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I. PURPOSE AND SUMMARY OF TESTIMONY  1 

The purpose of this testimony is to support San Diego Gas & Electric 2 

Company’s (“SDG&E”) application for authorization to lease certain transfer 3 

capability rights in the Sycamore to Penasquitos 230 kV Transmission Project 4 

(“SX-PQ”) to Citizens Sycamore-Penasquitos Transmission LLC (“CSPT”), 5 

pursuant to Section 851 of the Public Utilities Code.  CSPT is a wholly owned 6 

subsidiary of Citizens Energy Corporation (“Citizens”).  My testimony will 7 

provide background on Citizens generally, and its participation in the SX-PQ 8 

Project.  As discussed in more detail below, Citizens is contractually committed 9 

to dedicating 50 percent of its after-tax profits associated with the SX-PQ Project 10 

to supporting transportation electrification for low income ratepayers and 11 

disadvantaged communities in San Diego County.  Citizens estimates that its 12 

involvement will generate approximately $12 million over the 30 year length of 13 

its lease for this purpose.  Citizens’ involvement therefore provides a dedicated 14 

and stable source of funding to advance the state of California’s goals of ensuring 15 

disadvantaged communities benefit from California’s clean energy initiatives.   16 

II. QUALIFICATIONS 17 

I am Chief Executive Officer of Citizens Energy Corporation.  My office 18 

address is 88 Black Falcon Avenue Center Lobby, Suite #342, Boston, 19 

Massachusetts, 02210.  I joined Citizens Energy in November 2000 as Chief 20 

Operating Officer, and became Chief Executive Officer in December 2014.  In 21 

this role, I report directly to the Chairman, President, and Founder, Joseph P. 22 
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Kennedy II, and am responsible for all aspects of Citizens’ business and 1 

charitable activities.  I am currently leading Citizens’ efforts to develop high-2 

voltage electricity transmission lines in California to facilitate the delivery of 3 

energy, including renewable energy sources.  Additionally, I directly oversee 4 

Citizens’ renewable energy development division, which works to develop, 5 

construct, own, and operate renewable energy generation projects in the U.S. 6 

and Canada. 7 

Prior to joining Citizens Energy, I was a Manager at the Boston 8 

Consulting Group (BCG), an international strategy and general management 9 

consulting firm focused on helping leading corporations create and sustain 10 

competitive advantage.  I also spent five years on active duty with the United 11 

States Coast Guard.  I hold a B.S. in economics from the U.S. Coast Guard 12 

Academy and an M.B.A. from Harvard Business School.  13 

III. BACKGROUND ON CITIZENS ENERGY 14 

Citizens Energy Corporation was formed during the oil-price shocks of the 15 

late 1970s to provide low-cost home heating oil to the poor and the elderly.  16 

Joseph P. Kennedy II founded the company with the belief that profits from 17 

successful oil industry ventures could be used to write down the cost of fuel to 18 

vulnerable families having to choose between heating and eating and other basic 19 

needs.  Citizens Energy Corporation is structured as a non-profit company that 20 

owns 100% of a for-profit holding company, which in turn wholly owns several 21 
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for-profit subsidiaries.  Citizens Energy relies on profits from the businesses it 1 

owns and operates to generate revenues for charitable and social programs. 2 

Following its success in the oil trading, exploration, and production fields, 3 

Citizens Energy went on to become a leading innovator in the electricity, natural 4 

gas, and pharmaceutical drug industries, all the while using profits from its 5 

business activities to support a wide array of charitable programs in the U.S. 6 

and abroad.  Citizens’ commercial activities in its first decade included crude oil 7 

trading, oil exploration and production, electric power and natural gas 8 

marketing, mail-order pharmaceuticals, and environmental business consulting.  9 

Citizens was granted the first authorization to market electricity ever issued to a 10 

non-utility company in the mid-1980s and brokered the first independently 11 

marketed kilowatt hour of electricity in the United States on June 27, 1986.  12 

Citizens Energy Corporation has launched a number of innovative 13 

businesses and programs, including:1 14 

Citizens Resources. One of the largest independent lifters of crude oil 15 
from Angola, Nigeria, and Venezuela, with over $6 billion in sales and 16 
daily trading volumes of over 250,000 barrels a day. 17 
 18 
Citizens Gas Supply. A leading marketer of natural gas to Local 19 
Distribution Companies after successfully challenging monopoly 20 
control of the nation’s natural gas pipelines, the company generated 21 
$1.1 billion in sales. 22 
 23 
Citizens Conservation. A leading innovator in the energy conservation 24 
field, achieving average energy savings of up to 40% through retrofits 25 

                                            
1  The specific details on these activities may be found on Citizens’ website at 

www.citizensenergy.com 
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in thousands of housing units across the U.S. 1 
 2 
Citizens Medical. The nation’s largest marketer of mail-order 3 
prescription drugs, facilitating annual sales of over $3 billion and 40% 4 
savings over conventional delivery for consumers. 5 
 6 
Citizens Power & Light Corporation.  After securing a landmark 7 
decision from FERC2, authorizing non-traditional utilities to engage in 8 
power marketing, Citizens commenced its brokering of electric energy 9 
at wholesale.  It formed Citizens Power & Light to continue that work 10 
and closed more than 30 major power sale contracts within a few years 11 
achieving over $10.5 million in sales and becoming a nationally 12 
recognized leader in the field of electric power marketing. 13 
 14 
Citizens Wind.   Citizens Wind is Citizens Energy’s wind development 15 
division.  It has developed 235 megawatts of operational wind projects 16 
in the U.S. and Canada, and has an active development portfolio of 17 
over 200 megawatts.  Additionally, Citizens Wind is currently 18 
negotiating partnerships with offshore wind developers in the U.S. to 19 
participate in the growing offshore wind industry. Citizens Wind’s 20 
profits are used to fund Citizens Energy’s assistance programs and it 21 
operates with the social mission of Citizens Energy in mind.   22 

 23 
Citizens Solar. Citizens has developed, constructed, owns, and operates 24 
a $190 million portfolio of solar generating assets with a capacity of 86 25 
megawatts.  The projects are ground-mounted, utility-scale, 26 
distributed solar arrays in Massachusetts and Georgia.  Additionally, 27 
Citizens has an active development portfolio of more than 300 28 
megawatts of solar projects.  Like its other ventures, Citizens Solar 29 
generates profits to help fund the parent company’s charitable mission. 30 
 31 

 32 
Citizens Energy Oil Heat Program. Created in response to the oil crisis 33 
of the late 1970s, the Oil Heat Program has delivered millions of 34 
gallons of discounted home heating oil to poor and elderly households 35 
in the Northeast.  Since 2006, in partnership with CITGO Petroleum, 36 
the Oil Heat Program has distributed over $500 million of assistance to 37 
more than one million households.   38 

 39 

                                            
2  Citizens Energy Corp., 35 FERC ¶ 61,198 (1986). 
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Hundreds of millions of dollars in dividends from these and other ventures have 1 

gone to support charitable programs as innovative as the businesses that 2 

financed them, including social programs in the countries where Citizens Energy 3 

runs business operations.   4 

IV. CITIZENS ENERGY - OPERATIONS IN ELECTRICITY 5 
INDUSTRY 6 

Citizens Energy Corporation began its operations in the electricity 7 

industry with a program launched in 1985 to buy power from utilities with 8 

surplus generating capacity, resell the excess power to other utilities, and then 9 

use the profits to help low-income families pay their electricity bills.   Since then, 10 

Citizens has become involved in electric transmission and energy generation 11 

projects. Citizens is confronting two relatively new industry problems: (1) 12 

Resolution of transmission congestion and (2) Facilitating the delivery of 13 

renewables, including mitigation of the cost of relatively expensive renewable 14 

energy to economically vulnerable customers such as the poor and the elderly.  15 

Citizens is seeking to find innovative, market opportunities to address these 16 

issues and resolve them.   17 

Citizens continues to use its ingenuity to find and resolve, on a 18 

commercial basis, impediments and bottlenecks in the electric power industry 19 

and use the profits it earns to further extend its assistance to disadvantaged 20 

energy consumers in the United States.  In late 2004, Citizens began to turn its 21 

attention to the problem of transmission constraints in the new, disaggregated 22 
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electric industry which impede the free flow of renewable and lower cost 1 

electricity to consumers, much the way it did when it first investigated the once 2 

closed, vertically integrated electric utility power marketing structure.  In so 3 

doing, Citizens found that there are significant opportunities for independent 4 

developers in transmission projects to resolve transmission bottlenecks, promote 5 

the development of renewable electric resources and improve the performance of 6 

newly emerging electricity markets.    7 

Citizens seeks to tackle transmission congestion through innovative 8 

business and market relationships, while facilitating the delivery of renewable 9 

energy (including mitigation of the cost of relatively expensive renewable 10 

generation to economically vulnerable customers such as the poor and the 11 

elderly).  Citizens is accomplishing that objective through its involvement in 12 

transmission projects, including its involvement in the Sunrise Powerlink 13 

Project, the Central Valley Power Connect Project, and the SX-PQ Project.   14 

Citizens’ involvement in the Sunrise Powerlink Project began in 2005, and 15 

culminated in Citizens financing of its $100 million investment in the Sunrise 16 

Powerlink Project.  Through its wholly owned subsidiary, Citizens Sunrise 17 

Transmission (“CST”), Citizens financed 50% of the cost of the 500 kV 18 

transmission line in Imperial County (the “Border-East Line”), and has become a 19 

Participating Transmission Owner (“PTO”) within the California Independent 20 

System Operator, Corp. (“CAISO”).  The Citizens-Sunrise arrangements were 21 
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approved by the California Public Utilities Commission in Decision 1 

No. 11-05-048, and by the Federal Energy Regulatory Commission. 2 

Thanks to Citizens’ participation, the Sunrise Powerlink Project has 3 

achieved significantly greater public benefits.  Citizens has contractually 4 

committed to spend 50% of its after-tax profit from the Sunrise project on 5 

programs assisting low income families of Imperial County.  Since becoming 6 

operational in June of 2012, CST’s ownership in the Sunrise Powerlink Project 7 

annually generates approximately $1.5 million of low-income assistance that 8 

directly benefits the ratepayers in Imperial County.  To date, Citizens has 9 

installed 421 solar rooftop systems on low-income houses – at no cost to the 10 

homeowner – resulting in more than $400,000 in ratepayer savings to-date, and 11 

an installed capacity of more than 1.6 megawatts.  The program continues to be 12 

highly respected and appreciated by the community, local elected officials, and 13 

the local municipally-owned utility, Imperial Irrigation District, which had 14 

previously been unable to experience any material level of residential rooftop 15 

solar in Imperial County.  In addition to the direct low-income rate payer 16 

benefits, Citizens’ solar homes program in the Imperial Valley has created local 17 

jobs, further assisting the local economy.  18 

Citizens is additionally contractually partnered in the development and 19 

financing of the Central Valley Power Connect Project (“CVPC Project”), through 20 

its wholly owned subsidiary Citizens Power Connect, LLC (“CPC”).  The CVPC 21 

Project is an approximately $150 million, 68 mile long 230 kV overhead 22 
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transmission line that will run from just northwest of Bakersfield, California to 1 

just north of Fresno, California.  Citizens’ participation in the CVPC Project is in 2 

partnership with Pacific Gas & Electric Co. (“PG&E”) and MidAmerican Central 3 

California Transco, LLC (“MCCT”). 4 

Citizens’ involvement in the CVPC Project is substantively similar to that 5 

of its involvement in the Sunrise Project.  Citizens has agreed to finance 25 6 

percent of the CVPC Project in exchange for a 30-year leasehold interest on 25 7 

percent of the CVPC Project’s capacity.  Citizens has additionally committed to 8 

spend 50 percent of its after-tax profits to assist low-income consumers in the 9 

affected service areas. 10 

VI. CITIZENS’ INVOLVEMENT WITH AND FINANCING OF THE SX-11 
PQ PROJECT  12 

 13 
Citizens’ involvement with the Project began in 2013 when it signed a 14 

Letter of Intent with SDG&E to prepare a joint application to the CAISO for 15 

consideration in the CAISO’s competitive solicitation process for the Project.3   16 

Citizens and SDG&E worked together and produced an application that the 17 

CAISO found superior to the three other applications submitted by other 18 

parties.4  Specifically, the CAISO performed a comparative analysis of the 19 

                                            
3 Sycamore-Penasquitos Project-Project Sponsor Selection Report (Mar. 4, 2014) at 

1, (“Selection Report”) Available at: https://www.caiso.com/Documents/Sycamore-
PenasquitosProjectSponsorSelectionReport.pdf 

4 Id. at 4. 
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proposals submitted by the four parties, and found SDG&E’s and Citizens’ bid to 1 

be superior in “most of the tariff criteria.”5  As a result, the CAISO selected 2 

SDG&E in conjunction with Citizens to develop the Project. 3 

On November 9, 2017 Citizens and SDG&E entered into the Development, 4 

Coordination, and Option Agreement (“DCOA”), which identifies the terms for 5 

Citizens’ engagement in the development of the Project, consistent with the 6 

Letter of Intent from 2013.  Citizens’ involvement in the Project is structured 7 

very similarly to Citizens’ participation in both the Sunrise Powerlink Project 8 

and the Central Valley Power Connect Project.  A copy of the DCOA is included 9 

as Attachment 1 to the Application accompanying this testimony, and its 10 

features are discussed in more detail in the direct testimony of SDG&E 11 

witnesses John Jenkins and Amanda White.  Citizens has created a separate for-12 

profit subsidiary called Citizens Sycamore-Penasquitos Transmission LLC 13 

(“CSPT”) for purposes of Citizens’ participation in this Project.  CSPT is a 14 

Delaware for-profit corporation formed to develop, finance, own, and sell the 15 

output of transmission facilities in interstate commerce.   CSPT is a wholly-16 

owned subsidiary of Citizens Enterprises Corporation, which itself if owned by 17 

Citizens Energy Corporation. 18 

Citizens currently estimates that its financing and development costs will 19 

be approximately $2 million.  Citizens will finance its leasehold interest in the 20 

                                            
5 Id. at 63.   
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transfer capability of the Project with the issuance of debt with a term of 30 1 

years.  Annual debt service payments on the debt will be on a levelized basis 2 

over this period.  The capital component of Citizens’ rates will be capped and 3 

locked-in for the full 30 year term of the lease, providing rate stability as 4 

discussed in more detail in the Direct Testimony of Citizens witness John 5 

Wilson.   Citizens will recover its own operating costs through FERC approved 6 

rates.6    Citizens currently estimates these annual operating costs to be 7 

approximately $150,000.  As with its participation in the Sunrise Project, 8 

Citizens has contractually committed to spend 50% of its net after tax profits 9 

from its participation in the SX-PQ Project to assist low income ratepayers and 10 

disadvantaged communities in San Diego County.   11 

Citizens estimates that this commitment will translate to approximately 12 

$400,000 in support each year for the full 30 year term of the Lease.  Citizens’ 13 

involvement will therefore produce a steady, 30-year source of funding to 14 

support transportation electrification for low income ratepayers and 15 

disadvantaged communities in San Diego County.  All told, the transaction 16 

before the Commission will produce approximately $12 million of investment in 17 

transportation electrification.  This benefit would not be realized without 18 

Citizens’ involvement in this Project.  Citizens’ involvement therefore also 19 

                                            
6  A copy of Citizens’ FERC Petition for Declaratory Order is attached as 

Attachment PFS-1 to this testimony. 
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supports the Legislature’s recognition in SB 350 that “widespread transportation 1 

electrification” is required in order to meet California’s clean energy and 2 

efficiency goals.7  As SB 350 recognizes, achieving “widespread transportation 3 

electrification requires increased access for disadvantaged communities, low- 4 

and moderate income communities.”8  Citizens’ unique commitment to dedicate 5 

50 percent of its after tax profits to this purpose will help carry out this mandate 6 

for low-income ratepayers and disadvantaged communities in San Diego County. 7 

This concludes my direct testimony. 8 

                                            
7  The Clean Energy and Pollution Reduction Act of 2015, (“SB 350”) at Section 32 

at (a)(1)(B). 

8  Cal. Pub. Util. Code § 740.12(a)(1)(B). 





 
 
 
 
 
 
 
 
 

 

November 9, 2017 
 
VIA ELECTRONIC FILING 
Kimberly D. Bose, Secretary 
Federal Energy Regulatory Commission 
888 First Street, N.E. 
Washington, D.C. 20426 
 

Re: Petition for Declaratory Order of Citizens Energy 
Corporation to Authorize Rate Treatments for the 
Sycamore-Penasquitos 230 kV Transmission Line Project, 
Docket No. EL18-____-000 

 
Dear Secretary Bose: 
 
Pursuant to Rule 207(a)(2) of the Rules of Practice and Procedure of the 
Federal Energy Regulatory Commission (18 C.F.R. § 385.207(a)(2)), Citizens 
Energy Corporation (“Citizens”) submits this Petition for a Declaratory Order 
seeking Commission approval of certain rate treatments in connection with 
Citizens’ participation in the Sycamore-Penasquitos 230 kV Transmission 
Line Project.  This Petition is supported by the affidavits of Peter F. Smith 
and David T. Helsby. 
 
In accordance with the Item No. 31 of the Commission’s Frequently Asked 
Questions (FAQs) (http://ferc.gov/resources/faqs/efiling.asp), Citizens is filing 
this Petition electronically, and hand delivering a check for the required 
$25,640.00 filing fee.  Please do not hesitate to contact the undersigned with 
any questions or concerns regarding this filing. 
 
 

Respectfully Submitted, 
 
 
_/s/Ashley M. Bond________ 
Ashley M. Bond 
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UNITED STATES OF AMERICA 
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) 
) 
) 
) 
) 
) 
) 
) 

Docket No. EL18-_____ 

 
PETITION FOR DECLARATORY ORDER OF CITIZENS ENERGY 
CORPORATION TO AUTHORIZE RATE TREATMENTS FOR THE 

SYCAMORE-PEÑASQUITOS 230 KV TRANSMISSION LINE PROJECT 
 

 Citizens Energy Corporation (“Citizens” or “Citizens Energy”), on behalf of 

itself and its wholly owned subsidiary Citizens Sycamore-Penasquitos Transmission 

(“CSPT”)   hereby requests that the Federal Energy Regulatory Commission 

(“Commission”) issue a declaratory order approving two rate treatments, in 

connection with a new high voltage transmission project that Citizens is partnering 

with San Diego Gas & Electric Company (“SDG&E”) to develop and finance, 

pursuant to Rule 207 of the Commission’s Rules of Practice and Procedure, 1/ 

Section 219 of the Federal Power Act (“FPA”),2/ and Order No. 6793/.  The California 

                                            
1/ 18 C.F.R. § 385.207. 

2/ 16 U.S.C. §§ 791a - 828c, § 824s. 

3/ Promoting Transmission Investment Through Pricing Reform, Order No. 679, 116 
FERC ¶ 61,057, order on reh’g, 117 FERC ¶ 61,345 (2006), order on reh’g, 119 FERC 
¶ 61,062 (2007) (“Order No. 679”). 
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Independent System Operator (“CAISO”) selected SDG&E, in conjunction with 

Citizens, to finance, construct, own, operate, and maintain the Sycamore-

Penasquitos transmission line project (“the Project”).4/   Citizens entered into an 

agreement with SDG&E in which it will finance $27 million of the Project in 

exchange for an entitlement in the transfer capability associated with the facilities 

it finances.  Citizens will use CSPT to effectuate the ultimate transaction with 

SDG&E, which will be structured, for tax purposes, as a lease transaction under 

Section 467 of the Internal Revenue Code.  Citizens’ involvement in the Project 

stems from its continuing pursuit of a strategy to partner with utilities to develop 

transmission projects, to alleviate transmission constraints, and increase access to 

renewable energy, while supporting low income energy consumers in California. 

In this filing, Citizens asks the Commission to authorize the same two rate 

treatments that the Commission has approved for Citizens’ involvement in the 

Sunrise Powerlink Project5/ and the Central Valley Power Connect Project. 6/  First, 

Citizens requests that the Commission approve its requested rate methodology, 

which includes Citizens’ use of: (1)  a hypothetical capital structure of 50% debt and 

50% equity, (2) the use of a proxy return on equity, subject to Citizens making the 

appropriate future filings pursuant to Section 205 of the Federal Power Act, (3)  a 

                                            
4/ Sycamore-Penasquitos Project-Project Sponsor Selection Report (Mar. 4, 2014) at 1, 

(“Selection Report”) Available at: https://www.caiso.com/Documents/Sycamore-
PenasquitosProjectSponsorSelectionReport.pdf 

5/ Citizens Energy Corp., 129 FERC ¶ 61,242 (2009). 

6/ Citizens Energy Corp., 157 FERC ¶ 61,150 (2016). 
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30 year levelized fixed rate for recovery of capital requirements, and (4) a formula 

rate to recover actual operating costs. 7/ Second, under Order No. 679, 8/ Citizens 

requests that the Commission allow Citizens to seek recovery of 100% of all 

prudently incurred development and construction costs in the event the project is 

abandoned as a result of factors beyond Citizens’ control.  The rate treatments will 

ultimately be implemented through a subsequent Section 205 filing to put in place a 

just and reasonable formulaic rate mechanism.  That subsequent filing pursuant to 

the approved formula will result in just and reasonable rates. 

Commission approval of these rate treatments is required by Citizens’ 

lenders and the capital markets.  Without pre-approval of both of the requested rate 

treatments – recovery of capital requirements through the indicated formula rate 

and qualification to seek recovery of abandonment costs under Order 679 – Citizens 

does not believe that it will be able to obtain the necessary financing to participate 

                                            
7/ Citizens’ formula rate methodology will recover operating expenses on an actual 

incurred basis, and capital requirements on a fixed, levelized basis for 30 years.  
Citizens’ capital requirements will be determined using a return on rate base 
approach incorporating a hypothetical capital structure and proxy return on equity 
similar to what the Commission has approved for public power participants who are 
Participating Transmission Owners in the California Independent System Operator 
and for another Citizens Energy subsidiary in connection with the Sunrise 
Powerlink Project.  Citizens Energy Corp., 129 FERC ¶ 61,242 (2009).  See also 
Citizens Energy Corp., 157 FERC ¶ 61,150 (2016); Morongo Transmission LLC, 148 
FERC ¶ 61,139 (2014).  

8/ Through this Petition, Citizens requests the Commission to grant this incentive, 
subject to Citizens making the appropriate “just and reasonable” demonstration in a 
future Federal Power Act, Section 205 filing.  Order No. 679 specifically reserves 
such prudence determination for a subsequent Section 205 filing which every utility 
is required to make if it seeks abandonment cost recovery.  Order No. 679, 116 
FERC ¶ 61,057at PP 165-66.  See also Citizens Energy Corp., 157 FERC ¶ 61,150 
(2016); Citizens Energy Corp., 129 FERC ¶ 61,242 (2009). 
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in development of the Project.  Similarly, Citizens requires the assurance that it 

may seek recovery of prudently incurred costs in the event the project is abandoned, 

subject to a later Section 205 filing, before it can commit to an outlay of such 

significant sums for construction.  Citizens’ participation in the development of the 

Project is non-routine, and through this filing, Citizens demonstrates that there is 

the required nexus between each of the above-referenced rate treatments sought 

and the investment Citizens will make.  

Citizens’ involvement in the Project stems from its desire to develop 

transmission projects that help resolve transmission bottlenecks, increase access to 

renewable energy, and reduce energy costs to low income consumers in California.  

Citizens has a successful track record of addressing these concerns through its other 

partnerships, including its participation in the Sunrise Powerlink Project with 

SDG&E and the Central Valley Power Connect Project with Pacific Gas & Electric 

Co. and Berkshire Hathaway Transmission.  For the reasons discussed below, 

Citizens requests that the Commission authorize the requested rate treatments for 

Citizens' involvement in the Project. 

I. BACKGROUND 

 The Commission has recognized both the need for additional transmission 

capacity and the obstacles facing the development of transmission projects on 

numerous occasions.  The increased demand for renewable resources has made the 

need for additional transmission all the more critical.9/ Congress and the 

                                            
9/  North American Electric Reliability Corporation, “Electric Industry Concerns on the 

Reliability Impacts of Climate Change Initiatives” (November 2008), 
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Commission have worked diligently to develop and implement policies to encourage 

investment in new transmission and to mitigate many of the risks associated with 

transmission projects.10/    

Concerns over the availability of transmission capacity continues to drive 

Commission policy and Congressional lawmaking.  It has also caused the State of 

California to introduce a specific agenda for expanding transmission and 

encouraging the development of renewable generation.  Current California law and 

policies presently require that California have 50 percent of its electric power 

generated by renewable resources, and to double its energy efficiency by 2030.11/   

II. IDENTIFICATION OF THE PARTIES  

A. Citizens Energy Corporation  

                                            
http://www.nerc.com/files/2008-Climate-Initiatives-Report.pdf. (“…we believe that 
the grid will be threatened unless we build the transmission infrastructure that is 
necessary to support renewable resources…”). 

10/  See Energy Policy Act of 2005, Pub. L. No. 10-58, § 1241, 119 Stat. 594, 961 (2005); 
Order Removing Obstacles to Increased Electric Generation and Natural Gas Supply 
in the Western United States, 94 FERC ¶ 61,272, 61,967 (2001); Order No. 679, 116 
FERC ¶ 61,057; Further Order on Removing Obstacles to Increased Electric 
Generation and Natural Gas Supply in the Western United States, 95 FERC ¶ 61,225 
(2001).  

11/ Under Governor Davis, California adopted a renewable portfolio standard, in which 
the state committed to having 20% of its electric power generated by renewable 
sources by 2017.  Governor Schwarzenegger accelerated that target to 2010, with 
33% to be renewable by 2020.  See Executive Order S-14-08 (available at 
http://gov.ca.gov/executive-order/11072/).  In 2015 Governor Brown further 
accelerated this goal through SB 350, which requires that California have 50% of its 
electric power generated by renewable resources, and double its energy efficiency by 
2030.  See Senate Bill 350 (available at 
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201520160SB350) 
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Citizens Energy Corporation is a non-profit Massachusetts corporation 

exempt from federal taxes under Section 501(c)(4) of the Internal Revenue Code, 

with its principal headquarters located in Boston, Massachusetts.  Citizens became 

a FERC-jurisdictional public utility in 1986.12/ Its successful commercial 

subsidiaries have supported a wide array of social and charitable programs in the 

United States and abroad.  Founded in Boston by Joseph P. Kennedy II in 1979, 

Citizens became a leading innovator in the energy and health care fields and used 

its entrepreneurial ventures to help people in need in the U.S., Africa, Central and 

South America, and the Caribbean.  In its first decade, Citizens’ commercial 

activities included crude oil trading, oil exploration and production, electric power 

and natural gas marketing, energy conservation and efficiency, mail-order service 

pharmaceuticals, and environmental business consulting.13/ Citizens was granted 

the first authorization to market electricity ever issued to a non-utility company in 

the mid-1980s and brokered the first independently marketed kilowatt hour of 

electricity in the United States on June 27, 1986.14/ Citizens devoted its profits from 

                                            
12/  Citizens Energy Corp., 35 FERC ¶ 61,198 (1986). 

13/  Exhibit CEC-1 at P 11. 

14/  Id. at P 10. 
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independent electricity marketing to assisting low-income electricity consumers of 

the participating utilities pay their energy bills.  

 Citizens Energy is structured as a non-profit company that owns 100% of a 

for-profit holding company, Citizens Enterprises.15/   Citizens Enterprises in turn 

owns several for-profit subsidiaries, including Citizens Sunrise Transmission, LLC 

(for its interest in the Sunrise Powerlink), Citizens Power Connect, LLC (for its 

interest in the Central Valley Power Connect), and CSPT which is the limited 

liability company Citizens will utilize to effectuate the ultimate lease transaction 

with SDG&E for the Sycamore-Penasquitos Project.16/   Citizens relies on profits 

from the businesses it owns and operates to generate revenues for charitable and 

social programs. 

Over its 38-year history, Citizens has launched a number of innovative 

businesses initiatives, including: 

Citizens Resources. One of the largest independent lifters of crude oil from 
Angola, Nigeria, and Venezuela, with over $6 billion in sales and daily 
trading volumes of over 250,000 barrels a day. 
 
Citizens Gas Supply. A leading marketer of natural gas to Local 
Distribution Companies after successfully challenging monopoly control of 
the nation’s natural gas pipelines, the company generated $1.1 billion in 
sales. 
 
Citizens Conservation. A leading innovator in the energy conservation 
field, achieving average energy savings of up to 40% through retrofits in 
thousands of housing units across the U.S. 
 

                                            
15/ Exhibit CEC-1 at P 30. 

16/ Id. 
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Citizens Medical. The nation’s largest marketer of mail-order prescription 
drugs, facilitating annual sales of over $3 billion and 40% savings over 
conventional delivery for consumers. 
 
Citizens Power & Light Corporation.  After securing a landmark decision 
from FERC17/, authorizing non-traditional utilities to engage in power 
marketing, Citizens commenced its brokering of electric energy at 
wholesale.  Later it formed Citizens Power & Light to continue that work 
and closed more than 30 major power sale contracts within a few years, 
achieving over $10.5 million in sales and becoming a nationally recognized 
leader in the field of electric power marketing.18/ 
 
 
Citizens Wind.   Citizens Wind is Citizens Energy’s wind development 
division.  It has developed 235 megawatts of operational wind projects in 
the U.S. and Canada, and has an active development portfolio of over 200 
megawatts.  Additionally, Citizens Wind is currently negotiating 
partnerships with offshore wind developers in the U.S. to participate in 
the growing offshore wind industry.  Citizens Wind’s profits are used to 
fund Citizens Energy’s assistance programs and it operates with the social 
mission of Citizens Energy in mind.   

 
Citizens Solar. Citizens has developed, constructed, owns, and operates a 
$190 million portfolio of solar generating assets with a capacity of 86 
megawatts.  The projects are ground-mounted, utility-scale, distributed 
solar arrays in Massachusetts and Georgia.  Additionally, Citizens has an 
active development portfolio of more than 300 megawatts of solar projects.  
Like its other ventures, Citizens Solar generates profits to help fund the 
parent company’s charitable mission. 

 
Citizens Energy Oil Heat Program. Created in response to the oil crisis of 
the late 1970s, the Oil Heat Program has delivered millions of gallons of 
discounted home heating oil to poor and elderly households in the 
Northeast.  Since 2006, in partnership with CITGO Petroleum, the Oil 
Heat Program has distributed over $500 million of assistance to more 
than 1 million households.   

 
 

                                            
17/  Citizens Energy Corp., 35 FERC ¶ 61,198 (1986). 

18/  In 1995 Citizens Power & Light formed a partnership with Lehman Brothers 
Holdings, Inc. and was renamed Citizens Lehman Power L.P.  Citizens eventually 
sold its interest in the partnership. 
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Hundreds of millions of dollars in dividends from these and other ventures have 

gone to support charitable programs as innovative as the businesses that financed 

them, including social programs in the countries where Citizens Energy runs 

business operations.   

Citizens began its operations in the electricity industry in 1985 with its 

program to buy power from utilities with surplus generating capacity, resell the 

excess power to other utilities, and then use the profits to help low-income families 

pay their electricity bills.  Citizens has since become involved in a variety of electric 

transmission and energy projects.  In the 21st century, Citizens is confronting two 

relatively new industry problems: (1) resolution of transmission congestion and (2) 

facilitating the delivery of renewables, including mitigation of the cost of relatively 

expensive renewable energy to economically vulnerable customers such as the poor 

and the elderly.  Citizens is seeking to find innovative, market opportunities to 

address these issues and resolve them. 

1. Transmission Activities and Involvement in the 
Sunrise Powerlink Project 

In the early 2000’s, Citizens began examining several constrained 

transmission areas and concluded that, through partnership arrangements with 

incumbent utilities, it could deploy the emerging concepts of an independent 

transmission company to spur construction of new transmission lines and alleviate 

transmission bottlenecks.  In 2004 Citizens began a cooperative relationship to 

further the development of San Diego Gas & Electric’s (“SDG&E”) Sunrise 

Powerlink Project.  Citizens and SDG&E formalized the relationship on May 11, 
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2009 through a Development and Coordination Agreement (the “DCA”), which 

provided for Citizens’ engagement in the development of the Border-East Line, a 

500 kV transmission line that is part of SDG&E’s Sunrise Powerlink Project. 

Through its wholly owned subsidiary, Citizens Sunrise Transmission (“CST”), 

Citizens has financed fifty percent the Border-East Line, an approximately $100 

million investment, and has become a Participating Transmission Owner (“PTO”) 

within the California Independent System Operator, Corp. (“CAISO”).  Citizens 

does not own any of the actual facilities themselves, but has long-term lease rights 

to the transfer capability of the Border-East Line.  Citizens has turned its rights 

over to the CAISO and has a FERC approved transmission service tariff pursuant 

to which it recovers its costs from the CAISO.19/  

Citizens securitized the financing of its participation cost with a pledge of the 

revenues it will receive from the CAISO.  With Commission approval, Citizens used 

an all debt financing, and recovers its costs in a way that is substantively the same 

as how Citizens proposes to recover the cost associated with the Project.   

Two important components of Citizens’ involvement in the Sunrise Powerlink 

Project are: (i) Citizens agrees to limit recovery of its costs from the CAISO to an 

amount no higher than what SDG&E would charge if SDG&E held Citizens’ 

interest in the project, and (ii) Citizens commits 50% of its annual after-tax profits 

from the project to energy assistance programs for low-income ratepayers in the 

project’s footprint. 

                                            
19/  Citizens Sunrise Transmission LLC, 138 FERC ¶61,129 (2012). 
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2. Participation in the Central Valley Power Connect 
Project 

Citizens is also contractually committed to assisting in the development and 

financing of the Central Valley Power Connect Project (CVPC Project), an 

approximately 68 mile long 230 kV overhead transmission line that will run from 

just northwest of Bakersfield, California to just north of Fresno, California.  

Citizens’ participation in CVPC Project is in conjunction with Pacific Gas & Electric 

Co. (“PG&E”) and MidAmerican Central California Transco, LLC (“MCCT”).  

Citizens worked in conjunction with PG&E and MCCT to formulate a competitive 

bid to the CAISO, which the CAISO Board selected in 2013. 

The specifics of Citizens’ involvement with the CVPC Project are 

substantively similar to those of its involvement with the Sunrise Project.  Under 

the terms of the Transmission Capacity Lease Agreement with PG&E and MCCT, 

Citizens agrees to finance 25 percent of the CVPC Project in exchange for a 30-year 

leasehold interest on 25 percent of the Project’s capacity.  Similar to its involvement 

in the Sunrise Powerlink, Citizens has additionally committed to spend 50 percent 

of its after-tax profits to assist low-income consumers in the affected service areas.  

Citizens’ wholly owned subsidiary Citizens Power Connect, LLC (“CPC”) will 

effectuate the ultimate transaction with PG&E and MCCT.   

On November 28, 2016 the Commission granted Citizens’ request for rate 

treatments virtually identical to those Citizens seeks in this filing, and to those the 
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Commission approved in conjunction with Citizens’ participation in the Sunrise 

Project.20/  

B. San Diego Gas & Electric Company 

SDG&E is a regulated public subsidiary of Sempra Energy that provides 

service to 3.6 million people in San Diego and southern Orange County, 

California.21/  

III. DESCRIPTION OF THE SYCAMORE-PENASQUITOS 230 kV 
TRANSMISSION LINE PROJECT 

The Sycamore-Penasquitos 230kV Transmission Line Project (the “Project”) 

is comprised of a new 230 kV electric transmission line between the Sycamore 

Canyon and Pensaquitos Substations.  It will traverse approximately 14miles in 

San Diego County, in southern California.22/   The Project has three segments: 

Segment A which consists of an overhead alignment running between Sycamore 

Canyon Substation and Stonecroft Trail within an existing SDG&E right of way; 

Segment B which consists of a transmission line transitioning from an overhead 

positions to an underground duct bank that will travel westerly along Pomerado 

Road, cross Interstate 15 then continue along secondary roads through the 

commercial area of Mira Mesa before transitioning back to an overhead line within 

an existing SDG&E right of way along the east side of Interstate Highway 805 at 

                                            
20/ Citizens Energy Corp., 157 FERC ¶ 61,150 (2016). 

21/ www.sdge.com/aboutus 

22/ See http://www.sdge.com/key-initiatives/sycamore-penasquitos-230kv-transmission-
line-project.  A map of the Project is included as Exhibit CEC-4. 
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Carroll Road/Carroll Canyon Road; and Segment C, which consists of an overhead 

alignment on the existing 230 kV steel poles within an existing SDG&E right-of-

way heading northward into the Penasquitos Substation. 23/ 

The CAISO identified the Project as a “reliability-driven project”24/ in its 

2012-2013 transmission plan that is necessary to “avoid projected system overloads 

to ensure the delivery of renewable generation.”25/   The need for the Project became 

“even more critical” with the announcement of the retirement of the San Onofre 

Nuclear Generating Station (“SONGS”).26/  The CAISO determined the SONGS 

retirement put “increased importance on the placement of the Sycamore-

Penasquitos line in service at the earliest opportunity” making the ability to 

achieve an expedient in service date “critical” for this Project.27/  

On October 13, 2016 the California Public Utilities Commission (“CPUC”) 

granted SDG&E a Certificate of Public Convenience and Necessity (“CPCN”) for 

the Project.28/ The CPUC granted the Project a CPCN configured with Alternative 5 

                                            
23/ Exhibit CEC-3, Section 1.1, Definition of “Project.” 

24/ Selection Report at 2. 

25/ Id. at 3. 

26/ Id.  

27/ Id. 

28/ In the Matter of the Application of San Diego Gas & Electric Company (U902E) for a 
Certificate of Public Convenience and Necessity for the Sycamore-Penasquitos 230 
Kilovolt Transmission Line Project, Decision Granting Certificate of Public 
Convenience and Necessity for the Sycamore-Penasquitos 230 kV Transmission Line 
Project, Application 14-04-011 (“CPCN Order”), available at: 
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which increased the portion of the Project that would be underground to 

approximately 11 miles.29/    

As discussed in more detail below, Citizens has agreed to finance $27 million 

of the Project in exchange for a 30 year leasehold interest in a portion of the 

Project’s transfer capacity that is proportional to Citizens’ financing.30/  This 

Petition pertains only to the proposed cost recovery by Citizens of its proportional 

share of the cost of development and construction of the Project.  Citizens’ proposed 

cost recovery reflects transmission operating costs, applicable overhead costs, and 

fixed capital requirements costs.31/  

The structure of Citizens’ involvement with the Project is substantively the 

same as its involvement in both the Sunrise Powerlink Project and Central Valley 

Power Connect Project discussed above.  In all three projects, Citizens has assisted 

in the development and financing of a portion of the project in exchange for a long-

term lease of a portion of the transfer capability of the project.  In all three projects 

Citizens has committed to turn over operational control of its leasehold interest to 

the CAISO and to become a CAISO Participating Transmission Owner.  Similarly, 

Citizens commits to spend 50% of its annual after-tax profits to assist low-income 

consumers in the affected service areas.  In the context of the Sunrise Powerlink 

                                            
http://www.cpuc.ca.gov/Environment/info/panoramaenv/Sycamore_Penasquitos/PDF/
Decision.PDF 

29/ Id. at 12-14.  

30/ Exhibit CEC-1. 

31/  Exhibit CEC-2 at P 16-18. 
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Project, this commitment has translated approximately $1.5 million of support per 

year.32/   

A. Project Ownership  

On November 9, 2017 Citizens and SDG&E entered into the Development, 

Coordination, and Option Agreement (“DCOA”), establishing the terms for Citizens’ 

engagement in the development of the Project.33/ SDG&E will own the Project, and 

Citizens’ participation will be a leasehold interest in a percentage of the Project 

proportional to Citizens’ financing.  Title to the facilities will remain with SDG&E 

and the transfer capability will revert to SDG&E upon expiration of the lease term.    

For tax purposes, the transaction will take place in the context of a Section 

467 lease under the Internal Revenue Code, between SDG&E and CSPT, a wholly-

owned subsidiary of Citizens Energy Corporation.  The rent will be paid in a lump 

sum at the closing of the transaction, which will occur when the parties finalize and 

execute the Transfer Capacity Lease.  It will be reported as accruing for tax 

purposes quarterly in arrears.  The prepayment, to the extent it exceeds the rent 

that has accrued, will be treated as a loan by Citizens to SDG&E that bears interest 

as required by Section 467 of the US tax code.34/  

 

                                            
32/  Exhibit CEC-1 at P 19. 

33/  A copy of the DCOA is attached to this Petition as Exhibit CEC-3. 

34/  Exhibit CEC-2 at P 23. 
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B. Project Management, Construction and 
Operation/Maintenance of the Project 

SDG&E is responsible for the development, design, permitting, engineering, 

procurement and construction of the Project.35/   SDG&E will bear the costs for 

development and construction of the Project, until such time as Citizens has 

exercised and closed its Option.36/  SDG&E will also bear the responsibility and 

expense of acquiring the permits and land rights necessary to construct the Project. 

C. Citizens’ Involvement  

While SDG&E bears the responsibility for developing the Project, Citizens 

has a long standing relationship with SDG&E and has been involved in the 

negotiations, meetings and deliberations necessary to develop this Project.  Citizens 

has already incurred development costs associated with its participation in the 

Project.  In addition to the involvement of Citizens’ officers, Citizens has relied 

heavily on the assistance of outside consultants for these development activities.  

These costs are ongoing, and include the costs associated with Citizens’ regulatory 

approvals, coordination and financing.  The rate treatments Citizens requests in 

this Petition will allow it to recover these Project related costs.  

D. Schedule of Development and Construction of the 
Project 

The CPUC granted SDG&E a Certificate of Public Convenience and 

                                            
35/ Exhibit CEC-3 at Section 3.1.  

36/  Id. 
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Necessity for the Project on October 13, 2016.37/   Construction of the Project is 

expected to commence in early 2017, and the Project is scheduled to enter 

commercial operation in 2018.38/ 

E. Overview of Project Benefits 

SDG&E has stated, and the CPUC has agreed, that the Project is necessary 

to allow SDG&E to meet the reliability requirements of the Western Electric 

Coordination Counsel, the CAISO, and the North American Electric Reliability 

Criteria (“NERC”).39/   Specifically: 

During periods of high customer demand and high energy imports, as 
well as during periods of high renewable energy generation in the 
Imperial Valley, most of the energy imported in San Diego flows across 
the 500 kV Southwest Powerlink and Sunrise Powerlink transmission 
lines.  This imported energy then flows into the Miguel and Sycamore 
Canyon Substations, respectively.  Heavy energy flows into these 
gateway substations can result in congestion and NERC reliability 
criteria violations…requiring dispatch of less efficient generation, 
increasing energy costs for ratepayers and eventually requiring 
upgrades to these downstream facilities.  The [Project] will allow energy 
to flow directly from the Sycamore Canyon Substation almost directly to 
the approximate San Diego load center…thus mitigating thermal 
overloads and avoiding NERC reliability violations, and facilitating the 
delivery of renewable energy to San Diego.40/  

 

                                            
37/ CPCN Order.  

38/  http://www.sdge.com/key-initiatives/sycamore-penasquitos-230kv-transmission-line-
project. 

39/ CPCN Order at 6. 

40/ Id. at 6-7. 
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IV. PURPOSE FOR THIS PETITION 

 The purpose of this Petition is to obtain Commission approval of Citizens’ 

eligibility for two rate treatments: 

(1) Authorization for Citizens rate methodology, including Citizens’ use of: 

(1) a hypothetical capital structure of 50% debt and 50% equity, (2) the 

use of a proxy return on equity, subject to Citizens making the 

appropriate future filings pursuant to Section 205 of the Federal Power 

Act, (3) a 30 year levelized fixed rate for recovery of capital 

requirements, and (4) a formula rate to recover actual operating 

costs.41/; and 

(2) Authorization for Citizens to seek recovery of its prudently incurred, 

transmission-related development and construction costs pertaining to 

its entitlement interest in the Project in the event the Project is 

canceled or abandoned as a result of factors beyond Citizens’ control, 

subject to a future FPA Section 205 filing and consistent with 

                                            
41/ Citizens’ formula rate methodology recovers operating expenses on an actual 

incurred basis, and capital requirements on a fixed basis levelized for 30 years.  
Capital requirements are determined using a return on rate base approach 
incorporating a hypothetical capital structure and proxy return on equity in 
determining an appropriate rate of return. 
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Congress’ directive to the Commission to enhance transmission 

investment and the Commission’s Order No. 679;42/  

The requested rate treatments are the same as the rate treatments the Commission 

approved for Citizens’ involvement in the Sunrise Powerlink Project,43/ and the 

Central Valley Power Connect Project. 44/   

Citizens’ non-routine involvement in development of the Project represents 

precisely the kind of transmission expansion project that the Commission intends to 

promote. Entities like Citizens propose to take on significant risk and burdens, and 

incur significant costs in order to get major new transmission facilities approved 

and constructed.  The Commission has affirmed that these entities are permitted to 

file for advance approval of conceptual rate treatments at the outset of the project 

development process, so they can have reasonable certainty of cost recovery.  

Citizens believes that the Commission’s willingness to provide regulatory certainty 

early in the project development process – when decisions to invest substantial 

                                            
42/ Citizens is not asking the Commission to determine the justness and reasonableness 

of Citizens’ abandonment cost recovery, if any, until Citizens seeks such recovery in 
a section 205 filing.  Order No. 679 specifically reserves the prudence determination 
for the later section 205 filing which every utility is required to make if it seeks 
abandonment recovery.  (Order No. 679, FERC Stats. & Regs. ¶ 31,222 at P 165-66).  
At this stage of the proceeding, Citizens requests the Commission to granting this 
incentive, subject to Citizens making the appropriate demonstration in a future 
section 205 filing. 

43/  Citizens Energy Corporation, 129 FERC ¶ 61,242 (2009). 

44/ Citizens Energy Corp., 157 FERC ¶ 61,150 (2016). 
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amounts of capital and effort are made – is critical to incenting the level of 

transmission investment that the Commission seeks to stimulate. 

 The Commission has consistently recognized the need to provide early 

approval of rate treatments for new transmission projects, 45/ and has granted 

Citizens such approvals for its involvement in the Sunrise Powerlink Project and 

the Central Valley Power Connect Project.46/  Further, pre-approval of Citizens’ 

proposed capital cost recovery methodology is essential for Citizens’ financing.  As 

explained by Mr. Helsby, approval of adequate capital cost recovery is necessary to 

obtain financing for Citizens’ share of the Project’s capital requirements.  This 

recovery is also consistent with the Commission’s goal of encouraging new 

transmission market entrants and increasing transmission import capability.  As a 

                                            
45/ See, e.g., TransBay Cable, 112 FERC ¶ 61,095 (2005) (approval of incentive rates 

before the project was approved for inclusion in the CIASO’s regional transmission 
plan); Green Power Express LP, 127 FERC ¶ 61,031 (2009) (approval of rate 
incentives for 3,000-mile regional “green power superhighway” proposed to deliver 
wind-powered renewable energy from the upper Midwest to Chicago/Minneapolis 
area;  Approved CWIP; abandoned plant;  hypothetical capital structure 60 percent 
equity and 40 percent debt until any portion of the project is placed in service; ROE 
of 12.38%, which includes 100 points for independence, 10 points for scope of project, 
and 50 points for RTO participation which is effective when entity becomes an RTO 
member and places project under RTO operational control); Pioneer Transmission, 
LLC, 126 FERC ¶ 61,281 (2009) (approval of transmission rate incentives for a 
proposed 240 mile 765 kV transmission line in Indiana that will connect PJM and 
MISO; Approval of base ROE of 10.54 percent; approval of a ROE adder of 50 basis 
points for membership in a RTO; approval of a ROE adder of 150 basis points for 
new transmission; approval 100 percent CWIP; and approval of abandonment and 
regulatory asset incentives). 

46/ Citizens Energy Corporation, 129 FERC ¶ 61,242 (2009); Citizens Energy Corp., 157 
FERC ¶ 61,150 (2016). 
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result, Citizens’ request in this Petition is consistent with Commission policy and 

precedent. 

V. CITIZENS’ INVESTMENT IN THE PROJECT QUALIFIES 
 FOR INCENTIVE RATE TREATMENT 

Congress has long recognized the need to encourage transmission investment 

and development.  Under Section 219 of the Federal Power Act47/ the Commission 

adopted regulations to provide “incentive-based . . . rate treatments for the 

transmission of electric energy in interstate commerce . . . for the purpose of 

benefiting consumers by ensuring reliability and reducing the cost of delivered 

power by reducing transmission congestion”, to “promot[e] capital investment in the 

enlargement, improvement, maintenance, and operation of facilities for the 

transmission of electric energy in interstate commerce”, and to “provide a return on 

equity that attracts new investment in transmission facilities . . . ”  As the 

Commission has found, this provision “is a directive to the Commission to use its 

existing authority to allow incentive-based rates . . . ”48/    

In enacting this new statute, “Congress determined that there is a need for 

rate incentives to encourage investment in transmission infrastructure and directed 

the Commission to establish incentive-based rate treatments for transmission 

projects that will help ensure the reliability of the bulk power transmission system 

in the United States or reduce the cost of delivered power to customers by reducing 

                                            
47/ EPAct 2005 § 124, 16 U.S.C. § 219. 

48/ American Electric Power Service Corp., 116 FERC ¶ 61,059, at P 2 (2006). 
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transmission congestion.”49/ Order No. 679 implements this Congressional directive 

by providing a range of incentives to help utilities to overcome the financial 

challenges they face in siting and constructing new transmission facilities.   

A. The Project Satisfies Order No. 679’s 
Rebuttable Presumption 

Order No. 679 provides that a public utility may file a petition for declaratory 

order or make a Section 205 filing to obtain incentive rate treatment for 

transmission infrastructure investment that satisfies the requirements of FPA 

section 219, i.e., the applicant must demonstrate that the facilities for which it 

seeks incentives either (1) ensure reliability or (2) reduce the cost of delivered power 

by reducing transmission congestion.50/ Order No. 679 also establishes a rebuttable 

presumption (as modified by Order No. 679-A) for:  “(i) a transmission project that 

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 that has received construction approval from an 

appropriate state commission or state siting authority.”51/   Moreover, Order No. 

679-A clarifies the operation of this rebuttable presumption by noting that the 

authorities and/or processes on which it is based (i.e., a regional planning process, a 

                                            
49/ Id. 

50/  See 18 C.F.R. § 35.35(i). 

51/  See Id.; Order No. 679-A, 117 FERC ¶ 61,345 at P 47. 
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state commission, or siting authority) must, in fact, consider whether the project 

ensures reliability or reduces the cost of delivered power by reducing congestion.52/  

The Project satisfies Order No. 679’s rebuttable presumption for two reasons.  

First, the need for this Project was identified by the CAISO in its 2012-2013 

transmission planning process and SDG&E’s selection, in conjunction with Citizens, 

as the project sponsor is the result of a competitive solicitation. 53/  Second, the 

Project has received approval from the CPUC, which expressly considered and 

determined that the Project is necessary to ensure reliability, address existing 

congestion, and allow for efficient generation dispatch.54/  The Commission relied on 

these factors in deciding that this Project “meets the rebuttable presumption and 

satisfies” the requirements of FPA Section 219 as part of SDG&E’s filing in Docket 

No. EL15-11.55/   For these reasons, Citizens respectfully requests that the 

Commission again find the Project has satisfied Order No. 679’s rebuttal 

presumption for purposes of this filing.  

B. The Commission’s Nexus Test is Satisfied 

In addition to satisfying this Section 219 requirement, applicants must 

demonstrate a nexus between the incentive sought and the investment being made.  

The nexus test is “met when an applicant demonstrates that the total package of 

                                            
52/  Order No. 679-A, 117 FERC ¶ 61,345 at P 49. 

53/ Selection Report at 1. 

54/ CPCN Order at 5-6. 

55/ San Diego Gas & Electric Co., 151 FERC ¶ 61,011 at P 30 (2015). 
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incentives requested it tailored to address the demonstrable risks or challenges 

faced by the applicant.”56/ The Commission has the discretion to grant incentives 

that promote particular policy objectives, unrelated to whether or not a project 

presents specific economic risks or challenges.57/    

An applicant for a transmission rate incentive must “demonstrate a nexus 

between the incentives being sought and the investment being made.”58  This is a 

fact specific case-by-case determination, and requires showing that the “total 

package of incentives requested is narrowly tailored to address the demonstrable 

risks or challenges” the applicant faces. 59/ The “question of whether a project is 

‘routine’ is particularly probative” to the Commission’s nexus analysis because the 

Commission has determined that non-routine projects face “risks and challenges 

                                            
56/  Pacific Gas & Electric Co., 148 FERC ¶ 61,195 at P 9.  See also citing Order No. 679-

A, FERC Stats & Regs ¶ 31,236 at P 49.  See also 18 C.F.R. § 35.35(d); Order No. 
679, 116 FERC ¶ 61,057 at P 26; 18 C.F.R. § 35.35(d).  See also Order No. 679-A, 117 
FERC ¶ 61,345 at P 21 (“By this we mean that the incentive(s) sought must be 
tailored to address the demonstrable risks and challenges faced by the applicant in 
undertaking the project.”) 

57/  Id. at n 38. 

58  Pacific Gas & Electric Co., 148 FERC ¶ 61,195 at P 9. 

59/ See Pacific Gas & Electric Co., 148 FERC ¶61,195, at P 9 (holding the “total package 
of incentives requested” must be “tailored to address the demonstrable risks or 
challenges faced by the applicants”); Bangor Hydro-Electric Company, 117 FERC ¶ 
61,129 (2006) (Bangor Hydro) (applicants for transmission rate incentives need not 
show that “but for” the incentives, a project will not be built, and rate incentives 
applicable to all regionally approved transmission projects, not only those which can 
be installed quickly utilizing innovative, lower cost technologies); see also Duquesne 
Light Company, 118 FERC ¶ 61,087 (the Commission spelled out in greater detail 
than in previous rulings the application of its criteria for transmission incentive 
rates).  
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that merit an incentive.”60  Determining whether or not a project is routine requires 

examining:  

(1) the scope of the project (e.g. dollar investment, increase in transfer 

capability, involvement of multiple entities or jurisdictions, size, effect 

on region); (2) the effect of the project (e.g., improving reliability or 

reducing congestion costs); and (3) the challenges or risks faced by the 

project (e.g., siting, internal competition for financing with other 

projects, long lead times, regulatory and political risks, specific 

financing challenges, other impediments).61/ 

The rate treatments Citizens requests here are narrowly tailored and necessary to 

balance the risks Citizens will take on to participate in the development and 

financing of the Project.  Additionally, as shown below, the Project is non-routine.  

As a result, Citizens’ participation in the Project, and its requested rate treatments 

satisfy the Commission’s nexus requirement.  

 Citizens’ involvement in the development of the Project represents a 

significant capital commitment for a company the size of Citizens. Citizens’ 

                                            
60  Citizens Energy Corp., 129 FERC ¶ 61,242 at P 17.  See also Baltimore Gas & 

Elec. Co., 120 FERC ¶ 61,084, at P 54 (2007)(“By definition, projects that are 
not routine under our analysis articulated above face inherent risks and 
challenges and/or provide benefits that are worthy of incentives.  If the 
Commission makes a determination that a project or projects are not routine 
and merit incentives, the Commission will evaluate the specific, proposed 
incentives and decide what incentives are appropriate for a particular project.  
As we stated in Order No. 679, ‘not every incentive will be available for every 
new investment.’  We will consider the total package of incentives requested 
and the inter-relationship between them.”) 

 
61/  Citizens Energy Corp., 129 FERC ¶ 61,242 at P 17. 
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involvement in this Project and its dedication to participating in the industry in 

innovative and cost effective ways facilitates cooperation, augments essential 

project funding with traditional utilities, and brings something new to the table. 

Citizens’ share of the Project’s financing will be approximately $27 million, 

plus development and financing costs of approximately $2 million.62/   This is a 

significant investment for a company like Citizens that has a net asset value of $67 

million.  Moreover, Citizens is under no regulatory obligation to construct its 

projects, i.e., instead of investing its capital in nonutility ventures.  Citizens has 

voluntarily chosen to invest its capital in this Project which will increase the 

reliability of transmission facilities in California.  Citizens will be competing for the 

capital required to invest in the Project against other new electric energy industry 

investments in generation, distribution, and, more broadly against entities seeking 

capital for investment in unrelated, non-regulated ventures in other industries.  

The Commission has recognized each of these factors as illustrating that a project is 

not routine.63/  

Citizens’ continued participation in the independent transmission business 

and its dedication to intervening in the industry in innovative and cost effective 

ways to facilitate unprecedented cooperation among traditional utilities can hardly 

                                            
62/  Exhibit CEC-2 at P 23. 

63/ Duquesne Light Company, 188 FERC ¶ 61,087 at P 53 (the fact that “instead of 
investing its capital in another venture” a utility chooses to “invest its capital in a 
project that will increase the reliability of its facilities and/or reduce the cost of 
delivered power to customers by reducing  transmission congestion” as supporting a 
finding that the investment is not routine) 
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be called routine.  Citizens’ business structure, and its commitment to dedicate 50% 

of its net after tax profits from this Project to low-income consumers is also clearly 

not routine. 

 Furthermore, the Project itself is not routine.  The CAISO and CPUC both 

recognize the critical nature of this Project to alleviate congestion, increase 

reliability, and more efficiently incorporate renewable resources.  The Project is a 

“key transmission system upgrade” necessary to mitigate the SONGS retirement 

and to “address local transmission overloads in the northern region of San Diego.”64/  

Additionally, a majority of the Project as approved by the CPUC will be 

underground, which includes its own set of challenges that support a non-routine 

project designation. 

The rate treatments sought herein are appropriately tailored to the unique 

challenges facing the Project.  Citizens’ rate methodology and request for recovery of 

abandoned facilities, including development cost, are both necessary in order for 

Citizens to secure the financing required for its participation in the Project.  

Additionally, should the Project be abandoned, Citizens would still be required to 

make a Section 205 filing prior to be being granted permission to include 

abandonment costs in an actual rate.  Any protesters that may be concerned about 

their potential exposure to abandoned project costs will have an opportunity to 

comment on any proposal to recover such costs if and when Citizens makes the 

required Section 205 filing.  Citizens requests that the Commission find a nexus 

                                            
64/ Selection Report at 3. 
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between Citizens’ participation in a non-routine project and the narrowly tailored 

rate treatments it seeks. 

VI. CITIZENS COST RECOVERY METHODOLOGY 

A. Allowing Citizens Capital Cost Recovery 
Methodology is Necessary to Effectuate a Secured 
Financing of the Project 

Citizens intends to finance its participation in the development of the Project 

using 100% debt.  This is the same financing structure the Commission accepted as 

part of Citizens’ successful participation in the Sunrise Powerlink Project and the 

Central Valley Power Connect Project.  Without pre-approval of Citizens’ rate 

methodology, Citizens will be unable to obtain the necessary financing to 

participate in development of the Project.   

The financing Citizens will obtain for this project will be similar to that 

commonly used by public power and cooperative utilities.65/ Citizens is seeking 

capital cost recovery based upon a hypothetical capital structure and a proxy rate of 

return method similar to that utilized by municipal electric utility participants in 

the CAISO which has been approved by the Commission.66/ Citizens, however, is an 

entity without any end-use utility customers or a service territory in California, and 

therefore must recover its revenue requirement through the CAISO’s TAC 

mechanism.  Citizens will not be charging its costs directly to end-use “customers” 

                                            
65/ Exhibit CEC-2 at P 14. 

66/ See City of Vernon, California, Opinion No. 479, 111 FERC ¶ 61,092 (2005); Opinion 
No. 479-A, 112 FERC ¶ 61,207 (2005); Opinion No. 479-B, 115 FERC ¶ 61,297 
(2006). 
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per se, but the liability which it will be incurring in the expenditure of borrowed 

funds is virtually identical to charging its costs through to a customer on a current 

basis.  Citizens proposes to finance its participation in the development of the 

Project as a stand-alone transmission project.  Thus, Citizens must demonstrate 

that mechanisms are in place for Citizens to achieve and maintain a strong cash 

flow.67/    

B. Citizens Revenue Requirement Is Intended To Be 
No Higher Than An SDG&E Representative Rate 

The ultimate rate for capital cost recovery under Citizens’ proposed cost 

recovery mechanism is intended to be no higher than the capital cost revenue 

requirement SDG&E could recover if SDG&E held Citizens’ transfer capability in 

the Project.68/ With respect to operating costs, Citizens will seek recovery of all 

reasonably and prudently incurred actual operating costs and overhead costs.69/ 

With respect to capital requirements, Citizens proposes to use a fixed rate for 

the 30 year term of the Citizens lease arrangement.  The Capital Requirements 

fixed rate will include the elements of return on rate base, amortization of the 

                                            
67/ After payment of debt service, operating expenses, and other obligations, Citizens 

expects to earn a margin, and Citizens will have an income tax liability on this 
margin. Citizens will invest 50% of its after tax margin on this project in assistance 
to low income electricity consumers in the project area.  Exhibit CEC-1 at P 21; 
Exhibit CEC-2 at P 15. The remaining margin will be transferred through a wholly-
owned holding company, Citizens Enterprises, to the not-for-profit parent, Citizens 
Energy Corporation, which will use the remaining 50% margin earned by Citizens in 
this Project to further the charitable corporate purposes of Citizens.  

68/  Exhibit CEC-2 at P 12. 

69/  Id. at P 25. 
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capitalized lease and development costs, and income taxes.  These elements will be 

summed for each of the thirty years, and a net present value determined for each 

year.  A levelized amount will be determined for the thirty year period, and this 

levelized amount will be Citizens’ Capital Requirements fixed rate for the thirty 

year period.70/ 

Under the Lease, the ultimate rate for recovery of its capital cost that 

Citizens is authorized to charge can be no higher than the rate SDG&E could 

recover at the time of commercial operation of the project if SDG&E held Citizens’ 

entitlement interest to the transfer capability in the Project.  For purposes of 

determining the rate SDG&E could use to recover its capital costs at the time of 

commercial operation of the Project if SDG&E held Citizens’ entitlement interest, 

Citizens and SDG&E have agreed to use a specific rate model (the “SDG&E 

Representative Rate”).71/   

C. Citizens’ Proposed Cost Recovery Methodology Will 
Result in Just and Reasonable Rates 

As described by Mr. Helsby, Citizens proposes to charge a rate that: (1) 

recovers actual transmission operating costs and applicable overhead costs, and (2) 

recovers capital requirements on a levelized fixed basis for 30 years; wherein the 

                                            
70/  Exhibit CEC-2 at P 17. 

71/ As described by Mr. Helsby, the SDG&E Representative Rate calculates a 
theoretical annual revenue requirement (for a fifty-eight-year depreciable life) that 
SDG&E could recover at the time of commercial operation if SDG&E held Citizens’ 
transfer capability and then amortize that rate over a thirty year period on a level 
basis each year based on fixed and variable parameters set forth in the model to 
produce a theoretical levelized annual amount.  Exhibit CEC-2 at P 12-13, 19. 
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capital requirements recovery will be no higher than the rate that SDG&E would 

charge for Citizens’ interest in the Project, absent Citizens’ participation.  Citizens 

proposes to use an after the fact true-up mechanism for operating and overhead 

costs such that the revenue requirements will reflect actual operating costs.72/ 

Citizens capital requirements cost recovery is proposed to be at a fixed levelized 

rate for the thirty year term of the lease arrangement with SDG&E.  Citizens’ 

revenue requirements will generally contain the following elements: (1) 

transmission operating costs; (2) applicable overhead costs; and (3) capital 

requirements. 

Citizens’ rate base will be the capitalized lease cost of $ 27 million, plus 

development and financing costs (now estimated to be about $2 million), less 

accumulated capitalized lease and development cost amortization costs, plus 

accumulated deferred income taxes and working capital.  Citizens will use a 

levelized fixed capital requirements rate.  The levelized capital requirements fixed 

rate would be determined by levelizing the net present values of each of the thirty 

annual capital revenue requirement amounts.   The levelized approach is necessary 

and consistent with Citizens’ financing (which will utilize level debt service over 30 

years), and it will spread the recovery of project costs evenly over the 30 year term, 

consistent with benefits derived, rather than front-end-loading cost recovery under 

a non-levelized depreciated rate base approach.   

The operating cost component of Citizens’ proposed revenue requirement 

                                            
72/  Exhibit CEC-2 at P 17-18. 
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consists of transmission operating costs and applicable overhead costs.  Citizens’ 

formula rate will provide for adjustments to reflect actual operating and overhead 

costs.  Thus, the operating cost elements of Citizens’ revenue requirement meet the 

just and reasonable standard.   The fixed capital requirements component of 

Citizens’ revenue requirement follows a cost based approach.  A reasonable 

hypothetical ratio of 50% debt and 50% equity, as previously described.  SDG&E’s 

currently authorized capital structure is Long Term Debt of 44.7% and Common 

Equity of 55.23%.  Thus, a hypothetical capital structure of 50% debt and 50% 

equity incorporates an equity ratio that approximates SDG&E’s currently 

authorized equity ratio.   

Citizens’ actual cost of debt will be used, along with an authorized cost of 

equity capital as a proxy.   The Commission has approved the use of a hypothetical 

capital structure and a proxy return on equity for certain Participating 

Transmission Owners in the CAISO, including Citizens’ for its Sunrise Powerlink 

project and Central Valley Power Connect project.73/ Citizens’ rate methodology, 

including the fixed rate Capital Requirements recovery approach, is cost-based and 

just and reasonable.74/  

                                            
73/ City of Vernon, California, Opinion No. 479, 111 FERC ¶61,092 (2005); see Order No. 

679-A, FERC Stats. & Regs. ¶ 31,236 at n.37 (finding that use of hypothetical capital 
structures can be an appropriate ratemaking tool for fostering new transmission in 
certain circumstances); see also Morongo Transmission LLC, 148 FERC ¶ 61,139 
(2014); Citizens Energy Corp., 129 FERC ¶ 61,242 (2009); New England Power Pool, 
92 FERC ¶ 61,020 at 61,041 (2000) (accepting use of proxy by non-utility generator); 
Citizens Energy Corporation, 129 FERC ¶ 61,242 (2009); Citizens Energy Corp., 157 
FERC ¶ 61,150 (2016). 

74/  Exhibit CEC-2 at P 28. 

Attachment PFS-1 
Page 38 of 165



-33- 

 
 

 

D. Citizens’ Levelized Rate Methodology Will Benefit 
Consumers 

Citizens’ proposed levelized rate approach based on a hypothetical capital 

structure will benefit consumers in two important ways.  First, the requested 

hypothetical capital structure will provide rate stability and protection against 

potential capital cost increases over time.75/ As of the operational date of the Project, 

Citizens’ requested approach will lock-in fixed return levels for both the debt and 

equity components of the hypothetical capital structure.  These locked-in rates will 

remain in place for the full 30-year term of Citizens’ participation in the 

Project.  Generally speaking, there is long term inflationary potential associated 

with current and anticipated deficit funding levels for economic recovery.  Thus, the 

consumer benefits of Citizens’ assured rate stability, with locked-in capital cost 

rates over 30 years, will likely be substantial.76/   

The second consumer benefit arises from the levelization process 

itself.  Without levelization, consumers would be charged substantially more in the 

early years of the Project's operation and less in later years as the Project is 

gradually depreciated and its rate base declines.77/  Because the transmission 

benefits of the Project will be constant over time, and the associated monetary 

benefits of the constant transmission availability will very likely increase as utility 

                                            
75/  Exhibit CEC-2 at P 27. 

76/  Id. 

77/  Id. 
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costs rise, the “front end loading” of cost recovery, as would occur without Citizens’ 

requested levelized rate approach, would mismatch project benefits and costs over 

time.  For these reasons, Citizens’ proposed levelized rate approach based on a 

hypothetical capital structure should be recognized as a consumer benefit.78/ 

VII. ABANDONED PROJECT COST RECOVERY 

Citizens requests Commission approval of a second rate treatment - a 

determination that it is qualified to seek recovery of 100% of its prudently incurred 

development and construction costs in the event the Project is abandoned as a 

result of factors beyond Citizens’ control.  This requested rate treatment is 

consistent with Congress’ directive to the Commission to enhance transmission 

investment and the Commission’s Order No. 679 and is vital to Citizens’ ability to 

access the necessary financing to participate in this Project.  The requested rate 

treatment is the same as the one the Commission approved for Citizens’ 

participation in the Sunrise Powerlink Project,79/ and the Central Valley Power 

Connect Project.80/  Finally, the Commission has already granted SDG&E’s request 

for the abandonment incentive for this Project,81/  and a similar finding is warranted 

for Citizens. 

                                            
78/  Id. 

79/  Citizens Energy Corporation, 129 FERC ¶ 61,242 (2009). 

80/  Citizens Energy Corp., 157 FERC ¶ 61,150 (2016). 

81/ San Diego Gas & Electric Co., 151 FERC ¶ 61,011 at P 31 (2015). 
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 Citizens seeks authorization to recover 100% of prudently-incurred costs 

associated with any possible abandonment of the development of the Project, if the 

abandonment is outside of Citizens control.82/   Authorization to recover such 

abandonment costs is necessary to mitigate the risk to Citizens that the Project is 

cancelled, or that portions of it may be supplanted for reasons beyond its control.  

This incentive will be a vital element in allowing Citizens to finance its interest in 

the Project.   

Unlike a traditional utility, Citizens does not have the ongoing public utility 

operations which would allow it to absorb the costs it has already incurred should 

the Project be terminated for reasons beyond Citizens’ control.   These risks make it 

appropriate to provide Citizens with assurance of recovery of its abandonment costs 

through the CAISO’s Transmission Access Charge (TAC) mechanism, the recovery 

of which will be under continuing Commission supervision. 

Developing and constructing new high voltage transmission lines in 

California is a substantial financial undertaking, and is necessary to ensure reliable 

electric service.  Citizens’ faces the very real risk that the Project could fail solely 

                                            
82/ Order No. 679, at PP 163-167; see also Southern California Edison Company, 112 

FERC ¶ 61,014, at PP 58-61 (allowing recovery of all prudently-incurred costs if the 
project is later cancelled due to circumstances beyond the control of its 
management), reh 'g denied, 113 FERC ¶ 61,143 (2005).  In Order No. 679, the 
Commission rejected the argument that pre-authorization to recover abandoned 
project costs should cause a reduction to the authorized ROE for a project. Id. at P 
167. The Commission, for example, approved Allegheny’s request for rate incentives 
at the upper end of the zone of reasonableness while at the same time pre-
authorizing the recovery of abandoned project costs.  Allegheny, 116 FERC ¶ 61,058, 
at P 122. Allegheny, 116 FERC ¶ 61,058, at P 127. 
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because of actions beyond its control.  Citizens’ proposed cost recovery and rate 

proposal will allow Citizens to balance the risks attributable to its involvement in 

the Project and aid in its financing of its entitlement in the Project’s transfer 

capability.   

VIII. TECHNOLOGY STATEMENT 

The Commission’s Incentives Pricing Rule requires applicants for incentive 

rate treatment to include a technology statement that describes the advanced 

technologies that have been considered and, if not employed, an explanation of the 

reasons why they were not.83/ SDG&E will use advanced technologies on this 

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

IX. CORRESPONDENCE AND COMMUNICATIONS 

 Correspondence and other communications concerning this Petition should be 

sent to the undersigned counsel for Citizens, and to the following individuals, each 

                                            
83/ Order No. 679 at P 302. 
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of whom should be placed on the Commission’s official service list in this 

proceeding: 

 
Donald R. Allen 
Ashley M. Bond 
Duncan & Allen 
1730 Rhode Island Ave, NW. 
Suite 700 
Washington, D.C.  20005 
(202) 289-8400 
dra@duncanallen.com 
amb@duncanallen.com 
 

 Peter F. Smith 
Chief Executive Officer 
Citizens Energy Corporation 
88 Black Falcon Ave. Suite 342 
Boston, MA 02210 
617-338-6300, X581 
psmith@citizensenergy.com 

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

Commission and on CAISO. 

X. MATERIALS SUBMITTED HEREWITH 

Together with this Petition for Declaratory Order, Citizens hereby submits 

each of the following:  

1) Exhibit CEC-1: Affidavit of Peter F. Smith  
 
 

2) Exhibit CEC-2: Affidavit and Exhibits of David T. Helsby  
 

Attachment A to Exhibit CEC-2:  Representative Rate Model 
 

Attachment B to Exhibit CEC-2:  Preliminary Citizens Rate 
Model 

 
3) Exhibit CEC-3: Development, Coordination, and Option Agreement By and 

Between San Diego Gas & Electric Company, and Citizens Energy 
Corporation 

 
4) Exhibit CEC-4: Map of the Sycamore-Penasquitos 230 kV Transmission 

Line Project 
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XI. CONCLUSION 

 WHEREFORE, for the foregoing reasons, Citizens, on behalf of its wholly 

owned subsidiary CSPT, respectfully requests that the Commission declare that 

Citizens participation in the Project, described more fully above, is eligible for the 

rate incentives and rate treatment requested herein, as follows:  

1.  Approval of Citizens requested cost recovery methodology, which includes 

Citizens’ use of: (1)  a hypothetical capital structure of 50% debt and 50% 

equity, (2) the use of a proxy return on equity, subject to Citizens making 

the appropriate future filings pursuant to Section 205 of the Federal 

Power Act, (3)  a 30 year levelized fixed rate for recovery of capital 

requirements, and (4) a formula rate to recover actual operating costs.; 

2. Qualification of Citizens to seek recovery of its prudently incurred, 

transmission-related development and construction costs pertaining to its 

entitlement interest in the Project in the event the Project is canceled or 

abandoned as a result of factors beyond Citizens’ control, subject to a 

future FPA Section 205 filing; and 
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3. Such other relief as the Commission may deem appropriate. 

 
 
      Respectfully submitted, 
 
 
 
      _/s/ Donald R. Allen_________ 

Donald R. Allen  
Ashley M. Bond 
Duncan & Allen 
1730 Rhode Island Avenue, N.W. 
Suite 700 
Washington, D.C.  20036 
(202) 289-8400 
(202) 289-8450 (facsimile) 
 
Counsel for Citizens Energy Corporation, 
and Citizens Sycamore-Penasquitos 
Transmission, LLC  

 
November 9, 2017  
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UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 
 

Citizens Energy Corporation )  
 ) Docket No. EL18-______ 

Petitioner )  
 

 
 AFFIDAVIT OF PETER F. SMITH 
 
Commonwealth of Massachusetts 

  : ss 
County of Suffolk 
 
 

Peter F. Smith, being subject to the penalties of perjury, hereby deposes 

and says:  

I. INTRODUCTION AND QUALIFICATIONS 

1. I am Chief Executive Officer of Citizens Energy Corporation.  My 

office address is 88 Black Falcon Avenue Center Lobby, Suite #342, Boston, 

Massachusetts, 02210.      

2. I joined Citizens Energy in November 2000 as Chief Operating 

Officer, and became Chief Executive Officer in December 2014.  In this role, I 

report directly to the Chairman, President, and Founder, Joseph P. Kennedy II, 

and am responsible for all aspects of Citizens’ business and charitable activities.  

I am currently leading Citizens’ efforts to develop high-voltage electricity 

transmission lines in California to facilitate the delivery of energy, including 

renewable energy sources.  Additionally, I directly oversee Citizens’ renewable 
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energy development division, which works to develop, construct, own, and 

operate renewable energy generation projects in the U.S. and Canada. 

3. Prior to joining Citizens Energy, I was a Manager at the Boston 

Consulting Group (BCG), an international strategy and general management 

consulting firm focused on helping leading corporations create and sustain 

competitive advantage.  I also spent five years on active duty with the United 

States Coast Guard.  

4. I hold a B.S. in economics from the U.S. Coast Guard Academy and 

an M.B.A. from Harvard Business School.  

5. This Affidavit was prepared in support of the Petition for a 

Declaratory Order of Citizens Energy Corporation to authorize rate treatments 

for Citizens’ involvement in the Sycamore-Penasquitos 230 kV Transmission 

Line Project (‘the Project”). 

6. The purpose of this Affidavit is to provide a description of Citizens 

Energy Corporation and its subsidiary entities.  Further, I will provide 

information on Citizens Energy Corporation’s participation with San Diego Gas 

& Electric Company (“SDG&E”) in the development and financing of the Project. 

II. BACKGROUND ON CITIZENS ENERGY 

7. Citizens Energy Corporation was formed during the oil-price shocks 

of the late 1970s to provide low-cost home heating oil to the poor and the elderly.  

Joseph P. Kennedy II founded the company with the belief that profits from 

successful oil industry ventures could be used to write down the cost of fuel to 
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vulnerable families having to choose between heating and eating and other basic 

needs. 

8. Following its success in the oil trading, exploration, and production 

fields, Citizens Energy went on to become a leading innovator in the electricity, 

natural gas, and pharmaceutical drug industries, all the while using profits from 

its business activities to support a wide array of charitable programs in the U.S. 

and abroad. 

9. Citizens Energy Corporation is structured as a non-profit company 

that owns 100% of a for-profit holding company, which in turn wholly owns 

several for-profit subsidiaries.  Citizens Energy relies on profits from the 

businesses it owns and operates to generate revenues for charitable and social 

programs. 

10. Citizens’ commercial activities in its first decade included crude oil 

trading, oil exploration and production, electric power and natural gas 

marketing, mail-order pharmaceuticals, and environmental business consulting.  

Citizens was granted the first authorization to market electricity ever issued to a 

non-utility company in the mid-1980s and brokered the first independently 

marketed kilowatt hour of electricity in the United States on June 27, 1986.  
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11. Citizens Energy Corporation has launched a number of innovative 

businesses and programs, including:1 

Citizens Resources. One of the largest independent lifters of crude oil 
from Angola, Nigeria, and Venezuela, with over $6 billion in sales and 
daily trading volumes of over 250,000 barrels a day. 
 
Citizens Gas Supply. A leading marketer of natural gas to Local 
Distribution Companies after successfully challenging monopoly 
control of the nation’s natural gas pipelines, the company generated 
$1.1 billion in sales. 
 
Citizens Conservation. A leading innovator in the energy conservation 
field, achieving average energy savings of up to 40% through retrofits 
in thousands of housing units across the U.S. 
 
Citizens Medical. The nation’s largest marketer of mail-order 
prescription drugs, facilitating annual sales of over $3 billion and 40% 
savings over conventional delivery for consumers. 
 
Citizens Power & Light Corporation.  After securing a landmark 
decision from FERC2, authorizing non-traditional utilities to engage in 
power marketing, Citizens commenced its brokering of electric energy 
at wholesale.  It formed Citizens Power & Light to continue that work 
and closed more than 30 major power sale contracts within a few years 
achieving over $10.5 million in sales and becoming a nationally 
recognized leader in the field of electric power marketing. 
 
Citizens Wind.   Citizens Wind is Citizens Energy’s wind development 
division.  It has developed 235 megawatts of operational wind projects 
in the U.S. and Canada, and has an active development portfolio of 
over 200 megawatts.  Additionally, Citizens Wind is currently 
negotiating partnerships with offshore wind developers in the U.S. to 
participate in the growing offshore wind industry. Citizens Wind’s 
profits are used to fund Citizens Energy’s assistance programs and it 
operates with the social mission of Citizens Energy in mind.   

                                            
1  The specific details on these activities may be found on Citizens’ website at 

www.citizensenergy.com 

2  Citizens Energy Corp., 35 FERC ¶ 61,198 (1986). 
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Citizens Solar. Citizens has developed, constructed, owns, and operates 
a $190 million portfolio of solar generating assets with a capacity of 86 
megawatts.  The projects are ground-mounted, utility-scale, 
distributed solar arrays in Massachusetts and Georgia.  Additionally, 
Citizens has an active development portfolio of more than 300 
megawatts of solar projects.  Like its other ventures, Citizens Solar 
generates profits to help fund the parent company’s charitable mission. 
 

 
Citizens Energy Oil Heat Program. Created in response to the oil crisis 
of the late 1970s, the Oil Heat Program has delivered millions of 
gallons of discounted home heating oil to poor and elderly households 
in the Northeast.  Since 2006, in partnership with CITGO Petroleum, 
the Oil Heat Program has distributed over $500 million of assistance to 
more than one million households.   

 
 

12. Hundreds of millions of dollars in dividends from these and other 

ventures have gone to support charitable programs as innovative as the 

businesses that financed them, including social programs in the countries where 

Citizens Energy runs business operations.   

III. CITIZENS ENERGY - OPERATIONS IN ELECTRICITY 
INDUSTRY 

13. Citizens Energy Corporation began its operations in the electricity 

industry with a program launched in 1985 to buy power from utilities with 

surplus generating capacity, resell the excess power to other utilities, and then 

use the profits to help low-income families pay their electricity bills.   Since then, 

Citizens has become involved in electric transmission and energy generation 

projects. 
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14. Citizens is confronting two relatively new industry problems: (1) 

Resolution of transmission congestion and (2) Facilitating the delivery of 

renewables, including mitigation of the cost of relatively expensive renewable 

energy to economically vulnerable customers such as the poor and the elderly.  

Citizens is seeking to find innovative, market opportunities to address these 

issues and resolve them. 

 
IV. CITIZENS’ ROLE IN INDEPENDENT TRANSMISSION  

15. Citizens Energy Corporation, led by Joseph P. Kennedy II, 

continues to use its ingenuity to find and resolve, on a commercial basis, 

impediments and bottlenecks in the still evolving electric power industry and 

use the profits it earns to further extend its assistance to disadvantaged energy 

consumers in the United States.  In late 2004, Citizens Energy Corporation 

began to turn its attention to the problem of transmission constraints in the 

new, disaggregated electric industry which impede the free flow of renewable 

and lower cost electricity to consumers, much the way it did when it first 

investigated the once closed, vertically integrated electric utility power 

marketing structure.  In so doing, Citizens Energy Corporation found that there 

are significant opportunities for independent developers in transmission projects 

to resolve transmission bottlenecks, promote the development of renewable 

electric resources and improve the performance of newly emerging electricity 

markets.    
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16. Citizens seeks to tackle transmission congestion through innovative 

business and market relationships, while facilitating the delivery of renewable 

energy (including mitigation of the cost of relatively expensive renewable 

generation to economically vulnerable customers such as the poor and the 

elderly).  Citizens is accomplishing that objective through its involvement in 

transmission projects.  One such project is the Sunrise Powerlink Project. 

17. Citizens’ involvement in the Sunrise Powerlink Project began in 

2005, and culminated in Citizens financing of its $100 million investment in the 

Sunrise Powerlink Project.  The Sunrise Powerlink Project consists of a new 500 

kV transmission line in California running approximately 150 miles from the El 

Centro area of Imperial County to northwestern San Diego County.  The Sunrise 

Powerlink provides up to 1,000 MW of new transfer capacity into the San Diego 

area.  In its December 18, 2008 Order approving the project, the California 

Public Utilities Commission determined that the Sunrise Powerlink, primarily 

intended to facilitate delivery of renewable generation in the Imperial Valley to 

San Diego, will generate net benefits of over $117 million per year for California 

utilities confronting the then recently approved 33% Renewable Portfolio 

Standard (“RPS”) requirement by 2020.  Citizens’ involvement contributes to the 

export capacity for otherwise trapped renewable resources (solar, geothermal, 

and wind) in the Imperial Valley in California and significantly enhances the 

reliability of Southern California’s transmission system.       
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18. Through its wholly owned subsidiary, Citizens Sunrise 

Transmission (“CST”), Citizens has financed 50% of the cost of the 500 kV 

transmission line in Imperial County (the “Border-East Line”) (an approximately 

$100 million investment), and has become a Participating Transmission Owner 

(“PTO”) within the California Independent System Operator, Corp. (“CAISO”).  

Citizens does not own any of the actual facilities themselves, but has long-term 

lease rights to the transfer capability of the Border-East Line.  Citizens has 

turned its rights over to the CAISO and has a FERC approved transmission 

service tariff pursuant to which it recovers its costs from the CAISO.3 

19. Thanks to Citizens’ participation, the Sunrise Powerlink Project 

has achieved significantly greater public benefits.  Citizens has contractually 

committed to spend 50% of its after-tax profit from the Sunrise project on 

programs assisting low income families of Imperial County.  Since becoming 

operational in June of 2012, CST’s ownership in the Sunrise Powerlink Project 

annually generates approximately $1.5 million of low-income assistance that 

directly benefits the ratepayers in Imperial County.  To date, Citizens has 

installed 421 solar rooftop systems on low-income houses – at no cost to the 

homeowner – resulting in more than $400,000 in ratepayer savings to-date, and 

an installed capacity of more than 1.6 megawatts.  The program continues to be 

highly respected and appreciated by the community, local elected officials, and 

                                            
3  Citizens Sunrise Transmission LLC, 138 FERC ¶61,129 (2012). 
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the local municipally-owned utility, Imperial Irrigation District, which had 

previously been unable to experience any material level of residential rooftop 

solar in Imperial County.  In addition to the direct low-income rate payer 

benefits, Citizens’ solar homes program in the Imperial Valley has created local 

jobs, further assisting the local economy.  

20. Citizens is additionally contractually partnered in the development 

and financing of the Central Valley Power Connect Project (“CVPC Project”), 

through its wholly owned subsidiary Citizens Power Connect, LLC (“CPC”).  The 

CVPC Project is an approximately $150 million, 68 mile long 230 kV overhead 

transmission line that will run from just northwest of Bakersfield, California to 

just north of Fresno, California.  Citizens’ participation in the CVPC Project is in 

partnership with Pacific Gas & Electric Co. (“PG&E”) and MidAmerican Central 

California Transco, LLC (“MCCT”). 

21. Citizens’ involvement in the CVPC Project is substantively similar 

to that of its involvement in the Sunrise Project.  Citizens has agreed to finance 

25 percent of the CVPC Project in exchange for a 30-year leasehold interest on 

25 percent of the CVPC Project’s capacity.  Citizens has additionally committed 

to spend 50 percent of its after-tax profits to assist low-income consumers in the 

affected service areas. 
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V. DEVELOPMENT OF THE SYCAMORE-
PENASQUITOS 230 KV TRANSMISSION LINE 
PROJECT 

22. The Sycamore-Penasquitos 230 kV Transmission Line Project 

(“Project”) is an approximately 14 mile new 230 kV transmission line that will 

replace the existing transmission line between SDG&E’s Sycamore Canyon and 

Penasquitos Substations.4   The CAISO identified the Project as a “reliability 

driven project” in its 2012-2013 transmission plan where it found the Project 

was necessary to “avoid projected system overloads to ensure the delivery of 

renewable generation.”5  The CAISO determined that the retirement of the San 

Onofre Nuclear Generating Station (“SONGS”) has increased the importance of 

putting the Project into service as soon as possible, making the ability to achieve 

an expedient in service date “critical” for the Project.6   

23. Citizens’ involvement with the Project began in 2013 when it signed 

a Letter of Intent with SDG&E to prepare a joint application to the CAISO for 

                                            
4 See http://www.sdge.com/key-initiatives/sycamore-penasquitos-230kv-

transmission-line-project 

5 Sycamore-Penasquitos Project-Project Sponsor Selection Report (Mar. 4, 2014) at 
2, (“Selection Report”) Available at: https://www.caiso.com/Documents/Sycamore-
PenasquitosProjectSponsorSelectionReport.pdf 

6 Id. 
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consideration in the CAISO’s competitive solicitation process for the Project. 7/   

Citizens and SDG&E worked together and produced an application that the 

CAISO found superior to the three other applications submitted by other 

parties.8/  Specifically, the CAISO performed a comparative analysis of the 

proposals submitted by the four parties, and found SDG&E’s and Citizens’ bid to 

be superior in “most of the tariff criteria.” 9/ As a result, the CAISO selected 

SDG&E in conjunction with Citizens to develop the Project. 

24. On October 13, 2016 the California Public Utilities Commission 

(“CPUC”) granted SDG&E a Certificate of Public Convenience and Necessity 

(“CPCN”) for the Project.10/  The CPUC granted the Project a CPCN configured 

                                            
7/ Sycamore-Penasquitos Project-Project Sponsor Selection Report (Mar. 4, 2014) at 

1, (“Selection Report”) Available at: https://www.caiso.com/Documents/Sycamore-
PenasquitosProjectSponsorSelectionReport.pdf 

8/ Sycamore-Penasquitos Project-Project Sponsor Selection Report (Mar. 4, 2014) at 
4, (“Selection Report”) Available at: https://www.caiso.com/Documents/Sycamore-
PenasquitosProjectSponsorSelectionReport.pdf 

9/ Sycamore-Penasquitos Project-Project Sponsor Selection Report (Mar. 4, 2014) at 
63, (“Selection Report”) Available at: 
https://www.caiso.com/Documents/Sycamore-
PenasquitosProjectSponsorSelectionReport.pdf 

10/ In the Matter of the Application of San Diego Gas & Electric Company (U902E) 
for a Certificate of Public Convenience and Necessity for the Sycamore-
Penasquitos 230 Kilovolt Transmission Line Project, Decision Granting 
Certificate of Public Convenience and Necessity for the Sycamore-Penasquitos 
230 kV Transmission Line Project, Application 14-04-011 (“CPCN Order”), 
available at: 
http://www.cpuc.ca.gov/Environment/info/panoramaenv/Sycamore_Penasquitos/P
DF/Decision.PDF 
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with Alternative 5, which altered the originally-proposed project route and 

increased the portion of the Project that will be underground.11     

25. On November 9, 2017 Citizens and SDG&E entered into the 

Development, Coordination, and Option Agreement (“DCOA”), which identifies 

the terms for Citizens’ engagement in the development of the Project, consistent 

with the Letter of Intent from 2013.  Citizens’ involvement in the Project is 

structured very similarly to Citizens’ participation in both the Sunrise Powerlink 

Project and the Central Valley Power Connect Project.  A copy of the DCOA is 

included as Exhibit CEC-3 to this filing.   

26. Under the DCOA, Citizens has the option to finance $27 million of 

the Project in exchange for a 30 year lease in the transfer capability associated 

with the facilities it finances.  Upon exercising its option, Citizens will prepay 

the $27 million in rent associated with its leasehold interest in the Project.12  

SDG&E will maintain ownership over the Project, and Citizens’ transfer 

capability will revert back to SDG&E upon the termination of the 30 year lease 

term.13   

                                            
11 Id. at 12-14.  

12  Exhibit CEC-3 at Section 4.2.4. 

13  Exhibit CEC-3 at Section 4.1. 

Attachment PFS-1 
Page 58 of 165



   Exhibit CEC-1 
Page 13 of 17 

 

 

27. Pursuant to the Lease and the CAISO Tariff, SDG&E will be the 

interconnection agent on behalf of Citizens with respect to Citizens’ entitlement 

for all requests for generator interconnections to the Project.   

28. SDG&E is responsible for the development, design, permitting, 

engineering, procurement and construction of the entire Project.14  SDG&E shall 

bear the costs of developing and constructing the Project until such time as 

Citizens exercises its option under the DCOA.15 

29. Citizens has contractually committed to spend 50% of its net after 

tax profits from its participation in the Project on programs assisting low income 

ratepayers located in SDG&E’s service territory, as mutually agreed upon by 

Citizens and SDG&E.  

VI. CITIZENS’ INVOLVEMENT WITH AND FINANCING OF THE 
PROJECT  

 
30. Citizens has created a separate for-profit subsidiary called Citizens 

Sycamore-Penasquitos Transmission LLC (“CSPT”) for purposes of Citizens’ 

participation in this Project.  CSPT is a Delaware for-profit corporation formed 

to develop, finance, own, and sell the output of transmission facilities in 

interstate commerce.   CSPT is a wholly-owned subsidiary of Citizens 

Enterprises Corporation, which itself is owned by Citizens Energy Corporation. 

                                            
14  Exhibit CEC-3 at Section 3.1. 

15  Exhibit CEC-3 at Section 3.1. 
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31. The estimated cost of the Project is approximately $260 million.16  

Citizens’ one time lease payment will be $27 million.  Citizens currently 

estimates that its financing and development costs will be approximately $2 

million.  

32. Citizens will finance its leasehold interest in the transfer capability 

of the Project with the issuance of debt with a term of 30 years.  Annual debt 

service payments on the debt will be on a levelized basis over this period.  In 

addition to paying its share of the cost of development and construction, the 

proceeds of the debt will also reimburse Citizens for its development costs 

incurred throughout the period to effectuate arrangements with SDG&E, and for 

the costs of its regulatory activities with the Federal Energy Regulatory 

Commission (“FERC”) and the CAISO. 

33. Since May 31, 2013 Citizens has accounted for all expenditures 

incurred for its development activities pertaining to its involvement in the 

development of the Project which were beyond Citizens’ normal business affairs.  

In addition to the involvement of its officers, Citizens has relied heavily on the 

                                            
16  In the Matter of the Application of San Diego Gas & Electric Company (U902E) 

for a Certificate of Public Convenience and Necessity for the Sycamore-
Penasquitos 230 Kilovolt Transmission Line Project, Decision Granting 
Certificate of Public Convenience and Necessity for the Sycamore-Penasquitos 
230 kV Transmission Line Project, Application 14-04-011, at 18 (“CPCN Order”), 
available at: 
http://www.cpuc.ca.gov/Environment/info/panoramaenv/Sycamore_Penasquitos/P
DF/Decision.PDF 
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assistance of outside consultants for development activities associated with the 

Project.  These outside consultants, including legal counsel, charge Citizens for 

their services at normal hourly rates. 

34. Citizens has already invested significant resources negotiating with 

SDG&E to finalize the DCOA which was executed on November 9, 2017.  As 

required by the DCOA, Citizens will continue to engage with SDG&E in 

technical discussions regarding the development and financing of the Project.  

Citizens’ involvement includes activities such as participation in the CAISO 

regional and statewide planning activities, and preparing and submitting a 

response to the CAISO’s competitively awarded transmission process.  

Consequently, Citizens will incur ongoing development costs, even though 

SDG&E bears the responsibility for development activities for the Project. 

VII. TIMELINE FOR APPROVAL AND CONSTRUCTION OF THE 
CENTRAL VALLEY POWER CONNECT PROJECT 

 
35. The California Public Utility Commission (“CPUC”) granted 

SDG&E a Certificate of Public Convenience and Necessity for the Project on 

October 13, 2016.17  Construction of the Project commenced in early 2017, and 

the Project is scheduled to enter commercial operation in June 2018.18 

                                            
17  CPCN Order. 

18  http://www.sdge.com/key-initiatives/sycamore-penasquitos-230kv-transmission-
line-project. 
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36. While SDG&E is responsible for developing and constructing the 

Project, the DCOA obligates Citizens to support SDG&E in its efforts, as well as 

satisfy its own regulatory process.19  Citizens will be involved with the initiation, 

managing and oversight of major regulatory processes, including: (1) the 

application to CAISO for acceptance as a Participating Transmission Owner 

(“PTO”) for purposes of (a) effecting the transfer to the CAISO of Citizens’ 

entitlements to a portion of the transfer capability of the Project, and (b) 

recovery of costs associated with Citizens’ entitlement in a portion of the transfer 

capabilities of the Project, including the negotiation of the amendments to the 

Transmission Control Agreements (“TCA”) with other CAISO PTOs, and (2) all 

necessary FERC proceedings, including this Petition for Declaratory Order. 

37. Moreover, to the extent required, Citizens will be involved in 

cooperating with SDG&E in its application to the CPUC for approval of the 

transaction under Section 851 of the California Public Utilities Code, and 

SDG&E’s application to FERC under Section 205 of the Federal Power Act. 

38. Citizens’ proposed cost recovery methodology is set forth in the 

Affidavit of David T. Helsby. 

[SIGNATURE ON NEXT PAGE] 

 
  

                                            
19  Exhibit CEC-3 at Sections 3.1, 5.1 
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UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 
 

 )  
Citizens Energy Corporation  ) Docket No. EL18-________ 

 )  
 

 
 AFFIDAVIT OF DAVID T. HELSBY 
 
State of Washington 

: ss 
County of King 
 
 

David T. Helsby, being subject to the penalties of perjury, hereby deposes and 

says: 

I. INTRODUCTION AND QUALIFICATIONS 

 
1. My name is David T. Helsby.  My business address is 7660 North Mercer 

Way, #103, Mercer Island, Washington 98040.  I am an independent consultant. 

2. I have over 40 years of experience in utility engineering, planning, 

operations, rate and financial analysis, and regulation.  Since 1970, I have been 

involved in work relating to various public utility matters, including the 

preparation and presentation of planning studies, economic analyses, and rate 

studies.  I have worked extensively in matters involving utility rates and tariffs and 

have testified as an expert witness on electric and gas rates and other utility 

matters before federal and state regulatory agencies, city councils, and courts of 

law.  Since 1999 I have been an independent consultant.  From 1974 through 1999 I 

was with the consulting firm of R. W. Beck, Inc., a nationally recognized firm 
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serving clients throughout the United States and abroad as engineers and 

consultants, principally in energy and utility matters.  From 1970 to 1974, I worked 

for the Pacific Gas & Electric Company as a planning engineer involved in planning 

and design of transmission and distribution facilities.  Prior to that, I was an officer 

in the U.S. Navy Civil Engineer Corps, specializing in utility matters. 

3. I have worked extensively analyzing rates and tariffs for utility services, 

including rates and tariffs for transmission services.  I have prepared and analyzed 

utility contracts and the terms and conditions of service contained in those 

contracts.  I have prepared cost-of-service studies and analyzed and designed utility 

rates for clients.  I have also analyzed the components of cost-of-service including 

operating expenses and capital cost recovery, and studied and developed cost 

allocation procedures and rate design techniques in proceedings before regulatory 

agencies and courts involving electric and gas utilities. 

4. I have testified as an expert witness over one hundred times before 

federal and state regulatory agencies, city councils, and courts of law. 

5. I earned a Bachelor of Science degree in Electrical Engineering from 

Washington State University in 1967.  I am registered to practice as a Professional 

Engineer in the States of Washington and California. 

6. This Affidavit was prepared on behalf of Citizens Energy Corporation 

(“Citizens”) and its wholly-owned subsidiary, Citizens Sycamore-Penasquitos 

Transmission LLC (“CSPT”), in support of the Petition for Declaratory Order of 

Citizens Energy Corporation to authorize rate treatments for Citizens’ involvement 
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with San Diego Gas and Electric Company (“SDG&E”) in the Sycamore-Penasquitos 

Transmission Project (“Project”) in Southern California.  As explained in the 

Affidavit of Peter F. Smith, Citizens is a non-profit company whose successful 

commercial energy and other subsidiaries support a wide array of social and 

charitable programs in the United States and abroad.  Citizens created CSPT for 

the purposes of participating in the development of the Project. 

7. As is described in more detail in the supporting Affidavit of Peter F. 

Smith, the proposed Project is a new 230kV transmission line between SDG&E’s 

Sycamore Canyon and Penasquitos Substations. 

8. The purpose of Citizens’ Petition for a Declaratory Order is to request 

Commission approval of two rate treatments by Citizens in connection with its 

participation in the Project.  First, Citizens requests that the Commission approve 

its proposed cost recovery methodology, which includes Citizens’ use of: (1)  a 

hypothetical capital structure of 50% debt and 50% equity, (2) the use of a proxy 

return on equity, subject to Citizens making the appropriate future filings pursuant 

to Section 205 of the Federal Power Act, (3)  a 30 year levelized fixed rate for 

recovery of capital requirements, and (4) a formula rate to recover actual operating 

costs.  Second, Citizens requests that the Commission allow Citizens to seek 

recovery of 100% of all prudently incurred development and construction costs in 

the event the project is abandoned as a result of factors beyond Citizens’ control. 

9. The rate treatments and incentives that Citizens seeks in this petition 

are substantively the same as those the Commission previously approved in 
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conjunction with Citizens’ participation in the Sunrise Powerlink Project1/ and the 

Central Valley Power Connect transmission project.2/   

II. THE DEVELOPMENT, COORDINATION, AND OPTION 
AGREEMENT, AND TRANSFER CAPABILITY LEASE 

10.  Citizens and SDG&E entered into a Development, Coordination and 

Option Agreement (the “DCOA”) on November 9, 2017 which provides for Citizens’ 

engagement in the development of the Project.  The DCOA includes as Exhibit A the 

Form of Transfer Capability Lease (the “Lease”).  The DCOA and Lease is included 

as Exhibit CEC-3 to this filing.  Citizens will participate in the financing of the 

Project through a long term lease of a portion of the transfer capability of the 

Project.  SDG&E will retain 100% percent ownership of the Project.  

11.  The Lease provides that Citizens shall seek from FERC approval of a 

cost recovery methodology that provides cost recovery to Citizens limited to the 

recovery of transmission operating costs and capital requirements, all as set forth in 

Article IV of the Lease.  With regards to operating costs, Section 4.3.1 of the Lease 

provides that Citizens shall seek recovery of the Citizens share of O&M costs and 

all other reasonably and prudently incurred costs for operation and maintenance on 

an annual formulaic basis, including administrative and general activities and the 

applicable portion of property taxes, directly attributable to Citizens Transfer 

Capability on the Project. 

                                            
1/  Citizens Energy Corp., 129 FERC ¶ 61,242 (2009). 

2/  Citizens Energy Corp., 157 FERC ¶ 61,150 (2016). 
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12.  With respect to Capital Costs, Section 4.3.2 of the Lease provides that 

Citizens shall seek recovery for all costs other than operating costs associated with 

the Citizens Transfer Capability at a fixed rate that is no higher than the rate 

SDG&E could recover if SDG&E held the Citizens Transfer Capability.  This fixed 

rate is intended to cover all costs associated with the Citizens Transfer Capability, 

other than the operating costs described above.  Citizens seeks authorization to 

recover these Capital Costs on a levelized basis such that its capital cost revenue 

requirement is no higher than the capital cost revenue requirement SDG&E could 

recover at the time of commercial operation of the Project if SD&E held Citizens’ 

Transfer Capability.  For purposes of determining the capital cost revenue 

requirement SDG&E could recover at the time of commercial operation of the 

project if SDG&E held Citizens’ Transfer Capability, Citizens and SDG&E have 

agreed to use a model specified in the Lease (“Representative Rate model”). 

13. The Representative Rate Model calculates a theoretical annual capital 

cost revenue requirement (for a fifty-eight-year depreciable life) that SDG&E could 

theoretically recover at the time of commercial operation if SDG&E held Citizens’ 

Transfer Capability and then amortized that rate over a thirty year period on a 

level basis each year based on fixed and variable parameters set forth in the model 

to produce a theoretical levelized annual amount (the “Representative Rate”).  The 

Representative Rate Model is described in Section 4.3.2 of the Lease.  Attached to 

this Affidavit as Attachment A is the summary page of a model run of the 

Representative Rate Model, using, for demonstrative purposes, a Citizens Capital 
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Cost of $29.0 million.  At that level of Citizens Capital Cost, the Representative 

Rate is approximately $3.0 million, as shown on Attachment A. 

14.  Citizens intends to finance its participation in the development of the 

Project using 100% debt.  The financing Citizens will obtain for this project will be a 

debt issue similar to that commonly used by public power and cooperative utilities.  

The term of the debt is expected to be 30 years, and the payment of principal and 

interest by Citizens will be on a level basis throughout the term of the debt.  That 

is, Citizens will make regular, periodic payments of principal and interest, and such 

payments will continue throughout the 30 year term of the debt.  While the 

principal and interest components of these payments will vary over time, their sum 

will remain constant throughout the 30-year term (“Level Debt Service”). 

15.  After payment of debt service, operating expenses, and other obligations, 

Citizens expects to earn a margin that will be subject to U.S. Federal and State 

income tax.  As explained in more detail in the Affidavit of Peter F. Smith, Citizens 

is obligated to spend 50% of its net after tax profits (related to its participation in 

the Project as a standalone activity) in activities beneficial to low income energy 

consumers located in SDG&E’s service territory.   The remaining margin will 

ultimately be transferred to the not-for-profit Citizens for non-profit corporate 

purposes. 

IV. CITIZENS’ REVENUE REQUIREMENT METHODOLOGY 

16.  Citizens intends to recover its revenue requirements from the California 

Independent System Operator (“CAISO”) as a Participating Transmission Owner 
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(“PTO”).  Citizens’ cost recovery from the CAISO will be based on a cost recovery 

methodology reflecting transmission operating costs, administrative and general 

costs, and fixed capital requirements costs.  As previously noted, the capital 

requirements portion of this cost recovery rate is intended to be no higher what 

SDG&E would charge for Citizens’ interest in the Project, absent Citizens’ 

participation in the Project. 

17.  The Citizens’ rate is intended to cover all costs associated with Citizens’ 

transfer capability.  Citizens proposes to use an after the fact true-up mechanism 

for operating costs such that the operating cost revenue requirements will reflect 

actual costs.  Citizens’ capital requirements cost recovery is proposed to be a fixed 

rate, as set forth in Section 4.3.3 of the Lease, for the thirty year term of the lease 

arrangement with SDG&E for Citizens’ participation in the Project.  Citizens’ 

proposed tariff and the specific rate will be presented in a future Section 205 filing. 

18.  Transmission operation and maintenance of the project will be 

performed by SDG&E and SDG&E will bill Citizens for the operating costs of 

Citizens’ portion of the project, along with applicable SDG&E overhead costs 

associated with Citizens’ portion of the project.  Citizens will also incur its own 

overhead costs associated with administering the leased capability and functioning 

as a CAISO PTO.  Citizens’ proposed operating cost formula rate approach would 

initially include the transmission operating and the overhead costs on an estimated 

basis, and then true them up to actual expenses with an after the fact true-up 
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adjustment.  Thus, Citizens’ operating cost revenue requirements would ultimately 

reflect a flow-through of actual transmission operating and overhead costs. 

19.  Turning now to the Capital Requirements portion of Citizens’ revenue 

requirements, Citizens proposes to use a fixed rate for the 30-year term of the 

Citizens lease arrangement.  The Capital Requirements fixed rate will include the 

elements of return on rate base, amortization of the capitalized lease and 

development costs, and income taxes.  These elements will be summed for each of 

the thirty years, and a net present value determined for each year.  A levelized 

amount will be determined for the thirty year period, and this levelized amount will 

be Citizens’ Capital Requirements fixed rate for the thirty year period.  Citizens has 

committed in the Lease that its fixed rate for Capital Requirements costs will be no 

greater than the SDG&E Representative Rate for Capital Requirements as 

previously explained in this Affidavit.  Thus, if Citizens’ Capital Requirements fixed 

rate determined as described above is greater than the SDG&E Representative 

Rate, then Citizens’ Capital Requirements fixed rate will be adjusted downward so 

that it is no higher than the SDG&E Representative Rate. 

20.  To establish Citizens’ cost of capital to be applied to Citizens’ rate base, 

Citizens proposes to use a hypothetical capital structure of 50% debt and 50% 

equity.  This hypothetical capital structure is based on a conservative assumption of 

equal amounts of debt and equity capital.  The cost of debt would be Citizens’ cost of 

debt in obtaining the permanent financing for the project.  For its cost of equity, 

Citizens proposes to use a proxy. 
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21. It is reasonable for Citizens to use a hypothetical capital structure of 50% 

debt and 50% equity.  As explained previously, Citizens is a not-for-profit entity, 

and will use 100% debt financing for this project.  Under these circumstances, there 

is not a meaningful actual capital structure for Citizens that would be appropriate 

for rate making purposes.  SDG&E’s capital structure, as reflected in its most 

recent TO4 Cycle 4 informational filing for its Transmission Owner Tariff rates is 

approximately Long Term Debt of 44.77%, and Common Equity of 55.23%.  Thus, a 

hypothetical capital structure of 50% debt and 50% 

SDG&E’s equity ratio. 

22. As stated above, Citizens proposes to use a proxy return on equity.  In 

this filing for a Declaratory Order, Citizens is not asking for approval of a specific 

proxy return on equity.  However, Citizens expects that it will propose to use 

SDG&E’s most recent FERC authorized return on equity as a proxy when it makes 

its Section 205 filing to gain Commission approval of it rates for this project.  In the 

Sunrise project, Citizens Commission authorized rates included the use of SDG&E’s 

FERC authorized return on equity as a proxy. For demonstrative purposes, 

assuming a 50/50 capital structure, a 10.05% cost of equity, and a 5.00% cost of 

debt, Citizens’ overall rate of return on rate base would be as follows: 
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23. Citizens’ rate base will be the capitalized lease cost ($27 million) plus 

development and financing costs (now estimated to be about $2 million), less 

accumulated capitalized lease and development cost amortization costs, plus 

accumulated deferred income taxes and working capital.  The accumulated deferred 

income taxes for Citizens are created by the difference in timing between the 

straight line amortization of the capitalized lease for book purposes and the 

amortization of the capitalized lease for income tax purposes under Section 467 of 

the U.S. Internal Revenue Code. 

24. Citizens proposes to use a levelized fixed Capital Requirements rate.  The 

Capital Requirements fixed rate would be determined by levelizing the net present 

values of each of the thirty annual capital revenue requirement amounts.  The 

levelized approach is consistent with Citizens’ financing using level debt service 

over 30 years. 

25. To summarize, Citizens’ revenue requirement consists of Operating Costs 

and Capital Requirements.  The Operating Cost component includes transmission 

operating expenses and applicable overhead costs.  Citizens’ formula operating cost 

rate will provide for adjustments to reflect actual operating and overhead costs.  

Thus, the Operating Cost component of Citizens’ revenue requirement will meet the 

just and reasonable standard.   

26. The fixed Capital Requirements component of Citizens’ revenue 

requirement follows a cost based approach.  A reasonable hypothetical ratio of 50% 

debt and 50% equity is used.  Citizens’ actual cost of debt will be used, along with 
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an authorized proxy cost of equity capital.  Attachment B to this Affidavit is a 

preliminary representation of the Citizens’ rate model for capital cost recovery.  

This model uses, for demonstrative purposes, $29.0 million for Citizens Capital 

Cost.  As the summary page of this model shows, the annual revenue requirement 

at this level of Citizens Capital Cost is approximately $3.3 million.  In accordance 

with the terms of the Lease, Citizens revenue requirement would be limited to the 

amount indicated by the SDG&E Representative Rate of approximately $3.0 

million, in this example. 

27.  Citizens’ proposed levelized rate approach based on a hypothetical 

capital structure will benefit consumers in two important ways.  First, the 

requested hypothetical capital structure will provide rate stability and protection 

against potential capital cost increases over time.  As of the operational date of the 

Project, Citizens’ requested approach will lock-in fixed return levels for both the 

debt and equity components of the hypothetical capital structure.  These locked-in 

rates will remain in place for the full 30-year term of Citizens’ participation in the 

Project.  Generally speaking, there is long term inflationary potential associated 

with current and anticipated deficit funding levels for economic recovery.  Thus, the 

consumer benefits of Citizens’ assured rate stability, with locked-in capital cost 

rates over 30 years, will likely be substantial.  The second consumer benefit is the 

levelization process itself.  Without levelization, consumers would be charged 

substantially more in the early years of the Project’s operation and less in later 

years as the Project is gradually depreciated and its rate base declines.  Because 
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the transmission benefits of the Project will be constant over time, and the 

associated monetary benefits of the constant transmission availability will very 

likely increase as utility costs rise, the "front end loading" of cost recovery, as would 

occur without Citizens’ requested levelized rate approach, would mismatch project 

benefits and costs over time.  For these reasons, Citizens’ proposed levelized rate 

approach based on a hypothetical capital structure should be recognized as a 

consumer benefit.

28. I believe that Citizens’ rate methodology, including the fixed rate Capital 

Requirements recovery approach, is just and reasonable, and Citizens future 

Section 205 tariff filing will provide full justification for its proposed rate.  As I have 

explained, Citizens proposes to charge a rate that: (1) recovers actual transmission 

operating expenses and actual applicable overhead costs, and (2) recovers Capital 

Requirements on a levelized fixed basis for 30 years, where the capital 

requirements recovery will be no higher than the rate that SDG&E would charge 

for Citizens’ interest in the Project, absent Citizens’ participation, as represented by 

the SDG&E Representative Rate Model. 

29. Citizens requests that the Commission issue a Declaratory Order 

approving Citizens use of: (1)  a hypothetical capital structure of 50% debt and 50% 

equity, (2) the use of proxy return on equity, subject to Citizens making the 

appropriate future filings pursuant to Section 205 of the Federal Power Act, (3)  a 

30 year levelized fixed rate for recovery of capital requirements, and (4) a formula 

rate to recover actual operating and overhead costs.   
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V. CITIZENS’ QUALIFICATION FOR ABANDONED 
PROJECT COST RECOVERY 

30. Citizens also seeks a qualification determination from the Commission 

under Order 679 to seek recovery of 100% of all prudently incurred development 

and construction costs in the event that the Project is abandoned as a result of 

factors beyond Citizens’ control.  Actual recovery of such costs would, however, be 

subject to a Section 205 filing under the Federal Power Act and establishment at 

that time that the costs sought to be recovered were just and reasonable, and 

incurred beyond the control of Citizens.   

31. Order 679 incentives such as the recovery of the costs associated with 

project abandonment, are available for facilities that “either ensure reliability or 

reduce the cost of delivered power by reducing transmission congestion.”3/  The 

CAISO identified the Project as a reliability driven project in its 2012-2013 

transmission plan that is necessary to avoid projected system overloads and to 

insure the delivery of renewable generation. 

32. Furthermore, the Project is critical.  The CAISO and CPUC both 

recognize the critical nature of this Project to alleviate congestion, increase 

reliability, and more efficiently incorporate renewable resources.  The Project is a 

key transmission system upgrade necessary to mitigate the SONGS retirement and 

to address local transmission overloads in the northern region of San Diego.  The 

Project also crosses a diverse landscape and a large portion of the Project as 

                                            
3/  Order No. 679, FERC Stats. & Regs. ¶ 31,222 at P 76. 
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approved by the CPUC will be underground, which includes its own set of 

challenges. 

33. Citizens has committed to supporting SDG&E through these challenges, 

and therefore faces many of the same risks as SDG&E.  Citizens seeks 

authorization to recover 100% of its prudently-incurred costs in the event of 

abandonment of the Project, if the abandonment is outside of Citizens’ control.  

Authorization to seek recovery of such abandonment costs is necessary to mitigate 

the risk to Citizens that the Project may need to be cancelled, or that portions of it 

may be supplanted for reasons beyond Citizens’ control.  Given the size of this 

project, without this mitigation of risk it would not be prudent for a company the 

size of Citizens to further participate in development of the Project.  In fact, without 

this mitigation of risk, Citizens would not be able to secure the proposed debt 

financing to complete the project.  Indeed, this incentive will be an effective means 

to encourage the completion of the Project. 

VI. THE COMMISSION’S NEXUS REQUIREMENT FOR INCENTIVES 

34. Applicants must illustrate a nexus between the incentives sought and the 

investment being made.  The Commission stated that in evaluating whether an 

applicant has satisfied the required 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.  Applicants must provide sufficient explanation and support to allow 

the Commission to evaluate the incentives. 
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35. There is a close nexus between the incentives that Citizens is requesting 

herein and Citizens’ investment to obtain the leased transmission capability.  

Citizens’ investment in the Project represents a substantial financial undertaking 

to facilitate a new high voltage transmission line in Southern California to ensure 

reliable electric service by expanding capacity and providing access to new 

generation supply alternatives.  Here, Citizens’ requested incentives are reasonable 

and modest and will help it balance risks attributable to its project financing.  In 

Order No. 679 the Commission stated that “…we do require applicants to show 

some nexus between the incentives being requested and the investment being made, 

i.e., to demonstrate that the incentives are rationally related to the investments 

being proposed.”  Also, in Order No. 679-A, the Commission clarified that “the 

applicant will be required to demonstrate that the total package of incentives is 

tailored to address the demonstrable risks or challenges faced by the applicant.”   

36. Citizens’ proposed incentives are tailored to make the financing of this 

project by Citizens possible, and the risks associated with developing this project 

manageable.  Citizens’ $27 million funding of the Project represents a major capital 

commitment for a company the size of Citizens.  Yet, Citizens’ involvement in this 

Project and its dedication to participating in the industry in innovative and cost 

effective ways to facilitate cooperation and augment essential project funding with 

traditional utilities brings something new to the table.  Unlike typical transmission 

projects developed by existing utilities, Citizens is under no regulatory obligation to 

invest in such projects.  Instead of using its capabilities and resources in another 
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venture, Citizens has voluntarily chosen to participate in the development of a 

project that will increase transmission reliability and make available renewable 

energy resources.   

37. As explained in the foregoing paragraphs, there is a clear, close and 

direct nexus between Citizens’ proposed incentives and the investment Citizens 

proposes to make for the Project.  Citizens’ proposal meets the requirements of 

Order 679 as clarified and modified by Order 679-A. 

 

[SIGNATURE ON FOLLOWING PAGE]  
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Citizens SX-PQ Transmission

Electric Utility Cost of Service
Capital Cost Revenue Requirement

Year
Return on Rate 

Base Amortization Income Taxes
Capital Cost Revenue 

Requirement

Capital Cost Revenue 
Requirement Net 

Present Value
1 $2,150,895 $966,667 $950,952 $4,068,514 $3,923,567
2 $2,087,928 $966,667 $923,114 $3,977,709 $3,567,540
3 $2,024,442 $966,667 $895,045 $3,886,153 $3,241,502
4 $1,960,419 $966,667 $866,739 $3,793,825 $2,943,027
5 $1,895,845 $966,667 $838,190 $3,700,701 $2,669,878
6 $1,830,701 $966,667 $809,389 $3,606,757 $2,419,997
7 $1,764,972 $966,667 $780,328 $3,511,967 $2,191,488
8 $1,698,639 $966,667 $751,001 $3,416,307 $1,982,604
9 $1,631,684 $966,667 $721,399 $3,319,750 $1,791,740

10 $1,564,088 $966,667 $691,514 $3,222,269 $1,617,417
11 $1,495,832 $966,667 $661,337 $3,123,836 $1,458,273
12 $1,426,896 $966,667 $630,859 $3,024,422 $1,313,057
13 $1,357,260 $966,667 $600,071 $2,923,997 $1,180,616
14 $1,286,901 $966,667 $568,964 $2,822,532 $1,059,891
15 $1,215,799 $966,667 $537,528 $2,719,994 $949,907
16 $1,143,931 $966,667 $505,754 $2,616,352 $849,767
17 $1,071,273 $966,667 $473,631 $2,511,571 $758,647
18 $997,803 $966,667 $441,148 $2,405,617 $675,789
19 $923,494 $966,667 $408,295 $2,298,455 $600,498
20 $848,322 $966,667 $375,060 $2,190,049 $532,132
21 $772,261 $966,667 $341,432 $2,080,360 $470,105
22 $695,284 $966,667 $307,399 $1,969,350 $413,875
23 $617,364 $966,667 $272,949 $1,856,979 $362,948
24 $538,471 $966,667 $238,068 $1,743,206 $316,867
25 $458,576 $966,667 $202,745 $1,627,988 $275,213
26 $377,649 $966,667 $166,966 $1,511,282 $237,604
27 $295,659 $966,667 $130,717 $1,393,042 $203,687
28 $212,574 $966,667 $93,983 $1,273,223 $173,139
29 $128,360 $966,667 $56,750 $1,151,777 $145,663
30 $42,983 $966,667 $19,004 $1,028,654 $120,987

Total NPV $38,447,426
Levelized Amount $3,263,317

Rate of Return
Ratio Cost Weighted Cost

Long Term Debt 50.00% 5.00% 2.50%
Common Equity 50.00% 10.05% 5.03%

Overall Rate of Return 7.53%
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Citizens SX-PQ Transmission

Electric Utility Cost of Service
Rate Base

Year Total Plant in Service

Accumulated 
Depreciation and 

Amortization Net Plant in Service

Accumulated 
Deferred Income 

Taxes Working Capital
Transmisssion 

Rate Base
1 $29,000,000 ($483,333) $28,516,667 $66,654 $0 $28,583,321
2 $29,000,000 ($1,450,000) $27,550,000 $196,557 $0 $27,746,557
3 $29,000,000 ($2,416,667) $26,583,333 $319,548 $0 $26,902,881
4 $29,000,000 ($3,383,333) $25,616,667 $435,417 $0 $26,052,084
5 $29,000,000 ($4,350,000) $24,650,000 $543,950 $0 $25,193,950
6 $29,000,000 ($5,316,667) $23,683,333 $644,924 $0 $24,328,257
7 $29,000,000 ($6,283,333) $22,716,667 $738,111 $0 $23,454,777
8 $29,000,000 ($7,250,000) $21,750,000 $823,275 $0 $22,573,275
9 $29,000,000 ($8,216,667) $20,783,333 $900,175 $0 $21,683,508

10 $29,000,000 ($9,183,333) $19,816,667 $968,559 $0 $20,785,226
11 $29,000,000 ($10,150,000) $18,850,000 $1,028,171 $0 $19,878,171
12 $29,000,000 ($11,116,667) $17,883,333 $1,078,745 $0 $18,962,078
13 $29,000,000 ($12,083,333) $16,916,667 $1,120,008 $0 $18,036,675
14 $29,000,000 ($13,050,000) $15,950,000 $1,151,679 $0 $17,101,679
15 $29,000,000 ($14,016,667) $14,983,333 $1,173,466 $0 $16,156,800
16 $29,000,000 ($14,983,333) $14,016,667 $1,185,073 $0 $15,201,740
17 $29,000,000 ($15,950,000) $13,050,000 $1,186,190 $0 $14,236,190
18 $29,000,000 ($16,916,667) $12,083,333 $1,176,501 $0 $13,259,834
19 $29,000,000 ($17,883,333) $11,116,667 $1,155,678 $0 $12,272,345
20 $29,000,000 ($18,850,000) $10,150,000 $1,123,386 $0 $11,273,386
21 $29,000,000 ($19,816,667) $9,183,333 $1,079,277 $0 $10,262,611
22 $29,000,000 ($20,783,333) $8,216,667 $1,022,994 $0 $9,239,661
23 $29,000,000 ($21,750,000) $7,250,000 $954,169 $0 $8,204,169
24 $29,000,000 ($22,716,667) $6,283,333 $872,423 $0 $7,155,757
25 $29,000,000 ($23,683,333) $5,316,667 $777,365 $0 $6,094,032
26 $29,000,000 ($24,650,000) $4,350,000 $668,592 $0 $5,018,592
27 $29,000,000 ($25,616,667) $3,383,333 $545,690 $0 $3,929,024
28 $29,000,000 ($26,583,333) $2,416,667 $408,232 $0 $2,824,899
29 $29,000,000 ($27,550,000) $1,450,000 $255,777 $0 $1,705,777
30 $29,000,000 ($28,516,667) $483,333 $87,872 $0 $571,206
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Attachment B
Page 3 of 6

Citizens SX-PQ Transmission

Electric Utility Cost of Service
Plant in Service

Year Capitalized Lease
Capitalized 

Development Costs Total Plant in Service
1 $27,000,000 $2,000,000 $29,000,000
2 $27,000,000 $2,000,000 $29,000,000
3 $27,000,000 $2,000,000 $29,000,000
4 $27,000,000 $2,000,000 $29,000,000
5 $27,000,000 $2,000,000 $29,000,000
6 $27,000,000 $2,000,000 $29,000,000
7 $27,000,000 $2,000,000 $29,000,000
8 $27,000,000 $2,000,000 $29,000,000
9 $27,000,000 $2,000,000 $29,000,000

10 $27,000,000 $2,000,000 $29,000,000
11 $27,000,000 $2,000,000 $29,000,000
12 $27,000,000 $2,000,000 $29,000,000
13 $27,000,000 $2,000,000 $29,000,000
14 $27,000,000 $2,000,000 $29,000,000
15 $27,000,000 $2,000,000 $29,000,000
16 $27,000,000 $2,000,000 $29,000,000
17 $27,000,000 $2,000,000 $29,000,000
18 $27,000,000 $2,000,000 $29,000,000
19 $27,000,000 $2,000,000 $29,000,000
20 $27,000,000 $2,000,000 $29,000,000
21 $27,000,000 $2,000,000 $29,000,000
22 $27,000,000 $2,000,000 $29,000,000
23 $27,000,000 $2,000,000 $29,000,000
24 $27,000,000 $2,000,000 $29,000,000
25 $27,000,000 $2,000,000 $29,000,000
26 $27,000,000 $2,000,000 $29,000,000
27 $27,000,000 $2,000,000 $29,000,000
28 $27,000,000 $2,000,000 $29,000,000
29 $27,000,000 $2,000,000 $29,000,000
30 $27,000,000 $2,000,000 $29,000,000

Attachment PFS-1 
Page 85 of 165



Attachment B
Page 4 of 6

Citizens SX-PQ Transmission

Electric Utility Cost of Service
Depreciation and Amortization

Accumulated Depreciation and Amortization

Year Total Plant in Service
Annual Depreciation 

and Amortization Beginning of Year End of Year Average
1 $29,000,000 $966,667 $0 $966,667 $483,333
2 $29,000,000 $966,667 $966,667 $1,933,333 $1,450,000
3 $29,000,000 $966,667 $1,933,333 $2,900,000 $2,416,667
4 $29,000,000 $966,667 $2,900,000 $3,866,667 $3,383,333
5 $29,000,000 $966,667 $3,866,667 $4,833,333 $4,350,000
6 $29,000,000 $966,667 $4,833,333 $5,800,000 $5,316,667
7 $29,000,000 $966,667 $5,800,000 $6,766,667 $6,283,333
8 $29,000,000 $966,667 $6,766,667 $7,733,333 $7,250,000
9 $29,000,000 $966,667 $7,733,333 $8,700,000 $8,216,667

10 $29,000,000 $966,667 $8,700,000 $9,666,667 $9,183,333
11 $29,000,000 $966,667 $9,666,667 $10,633,333 $10,150,000
12 $29,000,000 $966,667 $10,633,333 $11,600,000 $11,116,667
13 $29,000,000 $966,667 $11,600,000 $12,566,667 $12,083,333
14 $29,000,000 $966,667 $12,566,667 $13,533,333 $13,050,000
15 $29,000,000 $966,667 $13,533,333 $14,500,000 $14,016,667
16 $29,000,000 $966,667 $14,500,000 $15,466,667 $14,983,333
17 $29,000,000 $966,667 $15,466,667 $16,433,333 $15,950,000
18 $29,000,000 $966,667 $16,433,333 $17,400,000 $16,916,667
19 $29,000,000 $966,667 $17,400,000 $18,366,667 $17,883,333
20 $29,000,000 $966,667 $18,366,667 $19,333,333 $18,850,000
21 $29,000,000 $966,667 $19,333,333 $20,300,000 $19,816,667
22 $29,000,000 $966,667 $20,300,000 $21,266,667 $20,783,333
23 $29,000,000 $966,667 $21,266,667 $22,233,333 $21,750,000
24 $29,000,000 $966,667 $22,233,333 $23,200,000 $22,716,667
25 $29,000,000 $966,667 $23,200,000 $24,166,667 $23,683,333
26 $29,000,000 $966,667 $24,166,667 $25,133,333 $24,650,000
27 $29,000,000 $966,667 $25,133,333 $26,100,000 $25,616,667
28 $29,000,000 $966,667 $26,100,000 $27,066,667 $26,583,333
29 $29,000,000 $966,667 $27,066,667 $28,033,333 $27,550,000
30 $29,000,000 $966,667 $28,033,333 $29,000,000 $28,516,667
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Attachment B
Page 5 of 6

Citizens SX-PQ Transmission

Electric Utility Cost of Service
Accumulated Deferred Income Taxes

Year

Straight Line 
Amortization on 

Capitalized Lease
Tax Amortization on 
Capitalized Lease

Straight Line 
Amortization less 

Tax Ammortization

Accumulated 
Deferred Income 
Taxes (B.O.Y)

Accumulated 
Deferred Income 
Taxes (E.O.Y.)

Accumulated 
Deferred Income 

Taxes (Ave.)
1 $900,000 $565,345 $334,655 $0 $133,308 $66,654
2 $900,000 $582,439 $317,561 $133,308 $259,806 $196,557
3 $900,000 $600,051 $299,949 $259,806 $379,289 $319,548
4 $900,000 $618,194 $281,806 $379,289 $491,545 $435,417
5 $900,000 $636,887 $263,113 $491,545 $596,354 $543,950
6 $900,000 $656,144 $243,856 $596,354 $693,493 $644,924
7 $900,000 $675,984 $224,016 $693,493 $782,729 $738,111
8 $900,000 $696,423 $203,577 $782,729 $863,822 $823,275
9 $900,000 $717,481 $182,519 $863,822 $936,527 $900,175

10 $900,000 $739,176 $160,824 $936,527 $1,000,591 $968,559
11 $900,000 $761,526 $138,474 $1,000,591 $1,055,751 $1,028,171
12 $900,000 $784,552 $115,448 $1,055,751 $1,101,739 $1,078,745
13 $900,000 $808,275 $91,725 $1,101,739 $1,138,277 $1,120,008
14 $900,000 $832,714 $67,286 $1,138,277 $1,165,080 $1,151,679
15 $900,000 $857,893 $42,107 $1,165,080 $1,181,853 $1,173,466
16 $900,000 $883,833 $16,167 $1,181,853 $1,188,293 $1,185,073
17 $900,000 $910,558 ($10,558) $1,188,293 $1,184,087 $1,186,190
18 $900,000 $938,090 ($38,090) $1,184,087 $1,168,914 $1,176,501
19 $900,000 $966,455 ($66,455) $1,168,914 $1,142,442 $1,155,678
20 $900,000 $995,678 ($95,678) $1,142,442 $1,104,330 $1,123,386
21 $900,000 $1,025,784 ($125,784) $1,104,330 $1,054,225 $1,079,277
22 $900,000 $1,056,800 ($156,800) $1,054,225 $991,764 $1,022,994
23 $900,000 $1,088,755 ($188,755) $991,764 $916,575 $954,169
24 $900,000 $1,121,675 ($221,675) $916,575 $828,272 $872,423
25 $900,000 $1,155,591 ($255,591) $828,272 $726,458 $777,365
26 $900,000 $1,190,533 ($290,533) $726,458 $610,726 $668,592
27 $900,000 $1,226,531 ($326,531) $610,726 $480,655 $545,690
28 $900,000 $1,263,618 ($363,618) $480,655 $335,810 $408,232
29 $900,000 $1,301,826 ($401,826) $335,810 $175,745 $255,777
30 $900,000 $1,341,189 ($441,189) $175,745 ($0) $87,872
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Attachment B
Page 6 of 6

Citizens SX-PQ Transmission

Electric Utility Cost of Service
Inputs to Capital Cost Revenue Requirement Model

Year
Sect. 467 Lease 

Amortization Rate
Capitalized Lease Cost $27,000,000 1 2.093871%
Term of Lease (Years) 30 2 2.157183%
Development and Fin Cost $2,000,000 3 2.222409%
Working Capital $0 4 2.289608%
Federal Income Tax Rate 34.00% 5 2.358839%
State Income Tax Rate 8.84% 6 2.430163%
Debt Ratio 50.00% 7 2.503644%
Equity Ratio 50.00% 8 2.579346%
Cost of Debt 5.00% 9 2.657338%
Cost of Equity 10.05% 10 2.737687%

11 2.820467%
12 2.905749%
13 2.993610%
14 3.084127%
15 3.177382%
16 3.273456%
17 3.372436%
18 3.474408%
19 3.579463%
20 3.687695%
21 3.799200%
22 3.914076%
23 4.032425%
24 4.154353%
25 4.279968%
26 4.409381%
27 4.542708%
28 4.680065%
29 4.821576%
30 4.967366%
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Execution Version 

Exhibit CEC-3 
Page 1 of 73
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Execution Version 
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Execution Version 
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Execution Version 
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Execution Version 
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Execution Version 
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Execution Version 
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Execution Version 
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Execution Version 
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Execution Version 

Signature page follows
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Note to form: insert date of execution

Note to form:  insert date of exercise
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Note to form: insert applicable number on execution date
Note to form: insert applicable date on execution 

date
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Note to form:  Include the 
following if true:

Note to form:  Delete the following if COD has already occurred:
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[Note to form:  The final model as of the Effective Date should be populated with the actual 
Moody’s Aa 30-year Utility Bond Index, the actual Costs of Transfer Capability, and the portion 
of the actual Costs of Transfer Capability that is actual SDG&E AFUDC, all of which will be 
known at the time of execution.]
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[Note to form:
The bracketed numbers above and the final example as of the Effective Date 
should be populated with the actual Moody’s Aa 30-year Utility Bond Index, the 
actual Costs of Transfer Capability, and the portion of the actual Costs of 
Transfer Capability that is actual SDG&E AFUDC, all of which should be known 
at the time of execution.]

Note to form: insert 
applicable date on execution date Note to form: insert 
applicable docket number on execution date

Note to form: insert applicable date on execution date
Note to form: insert applicable docket numbers on execution date
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Note to form: adjust this section to match the applicable FERC 
filings and orders on execution date
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Note to form: confirm that there will not be any outstanding regulatory consents required upon 
the Effective Date.
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Note to form: confirm that there will not be any outstanding regulatory consents required upon 
the Effective Date.
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Note to form:  include the final Exhibit B in the final execution version
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Signature page follows
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Transfer Capability Lease Signature Page 
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(0.9 miles) 

(11.5 miles) 

(2.2 miles) 
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insert date at 
time of execution

Note to form:  The final model as of the Effective Date will be populated with the actual 
Moody’s Aa 30-year Utility Bond Index, the actual Costs of Transfer Capability, and the portion 
of the actual Costs of Transfer Capability that is actual SDG&E AFUDC, all of which will be 
known at the time of execution.  The Model template for the SDG&E Representative Rate at the 
time of execution of the DCOA is the file titled “LD2D-#312576-v7-
SXPQ_Citizens_Lease_SDGE_Representative_Rate_Model.XLSX.”
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Note to form:  update this exhibit as of the Effective Date
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Exhibit CEC-4 
Page 1 of 1 

 
Project Segments: 

Segment A:  Sycamore Canyon Substation – Stonebridge Parkway 
Segment  
(0.9 miles) New 230 kV steel poles in existing ROW 
Segment B:  Underground Segment  
(11.5 miles) New underground 230 kV line in existing franchise position (City 
streets) 
Segment C:  Carroll Canyon Road – Penasquitos Substation Segment  
(2.2 miles) New 230 kV conductor on existing steel structures 
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CERTIFICATE OF SERVICE 

I hereby certify that I have this day electronically served the foregoing 
document upon each of the parties identified below in accordance with the 
requirements of 18 C.F.R. § 385.2010 of the Commission’s Rules and Regulations: 

 

Anthony Ivancovich 
Deputy General Counsel 
California Independent System Operator 
Corp. 
250 Outcropping Way 
Folsom, CA 95630 
Email: aivancovich@caiso.com 
 

Harvey Y. Morris 
California Public Utilities 
Commission 
Assistant General Counsel 
505 Van Ness Avenue 
San Francisco, CA 94102 
Email: hym@cpuc.ca.gov 

 

 

/s/ Ashley M. Bond  

Counsel for Citizens Energy Corporation  

 

Dated this 9th day of , 2017 
at Washington, D.C. 
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