matter presented addressed concerns
surrounding transactions assocliated with a fire station. given by
Sempra as a charitable donation to the City of Tijnana.

UNCLASSIFIED
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To: San Diego From: San Diego.
Re: $D 205-0, 02/17/2011

In 2007, :a subsidiary of Sempra Pipelines and Storage
(P&S) responsible/for laying pipeline, TGN, began construction of
p;pelines cross'ng through populated a As an act

/
and approved by
{Tab B-1). The estimafle

579. A subsequent donation agre ent between TGN and
Tijuana was drafted and signed (Tab B- 7, a
contract was executed between TGN an the
contractor) for construction of the £ station (Ta 3). All

funds for construction went to the contractor. Section 36.1 of
the contract {unofficially translated in Tab B-4) addressed FCPA
rules stating that the contractor agreed to comply with and
enforce the law against corrupt practices committed abroad.
Construction of the fire station was completed and the City of

Pijuana issued a receipt of donation to TGN in the amount of ng
MX§5;754,143.06 on 11/30/2007 {Tab B~5) issued for tax purposes. '~

presented photographs of the fully constructed fire
station and ribbon cutting ¢eremony.

For further .clarification, DOJ Deputy Chief
requested that Sempra undertake the following actions as they
relate to the fire station donation:

1. Locate relevant permits on file for the P&S
Community Relations Department.

2. Provide the approval process for this type of
donation.

3. Determine use of consultants/agents in building of
the fire station.

The third matter presented addressed charitable =
donations and political conty ons over $25,000 paid in Mexico
between 2007 and present. provided an Excel spreadsheet
of all charitable donations within the parameters above as well
as Sempra'’s Corporate Giving Policy revised on 10/01/2010. No
political contributions- have been paid since it is illegal for
foreign companies to make coentributions to Mexican officials .per
Article 77 of the Mexican Eederal Electoral Code.

»

Charitable donations by Sempra are made in one of three
ways: either 1.) directly to a charitable organization; 2.) to

UNCLASSIFIED
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To: San Diego From: San Diego
Re: SD 205-0, 02/17/2011

the Intexnational Comsunity Foundation Grant, an organization
similar to United Way, which distributes funds to other
charities; or 3.) to the Ensenada Trust created by Sempra to
supg::g long texm needs and priorities of thn community Qf
Ensg 2.

Between 2004 and present, Sempra donated ovexr $7 -
million to the Ensenada Trust. Currently $1.8 million has been
designated or spent and $5.2 million remains in the trust. The
trust is overseen by two boarcsf o%e of which includes two Sempra

employees and local citizens. provided color images of a
wooden basketball Sourt with the Sempra logo, which Sempra
donated to the Boys and Girls Club of Mexico as well as a
classroom of computers.

Due to the the trust and its potential for
being a "slush fund,” requested that Sempra address the
following concerns:

. : bs
1. Are there independent auditors of the trust fund? P7¢

2. Was the $1.8 million spent audited?

3. How often is the trust audited?

4. Is there due diligence con direct donations?

5. Provids the names of all board members since the
trust's 1nceptian and whether they are public
officials.

6. Aré board rembers coppensated?

The fourth matter presented addressedrcnnanltan:f]and
. .. Agents_nsed. by Sempra over the past four years. .

Sempra LNG Controller since April 2010, was present to discuss
his knowledge of the vendor approval and audit process. Between
the three subsidiaries, LNG, Generation and P&S, there are
approximately 2,800 vendors, to include consultants and agents.
0f that total, 50 vendors alone provide services and supplies to
the BEnsenada LNG (Energia Costa Azul or ECA) plant. All vendors
have a tax jdentification number, which Sempra uses when it
reports to the government payments made to that vendor.

The 2005 procdrement process involved a written
contract which included an engagement letter. The consultant and

UNCLASSIFIED
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To: San Diege From: San Pliego
Re: SD 205-0, 02/17/2011

counter party would sign the contract. If the vendor was a sole
source, a form was signed by a supervisor one level above. There
was no follow-up to inspect the books and records of vendoxs
Sempra used. ©Once a vendor was approved, a purchase request for
that vendor was signed by a supervisocr and procursnent
representative. Any request over $50,000 required legal review.
Before payment was made to the vendor for products or services
received, a certification by the receiver was needed. There have
been no red flags found in the procurement process, but any

ve cerns would come to the attention of the Controller,

To knowledge, Sempra does not maintain "due d;l;gence“
files on its vendors in Mexico.

Yy
r (‘:ontrollers.

FCPAfconcerns to - buzing balance ZNeet r&Views, the bond
paid to the Ensefigda AF By General's (AG jce for the
eviction of never came up. became aware of
the bond in E 010 when ntrollexr of

Mexico informed

- : ask the bond szmn.ty_]
be personal email account. confinnta
in San Diego office about st.l !

respon at. h d to cover himself and haw its
for his records.T;:iffTasked if something was wrol -
transaction, but Teceiv direct response fron AS a
result of this was not surprised when

filed a lawsuit. eview 6f the bond transaction revealed
that it had been accounted for, all documentation

available, and hack to

statea thad

became Con e account to
find and fix errors.

' The fifth matter presented addressed the question 6f -
whether the MX$100,000 bopd paid to the Bnsenada AG's Office in
2006 was still pending. | |provided a copy of a certified
document issued by the 2 ffice dated 02/10/2011 advising that

the MX$100,000 was being reinbnrsed and was on its way back to

Sempra. & asked to know the status of the DOJ and SEC's

investigation of the bond allegation. He exp t the
dia attention being generated fr and-
accus e embarrassing to S eeded to

put to bed. advised that there did no
any need to further inyestigate the matter and tha
UNCLASSIFIED
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To: 8San Diego From: San Diego
Re: SD 205-0, 02/17/2011

would determine the appropriate means by which to formally
decline the investigation only as it related to the bond
allegation. ,

In clusion, stated that the FBI shoul
: individuals he believed were invo

ig a|

‘ the pro T Ensenada and
would ge of monles pald by Sempra. The six hour

confrontation at the LNG plant by the local Ensenada force
11/2011 was- created, paid for, and_ 3 I
stated that the license plates o A

he vehicle's registrations and his

with Mexico license plates is equipped to] |
uses his wife's social security account numbexr and his bE
passport is missing 5. He has a pattern of creating bic
and suspending entities. as a relationship and travels
with the Mayor of Ensena gration, Customs and Enforcement
{ICE) were investigating but the investigation is
currently on hold, : /}

The second irigj.m_ggl
and claims to be 1 )

pusiness, I'Bas"a , 1
address. | Havspo—Tmat] - |was sending phony press
releases 'T . analyst ipulate stock trading; howevex,
there i i L1 inn
stock,

V.
*e

UNCLASSIFIED
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UNCLASSIFIED ,
FEDERAL BUREAU OF INVESTIGATION .
Procaedenca: ROUTINE Data: 02/28/2011
. To: San Diego ' .
JFrom: San Di N

Squad WC3
Contact: Sa

Appzoved By:l_ A bé
Drafted By: @ B7C

Case ID #: SD 205-0 (Pending) ’ l‘.‘k

Title: FORETGN CORRUPT PRACTICES ACT OF 1977:
ZERO FILE

Synopsis: To document cunents from
attorney representing
Reference: SD 205-0" Serials 12, 13 /

Details: On 02/11/201} s
series of e-mails from b7C
. . s :;: - i"e
representq | y
a 'w e TOWE ompriainant against Sewmpra Energy, as -
| in referenced serial 12.

Attached to the first e-mail received on 02/11/2011
were two additional documents related to potential and alleged

~

bribes made by Sempra to Mefican officials. One atta a

Sempra internal accouating. memo, dated 02/11/2005, frgziff:;f:f]
“'_“‘"'*[;;:::lfa"fﬁé"rtté"7‘entitled:*Accounting-for"the~Energ;a-- SEa— —--- - = — -

zul Trust Agreement.” The memo discusses the histoxry of the

Ensenada Trust and the company's reasoning for capitalizing the
expenses for the trxust as they were directly associated with -
developing the company's liquefied natural gas (LNG) facility.
The second attachment included a series of e-mails between Sempra
personnel discussing the building of a fire station in Tijuana.
Sempra financed the entire cost of the fire station. -Sempra T bE
provided a presentation to Writer and representatives of the U.S. ‘b1C
Department of Justice and the U.S. Securities and Exchange

. UNCLASSIFIED %’
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To: - San Diego From: San Diego
Re: SD 205-0, 02/28/201Y .

Commission to answer, in part, the allegations stated above, as
documented in referenced serial 13. .

-~ +—--= - - QAkso-on02£11/2011, lsent Writex an e-mail
stating that the mayor of Erisenada apd police "stormed™ the LNG
facility in Ensenada, claig Sempra acgquired permits
illegally. On 02/12/2011, sent Writer another e-mail

. stating that the Sempra CEO "dumped” B8 million shares .of Sempra
stock on the same day that the LNG facility was raided.

All documents detailed above will be maintained in the
1A section of the zero file.

*"”
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VETERANS® APFAIRS COMMITTER Face (202) 2255073
333 ¥ Smmexr, Sunrs A
I Omria CALIFORIL 91900
WAGIORIATIONAND NRASTMICTURE  C\ONGRESS OF THE UNITED STATES T By 720
——— HOUSE OF REPRESENTATIVES 151 mmw
u:::m ’ ) Fax: o) 3454013
- A ERaAiSY Masladtiuibr? . Mmm
Acting Agent-In-Charge
Federal Bureau of Investigation
9797 Aero Drive b6
San Diego, CA 92123 : ' »7C

Dear

[mmﬂymetwiﬂ{ |andhisat&nncytodimo i pations of
wrongdoing by 2 Fortune 500 company, Sempra Energy. Specifically, seussed
several different acts of violations of the Federal Cormapt Praclices Act.

I;anomedmthahchadmetwithhwymﬁ'omtmus.qu'hnmtoﬂmticeand
,S. Securities and Exchange Commission, along with special agents with the Federg
Bureau of Investigation. Separately, I met with a member of the Me:nmn eSS
others who shared similar stories frand and brihecu tted i
. Additionally, I have learned that San Diegg
has called for a federal investigation into Sempra Energy's business dealings in Mexico.

Based on my meetings and additional invwﬁytions my office has conducted, I request an update
on your investigation of Sempra Energy and urge you to continue with the investigation until all
persons and entities who have violated eny federal laws have been brought to justice.

K1 can be of any assistance, please feel free to contact me or Jessica Gomez of my staff at
(619) 422-5963

A B — —_———— . en .-
. - —— ——— —— . - —_ ———— e e — e e
~— e —— ~ -

ly, Z
Manber ofit Congms
. » .
BF/ig " _2&,__
2568864 . - Gy :

¥

MAR 09 201
FBl - SAN DIEGOD

805 ~SD%-'fa¢egj; ) i7 2

PRMTED ON RECYCLED PAPER
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FEDERAL BUREAU OF INVESTIGATION
Precedanca: ROUTINE - Date: 03/10/2011

From: San Diego
Squad WC3
Contact: SA

' b6
Approved By: _}zf vic
Dxaftad By: saugﬂ(
Case ID #: 205-SD-72665 (Pending)zg

Title: FORBIGN CORRUPT PRACTICES AC
ZERO FILE

-OF 1977;

Synopsis: To document investigative activity iega:ding ECPA
allegations against Sempra Energy (Sempra or the Company)
Beferenca: 205-8D-72665 Serial 5

Details: On Wednesday, 03/10/2011, a meeting en »
the following participants: FBI Special Agent4t::;::::;::f:1and
[ lu.s. ities and Bxchange EC)
attorneys Assistant United
States AtLB!ﬂEY'THUSKT ent of Justice {DOJ)
Deputy Chief (Fra
I and

and Attorneys
5T Jones Day law firm
representing Semp ook place as a follow up to
the 02/16/2011 meeting between the DOJ, SEC and Sempra (see
referenced Serial S), during which the DOJ and SEC requested

additicnal ormation regarding Sempra's alleged acts of bs
misconduct, dvised that Sempra was not, prepared to b7C
“discuss sém eriadaTrust nor -Sempra‘'s-use of - - - - . -
agents/vendors in Mexico. BAll documents provided during thls
meeting will be maintained in the 1A section of the case file.

Regarding the MX3100,008 bond | turned by the
Ensenada Attorney General's (AG Office,

£ attorney,
iﬁf:f:i:dviged tha & mope ool into the Energia
o3ta Azul {ECA) account and furn;shed a copy of the $MX100,000

UNCLASSIFIED b6
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To: San Diego From: San Diego
Re: 205-5D-72665, 03/10/2011

check, number 0037149, and the Judicial Power of the State of
Baja California document verifying the xetuxn. :

l Qd and in ArizZona, an external
investiga ¥y osempra to inves tigate the Navajo Nation
_bribe allegation, rendered his £ip nyestigative report.
dvised that attorney, clerked for

, B second year of clerking

as an. AUSA in the Arizona

interviewed complai i,
last week. had
a complete nge of recollecty previous cla t a
Sempra or Ijternational Piping P c. {IPP) employee
offered him a bribe to “vote n stated that it was a
group of six (6) to eight (8) apter Navajo Nation
members that approached hin ered to help him with his

project. stated he was offeréd no money.

’ As part of his investigation, |reviewed all of
Sempra's expenses related to the wind project negotiations
betwsen 01/01/2007 and 12/31/2010, All receipts for these
expenses were legitimate. A review of Sempra's political action

committee (PAC) ﬁf t ho payments were made to any Navajo
]

campaign Ef:ff]voted in favor of the proposed Sempza/IPP wind

Nation members. interviewed all Sempra and IPP

employees who wo have attended egotiation meetings and

all denied making any payments to or others. A review of
- electronic communications, soxted by word/phrase, :

indication of a plan to influence Navajo officials. |

ritic of the wind project from the very b q

investigation concluded that no evidence existed to
‘ cts that Sempra had violated any law.

0

At referenced meeting on 02/16/2b11 the DOJ asked
-+ - Sempra- to provide the following as they pertained to the

construction and donation of a fire station to thé City -of - --

Tijnana: 1.) Pipelines and Storage {P&S) Community Relations
Department permits; 2.) Sempra's donation appxoval process; and
3t) the use of agents/consultants in building of the fire
station.

advised that the sole purpose for donating the
fire station to Tijuana was to build community relations. Sempra
believed it would be beneficial for Tijuana to have a fully
functional fire station in the event of a worst case scenaxio gas
pipeline eimergency. Sempra publicly admitted to funding the

UNCLASSIFIED
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To: San Diego From: San Diege
Re: 205~5D~72668, 03/10/2011

station. The donation had nothing to do with the process of
obtaining pexmits for pipeline construction in Tijuana;
there§ore, it was never a quid pro quo, but rather an "in kind
donation.”

v essary to build the fire
station. for
fire station, n 2 ra employee for

T hy/Sempra

hand ed the

Lf?o 1 packet to ‘m&: approval. - permit for
cofistruction of t ire station was granted from the City of

Tijuana on 08/24/2006. Funds to construct the fire station were

derived from business unit, not the Community 'Relations
Department. dvised that since Sempra always complied
with guideli re was never an uncertainty that the pipeline

permit would be granted.
_Sempra employed and paid only
e

construc was
ired to d paid a to
I The second.| i
| and paZd a total of approximately . The

completed pursuant to slgned ccntracts with anti-bribery Foreign
Corrupt Practices Act (FCPA) provisions. Invo:.ces from the

vendors were submitted to TGN with backup, ; g documents
wexe approved by management. one level above rand. payments
to vendors were mada in ?eiren {7) installne

o attorney, nrovided
SA Wl : and- - ~
Sempra Energy The axticle

stated that tiTee months alter its dedicaty¥on, the $600,000 fire
station built and denated by Sempra to thd City of Tijuana, sat
abandoned, vandalized, and withomt electricity Photographs

attached to the article show a ver g. In the
related email, dated 02/22/2008, if the
donated fire station had been abandoned. that the

City of Tijuana had abandoned it and that i
see about possibly getting it back.® AUSA askedl ito
explain the allegation that the fire stati i been vacated.

UNCLASSIFIED
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To: San Diago From: San _Diego
Re: 205-3D-72663, 03/10/201

UNCLASSYIWFIED

;:Ezated that a week befoxe its dedication, the building had
alized; however, it was cleaned up, and is fully

" operating téday.

requested a letter of declipation from the DO
and SEC stating that Sempra was [ - ﬁ investigated in

relation to the bond allegation. advised. that the DOJ L6
would be willing to provide this; however, the letter would state wic
that despite the closurse of bond allegation, Sempra was

continuing to yoluntapily provide other information to khie DOJ

requested that the declination letter be
rovided T than 03/24/2011, since Sempra vwas scheduled to

ave an investor call on that date and the issue -of the bond
allegation would likely come up.

agreed to meet again once Sempra was able to
provide information related to the BEnsenada Trust and the use of
. agents/vendors in Mexico. -

*
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FEDERAL BUREAU OF INVESTIGATION
Precedence: ROUTINE ‘ Date: 05/10/2011

- Lo: San Diego
Prom: San Diego

Squad W3
Contact: SA

) Y
Approved By: | |K bIcC
Drafted By: :ecpﬁbe .
Case ID §: 205-SD-72665 (Pending)'} ”

Pitle: SEMPRA ENERGY: _
FOREIGN CORRUPT PRACTICES ACT

Synopsis: To document investigative activity regarding FCPA’
allegations against Sempra Energy {Sempra or the Company).

Details: On 05/06/2011, lattorney with
Day law firm, ppawi review by Assistant Unj
Attorney (AUSA) m:iauaﬁggs
and the| o 1
reg on of a charitable trust by Sempxa for the

benefit of the Ensenada community. Sempra was not willing to

allow the Department of Justice to retain a copy of the letter, be
so as not to waive any attorney/client privilege in the on-going b?C
inguiry regarding potential violations of the Foreign Corrupt

i Practices Act (FCPA) by Sempra in Mexico.

A®

The letter, dated 03/26/2004, provided a review of the
proposed trust's operating rules and provided an opinion as to

T the could constitute a violation of the FCPA. ’
: d opineéd, "Haséd Wi~ the trust's-operating-rules,— - - - — ...
: ing t The rules specifically mention prohibitions of

benefits to family members of the trust members and government
officials, and require all actions to be in compliance with FCPA,
that the trust was not in dangex of violating the provisions of
FCPA. The letter further asserted that all majox project
permits, including land use permits, required to be, issued by the
City of Ensenada had already been issued, thus eliminating any

i concern that the funding of the trust was. contingent upon the
granting of essential permits by the City.

UNCLASSIFIED
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To: San Diego From: San Diego
Re: 205-8D-72665, 05/10/2011

AUSA inquired of Coates whethei the assertion
regarding the isition of permits was true at the time the
opinton letter was issued- - Coates confirmed that any additional
permits Sempra needed to acquire to complete construction of thée
liquified natural gas plant in Ensenada at the time of issnance

of the opinion letter were construction permits issued with

little discretion by the City, or were project permits issuved by be

federal or state entities. : bIC
All copies of the opinion letter were returned to

Coates. Coates inquired as to the status of the d nation

lettex previously requested by Sewmpra, to which asponded

that he would need to address the request further with his office

management. AUSA| proposed a conference call on 05/16/2011

to follow-up on any outstanding issues.

*
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FEDERAL BUREAU OF INVESTIGATION

Precedsnce: ROUTINE . Data: 05/10/2011
To+ San Piego |
Frxom: San Diego

Squad WC3 bé
Contact: SA bic
Approved By:
Drxafted By: ecp@‘

Case ID #: 205-8SD-72665 (Pending);]é;u

Title: SEMPRA ENERGY;
FOREIGN CORRUPT PRACTICES ACT @

Synopsis: To document investigative activity regarding FCPA

allegaticns against Sempra Energy (Sempra or the Company). qu

Details: On 04/25/2011, a meeti t owing
rggggggiﬁgnts' FBI Special Agents
pcurities and Exchan 5SS on { accorney

via telephone), Assistant United States Attorney
De Dg Justice (POJ) Deputy Chief

{via telephone), and Attorneys

of Jones Day law firm

PTESS emp . E purpose of discussing Sempra's

anenada Trust (the Trust) and Sempra's use of agents/vendors in

Mexico. All documents provided during this meeting will be

maintained in the 1A section of the case file.

~ establishing good corporxate citizenship in Ensenada due to
Sempra's intentions to build a liguified natural gas (LNG)
facility in the area. Priex to establishing the Trust, Sempra
obtained an cutside counsel) opinion from Winston and Stxawn, LLP
specifically for the purpose of determining whether the terms of
the Trust would vioclate the Foreign Corrupt Practices Act (FCPA).
HSBC Bank, headquartered in London, is the trustee. The funding
of the Trust followed the following schedule:

UNCLASSIFIED
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To: San Diego From: San Diego
Re:s 205-$D-72665, 05/10/2011

$500,000 when Trust certified charitable (07/24/2004)
*» 55 million at start of construction of the LNG plant
.* $1 million at start of commexcial operations of ING plant

The operation of the Trust is controlled by two committees:
the Tachnical Committee which controls the operations, and the
Advisory Council which has input regarding the charitable gifts
rade from the Trust. Eligible projects are divided into two
categories: Municipal, which pertain to the City of Ensenada
(e.g. public security, academic, environmental), and Community,
which axre projects proposed by non-profit organizations with no
ties to the City of Ensenada (e.gq. hospitals, research, academic,
promoting economic development).

Any entity requesting money from the trust must prepare a
letter to the Technical Committee. The letter includes a
description of the project, a proposed budget, justification, a
list of organizations, shareholders, partners and members
involved, and at least two bids if the proposal is for a project.
Beneficiaries of the Trust must have resided in Ensenada for a -
ninimm of five years, have no connection to any past or present
Ensenada official, and cannot be related to members of the
Technical Committee. Additionally, The Trust Rules of Operation
spacifically state that the donation must conform to FCPA
regulations. Donations cannot be used for payroll, can never be
in the form of cash, and the Trust cannot be the employer of
anyone associated with the project. The beneficiafy cannot be a
person, place of religious worship, agency or institution not
legally constituted, or a political party or association.

The Technical Committee is composed of the following five
members:

President - current Mayor of Ensenada '
7T Treasurer— -employee.-.of the Trustor_ (Sempra's subsidiary
Energia Costa Azul) Tt T
Secretary - employee of the Trustor
Member - Representative fiom the Advisory Council
Member - Citizen of Ensenada

The members of the Technical Committee are not compensated.
Donations less than $50,000 must be approved by a majority vote
of the technical committee. Donations exceeding $50,000 can only
be approved with a unanimous vote. BEnsenada mayors are elected
to a three year term, and are limited to one term. Over the past
five years, three different Mayors have served as the President
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of the Technical Committee:; however, the first President attended
two to three meetings and then appointed a representative, while
the second and third -Presideénts never attended a meeting and
appointed a representative to attepd. The guxrent mayor is “at
war® with the LNG plant, having recently attempted to shut if
down by force with municipal police, and has never sent a
representative to attend the Technical Committee meetings.

The purpose of the Advisory Council is to review proposed
donations/projects. The Advisory Council ie composed of the
following seven members, all of whoam must have lived in Ensenada
for a minimum of five years:

private sector (pxivate citizens)

government sector {Director of Urban Development)

academic ssctor

health sector (Director of City Medical Sexvices)

economic sector (Director of Ensenada Egonomic Development
Council)

consexvation sector

o SN

The members of the Advisory Council are selected by the
President, Secretary and Treasurer of the Technical Committee,
and are not compensated. Approval of donations is obtained by
majority vote of the Advisory Council.

Jones Day provided a listing of technical committee and
advisory council membexs from 2004 to present, noting which
individuals were city officials. dJones Day also provided a flow
chart describing the Trust denation process, noting that the
application goes to the Technical Committee for initial review,

- and if approved, goes to the Advisory Council for final approval.
All donations to the City of Ensenada have been in-kind, and the
i check went directly tc the supplier of the eguipment and not to
j-= ---—-+4the.City._ _Jones_Day .provided a listing of the Trust domations

~ since its inception, noting total donations™ 6f USE3, 859755274, ————---—|

" Jones Day selected two of the largest donations, one
municipal and one cofmunity donation, and provided examples of
the documentation maintained by the Trust regarding the donation
and approval process. Jones Day did not release these documents
to the custody of the U.S., Governnent. .

The example community donation related to a 0%9/2007
2,750,000 pesos direct donation to the Universidad Autonoma de
Baja California (UABC) for culinary school equipment and

UNCLASSIPIED
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improvements. Examples of the documents provided ralated to this
community donation included separate evaluations, comments and
xankings from each of the Advisory Council and Technical
€cmmittee mémbers, minutes from the meetings, request for
matching funds from state and faderal governments toé ‘maximize the
impact of the donation, donation receipt, requests for bids on
equipment, and invoices of the equipwment purchased. The hidding
process in this instance was not performed by the Trust members,
but rather by the beneficiary. Foxr donations where the bidding
process was overseen by the Trust members, the lowest bidder was
awarded the project.

The example municipal donation related to a 09/2008
4,849,754 pesoes in-kind donation to the City of Ensenada for 26
patrol cars with radio equipment and a Dodge hatchback. Examples
- of the documents provided by Jones Day to support this donation
included the donation request from the Municipal Secretary of
Public Safety, the donation application, Ensenada City Council
records, supplier ¢uotes, Technical Committee meetin
letter from the Mayor to the Secretary of the 'rruat,Q:;:
stating that the equipment was urgently needed and réquesting the
Trust make it a priority, a letter from the Secretary of the
Trust informing the Mayor that the Trust had decided to purchase
; the listed equipment, Ensenada City Council agreement to accept
' the offered donation of police equipment, purchase oxder and
invoices for 26 patrol cars, and a donation receipt from the City
| of Ensenada. WNo direct benefit was received by Ensenada
: officials related to this donation.

Sempra accounted for the monetary funding of the trust for
book purposes by capitalizing them as part of the LNG plant. The
donations were deducted for tax purposes. The accounting
treatment was done in accordance with Generally Accepted
Accounting Principles (GAAP) in Mexico, and was reviewed and .

- - -approved .by Delojtte & Touche in the United States and Mexico,

the total $1 billion investment in the LNG plant.

£;::;;:;Lstated that in Jones Day's review of the Ensenada
Trust; vidence was uncovered to indicate there was a quid pro
guo relationship between the funding of the Trust and any
approvals needed from the City of Ensenada for the construction
of the LNG plant, nor was any evidence discovered of payments to
government officials or their relatives. The only relationship
that existed between the funding of the Trust and the building of
the plant was that Sempra would not have invested in a Trust for

UNCLASSIFIED
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the benefit of Ensenada if it did not intend on building‘a plant
there.

A yearly audit of the Trust in acaordance with Mexico GAAP

is conducted. Wo audit f esulted from the yéafly -
audits to date. In 2010, an ECA employee and ‘
Secretary of the Technica e€, requested an administrative

audit be conducted to ensure that all appropriate documentation
was in place. 2As a result of the administrative awdit, a
corrective checklist was implemented to ensure that all
documentatiin_uill_hg_;:anﬂig;ed and maintained at one location.
In additiom, ducted an audit one month ago and
found no discrepancles.

Jones Day provided a copy of the Trust Rules of Operation. b6
Chaptexr V, Paragraph 22, specifically states that beneficiaries »7C
must conform to the requirements of the Foreign Corrupt Practices
Law or the Anti-Corruption Taw of the United States.

;n a 09/2006 address &

”
rﬁssnn;:x;.anduzransnizency, - I |
gave a presénitation en , Teasn,

Corruption, and Competitj in Large Infrastructure Markets."
During the presentation, noted Sempra's strict adherence to
FCPA regulations and its y No" policy regarding
international corruption. lso mentioned the Trust as part

of Sempra's commmity outreach program and noted Sempra's
"significant effort to acknowledge the politicians who had
licensed the LNG project and thus arranged for the community
trust and its funding. They could claim credit for the trust,
but of course they could not distribute the funds to themselves
or £o their relatives or connected parties.”

Mexican Adents

Sempra has contracted with approximatély 60 agents—in-Mexico- -——-.- —
since 2007. Forty of the sixty agents were law firms or lawyers.

The lawyers were contracted to interact with government officials

or negotiate property, labox, or compensation matters, or conduct

other litigation. The non-legal agents were contracted for

mattexs involving environmental issues, customs, permitting, and

land acquisition rights of way. Sempra has also contracted with

3800 wendors related to construction, maintenance and similar

matters, who would not be considered agents for purposes of the

FCPA. .

UNCLASSIFIED
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Sempra's subsidiaries in Mexico, which include Sempra :
Generation, Sempra Pipelines and Storage, and Energia Costa Azul,

companies construct and operate assets for the purposa of Storing "
and distributing energy. The last facilities constructed were

the L¥G plant (of Enexrgia Costa Azul) and the TGN2 pipeline (of

Sempra Pipelines and Storage), which were completed in 2008.

Sempra employs due diligence and vetting procedures in its
selection of foreign agents. A policy binder previously provided
by Jones Day provided a detailed explanation of those procedures
on pages four through six of Exhibit D. Tab 7 of that bindex
provided the Global Vendor Policies and Procedures.

Examples of documentation maintained on foreign agents
include:

» Identification form containing background information on

the agent and a check box concerning interactions with

government, officials

FCPA schedule

List of refexences

Formal background checks

Contract {includes FCPA provisions)

Training recelved

Some may require an FCPA certificate that is certified

every three years

+ Informal risk assessment based on the type of work the
agent will perform and general reputation of the agent

* & 9 @ & 9

Sempra‘s employees in Mexico received in-person FCPA
training in 2007 and 2008. The training will be administered
again in the last month of 2011. Bmployees must certify

- = - — —cOmpliance with FCPA_provisions every year. The company also
provides an anonymous ethics/compliance hotlime: ~— -~~~ ~~=—-—-—-- =~

As. an example of how seriously Sempra takes FCPA compliance,
Jones Day related a Story concerning the results of a routine
internal audit in 2008. The audit identified payments made to a
community relations director in Mexicc. As a result, the FCPA
internal counsel was notified. Internal counsel interviewed six
individuals and confirmed that the payments were related to
informational brochures on a pipeline construction that would be
placed near certain residential areas. The emglo 8 went door-
to~door in those neighborhoods to distribute the brochures and
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address any concerns of the residents regarding the construction.
Internal counsel obtained examples of the brochures and
nmaintained them as part of his investigative file. No contact
was made with any government.officials in conpection with the
community relations campaign and all employees involved wéré
asked to sign FCPA compliance certificates. Internal counsel
prepared a memorandum documenting the interviews and results of
the investigation.

As a result of the on-going inguiry of the Department of
Justice (DOJ), Sempra is in the process of hiring a full-time
paralegal who will have responsibility for FCPA compliance.

bé

o - bTe
renewad his request that the DOJ investigatel |
ra has information matﬁis funding a campalign

a

gainst Sempra, and 1s associated w g dealers and involved
with numerous Mexican officials. Prior to the attempted shut-

down of th Ensenada Mayor on 02/11/2011, a
lawyer forgmmreatened that the equivalent of a
"Nagasaki WO opped on the LNG plant. Sempra
N recently heard that the same attorney had made a similar threat.
'.S.'m.:a._beliamf the Ensenada Mayor is "in the pockets” of[—__—:
The group is growing increasingly desperate
return on its Investment in the
recently told a third party that he
down" Sempra for $2 billion. |  |is believed to be a
very dangerous man, Sempra is serlBUSIV toncerned about thase

threats, and is contemplating expressing these concerns to U.S8.
political officials and senior law enforcement officials.

At the conclusion of the meeting,l Fequest y of )

the Winston and Strawn opinion letter on the Frust. ﬁﬁ ;
== ~- - - -advised- d. ask his client if the letter cou made

availab}.:t.‘a] E-squested that DOJ provide i declination — -— - ———--

letter, simiiar to the one previously provided on th

bond, regarding all matters subject to this inquiry.jﬂff

advised that he would consult with his management and provide a

response,

*
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U.S. Department of Justice

X
San Dilege, Colffornie 531018893

Jones Day
12265 El Camaino Real, Suite 200
San Diego, CA 92130

Re:  Sempra Energy

i I

afes -
Southern Dis:rfd%mmla
Eric . Beste Tel: (519) 357-3104
Assistant United Stares Asorney me 557-7055
Emall: Erfe.
fmporial County Gfice
376 Mndvatry Nay
SeinC
Toperisl, California $2251-7301

June 1, 2011

The Departinent of Justice, Criminal Division, Fraud Section and the U.S. Attomey’s Office for the
Southern District of California (“the Department™) received an allegation of a possible violation of the
Forelgn Corrupt Practices Act of 1977, 15 U8.C. §§ 78dd-1, er seq., by Sempra Enecgy and Sempra LN
(“Sempre™), and their agents, in connection with real estate litigation and an eviction proceeding in Mexico.

This litigation and eviction concerned property adjacent to Sempra’s Costa Azo! LNG plant pear Ensenada, M
Mexico. On bebalf of your client, yon have provided certain information to the Department and made
employees of your client available for interviews. As we have discussed, our investigation and the
information made available to us to date has led the Department to conclude that it presently docs not intend

1o take any enforcement action against Semnpra or its agents based on this specific allegation. 1f, however,
additional information or evidence is made available to us in the fature, we may reopen our inquiry.

Very truly yours,

LAURAE. DUFFY™ " -~ = - -

United States Attorney

1 United Stales Attorney

be

I

Deputy Chief, Fraud Section, Criminal Division

. T T Tbhic
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Drafted By: [:c:ecpﬁo? :

Case ID #: 205-80-72665'(Pending)if‘

Title: SEMPRA ENERGY;
FOREIGN CORRUPT PRACTICES ACT

Synopsis: Close case.

Details: FBI San Dieqgo Division (FBISD) opene
investigation in 03/2011 pertaining to the
based on the following:

SUMMAR 5 T D PREDICAT

In November 2010, the San Diego Union Tribune (SDUT)
and several other media outlets reported on a "whistleblower"

camplaiaf £ildemLJkummuﬁsrmn:a_ﬁnﬁjgy (Sex y)
_— as the
| Sempra LNG.™ vas
. originally established to construct and operate a ligquefied bé

natural ‘gas (LNG) “plant in Ensenada, — aXifornia; Mexicor- - - <170 —- -
The complaint alleged mostly thgﬁ;f:ﬁwas fired by Sempra

for raising questions concerning Illegitimate expenditures that

"boiled down to" bribes of Mexican government officials, as well
as expenditures for the .construction of a lavish corpozate
retreat that was paid for with utility ratepayer funds.

Subsequently, the United States Bttorney's Office (USA0) for the

(3

Southern District. of California (SDCA) was contacted by
representatives of Sempra regarding the claims. ﬁ’ JI
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In response to the medi icles and contact from

Sewpra, separate meetings wifgI:tj:ffftjand his attorney,ff::]
and Sempra representatives were conducted.

REpregentatives from U-S:_Dsa%ertne.. nt of Justice (DOJ) Fraud

Section, the USAO SDCA, the U.3. Securitiés and EXChafge

Commission (SEC) and the FBI were present. The

interview is documented in a separate FD-302.

hetween the DOJ, FBI, SEC, and Sempra outside cowmsel was

memorialized in a separate EC, dated 02/10/2011.

In summary, advised that he was instructed by
a high-ranking Sempra employee to provide 180 ican pesos
from Sempra's bank -account to Sempra employee who would
use the money t nd with the Ensenada Attorney General's
(AG's) office. was told the purpose of the bond was to
cover any damag at may result from the physical eviction of
squatters located on property in Ehgenada to which Sempra held
legal title. ircumstances arising since this
transactioﬁ,I;:f:;;j;fcams to the belief that the cash paid to
the AG's off bribe to an officlal (s) at the AG's office

to evict individuvals property dispute
between the squatter, and Sempra is on-
going.

Sempra hired an independent law firm with expertise in
FPCPA matters to conduct an inteznal investigation of the above
allegation. In summary, the internal investigation concluded
that the cash payment was not a bribe but was used toward the
legitimate posting of a bond with the AG's office. Sempra
provided certified copies of the legal documents that were
obtained from t ! ffice evidencing the bond. At the
request of DOJ, wags made availa an interview,
which is documen 1in a separate FD-302. dvised that he
used the money to legitimately obtain a b the AG's
.office. In response to a DOJ request to provide documentation

b7C

later confirmed that the money was still being held by the AG’s
office and provided a copy of the check when the money was
returned to Sempra from the JG! Given the evidence
provided by Sempra to refute allegation, DOJ concluded
that no further investigation was necessary regarding this
specific allegation. At Sempra's request, DOJ provided two
separate declination letters related to this specific allegation,
which are maimrtained in the case file.

UNCLASSIFIED
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later provided to Writer via e-mail several bé
documents which initiated additional follow-up with Sempra by b7C
DOJ. These e-mails are documented in a separate EC, dated
02/28/2011, As A resulf, DOJ requested that Sempra outside
counsel: (1) conduct an investigation of any cash trinsactidns

in Mexico over the last four years; (2) conduct an investigation

of any charitable or political donations exceeding $25,000 made

by Sempra to Mexican officials or entities over the last four
years, to include specifically the transactlions associated with a
fire station given by Sempra as a charitable donation to Tijuana;
(3) .conduct an inquiry into the allegations that Sempra offered
cash to ‘members of the Navajo Nation Council to vote in favor of

a Sempra resolutions (4) conduct a review of consultants and

agents hired in Mexico over the last four years.

Sempra outside counsel assembled responses to all of
the above inquiries, which are documented in a separate EC, dated
02/17/2011. Based on Sempra's responses, it was determined that
further investigation was warranted concerning a trust (Ensenada
Trust or the Trust) established by Sempra for charitable
donations to the Ensenada community. Accoxding to Sempra outside
counsel, the primary purpose for establishing the Trust was to
engender goodwill amongst Ensenada comnunit{ members. Between
2004 and present, Sempra donated over $7 million to the Ensenada
Trust. Currently $1.8 million of the total $7 million has been
designated or spent. The Trust is overseen by two boards, one of
which includes two Sempra employees and local citizens. In
response to questions from DOJ, Sempra outside counsel was unable
to provide immediate answers concerning oversight of the Ensenada
Trust, to include whether an independent audit of the fund is
regularly conducted, if due diligence is performed on donation
recipients, and the names of board members, to include whether
any public officials have served as board members, and whether
those board members are paid a salary. Sempra outside counsel
agreed to research these issues and provide answers to DOJ's

questions. ~ — .= -

wal Sempra accounting memorandum provided to
Hriter by dated February 11, 2005, appears to refute

Sampra outside counsel's explanation for the initiation of the
Trust and raised additional concerns regarding Sempra's

accounting treatment of the .

was written by o bs

I Iof Sempra LNG at the time the memorandum was b:C

written and current Chief Executive Officer of Sempra LNG. The '
memorandum states that the BEnsenada Trust was established at the
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request of Ensenada and the amount

contributed _to _the | m on, was mutually agreed upon by
Sempra and The memorandum fuxther states that "As
a result [ ept], on Angust 12, 2003 the Land
Use permit was signed by th W’ The land use pernit was

required tor Sempra to build an plant in Ensenada. 7! st
-??1 h .hemp 0 and Technical Committee andffff:ffr

bf the Technical Committee. The

¥ = sequent to a $500,000 initial comtribution to

the Trust, Sempra‘s final permit, the construction license, wasg

signed by the head of the BEnsen Urban Development Agency,

who reported directly to The memo further states,
*...after the constructi

ssued, Sempra ?;gtfibn:aﬁ
the second payment of $500,000 USD to the Fxust..." Wh

“Tinally states, "Buring Q4 2005, subject to no unplanned
pe:mitting 1mpedimanta, Sempra will contribute $5,000,000 USD to
the Trust.™ The memo concluded that the establishment and
funding of the trust was a cost assoclated with developing the .
ngnfacility and such cost should be capitalized as part of the
plant

SUMMARY _OF INVESTIGATION:

On 04/29/2011, Sewpra outside counsel provided a
presentation concerning the Ensenada Trust, which is documented
in detail in a separate EC. Prioxr to enacting the Trust, Sempra
cbtained an opinion letter from an independent law firm
specifically for the purpose of determlninq whether the terms of
the Trust would violate any provision of the FCPA. The opinion
letter concluded that, based on the Trust's operating rules,
noting that the rules specifically mention. prohibitions of
benefits to family members of the trust membars and government

_officials, and require all actions to be in compliance with FCPA,

‘the Trust was not in dangér of violating the provisions of FCPA: -

The letter further asserted that all major project permits,
including land use permits, required to be issued by the City of
Ensenada had already been issued, thus eliminating any concern
that the funding of the Trust was contingent upon the granting of
essential permits by the City. Sempra confirmed that any
additional permits required to complete construction of the
lignified natural gas plant in Ensenada at the time of issuance
of the opinion letter were construction permits issued with
little discretion by the city of Ensenada, or were project
pernits issued by federal or state entities and not the City.

DHMCLASSIFIED
4

b6
b7C




5 o b s

e 0

UHCLASSTEIED

To: San Diego From: San Diego
Re: 205-5D-72665, 06/15/2011

Purthermore, Sempxa counsel addressed the various means of
oversight of -the Trust, to include the selection of trust
‘committee members, review of dopations, controls over the
‘selection procass and distzibution of funds, and audits of the
trust, such that it appeared that the trust was created, Funded,
and operated in a legitimate manner. Sempra counsel stated that
in its review of the trust, no evidence was uncovered to indicate
there was a quid pro quo relationship between the funding of the
Trust and any approvals needed from the City of Ensenada for the
construction of the ING plant, nor was any evidence discovered of
payments to government officlals or their relatives.

CONCTL.USTON

Based on the foregoing information, DOJ concluded that
no additional investigation was warranted as all allegations had
been adequately addressed by Sempra, and no enforcement action
was necessary. However, should additional information or
evidence beccme available to indicate otherwise, the inguiry may
be renewed. A

, As no additional investigation is deemed necessary at
ggis time, San Diego requests that this full investigation be
osed.
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