DATE: June 7, Hite

PRESENT HON, Ronald 5. Prager

SUPERFOR COURT OF CALIFORNIA

County of San Diego

DEPYE. 71 REPCGRTER A: Peter Stewart CSR#

REPORTER B: CSR#

JUDGE

CLERRK: K. Sandoval

BAILIFF:

REPORTER'S ADDRESS: F.O. BOX 120128
SAN BIEGO, CA 92112-4104

MINUTE ORDER

IN RE: JCOP 4221/4224/4226& 4428 - Natural Gas Anti-Trust Cases (Pipeline}

The attached Court’s Tentative Ruling regarding NATURAL GAS PIPELINE SETTLEMENT apphies to all
cases listed as follows:

422166081
422106002
422100603
422100804
4221-00605
422100006
422106003
4221606080
422108607
422100608
422106609
422106610
422100611
422108612
4221-60413
422160014
4221-80615
4221060016
4221-90617
£221-60018
4221-6061%

PHILALEY vs EL PASO MERCHANT ENERGY

PHILLIP vs EL PASG MERCHANT ENERGY

CONTINENTAL FORGE COMPANY vs SOUTHERN CALIFORNIA GAS COMPANY
BERG vs SOUTHERN CALIFORNIA GAS COMPANY

THE CITY OF LONG BEACH vs SOUTHERN CALIFORNIA GAS COMPANY

THE CITY GF LOS vs SOUTHERN CALIFOR

SWEETIE'S A CALIFORNEA PARTNERSHIF vs £1. PASO CORPORATION

THE CITY OF LOS ANGELES v SOUTHERN CALIFORNIA GAS COMPANY
SWEETIE'S A CALIFORNIA PARTNERSHIP vs EL PASO CORPORATION
CALIFORNIA DAIRIES INC vs E1L PASQ CORPORATION

DRY CREEK CORPORATION (JCCP 4228} vs £1. PASO NATURAL GAS COMPANY
HACKETT vs EL PASG CORP

THE COUNTY OF LO8S ANGELES vs SOUTHERN CALIFORNIA GAS COMPANY
TRHE CITY OF VERNON vs SOUTHERN CALIFORNIA GAS COMPANY

WORLD GIL CORY vs SQUTHERN CALIFORNIA GAS COMPANY

CITY OF UPLAND vs SOUTHERN CALIFORNIA GAS COMPANY

THE COUNTY OF SAN BERNARDING vs SOUTHERN CALIFORNIA GAS COMPANY
EDGINGTON OB COMPANY vs SOUTHERN CALIFORNIA GAS COMPANY

TEE CITY OF CULVER CITY vs SOUTHERN CALIFORNIA GAS COMPANY

THE CITY OF BURBANK vs SOUTHERN CALIFORNIA GAS COMPANY

THUMS LONG BEACH COMPANY vs SOUTHERN CALIFORNIA GAS COMPANY

The Court grants the parties’ reguest for judicial notice.
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Final Approvai of (lasg Action Settlement

JOOP 4241 NATURAL GAS PIPELINE BETTLEMENT JUNE 7, 2006

This Cartwrich® Aot action was £iled in an attempt to redresgss record high energy
prices imposed on Californiang from allieged anti-trust conduct of Defendantg.
California had recently deregulated it's aenergy market and some belisved
deregulaticn contributed te the C(alifornia Energy Crigis. Plaintiffs however
filed this consumer antitrust class acticon and alleged Defendants congpired to
reatralin trade in the energy markel by restricting the flow of natural gas at the
Qalifornia border. Specifically, the complaint alleged that in September, 185¢,
executives from Sempra and Bl Pasc corporations met in an hotel room in Phoenix,
Arizona to create a scheme to control the fiow of natural gas to and within
Southern California. Plaintiffs further alleged that after the Phoenix meeting
Sempra and E)l Paso stopped competing against each other for proiects that would
have brought additional natural gas pipeline capacity to California. The
Befendants rescolutely opposed the allegations made by plaintiffs.

This avtion began a long arducus fight that expended unbellevable restuyces in an
attempt to remedy an unprecedented situation. Thig action was subseguently
ceordinated statewide with similar caseg ag the Natural Gas Pipeline cases. It
wag one of wmany filed throughout the state on behalf of consumers,
municipalities, agencies and entities against every energy produder, marketer,
regulated and unregulated enerdy entity imaginable. Numerous proceedings were had
pefore the Federal Energy Regulatory Commission (FERC), the (alifornia Public
Utilitiles Commilission (CPUCH, multiple state and federal courts. This action,
nowever, ig one of very few that remained viable as others failed toe supvive
Federzl Preemption or the bhar of the ¥Filed Rate Dogiryine.

At the time PERC determined the rate increages were larvgely part of a market-
based systen and the product of deregulation. When Plainfiffs filed their action
in 2000, the Attorney Jeneral declined to participate in its resolution.
Plaintiffs pressed on, and the efforts of counsel have been revealed in 2
substantial setflement previcusly with the El Paso defendants, and now with the
Sempra defendants. The parties now geek final approval of the c¢lass action
settiement.

Whnen censidering a wmotion for final approval of class action gsettlement, a
court’s inguiry ig whether the gettliement iz "“falr, adeguate, and reascnable.
(bunk v. Ford Motor Co. {1936} 48 Cal.Ppp.4™™ 17%4, 1801 n.7} A settlement is
fair, adeguate and reasonable, and merits approval when “the interests of the
clasg as a whole are better served if t[he litigation is vesolved by the
setiiement rather than pursued.” {Mapual for Complex Litigation, Third {MCL 34;
(1995} section 30.42 abt 2387 “Although the court gives regard to what is
otherwise a private conssensual agreewent between the partises, the court mast also
evaluate Lhe proposed settlement agreement with the purpoge of protecting the
righte of the absent c¢lass members who will be bound by the setitlement.” (Wershba
v, Apple Compubter, Ino. {2001} 91 Cal. App.4™ 224, 245}
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The trial court operates under a presumption of falrpess when the settlement is
the result of arm’'s length negotiations, investigaticon and discovery that are
aufficient to permif coungel and the court to act intelligently, [where! counsel
are experienced in similay litigation, and the percentage of objectors is small.”
{In re Microsoft I-V Cages, (2006) 135 Cal App.4™ 706, 764}

JOCP 4221 KHATGRAL GAE PIPELINE SETTLEMENT JUNE 7, 2006

The trial court has broad discretion to determine whether the settlement is falr.
{Dunk v. Ford (1998) 48 Cal.App.4™ 1794, 1801, clting Rebney v. Wells Farge Bark
{3990) 220 Cal. aApp. 34 1117, 1138) “fhe inguiry ‘must be limited to the extent
necedsary te reach a reasoned judgment that the agreement is nobt the produst of
fraud or overreaching by, or collusion between, the negotiating partiles, and that
the settlement, taken as & whole, 18 fair, reasonable and adeguate to all
concerned. ' {Dunk, supra at 6235, Furthey, "“it cannet be over emphasized encugh
that neither the trial court in approving the settlement nor i(the Court of
appeall in reviewing that approval have the right or the duty to reach any
uitimate conclugsiong on the issues of fact and law which underlie the merits of
che digpute.” (7-Eleven Owners for Fair Franchising v. Southland Corp. {2001} 8%
Cal.bpp.4™ 777)

The Court finds the Bevtlement Agreement is the product of difficuit arms-length
negotiations between the parties’ extremely well credentialed attornevs, which
culminated from vears of investigation, education, discovery, and legal debate.
In re Microsoft I-V Cases (2006 135 Cal.App.4™ 706, 723 gets outr factorg the
Court must consider when approving a clags action seftlement. The Court finds
those factors have been satisfied as detalled below,

First, Plaintiffs’ case was nob strong. It was one of numerous casey filed to
remady the energy crigis. It was one of a few that proceeded past the pleading
stage. This action, although hard fought and well reasoned, proceeded for the
most part on oa dispubte over unresolved Iegal jurisprudence. The evidence
presented at trial was credible, but not unexplained. Plajintiffs’ theories were
net increduious, especialiy since so much suspicion arvse from the debilitating
effects of the energy crisis. Nonetheless, it is undisputed thar Plaintiffs’ were
el guaranteed an easy viciony.

Second, the risk, expense, complexity and duration of further litigation absent
the settlement would have been astronomical. This case was two months into trial
when the parties reached a gettlement. As stated above, Plaingiffs’ case was
arguably an uphiil battie. In addition, a huge risk presented for Defendants. If
the jury helieved Piaintiffs' case, Defendants might have guffered bankruptboy in
order to pay damages awarded against them, Currently, the parties have incurred
untoid fees and coste in litigabting this matter, if not for the gettlement,
further livigation would boggle the mind in terms of the costs and complexity
invelved in starting over.
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third, the amount of the cash setilement zlone is sufficient in iight of the
circumstances surrounding this action. As stated above, Plaintifis 4ld nol have
an overwhelmingly strong case and the risks of proceeding were high. Since
essentially no otier case procesded past the pleading stage, this action amounted
to consumers’ “last chance” at redress in the court system, The result of a fury
decision, which was decidedly questicnable, makes settlement reasonable and
preferabie at this time.

The non-cash elements of the settlement, although subject to CPUC approval, arve
significant. The evidence presented indicates a value In the milliong., The exact
value iz disputed, but the vaiue is substantial nonetheless. Simiiarly, the
5300 miliion insurance policy® regarding the CDWR contracts is also substantial
JOCP £227 NATURAL GAS PIFPELINE SETTLEMENT JUNRE 'f, 2008

in iight of the state’'s inability te secure any meaningful results from it's own
litigation.

Az such, the consideraticon offered weighs in favor cof sgettlement, instead of
proceeding with risky, costly iLitigation.

Further, it is undisputed that discovery in this matter wag comprehensive. It is
undisputed that counsel are exceedingly capable, educated, experienced and
driven. Pilaintiffis’ counsel “rode alone” in pursuit of these claims. Without any
zsslstance from the Attorney CGeneral, Plaintiffs' counsel sought relief for 13
million energy congumers A&t & time when it was believed by the government and
adroinistrative agencies that the energy crisis was the unfortunate result of
deregulation and couldn’t pessibly have been caused by misuse of the system. Once
avidence came te light that manipulation of the market and regqulatory system wag
pogasible, the State initiated ite own litigation.

The Arntorney Genaval recently became active Iln this case after he initially
deciined o participate., However, tihe Attorpey General’s participation ig curious
since he objects to the settlement and deoes not support it's resolutlen. The
Artorney General asserts the settlement in this action may adversely effect the
couteome of his own litigatlen. As such, the Court was given the opporiunity to
review the seftliement from an adversarial perspective not usually considered in
approving a settlement between willing parties. The Attorney General continues to
ask the Court to consider the impact the setiliement agreement might have on the
State’'s ongoing litigation and future proceedings before the FERC and CPUC. The
Court continues to view these reguestis as inappropriate advisory opinions,
predicated on speculiation, and will not comment on the future possible impacts or
probiematic applications to other proceedings.

¥Finalily, Plaintiffs persuasively point out that of the 13 million class members
only a handful objected to the seitlement., Most of the obiectors were government
entities, private utilities, or public agencies that oppoged the sgettlement
because Defendants® indication that the genera]l releases in the sgettlement
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agreement would be used to adversely impact cther actions and proceedings. Other
ohiections were filed concerning (1} adeguate notice to the class bedause the
settlemnent and notices were only disseminated in English, (2} the value of the
structural components of the settlement were uncertaln and (3; the amount of
attorneys fees.

Even Plaintiffs advocated against settlement approval without assurances from
Sempra goncerning the scope of the releages.

Subsaeguent to the filing of the ¢bjections, the Sempra befendants and Southern
Californla Bdison reached further settlement which details the appiicability of
the settlement releages in these actions and proceedings. Sempra unamblguousiy
concaded, among other things, that the releases would not interfere with public
actions and/or entitles pursuing separate proceedings, As such the ckijections
concerning the releases are moot, and Piaintiffs withdrew thelr objection to the
approval of the settlemeni in this regard.

The Court finds the Attorney Geéneral, PELE and The Electricity Oversight Boaxrd's
JCCP 4223 RATURAL GAE PIPELINE SHETTLEMENT JUNE 7, 2006

contimed obieqtlons despite the concesziconz from Sempra are withoubt merit. Thus,
the Court overrules these objectiong in this regarxd. Whether the FERC elects zo
change iig methodology regarding refunds it haz employved for neariy five years is
simply oo speculative at this time, Sempra hasg a contraciuval right Lo protect
itself from potentizl adverme sventz. In light of the bargains crafted by and
between the parties the Court will not interfere with those agreements nor
prasute Lo know better. Purther, the effect of this settlement on any future
administrative agency decision or other tribunal is a determination Lo be made
whiiolly by the agenoy or tribunal, ¥t ig improper for this Court to hypothesize on
thoge effects and the Court ig unwiiling to gamble away substantial benefits to
the clags baged on nothing more that pure condecture. (See: fn Rer Domestic Al
Transportation Antitrust Litigation (N.D. Ga 1923} 148 F.R.D. 2%7, 305 [the time
has coma for Lhe rational and practical resolution of this complex Iizigation

Piaintififs have achieved a certain and worthwhile benefir for the class in
exchange for the mere possibility of recovery ab some indefinite time in the
future.*!.)

In addition, the parties, Edison, and others agree this ssttlement will not
thwart the Avttorney General’s abllity to enforce its ample police powers in the
unrestrioted recovery of ingunctive xelief, civil penalities, and other forms of
structural relief againat the Sempra Defendants. Only in the remote situation
that the Attorney General is unsatisfied with these remedies, and someshow ig
successful in obtaining damages or reatitution on behalf of clazs members, will
the impact of this settlement on future Iitigation come into play. &uch
contempiation 13 unworthy of the risk to the class in denving setilement approval
and progeeding with this litigation. (See: In Re: Domestic Adr, supra)

The Court iz unpersuaded by the continved obisction of the {PUC. Rothing in the
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gettlement agreement interferes with the autherity or Jurigdiction of the CPUC.
The settlemsnt agreement expressly states that the structural relief, the LNG
contracts and other provisions are subject Lo the authority and approval of the
CPyUC. Nothing, bubt pure gpeculation, indicates that the terms of the settlement
agreenent abrogate, in any way, the Jaw or authority of the CPUC.

The Court owverruies the objections of the City of Signal Hill., The Court finds
the City of Signal Hili misstates the settlement agreement and its effect on the
municipality.

The Court alse overrules the objsctions of Bguilion Enterprises LLC and Shell
Californis Pipeline Company LLC since resolution of their objecticons ig being
satiefied ocutside these proceedings. In addition, the Court notes the Sempra
Defendants and Plaintiffs’ counsel represent that it was their intention that the
term “defendants” meant only “Sempra parties” and would not apply as Equilon and
gnall <ontend.

The Court overrules the objecticns of Tthe Urility Reform Network in aceordance
with the Court's ruling heresin and pursdant to the agreement between Bdison and
the Sempra defendants.

The Court also overrules the objections of the Utility Consumere Action Neiwork,
Inc. in accordance with the Court’'s ruling herein and pursuant to the agreement
between Edison and the Sempra defendants.

JCOCP 4221 WATORAL GAS PIPELINE SETTLEMENT JUNRE 7, 2006

As establighed by Plaintiffs, the obiections of objector Ma., Tomkinson are
without merit since notices were published in 12 pon-English speaking newspapers
wideiy circulated in California. In addition, there are no requirements that the
gettlement agreement and the Court's preliminary approval be translated as
contendad by Mg, Tomkinson. As such, the Court overrules Me. Tomkinson's
viriectiong in their entirety.

Az stated above, the wvalue of the structural rellief is disputed. However, there
12 no dispute that the atyucotural reljef has subgtantial value. Subiect Lo the
approval and procesges of the CPUC, the strustural relief 15 a meaningful aspect
of the settlement agreement. The stiuctural relief propesed by this setiliement
agreement was thoughtfully drafred using the Northern Californiz regulatory
scheme ag 3 wmodel . It was crafted after considerable reflection on concerns from
all sopnisticated ingtitutional entities weighing in on the aspects of the
litigation. The Court further netes that a plaintiffs’ wverdict in this case could
not posgsibly have afforded the strustural relief provided by the settlement. That
in and of itself ig a powerful reasdn to approve the settlement, since without
gettiement, there was no chance the class would achieve any of these structural
pensfitvs from the litigation.
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The obiectiong concerning attorneys fees will be addressed below.
Based on the factors detailed above, and the absence of applicable objections to
che getitiement, the Court grants the parties’ reguest for final approval of the

¢lass action settlement as regquested.

Plaintiffs® Rpplication for Attorneve’ Fees and Costs

The “experienced trial judge is the best dudge of the value of professional
gervices rendered in his court, and while his judgment ig of course sublject Lo
review, it will not be disturbed uniess the appellate court is convinced that it
is clearly wrong.” {Ssryrano v, Priest (1977} 20 Cal.3d 2%, 49, ¢iting Harrison v,
Bloomfield Building Industries, Inc. (6th Cir. 1970} 435 ¥F.2d 1192, 11%6)

Both California state and federal courts recoanize two methods for evaluating the
fairnesy and reasonableéeness of atitorneys’ fees in clags action getblements
resulting in the ¢reation of a common fund for the distribution to class members:
{1} the percentage-of-the-benefit wethod; or {2) the ledestar wmethod plus
multiplier method. {Wershba v. Apple Computers, Inc. {2001} 91 Cal App.4™ 224,
254; HManlon b. Chrysler Corp. (97 Cip. 1998) 150 ¥.3d 1011, 1029)

In censidering an award of attorneyy’ fees, the Court may evaluate (1} the
regults achieved for the class; {2} the risks faced by ciass counsel; (3} whether
the cliass counsel’s performance genervated benefits beyond the creation of a cash
gettlement fund; (4} how the percentage compares to marker rates and/or
negotiated retainer rates with class representatives; and {5} whether based on
the length and comnplexicy of the ¢ase counsel had to forego other work. {Vizcaine
v, Microsofe Corp. (9 Cir. 2002) 290 ¥.34 1043, 1048, 50}

Tt is customary in percentage-of-the-benefit cages that attorneys fees are
JCCPF 4221 BATURAL GAS PIPELINE SEYTLEMENT JONE 7, 2046

awarded based on 25% to 30% of the benefit received by the class. (In re
Activigion Sec. Litig. (N.D. Cal. 198%) 7123 F.8upp. 3373, 1378-79%; Sraton v.
Boeing Company (9% Civ. 2003} 327 F.34 938, 268)

plaintiffs’ counsel seek $1671 wmillion in fees for their congiderable efforts in
this action. The settlement is conservatively wvalued at approximately $1.16
biiilion, The fees regquested vepresents legs than 10% of the settlement value.
Recoynizing the wvalue of the non-cash congidervation lg disputed, and partly
subject to certain conditions inciuding the outcome of pending arbitration
proceadings and approval by the CPUC, the requested fees rveprefents less than 14%
of all cash congideration and price reduction components of the combined Bl Faso
and  Sempra setbliements. {Cotchett Declaration, paras. 35-37, Sarokin
Deciaration, para. 50)

The Court findg the requested Iees are reasonable and appropriate under the
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circumstances. As stated above, the risks faced by class counsel were €normous.
No government agency or administrative body pursued these ¢laims and it wag up to
class counsel to take up the charge. Most all the other actions filed seeking to
redress gsimilar wrongs failed to proceed ag far as thig case. The cash
consideration alone constituted sufficient consideration foy settlement under the
olreumstances. But in addition, counsel was able to sgecure significant non-cash
congessgions that improve the way the industry does businedd in order to guanrd
againgt future abuse. The value of the non-cash components of the settlement
agraement is dispubted. Everyone, however, agrees the economic benefit to the
¢lass is remarkable under the clroumstanceg.

tThe efforta of counsel were tremendous. Ths time and dedication epent on this
action was ail consuming, For gix years Plaintiffsa counsel relentlessly pursued
resolution of their clients’ claimg. The Court hag ne doubt that counsel travelad

& iegal odyssey thar hag crogsed jurisdictional boundaries and state
iines, withstood repeated blistering attacks on thelr legal claims
{inciuding no less than forty attacks on all or part of the
Plaintiffas’ complaint, five gummary Iudgment wmotions and five
demsrrers), waded throughn literally millions of pages of documents,
engaged in massive dlgcovery including hundreds of document regquests
and interrogatories and responded to over one thousand Requesta for
Admigaion, taken over 150 depositionsz, argued wmore than thirty in
limine motions, tested the ¢lzss against the corucible of class
certification, moved to San Diego for a five month period of pre-trial
and trial and navigated an eleventh-hour trip to the FERC. Then they
gteered the settlement over eight months of intense negoetiations
through multiple erises - any one of which couid have cratered an
already fragile accord - all the while bankroiling from their own
pockets over nine million dollars in costs and tens of millions of
dollars in deferred work, without any guarantes of  success,
{Plaintiffs’ Motion for AtLorneys’ Feas, Coghs, and Class
Representatives’ Incentive Awards, p. 2:12)

Kone of the 1nstitubtional cobjectors chailenged the requested attorneys’ fees.
Chijectory Tomkinson complained the requested fees wers exorbibant. Ms. Tomkinson,
JOCF 4221 MATURAL GAH PIPBELINE SETTLEMENT JUNE 7, 2006

however, failed to provide applicable evidence to support her c¢laims. Ms.
Tomkingon made allegations of ethical viclations, and improper fee splitting, but
provided no admissible evidence in support of her claimg. Other than Ms.
Tomkinson's bald assertions and argument the record before the Court supports an
award of attorneys’ fees and costs ag regquested.

The Court also approves the reduested incentive fees of 515,000 for Continental
Forge, Sierra Pine, United Church REetirement Homes and Long Beach Brethren Manor
and $10,000 for the Berg family, the Welch family, the Frazee family, the Stella
famiiy, Gerald Marci, John Clement Molony and Robert Lamond. There was no
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cppeosition to the award of these incentive fees.
The Court hereby adopts Plaintiffs’ propogsed order awarding Plaintiffa’
attorneyse fees and cogts and class repregentatives’ incentive awards as its owi,

and in lts entireby.

Indexing Plaintiffs’ Application for Atiornevs’ Feeg

Pilaintiffa’ counsel seeks 33 wmilliion in feesn and costs agscociated with the
settlement Of the Sempra Defendants amd the Natural Gas Pipeline Indexing cases.
There was no opposition to Counsel’s application with the exception of Ms.
Tomkingon. However, Ms., Tomkinson's oppogition failed to provide admisgible
avidence in support of her oppogition.

Accordingly, the Court granta the Indexing Plaintiffs’ Counsel application for
Ehe reguessted fees and cogts.

Page 9 of 9



