
300338 

Georgetta J. Baker 
Senior Counsel 

 
8330 Century Park Court, CP32D 

San Diego, CA 92123 
Tel: 858.654.1668 
Fax: 619.699.5027 

gbaker@semprautilities.com 
 
 

September 23, 2015 
 
 
The Honorable Kimberly D. Bose 
Secretary 
Federal Energy Regulatory Commission 
888 First Street, N.E. 
Washington, D.C.  20426 
 

Re: San Diego Gas & Electric Company, Docket No. EL15-___-000 
Petition for Declaratory Order 

Dear Ms. Bose: 
 

Pursuant to Rule 207 of the Rules of Practice and Procedure of the Federal Energy 
Regulatory Commission (“Commission”), 18 CFR § 385.207, Section 219 of the Federal Power 
Act, 16 U.S.C. § 824s, and Order No. 679, San Diego Gas & Electric Company (“SDG&E”) 
respectfully submits for filing a Petition For Declaratory Order requesting authorization of an 
incentive treatment for the South Orange County Reliability Enhancement Project (“Project”).  

The Project consists of, among other things, adding a second independent 230 kilovolt 
(“kV”) source to the southern Orange County at the proposed rebuilt Capistrano Substation.  
Currently, customers in this area are served by a 138 kV system sourced from a single 230kV to 
138 kV substation.  The California Independent System Operator (“CAISO”) approved the 
Project to address identified reliability concerns in the area in its open and non-discriminatory 
transmission planning process, culminating in the CAISO’s 2010-2011 Transmission Plan.  

SDG&E requests authorization to recover one hundred percent of all prudently-incurred 
development and construction costs if the Project is abandoned or cancelled, in whole or in part, 
for reasons beyond SDG&E’s control.  Consistent with Commission policy, SDG&E has 
narrowly designed its requested incentive to address the risks and challenges associated with the 
development of the Project. 

  



Kimberly D. Bose, Secretary 
September 23, 2015 
Page 2 of 2 
 
 

Concurrently with the electronic filing of this Petition, SDG&E is submitting by 
overnight mail a check in the amount of $24,730.00 for the filing fee as required by 18 CFR § 
381.302(a). 

Please contact me with any questions concerning the foregoing. 

Respectfully submitted, 
 
/s/ Georgetta J. Baker  
Georgetta J. Baker 
Attorney for 
San Diego Gas & Electric Company 
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UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 
 
 
San Diego Gas & Electric Company   )  Docket No. EL15-___-000 

 
 

PETITION FOR DECLARATORY ORDER OF 
SAN DIEGO GAS & ELECTRIC COMPANY 

 
Pursuant to Rule 2071 of the Rules of Practice and Procedure of the Federal Energy 

Regulatory Commission (“Commission” or “FERC”), Section 219 of the Federal Power Act 

(“FPA”)2 and Order No. 679,3 San Diego Gas & Electric Company (“SDG&E”) respectfully files 

this Petition For Declaratory Order (“Petition”) requesting authorization for incentive treatment 

for the South Orange County Reliability Enhancement Project (“Project” or “SOCRE”).   

The Project consists of, among other things, adding a second independent 230 kilovolt 

(“kV”) source to the southern Orange County at the proposed rebuilt Capistrano Substation.  

Currently, customers in this area are served by a 138 kV system sourced from a single 230kV to 

138 kV substation.  

The California Independent System Operator (“CAISO”) selected the Project in its open 

and non-discriminatory regional transmission planning process, culminating in the CAISO’s 

2010-2011 Transmission Plan, as the most effective, feasible solution to address the identified 

                                                 
1 18 C.F.R. §385.207 (2015). 
2 16 U.S.C. § 824s (2015). 
3 Promoting Transmission Investment through Pricing Reform, Order No. 679, 71 FR 43294 (Jul. 31, 

2006), FERC Stats. & Regs. ¶ 31,222 (2006) (“Order No. 679”), order on reh’g, Order No. 679-A, 72 
FR 1152 (Jan. 10, 2007), FERC Stats. & Regs. ¶ 31,236 (“Order No. 679-A”), order on reh’g, 119 
FERC ¶ 61,062 (2007). 
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reliability concerns in southern Orange County.4  The proposed in-service date was 2015.  The 

Project, however, has been pending approval by the California Public Utilities Commission 

(“CPUC”) in the Certificate of Public Convenience and Necessity (“CPCN”) permitting process 

since 2012.5  The reliability circumstances for which the CAISO approved the Project are 

unchanged; southern Orange County customers are still served by a single source.  Therefore, the 

perceived need for the Project remains unabated.   

By this Petition, SDG&E requests authorization to recover one hundred percent of all 

prudently-incurred development and construction costs if the Project is abandoned or cancelled, 

in whole or in part, for reasons beyond SDG&E’s control (“Abandonment Incentive”).  The 

Abandonment Incentive is subject to SDG&E making the appropriate “just and reasonable” 

demonstration in a future FPA Section 2056 filing to recover the prudently-incurred abandoned 

project costs in transmission rates.7  SDG&E believes the Abandonment Incentive is warranted 

because: 

 The Project meets the threshold requirement of Section 219 of the FPA of 

ensuring reliability in that it was identified and selected in the CAISO’s open and 

non-discriminatory transmission planning process (CAISO 2010-2011 

Transmission Plan), as necessary to address the identified reliability concerns; and  

                                                 
4 Excerpts from the CAISO 2010-2011 Transmission Plan (May 18, 2011) are attached in Exhibit No. 

SDG-2.  Page references to the Transmission Plan reflect the original document’s pagination.  Maps 
of the existing system and the Project are set forth at 208 and 210, respectively. 

5 SDG&E will also be required to obtain additional permits from other Federal, State and Local entities 
to construct the Project.  A list of the anticipated permits, authorizations and Requirements for the 
Project is attached as Exhibit No. SDG-3. 

6 16 U.S.C. §824d (2012). 
7 Order No. 679, FERC Stats. & Regs. ¶31,222 at P 165-66).   
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 The proposed Abandonment Incentive meets the nexus test because it is narrowly 

designed to address the regulatory and litigation risks and challenges, primarily 

permitting-related, associated with the development and construction of the 

Project.  

I. BACKGROUND 

A. Identification and Description of Petitioner 

SDG&E is a California public utility corporation with its principal place of business at 

8330 Century Park Court, San Diego, California.  SDG&E is engaged in the transmission, 

distribution, and sale of energy services to approximately 3.5 million consumers in San Diego 

and Orange Counties, California, pursuant to regulation by the CPUC and this Commission.  

SDG&E is a Participating Transmission Owner, as that term is defined in the CAISO’s FERC. 

SDG&E has transferred operational control of its transmission system to the CAISO.   

Delivering clean, reliable power at reasonable rates through a safety-first culture is at the 

heart of SDG&E’s service.   

B. Description of the Project 

Currently, SDG&E serves southern Orange County customers (approximately 129,0008 

customer accounts, or approximately 300,000 residents) by a 138 kV system sourced from a 

single 230 kV to a 138kV substation.  As a result of that single source, southern Orange County 

customers are at risk of prolonged outages or other disruptions should problems occur at this 

substation.  Such outages could impact public safety, such as health care, public schools, police 

and fire response, traffic signals, access to telecommunications, and the supply of fresh water 

                                                 
8 The number of SDG&E’s electric customers is sometimes shown as 120,000.  The difference in 

numbers is based on timing and whether the number refers to individual customers or customer 
accounts.  In both cases, the numbers are approximate. 
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and treatment of wastewater.  The SOCRE Project, currently estimated to cost approximately 

$350-400 million, would mitigate these risks and improve resiliency by, among other things, 

providing a second independent 230 kV source to southern Orange County at the proposed 

rebuilt Capistrano Substation, which is at the load center for the area. 

As noted in the Prepared Direct Testimony of David L. Geier (“Testimony”) (Exhibit No. 

SDG-1), which is here incorporated by reference, the Project is designed to maintain the 

system’s compliance with North American Electric Reliability Corporation (“NERC”) 

requirements and to avoid the unnecessary loss of electric service to customers by ensuring that 

the system remains within applicable facility ratings following certain overlapping equipment 

outages and during necessary maintenance events.  The Project also mitigates numerous other 

contingencies under which SDG&E would have to interrupt electric service to its customers, and 

mitigates the risk of southern Orange County being reliant on power from a single substation.   

More particularly, SDG&E proposes to:  (1) rebuild [and upgrade] the Capistrano 

substation in the City of San Juan Capistrano as a 230/138/12-kV substation (“San Juan 

Capistrano Substation”), and (2) construct a double-circuit 230-kV transmission line to connect 

the proposed San Juan Capistrano Substation to Talega Substation in San Diego County, east of 

the city of San Clemente.  The addition of the proposed 230 kV double-circuit extension would 

bring a new 230 kV transmission source into South Orange County.  The primary components of 

the Project, as proposed by SDG&E would include: 

1. Rebuilding and upgrading the 138/12-kV 60-megavolt ampere (MVA)9 air-
insulated San Juan Capistrano Substation as a 230/138/12-kV 784-MVA gas-
insulated substation that would be named San Juan Capistrano Substation; 

                                                 
9 Substation capacity is typically expressed in terms of MVA for an alternating current electrical 

system. 
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2. Replacing a single-circuit 138-kV transmission line between the applicant’s 
Talega and Capistrano substations with a new double-circuit 230-kV transmission 
line (approximately 7.8-miles long); 

3. Relocating several transmission line segments (approximately 1.8 miles, total) 
adjacent to Talega and Capistrano substations to accommodate the proposed San 
Juan Capistrano Substation expansion and new 230-kV line; and 

4. Relocating several distribution line10 segments (approximately 6 miles) into 
underground conduit11 and overhead on existing and new structures located 
between the Capistrano Substation and the Prima Deschecha Landfill.  

The Project does not require SDG&E to acquire substantial new rights-of-way, although 

some new rights of way will be required.   

In sum, not only does the Project address the reliability concerns that the CAISO 

identified in its 2010-2011 Transmission Plan, but it also benefits consumers in the immediate 

vicinity of the Project by using existing rights-of-way.  This in turn avoids the need to take 

private property and minimizes both permanent and temporary construction-related 

environmental impacts.  The underground segment benefits consumers in the vicinity by 

potentially eliminating any long-term visual and environmental impacts other than potential 

traffic disruptions during construction.  Further, because the Project also involves replacing 

existing wood structures with new steel structures, the result is a reduction in potential fire risk 

and improved fire resistance.  This benefits all SDG&E customers.  

II. REQUEST FOR THE ABANDONMENT INCENTIVE 

Congress enacted Section 219 of the FPA to promote, inter alia, capital investment in 

transmission facilities, including incentive transmission rates, and required the Commission to 

                                                 
10 Distribution lines are defined as electrical lines that operate at voltages below 50 kV.   
11 The term conduit refers to protective tubing through which electrical transmission and distribution 

cables would be installed.  A polyvinyl chloride conduit is typically used for power line installations. 
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adopt implementing regulations.12  Indeed, even prior to the enactment of Section 219, the 

Commission’s authority to grant policy based incentives was well established.13  Decisions 

regarding incentives “involve matters of rate design...[and] policy judgments [that go to] the core 

of [the Commission’s] regulatory responsibilities.”14  In this light, Section 219 should be viewed 

as reflecting a Congressional judgment that traditional ratemaking policies may offer insufficient 

incentive for developers to invest in transmission system expansions and enhancements.15  The 

statute therefore directed “the Commission to establish, by rule, incentive-based rate treatments 

to promote capital investment in transmission infrastructure.”16 

The Commission adopted its Section 219 implementing regulations in Order No. 679.  In 

that Order, the Commission interpreted the statute as requiring, as a threshold matter, a 

demonstration that the project for which an applicant seeks incentives either promotes reliability 

or reduces the cost of delivered power by reducing transmission congestion.17  There is a 

rebuttable presumption that this threshold Section 219 requirement is met if: “(i) the transmission 

project results from a fair and open regional planning process that considers and evaluates 

projects for reliability and/or congestion and is found to be acceptable to the Commission; or (ii) 

                                                 
12 See generally 16 U.S.C. §§ 824s (“Section 219”); Energy Policy Act of 2005, Pub. L. No.109-58, 119 

Stat. 594 (2005). 
13 Order No. 679-A at P 21 n.37. 
14 Id. (citations and internal citation marks omitted). 
15 See Order No. 679 at P 6. 
16 Pacific Gas and Electric Co., 148 FERC ¶ 61,195 at P 7 (2014) (citing Pub. L. No. 109-58, § 1241, 

119 Stat. 594 (2005)). 
17 Order No. 679 at P 37; Order No. 679-A at P 5. 
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a project has received construction approval from an appropriate state commission or state siting 

authority.”18 

The Commission also stated that an applicant seeking rate incentives must demonstrate a 

nexus between the incentives requested and the proposed investment, including showing that the 

requested incentives address project-specific risks and challenges.19  The “nexus test is met when 

an applicant demonstrates that incentives requested are ‘tailored to address the demonstrable 

risks or challenges faced by the applicant.’”20  

In its Policy Statement, the Commission provided additional guidance concerning 

requests for incentives under Section 219 and Order No. 679.21  Specifically, the Policy 

Statement reaffirmed the Commission’s policy of awarding risk-reducing incentives, including: 

Construction Work In Progress (“CWIP”); treatment of pre-commercial costs not included in 

CWIP as a regulatory asset, including deferred cost recovery; and recovery of prudently incurred 

costs if the project is abandoned or cancelled for reasons beyond the developer’s control. 

  

                                                 
18 Order No. 679 at P 58. See also Potomac-Appalachian Transmission Highline, 122 FERC ¶ 61,188 at 

P 29 (2008).  In Order No. 679-A (at P 49), the Commission clarified the operation of this rebuttable 
presumption by noting that a regional planning process must, in fact, consider whether the project 
ensures reliability or reduces the cost of delivered power by reducing congestion. 

19 Order No. 679-A at P 27.  See also 18 CFR § 35.35(d) (2014) (“The applicant must demonstrate that 
the facilities for which it seeks incentives either ensure reliability or reduce the cost of delivered 
power by reducing transmission congestion consistent with the requirements of section 219, that the 
total package of incentives is tailored to address the demonstrable risks or challenges faced by the 
applicant in undertaking the project, and that resulting rates are just and reasonable.”) 

20 Ameren Services Co., 135 FERC ¶ 61,142 at P 35 (2011) (quoting Order No. 679-A at P 40). 
21 See Policy Statement on Promoting Transmission Investment through Pricing Reform, 141 FERC ¶ 

61,129 (2012) (“Policy Statement”). 
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A. The Project Promotes Transmission System Reliability, as Determined 
Through a Fair and Open Regional Planning Process 

Applicants seeking rate incentives are required to demonstrate that the project at issue 

either promotes reliability or reduces the cost of delivered power by reducing transmission 

congestion.22  A rebuttable presumption that the FPA section 219 requirement is met applies in 

either of two circumstances: “(i) the transmission project results from a fair and open regional 

planning process that considers and evaluates projects for reliability and/or congestion and is 

found to be acceptable to the Commission; or (ii) a project has received construction approval 

from an appropriate state commission or state siting authority.”23  As discussed more fully 

below, the CAISO selected the Project as necessary to address the identified reliability concerns 

in southern Orange County.  The Project is pending construction approval from the CPUC, the 

appropriate state commission or state siting authority. 

The 2010-2011 CAISO Transmission Plan explains the transmission planning process.  

Essentially, the Transmission Plan “provides a comprehensive evaluation of the [CAISO] 

transmission grid to identify upgrades needed to successfully meet California’s policy goals, in 

addition to examining conventional grid reliability requirements and projects that can bring 

economic benefits to consumers.”24  Key analytics include, among other things, “[i]dentification 

of transmission upgrades and additions needed to reliably operate the network and comply with 

applicable [NERC and CAISO] planning standards and reliability requirements.”25  According to 

                                                 
22 Order No. 679, P 37; Order No. 679-A at P 5. 
23 See n.18, supra. 
24 Exhibit No. SDG-2 at 8. 
25 Id. 
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the Plan, compliance with those standards and reliability requirements “are a foundational 

element of the transmission plan.”26   

In evaluating the Project for reliability purposes, the CAISO performed detailed studies 

of the southern Orange County area to evaluate the overall reliability risks of southern Orange 

County.  The studies revealed that the southern Orange County area is susceptible to multiple 

NERC Category C overloads by 2020, and that electric customers in the area are increasingly at 

risk of service interruption due to involuntary load shedding.  The 2010-2011 Transmission Plan 

noted: 

Power flow study results of the peak load scenarios identified numerous 
facility loadings that exceeded their rated capabilities under Category C 
contingencies beyond 2015. All three alternatives considered here can 
mitigate the loading issues for Category C contingencies. In order to 
determine the most effective alternative, aspects beyond just the NERC 
compliance were taken into consideration. Historical data for bus outages 
at Talega and planned outages that put load at risk was accumulated and 
examined. It was quite evident that the lack of second source into southern 
Orange County puts more load at risk than the Category C issues noticed 
in the reliability assessment of the system. Hence, in order to improve the 
overall reliability of this system, it is important to bring another source 
into this area.27 

The CAISO also evaluated three alternatives28 and selected the Project, identified by the 

CAISO as Alternative 3, as “the most effective, feasible solution to meet the reliability needs of 

southern Orange County area.”29  Specifically, the CAISO identified two alternatives to the 

Project that would also meet NERC reliability standards.  The CAISO rejected those alternatives, 

                                                 
26 Id. at 16.  The Plan’s reliability assessment is summarized at 16-18. 
27 Exhibit No. SDG-2, Transmission Plan at 210.  The Transmission Plan is voluminous and no longer 

available on the CAISO website.  Exhibit No. SDG-2 contains relevant excerpts from the 
Transmission Plan. 

28 Id. at 208-210. 
29 Id. at 210. 
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however, due to a combination of cost and effectiveness at improving system reliability.  In 

concluding that the Project is preferable to the alternatives it considered, the CAISO stated:   

The project submitted by SDG&E (Alternative 1) aims to achieve [adding 
an additional bulk power connection to the South Orange County area], 
but Alternative 3 achieves similar reliability performance at a considerably 
lower cost. Alternative 2 mitigates the Category C issues through 2021, 
but fails to deliver another source into this area and hence fails to address 
the risk of load shedding due to contingencies at Talega. Alternative 3 [the 
Project] provides another source into southern Orange County system at 
very little extra cost compared to Alternative 2. It also offers a potential 
for future upgrades in case of further load growth. After a comprehensive 
analysis, the ISO staff concluded that SOCRUP Alternative 3 as the most 
effective, feasible solution to meet the reliability needs of southern Orange 
County area. Therefore, the ISO has found that the SOCRUP Alternative 3 
project is needed to address the reliability concerns in the southern Orange 
County area. 30 

In sum, the 2010-2011 Transmission Plan concluded that: (1) “it is important to bring 

another source into this area”31 to improve the overall reliability of the area and (2) the Project is 

“the most effective, feasible solution to meet the reliability needs of southern Orange County 

area.”32  Both of those determinations remain equally applicable today.  Therefore, the need for 

the Project that the CAISO approved continues unabated.   

The Commission has previously determined that projects found by a regional 

transmission planning process to ensure reliability are entitled to the rebuttable presumption 

established in Order No. 679.  The Commission has also determined that because the CAISO’s 

transmission planning process is a fair and open regional planning process, the FPA Section 219 

threshold requirement is presumptively satisfied for a reliability project selected through that 

                                                 
30 Id. 
31 Id. 
32 Id. 
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process.33  Accordingly, the Project meets the rebuttable presumption to satisfy the reliability 

requirement. 

A. The Requested Abandonment Incentive Satisfies the Nexus Test 

Applicants for rate incentives are required to demonstrate a nexus between the incentives 

sought and the investment in question.34  The nexus test requires that an applicant demonstrate 

that the requested incentives are rationally related and “tailored to address the demonstrable risks 

or challenges faced by the applicant.”35  It is no longer necessary for an applicant to make a “but 

for” showing – i.e., that a project will not be built without the requested incentives – to satisfy 

the nexus requirement.  Nor is it necessary for the applicant to demonstrate that the project for 

which it seeks incentives is a “non-routine” project.36  Rather, applicants “must provide 

sufficient explanation and support” regarding how the incentives requested are tailored to 

address the risks and challenges of the project.   

As discussed below, the requested Abandonment Incentive is narrowly tailored to address 

the risks and challenges of the Project, i.e., primarily, permitting-related regulatory and litigation 

risks associated with the CPCN permitting process.  Accordingly, the requisite nexus test is 

satisfied. 

                                                 
33 San Diego Gas & Electric Co., 151 FERC ¶ 61,011 at P 30, Citizens Energy Corp., 129 FERC ¶ 

61,242 at P 16 (2009) (holding that approval through the CAISO’s transmission planning process was 
a factor establishing rebuttable presumption).  See also Pacific Gas and Electric Co., 148 FERC ¶ 
61,195 at P 14 (2014). 

34 Order No. 679 at PP 1-2, 26.  See also 18 CFR § 35.35(d) (2015). 
35 Order No. 679-A at P 115; Order No. 679 at P 48. 
36 See Policy Statement at P 10 (The Commission “re-frame[d] its application of the nexus test” such 

that it “no longer rel[ies] on the routine/non-routine analysis.” Id.).  Nonetheless, Mr. Geier notes in 
his testimony that most of SDG&E’s transmission projects do not require CPCN authorization.  
“Those that do require a CPCN tend to be the largest, most costly, most complex and most 
contentious projects that SDG&E is developing at any given time.” Exhibit No. SDG-1 at 12. 
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1. The Permitting Process Presents Substantial Challenges  

SDG&E must obtain various Federal, state and local permits or authorizations.37  Among 

other things, SDG&E will require review from the military to construct the portion of the Project 

located on Camp Pendleton grounds, implicating the National Environmental Policy Act.  As 

discussed more fully below, infra at 13, the CPUC’s CPCN permitting process is lengthy and 

complex and appears to contain the greatest level of risk and uncertainty for Project 

commencement and completion.   

Exhibit No. SDG-3 provides a Step-by-Step Guide to the CPUC’s CPCN process.  The 

formal start of the process is the filing of a CPCN application, which includes the Proponent’s 

Environmental Assessment (“PEA”).  The PEA identifies the alternatives the applicant 

considered and explains why the applicant chose the selected alternative.  Thereafter, the CPUC 

staff reviews the application for completeness and once it is deemed complete, the CPUC 

commences its two-prong review of CPCN application:  an environmental review and a purpose 

and need review.  Specifically, the CPUC, as lead agency under the California Environmental 

Quality Act (“CEQA”), conducts an environmental review.  Under this review track, the CPUC 

will conduct an independent evaluation of any environmental issues that must be addressed in the 

preferred route, including considering alternatives to the proposed project.  The CPUC will also 

solicit comments from other agencies and from the public.  Ultimately, the CPUC could approve 

or modify the Project, including imposing mitigation measures for any significant environmental 

impacts, or could reject the Project. 

In addition to its environmental review of the Project, the CPUC also conducts a purpose 

and need review.  Pursuant to California law, the purpose and need review includes consideration 

                                                 
37 See Exhibit No. SDG-5. 
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of project alternatives.  Such alternatives are not only other transmission solutions but are much 

broader, including “demand-side alternatives such as targeted energy efficiency, ultraclean 

distributed generation…and other demand reduction resources.”38  As with the environmental 

review, possible outcomes of the purpose and need review include approval, with or without 

modifications, or rejection.  Both review tracks typically involve broad public participation, 

including administrative litigation before an administrative law judge.   

While SDG&E has no assurance that it will receive all of the required permits, as a 

general matter, SDG&E anticipates that the CPCN will be the most challenging permit to obtain.  

The CPCN process routinely is lengthy, complex, resource-intensive, and often contentious.39  

And it has been especially so for the SOCRE Project.  Indeed, SDG&E has been so concerned 

about the three-year delay in the CPUC’s processing of the CPCN application that SDG&E 

recently submitted a letter to the President of the CPUC, co-signed by Mr. Geier, noting the 

three-year delay and delineating concerns about anomalies in the environmental review and 

application process.  See Exhibit No. SDG-4. 

For instance, SDG&E filed the CPCN application on May 18, 2012.  It was deemed 

complete in January 2013 and the CEQA scoping meetings and comment period were complete 

by February 2013.  However, a Draft Environmental Impact Report (“DEIR”) was not circulated 

until two years later, in February 2015.  Six months later, in August 2015, the DEIR was revised 

and recirculated with new proposals.  It appears that hearings will be scheduled for November 

2015.  SDG&E has requested issuance of a final decision on the Project in the first quarter 2016 

                                                 
38 California Public Utilities Code §1002.3. 
39 For instance, SDG&E filed its CPCN application for the Sunrise Powerlink Project on August 4, 

2006.  It was contested for various reasons and the CPUC did not issued its decision until December 
18, 2008.   
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to provide SDG&E with a realistic opportunity to energize the Project that the CAISO approved 

in its 2010-2011 Transmission Plan to address comprehensively the reliability needs in southern 

Orange County.   

Of course, as noted below, it is not clear whether and to what extent the final decision 

will permit the Project, as approved by the CAISO, to go forward or impose environmental 

mitigation measures or other conditions on the Project which may render its construction 

completely unachievable, or unachievable within the time-frame needed to address 

comprehensively the reliability issues that the CAISO in its 2010-2011 Transmission Plan. 

In sum, the regulatory risks associated with obtaining regulatory approvals to construct 

the Project in a timely manner are substantial and challenging.   

2. The Abandonment Incentive Appropriately Mitigates SDG&E’s 
Development Risk 

The Commission permits recovery of 100% of the prudently incurred costs for a project 

that is cancelled for reasons beyond an applicant’s control.  The Commission’s reasoning is that 

permitting cost recovery serves “an effective means to encourage transmission development by 

reducing the risk of non-recovery of costs.”40  This incentive thus alleviates developers’ 

disincentive to invest if their lenders and shareholders otherwise would be required to bear the 

costs of projects that must be abandoned for reasons the developer cannot control.   

The Commission has determined that abandoned plant recovery is appropriate in 

circumstances such as where a project developer has been unable to obtain necessary regulatory 

                                                 
40 Order No. 679 at P 163.  See also Policy Statement at P 14 (citing Order No. 679 at P 163) (“[T]he 

incentive that allows for 100 percent recovery of prudently incurred costs of transmission facilities 
that are abandoned for reasons beyond the control of the transmission owner…reduces the regulatory 
risk of non-recovery of prudently incurred costs.”). 
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approvals or rights of way.41  As explained in Mr. Geier’s Testimony, and as discussed above, 

SDG&E faces risks such as environmental, regulatory, siting, and permitting risks that are 

outside of SDG&E’s control and could lead to abandonment of the Project.42  These are precisely 

the kinds of risks in SDG&E’s development of the Project that the Commission has previously 

found to warrant abandoned cost recovery.43   

Moreover, affording SDG&E abandoned cost recovery encourages not only timely but 

also smarter development of transmission infrastructure.  Absent the opportunity to recover 

prudently incurred costs, utilities such as SDG&E would be forced to minimize exposure by 

undertaking less development work in the pre-approval stage of the Project.  SDG&E has already 

begun detailed engineering work to expedite procurement and construction after receipt of 

regulatory approvals.  Abandoned cost recovery will allow SDG&E to continue to move forward 

with the significant pre-approval development work required to construct the Project in a timely 

manner should SDG&E obtain the necessary approvals and, more generally, would send a 

positive signal to other developers in the marketplace. 

3. The Abandonment Incentive Is Narrowly Tailored To Address the 
Risks and Challenges of the Project 

The Commission has stated that in making its determination concerning whether an 

applicant has met the nexus test, “the Commission will examine the total package of incentives 

being sought, the inter-relationship between any incentives, and how any requested incentives 

address the risks and challenges faced by the project.”44  Order No. 679 permits utility sponsors 

                                                 
41 See Order No. 679 at P 163.  See also S. Cal. Edison Co., 129 FERC ¶ 61,246 at PP 67-68 (2009). 
42 Exhibit No. SDG-1 at 15-18. 
43 See, e.g., Pacific Gas and Electric Co., 148 FERC ¶61,195 at P 15 (2014). 
44 Order No. 679-A at P 21. 
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of abandoned transmission projects to recover 100% of their prudently incurred development 

costs “if such abandonment is outside the control of management,” on the ground that this 

incentive will “encourage transmission development by reducing the risk of non-recovery of 

costs.”45   

As a general matter, assurance that prudently incurred costs can be recovered should 

abandonment be required for a reason beyond the developer’s control, supports investment of 

significant equity capital on project development.  Development activities include permitting and 

environmental studies, detailed engineering and design, contracting labor and materials, and, on 

certain projects, acquiring right-of-way.  Without abandoned plant cost recovery protection, 

developers are at risk for the costs of these development activities.  However, the ultimate 

decision on whether a transmission project that requires regulatory approvals can proceed rests 

with permitting agencies and regulatory bodies that are not necessarily under an obligation to 

approve or act timely on a proposed project or with commercially acceptable conditions. 

SDG&E has already expended substantial resources, both direct spending and internal 

labor, in order to develop a Project that had the greatest likelihood of satisfying the reliability 

requirements of SDG&E’s customers in southern Orange County, without assurance of cost 

recovery for these development costs, because of its obligation to ensure ongoing safe and 

reliable service.  Mr. Geier estimates that thus far, SDG&E has incurred in excess of $31 million 

toward the development of the Project, a figure that SDG&E anticipates will approach $35 

million by the end of calendar year 2015.  A substantial percentage of those costs were incurred 

                                                 
45 Order No. 679 at P 163; RITELine Illinois, LLC, 137 FERC ¶ 61,039 at PP 84-85 (2011); Pioneer, 

126 FERC ¶ 61,281 at P 75 (2009). 
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on the preparation of the utility’s development plan, and were incurred with no certainty that 

SDG&E’s development plan would be approved by the CPUC.  

SDG&E believes that the Project should receive all necessary regulatory approvals.  

SDG&E does not expect to need to abandon the Project; yet the possibility remains that such 

abandonment may be necessary for reasons beyond SDG&E’s control.  For instance, an inability 

to obtain the requisite approvals or to implement any required environmental mitigation could 

result in Project cancellation.  Further, subsequent regulatory or judicial actions could result in 

SDG&E needing to abandon the Project even if SDG&E receives all necessary approvals.  If the 

timing of obtaining approvals or implementing required environmental mitigation measures does 

not allow SDG&E to satisfy the CAISO’s desire to have the Project in service in a reasonable 

time-frame that could also jeopardize the viability of the Project.   

As the Commission observed, “the incentive that allows for 100 percent recovery of 

prudently incurred costs of transmission facilities that are abandoned for reasons beyond the 

control of the transmission owner…reduces the regulatory risk of non-recovery of prudently 

incurred costs.”46  The requested Abandonment Incentive, therefore, is important from a 

financial perspective and tailored to the risks and challenges that SDG&E will face in developing 

this Project.47  This is especially important where, as here, the Project enhances reliability for 

southern Orange County in an environmentally sound manner. 

For the foregoing reasons, SDG&E requests that the Commission find that SDG&E has 

appropriately met the nexus requirement and is authorized to recover 100 percent of its prudently 

                                                 
46 Policy Statement at P 14. 
47 SDG&E utilizes a formula to establish its transmission rates, which provides a mechanism for 

recovery of eligible costs.  In this filing SDG&E is not proposing rate changes pursuant to FPA 
Section 205; however, SDG&E will reflect the effect of the requested incentives in future formula 
rate update filings at appropriate times. 
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incurred costs of developing the Project should SDG&E be required to abandon or cancel the 

Project for reasons beyond SDG&E’s control.  SDG&E understands such authorization is subject 

to SDG&E making a future FPA Section 205 filing to recover such costs should SDG&E be 

required to abandon or cancel the Project, in whole or in part.48 

III. TECHNOLOGY STATEMENT 

Order No. 679 requires applicants for incentive rates to submit a technology statement 

discussing whether advanced technologies will be employed in developing a project.  Section 

1223 of the Energy Policy Act of 2005 defines the term “advanced transmission technologies” as 

“technology that increases the capacity, efficiency, or reliability of an existing or new 

transmission facility.”49  SDG&E will use several “advanced transmission technologies” in 

developing the Project, including: LIDAR, helicopters, optical ground wire and fiber optic cable, 

and mobile device applications.  SDG&E will also use substation-related advanced technologies, 

including: gas-insulated substation technology, condition-based monitoring and supervisory 

control and data acquisition infrastructure.  SDG&E’s use of these advanced technologies is 

explained in Mr. Geier’s Testimony and incorporated here by reference here.50 

  

                                                 
48 Order No. 679 at PP 163-166. 
49 42 U.S.C. §16422(a) (2014). 
50 Exhibit No. SDG-1 at 25-27. 
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IV. COMMUNICATIONS 

All communications, correspondence, and documents related to this proceeding should be 

served upon the following persons: 

Steve Williams 
FERC Case Manager 
San Diego Gas & Electric Company 
8330 Century Park Court, CP32H 
San Diego, CA 92123 
Phone: 858-650-6158 
E-mail: swilliams@semprautilities.com 
 

Georgetta J. Baker  
Senior Counsel  
San Diego Gas & Electric Company  
8330 Century Park Court, CP32D 
San Diego, CA 92123  
Phone: 858-654-1668  
E-mail: gbaker@semprautilities.com 

A copy of this Petition has been served on the California Public Utilities Commission and 

on the CAISO.  Attachment A to this filing includes a notice of filing suitable for publication in 

the Federal Register. 

V. MATERIALS SUBMITTED HEREWITH 

Together with the Petition for Declaratory Order, SDG&E hereby submits each of the 

following: 

1. Attachment A: Notice of Filing suitable for publication in the Federal 
Register 

2. Exhibit No. SDG-1 Prepared Direct Testimony of David L. Geier 

3. Exhibit No. SDG-2 Relevant Excerpts from CAISO 2010-2011 Transmission 
Plan Approving the SOCRE Project (May 18, 2011) 

4. Exhibit No. SDG-3  Step-by-Step Guide to the CPUC’s CPCN Application 
Process for Utility Construction Transmission Projects  

5. Exhibit No. SDG-4 SDG&E Letter to the CPUC regarding concerns with the 
CPCN Process (September 9, 2015) 
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6. Exhibit No. SDG-5 List of Anticipated Permits, Authorizations and 
Requirements for the Project  

Concurrently with this electronic filing, SDG&E is submitting by overnight mail a check 

in the amount of $24,730.00 for the filing fee for this Petition. 

VI. CONCLUSION 

WHEREFORE, SDG&E respectfully requests that the Commission issue a declaratory 

order authorizing SDG&E to recover 100 percent of all prudently-incurred development and 

construction costs if SDG&E is required to abandon or cancel the Project, in whole or in part, for 

reasons beyond SDG&E’s control.   

SDG&E understands that such cost recovery is subject to SDG&E demonstrating in a 

future FPA Section 205 filing that the costs were prudently incurred. 

Respectfully submitted,  
 
/s/ Georgetta J. Baker  
Georgetta J. Baker 
8330 Century Park Court, CP32D 
San Diego, CA 92123 
Telephone: (858) 654-1668 
Facsimile:  (619) 699-5027 
Email:  gbaker@semprautilities.com 
 
Attorney for: 
San Diego Gas & Electric Company 

 
September 23, 2015 

 



ATTACHMENT A 



UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 
 

San Diego Gas & Electric Company  ) Docket No. EL15-___-000 

 

NOTICE OF PETITION FOR DECLARATORY ORDER 

(September__, 2015) 

 

Take notice that on September 23, 2015, San Diego Gas & Electric Company (SDG&E), 
pursuant to Rule 207 of the Rules of Practice and Procedures of the Federal Energy Regulatory 
Commission (FERC or Commission), 18 CFR 385.207, section 219 of the Federal Power Act, 16 
U.S.C. 824(s), and Order No. 679,1 San Diego Gas & Electric Company filed a petition for 
declaratory order requesting authorization of incentive treatment for the South Orange County 
Reliability Enhancement Project (Project).  SDG&E requests incentive rate treatment for 
application to the Project that will authorize recovery of one hundred percent of all prudently-
incurred development and construction costs if the Project is abandoned or cancelled, in whole or 
in part, for reasons beyond SDG&E’s control.  

Any person desiring to intervene or to protest this filing must file in accordance with 
Rules 211 and 214 of the Commission’s Rules of Practice and Procedure (18 CFR 385.211, 
385.214).  Protests will be considered by the Commission in determining the appropriate action 
to be taken, but will not serve to make protestants parties to the proceeding.  Any person wishing 
to become a party must file a notice of intervention or motion to intervene, as appropriate.  Such 
notices, motions, or protests must be filed on or before the comment date.  On or before the 
comment date, it is not necessary to serve motions to intervene or protests on persons other than 
the Applicant. 

The Commission encourages electronic submission of protests and interventions in lieu 
of paper using the “eFiling” link at http://www.ferc.gov.  Persons unable to file electronically 
should submit an original and 5 copies of the protest or intervention to the Federal Energy 
Regulatory Commission, 888 First Street, NE, Washington, DC 20426. 

This filing is accessible on-line at http://www.ferc.gov, using the “eLibrary” link and is 
available for electronic review in the Commission’s Public Reference Room in Washington, DC.  
There is an “eSubscription” link on the web site that enables subscribers to receive email 
notification when a document is added to a subscribed docket(s).  For assistance with any FERC 

                                                      
1 Promoting Transmission Investment through Pricing Reform, Order No. 679, 71 FR 43294 (Jul. 31, 

2006), FERC Stats. & Regs. ¶ 31,222 (2006) (“Order No. 679”), order on reh’g, Order No. 679-A, 72 
FR 1152 (Jan. 10, 2007), FERC Stats. & Regs. ¶ 31,236 (“Order No. 679-A”), order on reh’g, 119 
FERC ¶ 61,062 (2007). 
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Online service, please email FERCOnlineSupport@ferc.gov, or call (866) 208-3676 (toll free).  
For TTY, call (202) 502-8659.  

Comment Date: 5:00 pm Eastern Time on _______. 

 

Nathaniel J. Davis, Sr., 
Deputy Secretary 
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UNITED STATES OF AMERICA 1 
BEFORE THE 2 

FEDERAL ENERGY REGULATORY COMMISSION 3 
 4 

San Diego Gas & Electric Company )  Docket No. EL15-___-000 5 

PREPARED DIRECT TESTIMONY OF 6 
DAVID L. GEIER ON BEHALF OF 7 

SAN DIEGO GAS & ELECTRIC COMPANY  8 
 

INTRODUCTION 

Q1. Please state your name and business address. 9 

A1. My name is David L. Geier.  My business address is 8330 Century Park Court, San 10 

Diego, California 92123. 11 

Q2. By whom and in what capacity are you employed? 12 

A2. I am employed by San Diego Gas & Electric Company (“SDG&E”) as its Vice President 13 

– Electric Transmission and System Engineering. 14 

Q3. What are your duties and responsibilities? 15 

A3. In my present position I oversee the planning, design and engineering of SDG&E’s 16 

distribution, transmission and substation facilities. I am also responsible for operating the 17 

transmission grid. 18 

Q4. Please describe your educational background. 19 

A4. I hold a Bachelor of Science Degree in Electrical Engineering and Power Engineering 20 

curriculum from the University of Illinois, Urbana.  I also hold a Master of Science 21 

Degree in Electrical Engineering and Computer Engineering Curriculum from San Diego 22 

State University. I am a registered professional engineer in California. 23 
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Q5. Please state your work experience prior to the work you are doing today. 1 

A5. I have held several previous management positions at SDG&E, including director of 2 

electric grid and distribution services, manager of direct access implementation, and 3 

supervisor of several SDG&E operations and facilities.  Before joining SDG&E in 1980, 4 

I worked for Wisconsin Electric Power Company in Milwaukee. 5 

Q6. Have you ever testified before the Federal Energy Regulatory Commission 6 

(“Commission” or “FERC”)?  7 

A6. No, I have not.  8 

Q7. What is the purpose of your Prepared Direct Testimony? 9 

A7. The purpose of my testimony is to support the abandoned project cost recovery incentive 10 

that SDG&E is requesting in its Petition for Declaratory Order for the South Orange 11 

County Reliability Enhancement (“SOCRE”) Project (“Project” or “SOCRE Project”).  I 12 

will first describe SDG&E and provide an overview of the SOCRE Project, including its 13 

purpose and need.  I will then describe the key features of the Project, including how it 14 

best addresses identified reliability concerns and the California Independent System 15 

Operator Corporation’s (“CAISO”) selection and approval process for the Project.  Next, 16 

I will briefly explain the lengthy and complex state regulatory approval process needed to 17 

construct the Project and the related regulatory and litigation risks that are outside of 18 

SDG&E’s control.  Finally, I will explain why granting the requested incentive to recover 19 

100 percent of the costs of the Project if SDG&E is forced to abandon or cancel the 20 

Project for reasons beyond its control (“Abandonment Incentive”) is appropriate and 21 

consistent with Commission precedent and policy: 22 
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 the Project was identified by the CAISO in its Board-approved 2010-2011 1 

Transmission Plan as necessary to address the reliability concerns in southern 2 

Orange County, and 3 

 SDG&E has satisfied the nexus test in that the requested Abandonment 4 

Incentive is narrowly drawn to reflect the risks and challenges of the Project. 5 

Q9. Are you sponsoring any exhibits? 6 

A9. Yes.  I am sponsoring the following exhibits. 7 

 Exhibit No. SDG-1 Prepared Direct Testimony of Dave Geier 8 

 Exhibit No. SDG-2 Excerpts from the CAISO 2010-2011 Transmission Plan 9 
(issued May 18, 2011)  10 

 Exhibit No. SDG-3 A Step-by-Step Guide to the California Public Utilities; 11 
Commission (“CPUC”) Certificate of Public Convenience 12 
and Necessity (“CPCN”) Application Process for Utility 13 
Construction Transmission Projects 14 

 Exhibit No. SDG-4 SDG&E Letter to the CPUC Regarding the CPCN Process 15 
(September 9, 2015) 16 

 Exhibit No. SDG-5 Anticipated Permit, Approval, and Consultation 17 
Requirements for the Project 18 

Q10. Are you SDG&E’s only witness in this proceeding? 19 

A10. Yes. 20 

Q11. Please describe SDG&E. 21 

A11. SDG&E is a California public utility corporation with its principal place of business at 22 

8330 Century Park Court, San Diego, California.  SDG&E is engaged in the 23 

transmission, distribution, and sale of energy services to approximately 3.5 million 24 

consumers in San Diego and Orange Counties, California, pursuant to regulation by the 25 
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Commission and by the CPUC.  SDG&E is a Participating Transmission Owner, as that 1 

term is defined in the FERC Tariff of the CAISO, and has transferred operational control 2 

of its transmission system to the CAISO.   3 

Q12. Please briefly describe the SOCRE Project, as proposed by SDG&E.  4 

A12.   In a nutshell, SOCRE is a reliability Project, estimated to cost approximately $350-400 5 

million.  The Project is necessary for two reasons; it will permit SDG&E to (1) comply 6 

with the mandatory and enforceable reliability standards of the North American Electric 7 

Reliability Corporation (“NERC”) and directives and reliability standards of the CAISO 8 

and (2) increase electric network reliability and reduce the risk of a potential widespread 9 

outage affecting all of SDG&E’s customers and substations in the southern Orange 10 

County area.  SDG&E’s southern Orange County service area, located at the northern end 11 

of SDG&E’s service territory, has more than 129,000 electric customer accounts 12 

(including approximately 300,000 consumers).  This represents approximately 10% of 13 

SDG&E’s total customer load (approximately 500 megawatts).  14 

Q13. Please elaborate. 15 

A13. Currently, the southern Orange County customers are served by a 138 kV system sourced 16 

from a single 230 kilovolt (“kV”) to 138 kV substation.  As a result of that single source, 17 

southern Orange County customers are at risk of prolonged outages or other disruptions 18 

should problems occur at this substation.  Such outages could impact public safety, such 19 

as health care, public schools, police and fire response, traffic signals, access to 20 

telecommunications, and the supply of fresh water and treatment of wastewater.  The 21 

SOCRE Project would mitigate the risks by, among other things, providing a second 22 
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independent 230 kV source to southern Orange County at the proposed rebuilt Capistrano 1 

Substation.  2 

Q14. How will the SOCRE Project address the NERC reliability requirements referenced 3 

above? 4 

A14. The SOCRE Project, as proposed by SDG&E, allows SDG&E to comply with the NERC 5 

Reliability Standards by avoiding the need to interrupt electric service to some of its 6 

customers in southern Orange County following loss of a single bus element, circuit 7 

breaker, or multiple lines or transformers to ensure that the rest of the system remains 8 

within applicable facility ratings.  The SOCRE Project also allows SDG&E to comply 9 

with NERC Reliability Standards during necessary maintenance events.  In addition to 10 

meeting these mandatory requirements, the SOCRE Project also mitigates numerous 11 

other contingencies under which SDG&E would have to interrupt electric service to its 12 

customers, and mitigates the risk of southern Orange County being reliant on power from 13 

a single substation.  The SOCRE Project is designed to bring the system into compliance 14 

with FERC’s requirements, and to avoid the unnecessary loss of electric service to 15 

customers.   16 

Q15. Please continue. 17 

A15. NERC Reliability Standard TPL-001-04 requires the system to be stable and within 18 

applicable facility ratings after, among other contingencies, loss of a single bus element, 19 

circuit breaker, or multiple lines or transformers.  Planning studies performed by SDG&E 20 

and the CAISO technical staffs indicate that the existing infrastructure in southern 21 

Orange County will be out of compliance with FERC’s standards in 2020.  This means 22 
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that the system is expected not to be stable and will not remain within applicable facility 1 

ratings upon the loss of two transmission lines at that time.  This would lead to controlled 2 

load shedding, i.e., disconnection of customers from electric service.   3 

Q16. Please describe the key features of the Project that the CAISO approved. 4 

A16. The Project requires SDG&E to rebuild [and upgrade] its existing 138/12- kV Capistrano 5 

Substation in the City of San Juan Capistrano with a new 230/138/12-kV substation 6 

called, “San Juan Capistrano Substation.”  SDG&E will also replace an existing 138 kV 7 

transmission line (T13825) with a new double-circuit 230-kV transmission line to 8 

connect the proposed San Juan Capistrano Substation to Talega Substation in San Diego 9 

County, east of the city of San Clemente.  The addition of the proposed 230 kV double-10 

circuit extension would bring a new 230 kV transmission source into southern Orange 11 

County.  More particularly, the primary components of the Project would include: 12 

1. Rebuilding and upgrading the 138/12-kV 60-megavolt ampere (MVA)1 air-13 
insulated Capistrano Substation as a 230/138/12-kV 784-MVA gas-insulated 14 
substation that would be named San Juan Capistrano Substation; 15 

2. Replacing a single-circuit 138-kV transmission line between the applicant’s 16 
Talega and Capistrano substations with a new double-circuit 230-kV transmission 17 
line (approximately 7.8-miles long); 18 

3. Relocating several transmission line segments (approximately 1.8 miles, total) 19 
adjacent to Talega and Capistrano substations to accommodate the proposed 20 
Capistrano Substation expansion and new 230-kV line; and 21 

4. Relocating several distribution line2 segments (approximately 6 miles) into new 22 
underground conduit3 and onto overhead structures, some existing and some new, 23 
located between the Capistrano Substation and the Prima Deschecha Landfill.  24 

                                                      
1 Substation capacity is typically expressed in terms of MVA for an alternating current (AC) electrical 

system. 
2 Distribution lines are defined as electrical lines that operate at voltages below 50 kV. 
3 The term conduit refers to protective tubing through which electrical transmission and distribution 

cables would be installed.  Polyvinyl chloride conduit is typically used for power line installations. 
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The Project does not require the utility to acquire substantial new rights-of-way.   1 

Q17. Why is it significant that the Project does not require the acquisition of substantial 2 

new rights-of way? 3 

A17. It’s significant because, not only does the Project address the reliability concerns that the 4 

CAISO identified in its 2010-2011 Transmission Plan, but the Project also benefits consumers in 5 

the immediate vicinity of the Project by using existing rights-of-way and avoiding the need to 6 

take private property and minimizing both permanent and temporary, construction-related 7 

environmental impacts.  The underground segment benefits consumers in the vicinity by 8 

potentially eliminating any long-term visual and environmental impacts other than potential 9 

traffic disruptions during construction.  Further, because the Project also involves replacing 10 

existing wood structures with new steel structures, the result is a reduction in potential fire risk 11 

and improved fire resistance.  This makes not only the new structures more reliable than the 12 

structures they will replace, but also the wires they support, which is a benefit that all of 13 

SDG&E’s customers will enjoy.  I will revisit this issue later in my testimony. 14 

Q18. How long as SDG&E been working on securing the necessary approvals to move 15 

forward on the SOCRE Project? 16 

A18. SDG&E has been seeking to address reliability issues in southern Orange County at least 17 

since 2008.  After careful technical review and evaluation of several alternatives in its 18 

annual transmission planning process, the CAISO approved the SOCRE Project as the 19 

most effective, feasible solution to address the identified reliability issues in its 2010-20 

2011 Transmission Plan.  The CAISO made this assessment after applying the Reliability 21 

Standards adopted by the NERC and approved by the Commission, pursuant to Section 22 

215 of the Federal Power Act, as well as its own Planning Standards reflected in its 23 



Docket No. EL15-__-000 
Exhibit No. SDG-1 

Page 8 of 27 

299571 

FERC-approved tariff.  The CAISO Board approved the Project on May 18, 2011, with 1 

an In-Service Date (“ISD”) of June 2015.  As noted, the Project was included in the 2 

CAISO’s 2010-2011 Transmission Plan, which is attached to my testimony as Exhibit 3 

SDG-2.   4 

Q19. Please describe the CAISO’s transmission planning process. 5 

A19. The CAISO’s transmission planning process is an open and non-discriminatory regional 6 

transmission planning process that considers and evaluates projects for reliability and/or 7 

congestion.  The Commission has approved the CAISO’s transmission planning process.  8 

The planning process consists of three phases which collectively run for a period of 9 

approximately two years.  The CAISO starts a new two-year process annually.  This 10 

means that at any given time, more than one “annual” process is ongoing, but at different 11 

phases of the process.  The three phases are described in Exhibit No. SDG-2 at 16-23.  12 

The transmission planning process culminates in the publication of Board-approved 13 

Transmission Plans for specified periods that set forth the projects the CAISO has 14 

selected to meet reliability and/or congestion issues identified in the applicable 15 

transmission planning process.  The CAISO approved the selection of the SOCRE Project 16 

in its 2010-2011 Transmission Plan as necessary to address the reliability issues in 17 

southern Orange County. 18 

  19 
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Q20. In approving the Project, did the CAISO identify reliability benefits of the Project? 1 

A20. Yes.  SDG&E and the CAISO performed studies identifying the need for transmission 2 

upgrades in the southern Orange County bulk power system to meet NERC reliability 3 

criteria set forth in Transmission Planning Standard, TPL-001-4.4  Specifically, the 4 

CAISO identified that by 2020, the southern Orange County area will be susceptible to 5 

multiple NERC Category C overloads, i.e., overloads caused by the loss of a single bus 6 

element, circuit breaker, or multiple lines or transformers.5  The CAISO directed SDG&E 7 

to add a second 230 kV connection to the bulk power system for the southern Orange 8 

County area to avoid risks to customer service and to satisfy NERC requirements for 9 

Category C contingencies.   10 

Q21.  Please describe the studies the CAISO performed. 11 

A21.  The CAISO performed detailed studies of the southern Orange County area as a part of 12 

the 2010-2011 Transmission Planning Process.  As stated in the CAISO’s 2010-2011 13 

Transmission Plan:6 14 

                                                      
4 The NERC is the entity responsible for developing, among other things, mandatory electric 

transmission planning reliability criteria.  These criteria consider four different categories of system 
conditions, or “contingencies,” referred to as Categories A-D.  These categories may be summarized 
as follows:  Category A – Normal conditions with all facilities in service; Category B – Loss of a 
single element (line, transformer, or generator) generally referred to as an N-1 condition; Category C 
– Loss of a single bus element, circuit breaker failure, or loss of multiple lines or transformers, 
generally referred to as an N-1-1 or N-2 condition  and Category D – An extreme system event, such 
as loss of multiple system elements, loss of an entire voltage level at a single substation, and so forth.  
TPL-001-4 uses different designations for the same system conditions.  My testimony focuses on 
Category C contingencies. 

5 Category C contingencies are defined by NERC transmission planning standard TPL-003-0b Table I.  
This standard was superseded by NERC standard TPL-001-4 effective January 1, 2015.  In the 
currently- effective standard, the contingency types defined as Category C have been replaced with 
Categories P2, P4, P5, P6, and P7.  However, because the functional definition for each contingency 
type has not changed, this testimony will continue to use the term Category C, for convenience. 

6 CAISO 2010-2011 Transmission Plan, issued May 18, 2011, p. 209. 
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Power flow study results of the peak load scenarios identified 1 
numerous facility loadings that exceeded their rated capabilities under 2 
Category C contingencies beyond 2015.  All three alternatives 3 
considered here can mitigate the loading issues for Category C 4 
contingencies.  In order to determine the most effective alternative, 5 
aspects beyond just the NERC compliance were taken into consideration. 6 
Historical data for bus outages at Talega and planned outages that put 7 
load at risk was accumulated and examined.  It was quite evident that the 8 
lack of second source into southern Orange County puts more load at risk 9 
than the Category C issues noticed in the reliability assessment of the 10 
system. Hence, in order to improve the overall reliability of this system, 11 
it is important to bring another source into this area.  Thus, the CAISO’s 12 
studies determined that introducing a second source into southern Orange 13 
County best addressed the loading issues for Category C contingencies.   14 

Q22. Did the CAISO consider alternatives to the Project? 15 

A22. Yes.  The CAISO identified two alternatives to the Project that would also meet NERC 16 

reliability standards.  The CAISO rejected those other alternatives due to a combination 17 

of cost and effectiveness at improving system reliability.  The three alternatives that the 18 

CAISO considered were as follows: 19 

 Alternative 1 – The Project, with a second 230 kV line extending from Escondido 20 

Substation to San Juan Capistrano Substation.  21 

 Alternative 2 – Reconductoring the existing 138 kV southern Orange County 22 

system, without the addition of a second 230/138 kV source. 23 

 Alternative 3 – The Project, as proposed by SDG&E and described above. 24 

In concluding that the Project, as proposed by SDG&E, is preferable to the alternatives it 25 

considered, the CAISO stated:   26 

The project submitted by SDG&E (Alternative 1) aims to achieve 27 
[adding an additional bulk power connection to the South Orange County 28 
area], but Alternative 3 achieves similar reliability performance at a 29 
considerably lower cost.  Alternative 2 mitigates the Category C issues 30 
through 2021, but fails to deliver another source into this area and hence 31 
fails to address the risk of load shedding due to contingencies at Talega.  32 
Alternative 3 [the Project] provides another source into southern Orange 33 
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County system at very little extra cost compared to Alternative 2.  It also 1 
offers a potential for future upgrades in case of further load growth.  2 
After a comprehensive analysis, the ISO staff concluded that SOCRUP 3 
Alternative 3 as the most effective, feasible solution to meet the 4 
reliability needs of southern Orange County area.  Therefore, the ISO has 5 
found that the SOCRUP Alternative 3 project is needed to address the 6 
reliability concerns in the southern Orange County area. 7 7 

Here, the CAISO once again determined that a second bulk power 8 

connection to the high-voltage network was necessary to ensure reliable electric 9 

service for southern Orange County and that the Project, which the CAISO 10 

designated as SOCRUP Alternative 3, was the most effective, feasible solution to 11 

meet the reliability needs of southern Orange County area. 12 

Q23. How will the Project be managed on an ongoing basis? 13 

A23. SDG&E will own the Project and be responsible for maintaining the Project.  The CAISO 14 

will have operational control of the project as the system operator, under the CAISO’s 15 

FERC-approved CAISO tariff and the FERC-accepted Transmission Control Agreement 16 

between the CAISO and SDG&E.  17 

Q24. How will the costs of this Project be recovered? 18 

A24. SDG&E will recover the costs of the Project in the appropriate rate filing.  Currently, 19 

SDG&E has a formula rate mechanism, the Fourth Transmission Owner Formula, or TO4 20 

Formula.  The TO4 Formula will end on December 31, 2018.  It is not clear at this time 21 

whether SDG&E will file a new formula rate mechanism or use a traditional cost of 22 

service rate mechanism, using Period 1 and Period 2 cost data.  In any event, SDG&E 23 

will include the related costs of the Project in a subsequent Base Transmission Revenue 24 

Requirements (“BTRR”) rate filing.  The High Voltage cost components of the BTRR 25 

                                                      
7 CAISO 2010-2011 Transmission Plan, issued May 18, 2011 at 209. 
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will be recovered via the CAISO’s Transmission Access Charge mechanism where costs 1 

are allocated to consumers based on the load ratio share for each CAISO Load Serving 2 

Entity.   3 

CPCN PERMITTING PROCESS IS LENGTHY AND COMPLEX  4 

Q25. Mr. Geier, why does the SOCRE Project requires a CPCN from the CPUC to 5 

construct the Project? 6 

A25. A CPCN tends to be required for the largest, most costly, most complex and most 7 

contentious projects that SDG&E is developing at any given time.  As a general matter, 8 

obtaining a CPCN is a lengthy and complex process.  Exhibit No. SDG-3 contains a Step-9 

by-Step Guide to the CPCN application process.  I note here that SDG&E’s application 10 

for a CPCN to construct SOCRE has been pending for over three years, since May 2012.  11 

SDG&E has been so concerned with the delayed CPUC action on the CPCN application 12 

that on September 9, 2015, SDG&E sent a letter to the President of the CPUC, which I 13 

co-signed, voicing its concern with the CPCN process.  The letter is attached as Exhibit 14 

No. SDG-4.   15 

In that letter, SDG&E noted the three-year delay and expressed concerns about 16 

how the environmental review and application have been processed.  Specifically, the 17 

CPCN application was filed on May 18, 2012 and deemed complete in January 2013.  18 

The California Environment Quality Act (“CEQA”) scoping meetings and comment 19 

period were complete by February 2013.  However, CEQA Staff did not circulate a Draft 20 

Environmental Impact Report (“DEIR”) until two years later, in February 2015.  Six 21 

months later, in August 2015, CEQA Staff recirculated the DEIR with new proposals.  It 22 
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appears that the hearing will be scheduled for November 2015.  In the letter, SDG&E 1 

requested assurance that the hearing would move forward and a final decision on the 2 

SOCRE Project would be issued in the first quarter 2016.  The timing is critical if 3 

SDG&E is to have any realistic opportunity of constructing the Project that the CAISO 4 

selected in its Board-approved 2010-2011 Transmission Plan as necessary to 5 

comprehensively address the identified reliability problems for southern Orange County.  6 

Q26. Please continue describing the CPCN process. 7 

A26. The CPUC’s General Order 131-D governs certain construction activities by CPUC-8 

jurisdictional public utilities and requires that SDG&E obtain a CPCN before it may 9 

begin building the Project.  As a general matter, the formal start of the process is the 10 

filing of the CPCN application, which includes a Proponent’s Environmental Assessment 11 

(“PEA”). It is important to note that applicants for a CPCN often are required to provide 12 

supplemental information before the CPUC will deem the application complete.  13 

Moreover, while the submission of an application for CPCN is the formal start of the 14 

permitting process from the agency’s perspective, from an applicant’s perspective, the 15 

process starts long before that milestone.   16 

Q27. Please explain this latter point. 17 

A27. The PEA identifies alternatives the applicant considered, the applicant’s rationale for the 18 

chosen alternative, and a host of environmental and other information concerning the 19 

proposed project.  For a Project such as this one, it is critically important for the 20 

developer to identify, to the best of its ability, a route that avoids, or at least minimizes, 21 

adverse environmental, community, and cultural impacts, while preserving the project’s 22 
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technical feasibility and economics.  This is a challenging process that often involves a 1 

series of tradeoffs because, for instance, the strictly least-cost route may have 2 

unacceptable community or environmental impacts.  Thus, the preparation of an 3 

application for a CPCN presents many challenges and involves careful consideration of a 4 

myriad of factors over a period of months or even years prior to the submission of the 5 

application. 6 

Q28. What does the CPUC consider in determining whether to grant a CPCN? 7 

A28. The CPUC analyzes a proposed project from two perspectives: (1) environmental and (2) 8 

purpose and need.  The environmental analysis is performed under CEQA.  As lead 9 

agency under CEQA, the CPUC will evaluate the Project’s environmental impacts and in 10 

so doing will give consideration to alternatives to the Project.  In both analyses, the 11 

CPUC seeks input from the public and other agencies and considers alternatives to the 12 

proposed project.  Based on its findings, the CPUC could disapprove, approve or modify 13 

a proposed project, including imposing mitigation measures for any significant 14 

environmental impacts.   15 

Q29. Is SDG&E’s CPCN application for the Project being contested? 16 

A29. Yes, several parties have protested the CPCN application.  Moreover, as noted, the 17 

CEQA Staff has circulated two DEIRs – one in February and the other in August 2015 18 

(three years after the CPCN application was filed).  SDG&E is in the process of 19 

evaluating the original and recirculated DEIRs.  20 
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Q30. You mentioned that SDG&E will need minimal amounts of new rights-of-way to 1 

construct the Project as proposed.  Do you believe that enhances the probability that 2 

SDG&E will obtain a CPCN to construct the Project? 3 

A30. I do. 4 

Q31. Please explain. 5 

A31. First and foremost, SDG&E designed the Project in order to minimize, to the extent we 6 

could, risks to the Project’s being in service on the timeframe required by the CAISO.  7 

One of the most important, if not the most important, of SDG&E’s design choices was a 8 

route that required minimal new rights-of-way, because obtaining new or expanded 9 

existing rights-of-way is very difficult and costly.  Moreover, it frequently involves 10 

exercise of eminent domain, and at a minimum adds litigation risk and quite likely delays 11 

in Project construction and in-service date.  Avoiding litigation and delays associated 12 

with rights-of-way acquisition allows the Project to be placed in service earlier than 13 

would otherwise be possible.  Additionally, by minimizing the need to acquire new 14 

rights-of-way, the scope of required environmental reviews is reduced.  Reducing the 15 

scope of environmental reviews increases the probability of obtaining the necessary 16 

CPCN to construct the Project. 17 

But the mere fact of having existing rights-of-way does not mitigate all routing-18 

related risks.  Rather, and more significant in my judgment are the facts that SDG&E will 19 

use mostly existing right-of-way that already have existing overhead electric facilities 20 

located in them and existing roadways underneath which the underground facilities will 21 

be located.  While challenging from a project design perspective, utilization of existing 22 
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rights-of-way that already have facilities in place reduces environmental impacts as 1 

compared to a route utilizing undisturbed land.  SDG&E believes that its successful 2 

identification of such a route should translate into a greater probability of achieving the 3 

necessary permits.    4 

While rights-of-way issues obviously are not the only ones that command the 5 

attention of ratepayer advocates and intervenors in CPCN proceedings, they are often a 6 

source of controversy.  Accordingly, SDG&E’s design choices – avoiding undisturbed 7 

lands and minimizing new rights-of-way acquisitions – were intended to minimize the 8 

need to acquire property and thereby enhance the probability of successfully obtaining a 9 

CPCN for the Project.   10 

Q32. Is it certain that SDG&E will receive the necessary CPCN to construct the Project? 11 

A32. No.  Although the CAISO has selected the Project as the most effective, feasible solution 12 

to meet the identified reliability needs of southern Orange County, there is no guarantee 13 

that the CPUC will issue a CPCN.  Moreover, even if SDG&E receives the necessary 14 

CPCN, that does not guarantee that SDG&E will be able to develop the Project. 15 

Q33. Why? 16 

A33. There are a range of possible outcomes from the CPUC permitting process, including the 17 

CPUC authorizing SDG&E to construct the Project along the route proposed by the 18 

utility.  On the other hand, the CPUC could decline to grant SDG&E’s application 19 

entirely, or could grant it on terms that are not reasonably acceptable to the Company.  20 

Still other possible outcomes are that the CPUC could permit the Project but require the 21 
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Company to use an alternate routing, or require SDG&E to implement onerous 1 

environmental mitigations.   2 

If the CPUC directs that SDG&E utilize a route segment for which we do not 3 

currently have rights-of-way, SDG&E would be required to obtain new rights-of-way in 4 

order to construct the Project.  Note that the CAISO approved the SOCRE project in 2011 5 

with an ISD of 2015.  The earliest possible ISD is now 2020.  However, the risk and 6 

delay associated with obtaining new rights-of-way may render the 2020 ISD infeasible 7 

unless SDG&E is required to adopt less-efficient back-stop mitigation measures.  In other 8 

words, SDG&E’s development risk is substantial and can increase for reasons beyond 9 

SDG&E’s control. 10 

Q34. Please describe the less-efficient or less-effective back-stop mitigation measures you 11 

referred to above. 12 

A34. Among the less-efficient or less-effective mitigation measures are: 13 

1) Involuntary shedding of customer load to reduce post-contingency overloads.  In 14 
some cases, load shedding may have to be done pre-contingency in order to prevent 15 
exceeding the applicable rating of a facility. 16 

2) Piecemeal reconductoring or replacement of lines or equipment that would not have 17 
to be done if the SOCRE Project was approved. 18 

3) Purchasing or condemning additional land or ROW that would not be necessary if the 19 
SOCRE Project were approved, as proposed.  20 

None of these mitigation measures in and of themselves will provide the second 21 

connection to the high-voltage bulk power network that was identified as necessary by 22 

the CAISO when the SOCRE Project was approved.  These mitigation measures, 23 

therefore, would fail to meet the objectives of the SOCRE Project even if they would 24 

meet the minimum requirements of the mandatory reliability criteria. 25 
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Q35. Apart from the CPUC, will SDG&E require permits or other authorizations from 1 

any other agencies in order to construct the Project? 2 

A35. Yes.  SDG&E anticipates it will be required to meet other Federal, State and Local 3 

permit, approval and consultation requirements for the Project.  Exhibit No. SDG-5 lists 4 

anticipated permits, authorizations and requirements for the Project.  Notably, SDG&E 5 

will require review from the military to construct the portion of the Project located on 6 

Camp Pendleton grounds, and such review could implicate the National Environmental 7 

Policy Act.   8 

Q36. Given the foregoing, what do you conclude about the probability that SDG&E will 9 

be permitted to construct the Project, as approved by the CAISO? 10 

A36. SDG&E has invested and will continue to invest considerable resources toward this 11 

project and the Company’s design choices were intended to achieve the highest 12 

probability that the Project would be permitted and constructed.  In my opinion, the 13 

merits of the Project are compelling and the need is urgent.  I am confident that there is a 14 

clear and present need for the Project and that all of the affected regulatory agencies that 15 

will oversee the Project will come to that conclusion and that SDG&E ultimately will 16 

receive all of the regulatory approvals it needs to construct this important project. 17 

However, the decision whether SDG&E will be permitted to build the Project is 18 

not in SDG&E’s hands.  SDG&E has no guarantee that it will be permitted to construct 19 

the Project at all, let alone that the Project will follow the specific route recommended by 20 

SDG&E or on a timeframe that addresses the reliability needs of SDG&E’s customers in 21 

southern Orange County.  Moreover, there is always the possibility of further regulatory 22 
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or judicial action that would frustrate SDG&E’s ability to construct the Project in a 1 

timely and cost-effective manner. 2 

THE ABANDONMENT INCENTIVE IS WARRANTED TO MITIGATE THE RISKS 3 

AND CHALLENGES OF THE PROJECT 4 

Q37. Are you familiar with the Commission’s policy governing the Abandonment 5 

Incentive? 6 

A37. Yes.  I understand that under Order No. 679,8 an applicant may seek incentive rate 7 

treatment for a transmission infrastructure investment by showing that “the facilities for 8 

which it seeks incentives either ensure reliability or reduce the cost of delivered power by 9 

reducing transmission congestion.”9  I also understand that the applicant can meet that 10 

standard by showing that “the transmission project results from a fair and open regional 11 

planning process that considers and evaluates the project for reliability and/or 12 

congestion….”10  That’s called a rebuttable presumption.  Finally, I understand that an 13 

applicant seeking an incentive must demonstrate a nexus between the incentives 14 

requested and the proposed investment, including showing that the requested incentives 15 

address project-specific risks and challenges.   16 

                                                      
8 Promoting Transmission Investment through Pricing Reform, Order No. 679, 71 FR 43294 (Jul. 31, 

2006), FERC Stats. & Regs. ¶ 31,222 (2006) (“Order No. 679”). 
9 Order No. 679 at P 76. 
10 Id. 
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In a subsequent order, Order No. 679-A,11 the Commission refined the nexus test 1 

by requiring a showing that the total package of incentives is rationally tailored to the 2 

risks and challenges of constructing new transmission.   3 

Finally, in the Policy Statement,12 the Commission reaffirmed its policy of 4 

awarding risk-reducing incentives, including, among other things, recovery of prudently 5 

incurred costs if the project is abandoned.  The Commission’s Policy Statement notes that 6 

“recovery of 100 percent of prudently incurred costs of transmission facilities that are 7 

abandoned for reasons beyond the applicant’s control…reduce the financial and 8 

regulatory risks associated with transmission investment.”13  The Policy Statement also 9 

noted that it is no longer necessary for an applicant to rely on whether the Project is 10 

“routine/non-routine” to meet the nexus test.14  11 

In my view, as discussed more fully below, granting the Abandonment Incentive 12 

for the Project is appropriate under Order Nos. 679 and 679-A, and under the Policy 13 

Statement. 14 

  15 

                                                      
11 Promoting Transmission Investment through Pricing Reform, Order No. 679-A, 72 FR 1152 (Jan. 10, 

2007), FERC Stats. & Regs. ¶ 31,236 (“Order No. 679-A”). 
12 Policy Statement on Promoting Transmission Investment through Pricing Reform, 141 FERC ¶ 

61,129 (2012) (“Policy Statement”). 
13 Policy Statement at P 11. 
14  Id. at P 10. 
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Q38. Has the Commission recently determined that SDG&E’s Sycamore-Peñasquitos 1 

transmission line project (“Sycamore-Peñasquitos Project”) met the rebuttable 2 

presumption because it had been approved in the CAISO’s transmission planning 3 

process? 4 

A38. Yes.  The CAISO approved the Sycamore-Peñasquitos Project in its 2012-2013 5 

Transmission Plan.  In San Diego Gas & Electric Company,15 the Commission stated that 6 

“because the [Sycamore-Peñasquitos Project] is necessary to ensure grid reliability and 7 

was selected in a Commission-approved regional transmission planning process, the 8 

Project meets the rebuttable presumption and satisfies the []requirements of FPA section 9 

219.”16  10 

Q39. Following that rationale, do you believe the SOCRE Project also meets the 11 

rebuttable presumption? 12 

A39. Yes, the CAISO approved SOCRE Project was approved in the CAISO’s 2010-2011 13 

Transmission Plan because the CAISO determined that the Project: (1) “is important to 14 

bring another source into this area” to improve reliability17 and (2) “is the most effective, 15 

feasible solution to meet the reliability needs of Southern Orange County area.”18  Since 16 

the CAISO expressly approved the SOCRE Project to address reliability needs, the 17 

Project meets the requisite rebuttable presumption.  18 

                                                      
15 In San Diego Gas & Electric Co., Order Granting in Part, and Denying in Part, Petition for 

Declaratory Order, 151 FERC ¶61, 011 (2015) (SDG&E Order), the Commission granted SDG&E’s 
request for the abandoned project cost recovery incentive.  

16 Id. at P 30. 
17  Transmission Plan at 210. 
18  Id.  
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Q40. In your view, is the requested Abandonment Incentive for the Project consistent 1 

with the Policy Statement? 2 

A40. Yes, the Abandonment Incentive will reduce the financial and regulatory risks associated 3 

with transmission investment if SDG&E if forced to cancel or abandon the Project, in 4 

whole or in part, due to reasons beyond its control.19  Moreover, although the 5 

routine/non-routine is no longer required for the nexus test, I note that most SDG&E’s 6 

transmission projects do not require CPCN authorization.  Those that do require CPCN 7 

authorization, like the SOCRE Project, tend to be the largest, most costly, most complex 8 

or most contentious projects that SDG&E is developing at any given time.  9 

Q41.  How did the Commission apply the nexus test for the Sycamore-Peñasquitos Project 10 

Abandonment Incentive and should it be applied similarly to the SOCRE Project?  11 

A41. The Commission found that SDG&E had met the nexus requirement and that the 12 

requested abandoned plant cost recovery incentive was warranted.  There, the 13 

Commission stated:  14 

The Commission finds that SDG&E has demonstrated that the requested 15 
Abandonment Incentive is warranted.  The Abandonment Incentive 16 
appropriately addresses the risks and challenges specific to the Project, 17 
such as regulatory and litigation risk, and the challenge of meeting 18 
CAISO’s timeline.  These risks and challenges are outside of SDG&E’s 19 
control and could potentially lead to the abandonment of the Project.  20 
Therefore, we grant SDG&E’s request for an Abandonment Incentive, 21 
subject to SDG&E’s filing under section 205 of the FPA for recovery of 22 
abandonment costs.  SDG&E must propose in a future section 205 filing 23 
a just and reasonable rate to recover such abandoned plant costs.20 24 

The same result is equally applicable to the SOCRE Project.  As discussed below, 25 

the SOCRE Project faces similar regulatory and litigation risks associated with the CPCN 26 
                                                      
19 Policy Statement at P 11. 
20 Id. at P 31. 
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permitting processes at the CPUC.  SDG&E’s CPCN application has been pending since 1 

2012 and it is contested.  Unless and until the CPUC approves a Project that will meet 2 

SDG&E’s and the CAISO’s reliability objectives, SDG&E remains subject to regulatory 3 

and litigation risks that the Abandonment Incentive is intended to address.  4 

Q42. You have stated generally, that SDG&E is entitled to the Abandonment Incentive.  5 

Can you provide more detail as to why the requested incentive is warranted?   6 

A42. Yes.  SDG&E has already expended substantial resources, both direct spending and 7 

internal labor, in order to develop a Project that had the greatest likelihood of satisfying 8 

the reliability requirements of SDG&E’s customers in south Orange County, without 9 

assurance of cost recovery for these development costs, because of its obligation to 10 

ensure ongoing safe and reliable service.  The Abandonment Incentive is important from 11 

a financial perspective and is tailored to the risks and challenges that SDG&E will face in 12 

developing this Project.   13 

Q43. Can you quantify the costs SDG&E has incurred to date for this Project? 14 

A43. Thus far, SDG&E has incurred in excess of $31 million toward the development of the 15 

Project through June 2015.  By the end of calendar year 2015, SDG&E anticipates that 16 

figure will approach $35 million.   17 

Q44. What is the value of abandoned plant cost recovery to SDG&E? 18 

A44. As a general matter, assurance that prudently incurred costs can be recovered should 19 

abandonment be required for a reason beyond the developer’s control, supports 20 

investment of significant equity capital on project development.  Development activities 21 

include permitting and environmental studies, detailed engineering and design, 22 
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contracting labor and materials, and, on certain projects, acquiring right-of-way.  Without 1 

abandoned plant cost recovery protection, developers are at risk for the costs of these 2 

development activities.  However, the ultimate decision on whether transmission projects 3 

that require regulatory approvals can proceed rests with permitting agencies and 4 

regulatory bodies that are not necessarily under an obligation to approve or act timely on 5 

a proposed project or with commercially acceptable conditions. 6 

In this case, SDG&E has already begun devoting substantial resources to 7 

maximize the chances of achieving a Project ISD that satisfies the CAISO’s desire to 8 

have the Project in service as soon as is reasonably possible and will allow the Project to 9 

be ready for construction upon receipt of all necessary approvals.  As noted above, the 10 

CAISO approved the SOCRE Project in its 2010-2011 Transmission Plan with an initial 11 

in-service date of 2015 to address potential Category C contingencies, forecast to arise as 12 

early as 2016.  Those contingencies might be resolvable through load shedding; however, 13 

Category C contingencies forecast for 2020 would be more problematic to address absent 14 

implementation of the SOCRE Project.  Clearly, the CAISO would prefer that this Project 15 

be completed as soon as is reasonably possible to limit the risk of involuntary shedding of 16 

customer load.   17 

SDG&E believes it has proposed a Project that should receive all necessary 18 

regulatory approvals and, accordingly, I do not expect SDG&E to need to abandon the 19 

Project.  Nevertheless, the possibility remains that events may occur as a result of the 20 

regulatory and litigation risks that are beyond SDG&E’s control, requiring abandonment 21 

of the Project.  22 
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Q45. Please identify some reasons why SDG&E, despite its best efforts, might be forced to 1 

abandon the Project. 2 

A45. An inability to obtain the aforementioned approvals or to implement environmental 3 

mitigation measures could result in Project cancellation.  Further, subsequent regulatory 4 

or judicial actions could result in SDG&E needing to abandon the Project even if 5 

SDG&E receives all necessary approvals.  If the timing of obtaining approvals or 6 

implementing required environmental mitigation measures does not allow SDG&E to 7 

satisfy the CAISO’s desire to have the Project in service as soon as is reasonably 8 

possible, the Project’s viability could be jeopardized.  These kinds of risks--CPCN 9 

permitting and siting risks--are the types of “regulatory risk” the abandoned cost recovery 10 

incentive was intended to address.  11 

Q46. Does affording SDG&E abandoned cost recovery serve an important public policy 12 

objective? 13 

A46. Yes.  Allowing for 100 percent abandoned cost recovery for the SOCRE Project, which 14 

faces unique challenges and risks as addressed in my testimony, would mitigate the risk 15 

of writing off a portion of the Project.  This, in turn, would increase the costs of investing 16 

in existing and future SDG&E capital projects that must be funded with debt and equity.  17 

Q47. Although SDG&E is not requesting a specific incentive for advanced technologies, 18 

will SDG&E use advanced technologies for the Project? 19 

A47. SDG&E will use the following advanced technologies for transmission:  20 

1. LIDAR:  LIDAR technology allows airborne surveys of terrain and overhead utility 21 
facilities, such as transmission towers and conductors.  LIDAR data can be processed 22 
and used in the PLS-CADD or other 3D modeling programs, with static features, such 23 
as terrain, used as vectors to enable more efficient subsequent analyses focusing on 24 
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vegetation and power line rating.  For purposes of visualization, 3D models generated 1 
in PLS-CADD can be output to Google Earth layers or GIS Shapefiles. 2 

2. HELICOPTERS:  Use of helicopters during construction will: (1) decrease 3 
construction time by providing for the expeditious delivery of materials and supplies 4 
as needed, (2) minimize vehicle traffic within the Project alignment and (3) increase 5 
SDG&E’s ability to monitor safety conditions on a real time basis, both in normal and 6 
emergency situations. 7 

3. OPTICAL GROUND WIRE (OPGW)/FIBER OPTIC CABLE:  A fiber optic system 8 
provides a robust infrastructure that enables improved data capacity and transfer rates 9 
along the transmission and distribution systems.  As the main communication path 10 
that controls utility systems, optical cabling allows utilities to monitor power on the 11 
line, move power to avoid outages and brownouts, interact with substations and 12 
manage normal communications.  The Project would have a dual purpose shield wire 13 
for all overhead portions of the line known as OPGW which combines the functions 14 
of grounding and communications into one wire. 15 

4. GEOPHYSICAL RADAR LOCATING:  Ground Penetrating Radar is a new and 16 
valuable tool for locating underground facilities in today’s complex utility world.  It 17 
can immediately locate and mark buried service utilities (e.g., gas, electric and sewer 18 
lines, water lines, storm drains, telecommunication cables) and provides real-time 19 
horizontal and vertical position of a wide range of utility structures and buried 20 
objects.  In developing the Project, SDG&E may utilize GSSI UtilityScan LT for 21 
locating underground utilities along Vista Montana and around San Juan Capistrano 22 
Substation for the 138kV and 12kV underground exiting the substation. 23 

5. MOBILE DEVICE APPLICATIONS:  SDG&E will employ a broad range of 24 
applications for mobile devices, such as tablets and smart phones, in connection with 25 
environmental, safety, inspection, and other staff monitoring construction activities.  26 
The applications will include mapping tools for identifying the locations of project 27 
components and reporting forms to record construction progress and document 28 
compliance with project requirements.  Data collected using mobile devices will be 29 
used to update project status and provide documentation of daily field activities  30 

Q48. Will SDG&E use other substation-related advanced technologies for the Project? 31 

A48. Yes.  SDG&E will use the following substation advanced technologies: 32 

1. GAS-INSULATED SUBSTATION (“GIS”): GIS technology enables flexible design 33 
of the new Capistrano substation while reducing the space required to build-it.  GIS 34 
technology uses Sulfur Hexafluoride (“SF6”) gas as an insulating medium rather than 35 
atmospheric air, which has a much stronger dielectric strength, allowing conductor to 36 
be spaced closer together without an increased risk of arcing.   37 
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2. CONDITION-BASED MONITORING: Substation transformers and circuit breakers 1 
are monitored with devices for the purposes of detecting and preventing catastrophic 2 
failure and reducing maintenance.  Transformer monitors measure and test dissolved 3 
gasses in dielectric oil, thermal performance, auxiliary device load, and bushing 4 
insulation.  These points allow SDG&E’s field operations group to detect and repair 5 
manufacturer defects that could lead to early failure of transformers on this project.  It 6 
also allows field crews to quickly repair auxiliary devices that have failed on these 7 
transformers, allowing for more operability and increased reliability.  Gas circuit 8 
breaker monitoring measures SF6 density, operating mechanism timing, and 9 
cumulative fault interruption.  It reduces maintenance on circuit breakers, while 10 
increasing reliability for these devices.  Circuit breaker monitoring tells crews when 11 
maintenance needs to be performed, rather than them performing it on time-based 12 
intervals. 13 

3. SUPERVISORY CONTROL AND DATA ACQUISITION (“SCADA”): SCADA 14 
infrastructure increases remote operational control and visibility of the electric grid.  15 
SCADA enables centralized operators to remotely see voltage, current, and 16 
open/close or alarm status of equipment within a substation.  It also allows remote 17 
operation of circuit breakers, load tap changers, and other devices.  Increased 18 
SCADA will be installed on this project to enhance the operational visibility of the 19 
Distribution and Transmission infrastructure at the Capistrano substation, which 20 
directly increases reliability to customers fed from that station. 21 

CONCLUSION 22 

Q49. Does this conclude your prepared direct testimony? 23 

A49. Yes, it does. 24 
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