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TO3 CYCLE 6 TRUE-UP ADJUSTMENT REPORT 
 

I. SUMMARY 

The purpose of the True-Up (“TU”) Adjustment in Cycle 6 of San Diego Gas & Electric 

Company’s (“SDG&E”) Third Transmission Owner Formula (“TO3”) is to ensure customers pay 

no more and no less than SDG&E’s Cost of Service.  This Report explains the causes of the TU 

Adjustment applicable to the TO3 Cycle 6 TU Period, i.e., twelve months ending March 31, 

2012, and demonstrates that costs were overcollected during that period because SDG&E’s 

recorded revenues were greater than SDG&E’s Cost of Service during the TU Period.  Revenue 

was undercollected by approximately $9.6 million.1 Section II, through the use of Exhibit No. 1, 

explains how the TU Adjustment is derived. Sections III and IV explain the causes of the 

overcollection. 

II. CYCLE 6 TWELVE-MONTH TU ADJUSTMENT 

A. Derivation of $9.6 million Cycle 6 True-Up Adjustment Undercollection 

SDG&E’s Cost of Service during the TU Period is $ 9.6 million higher than recorded 

revenues during the same period; thus the TU Adjustment is undercollected.  As explained in 

Section III below, the TU Adjustment has primarily three causes for the undercollection.  First, 

there was an overcollection that reflects Sunrise Cycle 5 revenues being included in Cycle 6 TU 

Period recorded revenues, but Sunrise costs not being in the Cycle 6 TU cost of service.  Second, 

there was an undercollection caused by lower sales during the Cycle 6 TU Period. Third, the 

Order on Compliance Filing (“Cycle 5 Order”),2 issued in SDG&E’s Cycle 5 proceeding, 

                                                 
1 Volume 2A, Section 2.1A, page 3, Line 38. 
2 San Diego Gas & Elec. Co., 140 FERC ¶61,108 (2012). 
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required SDG&E to expense all wildfire insurance premiums and Wildfire Property Costs,3 

(“Wildfire Costs”) to Account 925, without capitalizing any portion those costs (“Wildfire 

Capitalized Amounts”)  As a result of that directive, transmission-related Administrative and 

General (“A&G”) Expenses reflect an undercollection of Wildfire Costs, as compared to Cycle 5 

recorded revenues, which reflect Wildfire Capitalized Amounts.4  The Cycle 6 Supplemental 

Filing, which will be filed on concurrently with the Cycle 5 Compliance Filing on October 2nd, 

will reflect an adjustment of the Cycle 5 recorded revenues to eliminate all Wildfire Capitalized 

Amounts and expense and charge all Wildfire Costs to Account 925, consistent with the Cycle 5 

Order. 

Exhibit No. 1 shows the components of the TU Adjustment.  Column A and Column B of 

Exhibit No. 1 show the costs that were used to set the rates that were in effect during the TU 

Period.  The costs were reported in SDG&E’s TO3 Cycles 4 and 5 filings.5  The resulting rates, 

when applied to sales, determined the amount of revenue that was collected. 

In Columns C, D, and E of Exhibit No. 1, the Cycles 4 and 5 costs are prorated for the 

amount of revenue for those periods that was recovered during the TU Period.  During the TU 

Period, Cycle 4 rates were in effect for the first five months (April 2011 through August 2011) 

and Cycle 5 rates were in effect for the last seven months (September 2011 through March 

2012).  To reflect the Cycle 4 costs that were being recovered in rates during the first five 

months of the TU Period, SDG&E has multiplied total Cycle 4 costs by 38.17%, as shown in 

                                                 
3 Paragraph 1 of the Cycle 5 Order defined Wildfire Property Costs as “uninsured, wildfire-related, third-party 

property losses and legal expenses.” 
4 Pursuant to the Cycle 5 Order, on October 2, 2012, SDG&E will file a Cycle 5 Compliance Filing expenses all 

Cycle 5 Wildfire Costs to Account 925 while eliminating all Wildfire Capitalized Amounts. 
5 Cycle 4 costs are per FERC Docket ER10-2235-000 and Cycle 5 costs are per Docket ER11-4318-000.  Cycle 4 

costs exclude TU adjustments of approximately $32.2 million for the Cycle 4 TU period.  Cycle 5 costs exclude 
TU adjustments of approximately $15.3 million for the Cycle 5 TU period.  These adjustments are shown on 
Statement BK-1, page 5, of the Cycle 4 and Cycle 5 filings. 
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Column C of Exhibit No. 1.  The 38.17% was derived by dividing the revenues recorded during 

the first five months of the TU Period ($112.7 million) by the total Cycle 4 revenue requirement, 

less TU adjustments ($295.3 million).  To reflect the Cycle 5 costs that were being recovered in 

rates during the last seven months of the TU Period, SDG&E has multiplied total Cycle 5 costs 

times 54.30%, as shown in Column D of Exhibit No. 1.  The 54.30% was derived by dividing the 

revenues recorded during the last seven months of the TU Period ($202.9 million) by the total 

Cycle 5 revenue requirement, less TU adjustments ($373.6 million).  See Vol. 3 TU Adjustment 

WP-1 for the derivation of the preceding percentages.  Column E is the sum of Columns C and D 

and reflects the total revenues that were collected during the TU Period equal to $315.6 million 

shown on Line 11. 

B. Normalization of Prior Period Recorded Costs (Column E), to Adjust for 
Lower Recorded Sales 

To properly compare the costs from Cycles 4 and 5 to the TU Period Cost of Service 

(Column G, line 11, $325.1 million), Column E was adjusted to reflect balances that would have 

occurred had recorded revenues matched the forecasted sales.  To do this, the prior period 

revenues were increased by the amount due to the sales reduction.  This adjustment is calculated 

and explained below in Section III B and is equal to $19.7 million.  TU Adjustment WP-3 in 

Vol. 3 shows how the $19.7 million was prorated and added to each line item in Column E of 

Exhibit No. 1 to increase these costs due to the lower sales in the TU Period.  The result of this 

adjustment is shown in Column F.  This normalization adjustment allows costs to be compared 

as though recorded revenues had matched the forecasted sales. 

Column H, Lines 2 through 11 of Exhibit No. 1 show the cost differences between 

Column G (TU Period costs) and Column F (prior period costs), excluding the impact of lower 

sales (Line 13).  These cost differences total the $10.2 million overcollected shown on Line 11.  
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The sum of the $10.2 million overcollection, less the offsetting impact of $19.7 million due to 

lower sales, shown on Line 12, and interest of $0.1 million from Vol. 2A Section 2.1A, Page 3, 

Line 33, shown on Line 13, is equal to the total TU Adjustment, which is an undercollection 

equal to $9.6 million shown on Line 14. III. 

III. SUMMARY OF THE TU ADJUSTMENT 

As explained above, the Cycle 6 TU Adjustment equals a $9.6 million undercollection 

and consists of those differences shown in Column H, Lines 2 through 13.  The three largest 

components of the $9.6 million undercollection are as follows: A) an overcollection caused by 

the inclusion of a portion of the cost of the Sunrise Powerlink project in the last seven months of 

TU Period recorded revenues compared to the TU cost of service that did not contain those 

Sunrise costs, B) an offsetting undercollection caused by lower than forecasted sales, and C) an 

undercollection caused by expensing the Wildfire Costs to Account 925 and then allocating them 

to transmission using transmission labor ratios, consistent with the Cycle 5 Order. 

A. Overcollection Caused by Sunrise 

As indicated above, the Sunrise overcollection was caused by Sunrise recorded revenues 

from Cycle 5 for the last seven months of the TU Period being reflected as recorded revenues, 

but no Sunrise costs being included in the TU cost of service.  A revenue requirement of $36.1 

million for these costs is included in TU Period revenue.  The derivation of the $36.1 million is 

shown in TU Adjustment WP-4. 

B. Lower Sales - $19.7 Million Undercollection 

As explained above, a factor contributing to the net overcollection was a $19.7 million 

undercollection caused by lower than forecasted sales.  As shown on the next page in Table 1, 

SDG&E’s sales during the TU Period were significantly lower than forecast: 
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Table 1:  Lower Sales during the TU Period 

 A B C D 

  Cycle 46 Cycle 57 Total 

1 Portion of TU Period 1st 5 Months Last 7 Months 12 Months

2 Forecasted Sales (GWh) 8,441  12,121 20,562 

3 Actual Sales (GWh) 7,865  11,568 19,433 

4 Below Forecast (GWh) (L2-L3)   576    553  1,129 

5 Below Forecast % (L4/L2) 6.82% 4.56% 5.49% 

6 Rate (cents per kWh)8 1.61 1.88  

7 Dollar Impact (L4 x L6/100) 
(Undercollected) 

$ 9.3M $ 10.4M $ 19.7M 

 

As indicated in Column D of the above table, the dollar impact of lower sales was $19.7 

million not collected related to Cycle 4 and Cycle 5.  The Cycle 4 and Cycle 5 sales forecasts 

that SDG&E used, which were from the California Energy Commission's 2009 Adopted 

Forecast, did not anticipate the unusually cool summer in 2011 and worse-than-expected 

economic conditions. 

C. Undercollection of the Wildfire Costs 

The undercollection  in Cycle 6 A&G expenses is attributable to SDG&E’s compliance 

with the directive in Cycle 5 Order requiring SDG&E to expense and charge all wildfire costs to 

electric Account 925 and then to labor ratio these amounts to transmission service.  Exhibit No. 3 

to this Report, as discussed below, compares the A&G expenses in the Cycle 6 TU Cost of 
                                                 
6 Column B, Lines 2 through 5 are from Line 6 of Vol. 3, TU Adjustment WP-2. 
7 Column C, Lines 2 through 5 are from Line 15 of Vol. 3, TU Adjustment WP-2. 
8 The rates in Line 6 are from Vol. 3, TU Adjustment WP-2, Lines 25 and 26. 
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Service with the A&G expenses recovered in recorded revenues from prior cycles.  Exhibit No. 

3, column F, shows A&G expenses recovered in recorded revenues from prior periods and 

column G indicates the expenses recorded in the Cycle 6 TU Cost of Service.  As indicated in 

Exhibit 3, Part C, lines 15 and 16, once total A&G expenses from part A are allocated to 

transmission service, approximately $32 million ($8.8 M plus $23.2 M) of wildfire costs are 

undercollected as part of the Cycle 6 TU Adjustment. 

IV. ANALYSIS OF TU ADJUSTMENT COST DIFFERENCES 

Column H, Lines 2 through 11 of Exhibit No. 1 show the differences between costs 

recorded in the TU Period and costs recorded prior period Cycles 4 and 5.  The following is an 

explanation of these differences. 

A. Transmission O&M Expense Differences (Exhibit No. 2) 

As shown in Column H, Line 2 of Exhibit No. 1, transmission O&M expenses are 

undercollected by $1.2 million in total.  Exhibit No. 2 shows the differences that contributed the 

most to this total, the largest of which are as follows: 

1. Account 560 (Electric Transmission Operation – Operation 
Supervision and Engineering) 

The primary contributors to the $1.1 million increase in this account included $0.4 

million for an engineering study of integration of intermittent renewable energy, $0.3 million for 

security at SDG&E’s Mission location and Kearny Maintenance and Operations center, and $0.2 

million labor and services for engineering and information systems support in the Electric Grid 

Operations department. 

2. Account 563 (Electric Transmission Operation – Overhead Line 
Expenses) 

The $1.0 million increase in this account was primarily due to payments of about $0.8 

million for contractor and engineering services, related to a LiDAR study, to survey and assess 
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bulk transmission lines to verify that actual field conditions meet design criteria.  These expenses 

were necessary to meet NERC requirements. 

3. Account 566 (Electric Transmission Operation – Miscellaneous 
Transmission Expense) 

The $1.8 million decrease in this account is primarily due to the revenue impact of $4.5 

of wildfire insurance expenses that were charged to this account in 2009, as reflected in 

SDG&E’s Cycle 4, when SDG&E directly expensed wildfire insurance premiums to electric 

transmission O&M.  The expenses were later transferred to A&G Account 925, pursuant to 

FERC’s Compliance Order.9 

B. A&G Expenses (Exhibit No. 3) 

SDG&E’s total electric A&G expenses support its generation, transmission, and 

distribution services.  A portion is allocated to SDG&E’s transmission services, primarily on a 

labor ratio basis.  As shown in Column H, Line 3, of Exhibit No. 1, A&G expenses allocated to 

transmission are undercollected by $35.9 million.  This amount is transmission’s portion of the 

$248.2 million increase in total electric A&G expenses between prior periods and the TU Period, 

as shown in Exhibit No. 3 column H Line 7. 

Part A, Column H, Line 7 of Exhibit No. 3 shows $248.2 million of total electric service 

A&G expense cost differences, before the allocation to transmission.  To explain the causes of 

the TU differences for A&G, we will explain the differences for electric A&G in total, which is 

shown in Part A column H. Part B shows the allocators that are multiplied by total electric A&G 

expenses in Part A to yield Part C or the $36 million of A&G expense differences that are 

undercollected after being allocated to transmission service. 

                                                 
9 See Order on Annual Formula Rate Filing, and Directing Accounting Change, 133 FERC ¶61,016 (2010). 
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The main reasons for the $97.6 million increase in total electric A&G expenses are 

explained by FERC account, as follows: 

1. Account 921 (Office Supplies and Expenses) 

The increase of $6.0 million in this account had primarily two causes.  The first was the 

TU impact of a $4.0 million credit adjustment in 2009 for an over-accrual of purchased services 

in December 2008. The second was an increase in overhead allocations of Information 

Technology costs during the TU Period. 

2. Account 925.4 (Injuries and Damages – Wildfire Insurance 
Premiums) 

As shown in Exhibit No. 3, line 3, SDG&E’s wildfire insurance premium expenses 

increased by $60.7 million.  SDG&E began incurring these expenses in July 2009. Only $11.8 

million of these expenses were included in recorded revenues during the TU Period, compared 

with TU Period insurance premiums of $72.5 million. 

3. Account 925.4 (Injuries and Damages – Wildfire Damage Claims 

SDG&E’s wildfire damage claim expenses are for fire-related, third-party damages that 

have exceeded SDG&E’s liability insurance coverage. SDG&E did not begin incurring these 

expenses until March 2011, therefore there were no expenses included in Cycle 6 recorded 

revenues.  Expenses during the TU Period that were assigned to total electric A&G expenses 

were $159.2 million, as shown in Exhibit No. 3, Line 4.10  $23.2 million of this amount is 

allocated to transmission service, as shown in Exhibit No. 3, Line 16.11 

                                                 
10 Also see Vol. 3, wildfire property damages workpaper AHWP6, Column E, Line 14. 
11 Also see Vol. 3, wildfire property damages workpaper AHWP6, Column I, Line 16. 
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4. Account 926 (Employee Pension and Benefits) 

The increase of $8.1 million in this Account was caused primarily by increased funding 

of SDG&E’s employee pension plan during the TU Period, to compensate for a lower return 

received on pension fund assets as a result of activities in the financial market. 

C. Return on Rate Base 

SDG&E experienced an overcollection of return on rate base equal to $56.6 million, as 

shown in Column H, Line 7, of Exhibit No. 1.  The primary cause of the overcollection, as 

explained in Section III A. above and TU Adjustment WP-4, is the inclusion in revenue of $36.1 

million for costs of the Sunrise Powerlink that are not included in the TU cost of service.  The 

overcollection was partially offset by exclusion from TU Period recorded revenues of return on a 

portion of the rate base growth that occurred between January 2009 and March 2011, inherent in 

the TO3 Formula. 
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SUNRISE POWERLINK PROJECT REPORT 

I. INTRODUCTION 

SDG&E has included approximately $1.617 billion1 of unweighted capitalized costs in 

the Cycle 6 Forecast Period associated with the Sunrise Powerlink Project (“Sunrise” or 

“Project”) in Cycle 6 filing.  The Sunrise Project is comprised of new electric transmission lines 

between the existing Imperial Valley and Sycamore Canyon Substations, a proposed new 

Suncrest Substation, and other system modifications to reliably operate the new line.  The bulk 

of Sunrise went into service on June 17, 2012 with the remainder (some minor tielines and three 

substations went into service prior to June 17) expected to go into service by the end of Q4, 

2012.  Sunrise traverses approximately 117 miles between the El Centro area of Imperial County 

and southwestern San Diego County, in southern California.  In addition, three system upgrades 

(reconductors from Sycamore Canyon Substation to Pomerado, Scripps and Elliott substations) 

are required as part of this Project.  The segment of the Sunrise Project line between the existing 

Imperial Valley Substation located in Imperial County and the Suncrest Substation in San Diego 

County will be a 500 kV steel tower overhead transmission line.  The segment of the Sunrise 

Project between the Suncrest Substation and Sycamore Canyon Substation is a double circuit 230 

kV transmission line. 

The Sunrise Project was approved by the California Public Utilities Commission 

(“CPUC”) in “Decision Granting a Certificate of Public Convenience and Necessity for the 

Sunrise Powerlink Transmission Project,” issued December 18, 2008 (“Decision” or “CPCN”).2  

The Decision found that Sunrise would:  (1) enhance regional reliability3 and mitigate congestion 

                                                 
1 Of this amount, $1.608 billion receives a 100% weighting covering facilities that are in service from April 2012 

through September 2012 pursuant to how SDG&E transmission formula weights capital additions. 
2 Decision (“D.”) 08-12-058, 2008, Cal. PUC LEXIS 534. 

http://docs.cpuc.ca.gov/WORD_PDF/FINAL_DECISION/95750.PDF. 
The CPUC’s website contains all of the procedural filings, including SDG&E’s application at the following link: 
http://docs.cpuc.ca.gov/published/proceedings/A0608010.htm. 
In addition, all of the environmental documents are located on the CPUC’s website at the following link: 
http://www.cpuc.ca.gov/Environment/info/aspen/sunrise/sunrise.htm. 

3 D.08-12-058 found that there exists a “reliability need” for SDG&E’s service area by 2014 and perhaps sooner, 
given the many uncertainties in the modeling assumptions adopted in the decision.  Finding of Fact 7, mimeo at 
283. 
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within the National Interest Electric Transmission Corridor, 4 (2) advance the State’s renewable 

goals of reducing greenhouse gas emissions through renewable generation procurement at a 33% 

Renewable Portfolio Standards by 2020 by facilitating the development of renewable generation 

in the Imperial Valley area5 and (3) provide economic benefits to customers utilizing the 

transmission grid operated by the California Independent System Operator. 

II. COST STATEMENTS CONTAINING SUNRISE PROJECT COSTS 

SDG&E has prepared Exhibit No. 1 to explain where the various Sunrise cost segments 

appear in the Cycle 6 cost statements.  The costs in Exhibit No. 1 reflect only capital costs and 

no operations and maintenance expenses are included in the filing consistent with SDG&E’s 

TO3 Settlement.  In other words, only capital costs are included for transmission projects in the 

Forecast Period.  Line 7, Column 2 indicates Sunrise’s total project costs in transmission service 

equal to approximately $1.718 billion.  Included at the end of Volume 3B under the tab 

“Sunrise” is workpaper SR WP-6.  This workpaper reflects the total unweighted segmented costs 

for each primary facility of the Sunrise project and shows a total project amount of $1.826 

billion, which excludes the majority of the fire mitigation requirements.  The difference between 

this Sunrise total of $1.826 billion and the $1.718 billion in transmission service is attributable 

mostly to the following items:  1) offsetting revenues received from Citizens Sunrise 

Transmission LLC (“Citizens”) for the lease of a portion of the transfer capability in the Border 

East Line of the Project; 2)   a portion of communication equipment allocated to distribution 

service; 3)  SDG&E’s first fire mitigation payment and 4)  2012 post construction environmental 

costs.  What follows is an explanation of each Sunrise segment and its applicable costs. 

A. Sunrise High Voltage/Low Voltage Costs Prior to and Including June 2012 
plus Other Additions Beyond June 2012 

Column 2 Line 1 of Exhibit No. 1 includes the High Voltage and Low Voltage facility 

segments in the Cycle 6 Forecast Period.  The High Voltage facility segments comprise the 

majority of the Sunrise costs.  Low Voltage upgrades are addressed in more detail in Section B 

of this report.  As shown in column 3 of Exhibit No. 1 the forecast amounts are shown in 

                                                 
4 72 Fed. Reg. 56992 (October 5, 2007).  The DOE designated two National Interest Electric Transmission 

Corridors pursuant to section 204 of the Federal Power Act, 16 USC §824o, one of which encompasses San 
Diego County.  Id. at 57025. 

5 Id., Findings of Fact 15 and 19. 
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Volume 3B under the tab entitled “Forecast Plant Additions.  The amounts shown in the lower 

portion of this cost statement consist primarily of the following High Voltage Sunrise segments: 

• 500 kV transmission lines   $934 million 

• 230 kV overhead line   $233 million 

• 230 kV undergrounding   $210 million 

• Suncrest 500/230 kV Substation  $186 million 

To the extent most of these High Voltage facilities are estimated to go into service by 

September 2012 and will provide customers with 12 months of service during the entire Cycle 6 

Rate Effective Period (September 2012 through August 2013), they are given a weighting of 

100% for revenue recovery in the Forecast Period. 

B. Sunrise Substation Upgrades and Tie Lines that Went into Service by March 
31, 2012 and Facilities Going in to Service During the Forecast Period 

Some of the Low and High Voltage upgrades for Sunrise went into service prior to the 

first month of the Forecast Period (April 2012) and the remaining upgrades are estimated to go 

into service by December 2012 of the Forecast Period.  The substation and tie line upgrades that 

went into service prior to April 2012 are shown in column A below and in Lines 2 and 3 of 

Exhibit No. 1.  The cost statements where these costs appear are referenced in the column 3 of 

Exhibit No. 1. 

Also, some of the Low and High Voltage upgrades for Sunrise are estimated to go into 

service by December 2012 of the Forecast Period and these amounts are embedded in line 1 

column 2 of Exhibit No. 1 and in Column B below.  The individual project forecast costs shown 

in column B below are shown in Volume 3B under the tab entitled “Forecast Plant” for the 

specific month these upgrades are estimated to go into service. 

 
 
 
 

[Remainder of page intentionally left blank] 
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All Figures in Millions 

Substation Upgrades 

       A        B      C 

Currently In Forecast A+B 

In-service Period  Total 

As of 

03/31/12 

• Imperial Valley  $17.7  $1.0  $18.7 

• Sycamore Canyon  $ 0.0  $15.5  $15.5 

• South Bay   $  0.9  $ 0.0  $ 0.9 

• Encina   $ 0.0  $25.3  $25.3 

• San Luis Rey  $  1.3  $ 8.4  $ 9.7 

• Pomerado   $  0.0  $ 0.7  $0.7 

• Scripps   $  0.7  $ 0.0  $0.7 

Total Substations:  $ 20.6  $50.9  $71.5 

Transmission Line Upgrades 

• Tie Line 639  $  3.3  $0.1  $3.4 

• Tie Line 6916  $  6.1  $0.0  $6.1 

• Tie Line 6915/6924 $  0.2  $3.5  $3.7 

Total Lines:  $  9.6  $3.6  $13.2 

C. Sunrise Leased Right of Ways Recorded in Plant Held for Future Use and 
Land 

Plant held for future use (“PHFU”) - Line 4 reflects approximately $66.3 million of 

leased land rights of way (“ROW”) that were purchased in 2010 primarily from the Bureau of 

Land Management, U.S. Department of Interior.  Because they were purchased in 2010, they are 

not shown in the Forecast Period but are booked as PHFU with their amortization commencing 

June 2012.  This amount is shown in the True-Up (“TU”) Period cost statement AG in Volume 

3B and is reflected as a 13 month average in the statement. 
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Land - Line 5 reflects approximately $2.6 million of land that SDG&E purchased from 

third parties for land ROW related to the new Sunrise transmission lines and Suncrest substation.  

This land in shown in a work paper in Volume 3B, Tab entitled cost statement “AD” for the TU 

Period, transmission plant in service.  Typically for land, if the construction of a transmission 

project starts within 12 months after the land is purchased, SDG&E will book this land to 

Account 350, transmission Land and Land Rights.  For example, since the construction of 

Sunrise started in 2009, this start-date meets the above criteria and, therefore, the purchased land 

is recorded in Account 350.6 

D. Sunrise Communication Equipment 
Line 6 shows the communication equipment allocated to the project.  As indicated in 

footnote 2, the total communication equipment required by Sunrise is approximately $14.6 M, 

which will be directly booked to electric general plant, Account 397 (Communication 

Equipment).  As a result of this booking, only a labor ratio portion of these communication 

facilities is allocated to transmission service.  In the instant Cycle 6 filing, the 14.6% 

transmission labor ratio times the total communication facilities will be assigned to transmission 

service.  This amount is shown in Exhibit No. 1 column 2 line 6.  The 2011 Base Period cost 

statement AI, located in Volume 1 derives this labor ratio.  The remaining portion of 

communication facilities not assigned to transmission will be recovered through CPUC 

distribution rates.  Line 8 indicates the remaining portion of the Sunrise communication 

equipment that is allocated to CPUC distribution service and recorded to Account 397, 

Communication Equipment. 

E. Subtraction of Citizens’ Lease Amount ($85.194 M) from Sunrise’s Total 
Costs 

Line 9 reflects half the cost of 30 miles of Sunrise 500 kV line from the Imperial Valley 

Substation going west to the Imperial County line.  This cost represents SDG&E’s lease of 50% 

of the transfer capability of this 30 mile segment to Citizens Energy.  This cost is approximately 

$85.194 million.  The lease of this transfer capability was approved by the FERC and the 

CPUC.7  The lease was signed by Citizens on July 3, 2012. 

                                                 
6 Currently there are three parcels of  land going through a condemnation process. Their amounts in the land 

segment is estimate at approximately $2.9 M. 
7 D.11-05-048, http://docs.cpuc.ca.gov/WORD_PDF/FINAL_DECISION/136211.PDF; 129 FERC ¶61,242 (2009). 

(verify cites) 
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F. Sunrise Fire Mitigation Costs and Post Construction Environmental Costs 
In approving the Sunrise Project, the CPUC imposed a fire mitigation requirement on 

SDG&E.8  The costs associated with this requirement are approximately $3 M per year. SDG&E 

will pay this amount each year in April to a trust account, similar to a checking account at the 

bank.  In turn, each year those homeowners and entities who qualify to use money from this trust 

account will receive disbursement from the account for carrying out fire hardening and other fire 

mitigation measures.  From SDG&E’s ratepayer’s perspective, these annual costs will be treated 

as annual pay-as-you-go capitalized costs. That is, each year SDG&E will capitalize these 

amounts to transmission capital.  SDG&E views these costs as environmental permitting costs 

and as such, these costs should be capitalized.  Once capitalized, each year’s cost will be 

amortized over the remaining life of the Sunrise facilities. 

In April 2012, SDG&E paid $3 M to this trust account and recorded the amount to 

Construction Work In Progress.  This amount is reflected as a transmission capital addition in 

June 2012 in the Forecast Period.  Because SDG&E will make another $3 M payment to the trust 

account in April 2013, this amount is also shown as a transmission capital addition in Forecast 

Period.  These two amounts are shown in the Forecast Capital Additions in Volume 3B under the 

tab entitled “Forecast Plant Additions”. 

In addition to the fire mitigation requirement, the CPUC also imposed post-construction 

environmental obligations on SDG&E as a permitting condition.  Some of the environmental 

obligations pertain to developing and implementing: (1) a Raven Control Plan to protect the flat 

tailed horned lizard habitat, (2) a long term plan to protect National Register of Historic Places 

(NRHP) from impacts such as erosion, native seeding of treated sites, and (3) a long term plan to 

control invasive plant species that are disruptive to Peninsular Bighorn Sheep.  SDG&E has 

capitalized $3.5 of costs associated with these post-construction environmental obligations and 

included them in the Forecast Capital Additions in Volume 3B under the tab entitled “Forecast 

Plant Additions.” 

G. Summary of Total Sunrise Costs in SDG&E’s Transmission Cost of Service 

• As indicated above, line 7 of Exhibit No.1, shows Sunrise unweighted costs that 

provide SDG&E transmission service included in its Cycle 6 filing as part of 

transmission revenue requirements. 
                                                 
8 Fire mitigation reference in EIR/EIS, page d.15.75 
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• Separately, line 8 and 9 shows those parts of Sunrise that are not included in 

SDG&E’s Cycle 6 Base Transmission Revenue Requirements. 

• Line 10 shows total Sunrise costs. 

• Lines 11 through 13 show the post construction environmental costs and the annual 

pay as you go fire mitigation costs as explained in item F above.  To quantify the 

Sunrise revenues included in Cycle 6, Sunrise Workpaper (WP) 1 at the end of 

Volume 3B calculates this revenue amount. 

 


































































































































































































































