
0'".' ' 

',':,,"'~' '~/vdl,' " , 

<"\'~:.i.;' ,'. 
r," , 

11 

Decision, 54 OS 013 MAY 2 1984 
-----

:BEFORE ~REPUBLIC UTILITIES; COMMISSION OF THE STATE, OFCALI~OENIA ' 

!nvestiga.tion on'the Commission's own ) 
, ", motion to ,de"termine whether San ) 
:: '" Onotre'Nuclear G-enerating, Station ) 
"~':,:, ''Un1t;1." should,' be" ordered removed!rom ~ 
, the ',;ra:te' 'bas,e' of 'Southern' California ~ 

OII 8);"'10-02 
(Filed October 5, 198') 

:' Ed1'son':C.ompany 'and San: Diego G-as, & ~ 
, Elect:-ic', Company. ) 

,.,,. f.'· 

------~-------------------) 

", 
" 

'Richard 'K. Dura.nt, James A. Beoletto, and 
Stephen E. Pickett, Attorneys at La.w, "for, 
Southern' California Edison Company; 
Rand,allW. Childress, Attorney at Law, 
:for San" Diego, Gas & Electric Comp'any, 
respondents. , 

" .• 
' ' 

',:,.0.-_,';' 

Jon F. Elliot,t', Attorney at,'Law, for Towards 
Utility Rate Normalization; Julie- E. 
McDonald, Attorney at Law, a.nd Donna 
Bronski, for the Sierra. Club, intervenors. 

F. E.Johri and T'. D. Clarke, Attorneys at Law, 
for Southern California (Tas Company; 
William Knecht, Attorney at Law, for 
California. Association of Utility 
Shareholders; William S. Shaffran, Deputy 
City Atto,rney, tor City of San Diego; 
Peter W. Ranschen and Steven Greenwald, 
Atto,rneysat Law, "for PacifiC Ga.s and 
Electric Compa.ny; and :Brobeck, Phleger and 
Harrison, 'by Richard· C. Har~er, Attorney 
at Law , for. C·alli'ornia Manu acturers 
Association, interested parties. 

Robert C~'Cagen, Attorney at Law, and A. V. 
Garde, fo,r'. the Commission staff. 

, INTERIM OPINION 

Summary· of Decision 
" , This'interim decision concludes tha.t Southern:':Ca,li!ornia 

'Edison Company (l:dts~n), the opera"t-or o"f San Onofre Nucl.ear 
. Generating Stat"ion: Unit 1 (SONGS 1), has achieved an understanding 

.. yiththe Nu.clea~' Regul~tory CommiSSion (NRC) as to the scope and 

'" 
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i" methods ot .making the plant modifications req:uired by NRC tor ini tia.l 
;' 'x:e$ta~t' of SONGS 1,. and that those plant modifications will-be. cost-
0; e:rf~c;t1ve • EdisOD is reasonably certain that 1 t will achieve :NRC 

". , 

approval for restart by January 1, 1985. 
The decision provides two'alternative methods of accounting 

:' . ,f"or·:c·ap1'talc~sts.. pending restart. Respondents may choose to 
.':,': immediately-remove SONGS 1 ~rom rate base, place current c,apital 
• . .,f,·' .•. . . . ' 

:'u': costs. in:8 separate deferred. debit account; and earn on such c3'Oit-'l1 
: ':'. eos.tsat.the utility'S authorized Allowance tor FundsTJsed During 
.;< .. C·on'structi-on (A:FUDC') rate. Alternatively, respondents' may choose to 

cODti~ue . to.book SONGS 1 capi te.leosts and earn on eueh ea1'i ta.l costs 
.at·:th~utility~sauthorized rate of return, subjeet to· refund if 

.' ;SONGS1"iS~ot operating ·at full power by January·1,. 1985· 
" .,! . I 

The'decis.ion. also concludes that Edison has' made a prima 

, .... ". t'acieshowing: that· the presently known capital c~sts necessary to 

,/·:.M:.·.hi'eve';~e.'re~a'in1ngNRC-reqU1. 'red plant modifications will be cost-
. ; Weetive :"ove'r, the . life :of the . plant, but the full extent of such 

. ·Pco.sts,are~ot.'known •. Therefore, respondents are directed to·' seek. 
" . p·r10·r.Commi·ssion approval for·.l'lant modif'icat1ons made, after restart. 
,..We also conclude ·::that~owards Utility Rate Normalization' s 

:\:'.:.'(T~)reqUest 'that:we dire~t respondents to file fo~ immediate 
. '. aband,<>nmentof S.ONGS 1. should be den.ied. 

This~ 'investigation was 'inst,ituted by the Commission to 

'de.~erm.ine whether' SONGS: 1 should be ordered removed from the rete 
baseof'Ediso:n' and S~. Diego Gas.' & Electric Company (SDG&E), the 

',', 
, 

.:.: ..•.. :.' 
.. ' 
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owners and operators of' SONGS,'.' ~hese utilities were made 
,'respondents and were directed to make, as a compliance tiling, a. 
"report on the, current statuso:f' SONGS 1. The.t complia.nce filing was 
:ma.de on November ' '4 ~ 1 98:; b~ :Edison (Exhibit 1). 

, I 

The'Commission a.cted upon the Motion o:f' the Commiss,ion 
" " ,,'.. ' . 

Staff (sta.1':f')' 1"iled Feb,ruary 1, 1984 to immedie,tely remove SONGS 1 

, from' respondents 'ra'tebase"by setting hea.rings for the 
'considerations of the' issues raised, in the motion on: Feb,ruary 27 

:':: through'Ma'rch2, 1984 before' Admin1stra.ti ve La.w Judge, Ma.llory in San 
,: Francisco. This interim, phase of the investigation wassubmi tted 

.. ,', u~n'receipto:f"concurrent" closing briefs on March 27,1984. 
" , " ':Evidence was presented on behalf 0'[ Edison~' SDG&E, and 

I. stS1"!.:S;iefs:weTe ~!J.~d by :Edison,' SDG&E, staff, TURN, SiE'rra Club, 
a~d, "the q:r:t:vOf San' Di ego" (C~i t:r ) ~ 

. , ., . . 

HistOry of Recent ,SONGS'10utage ' , 
'On>,February" 27, 1982'~,', SONGS 1 was shut' dow~ for the purposE' 

, • completing" ~C' backfit' requirements resulting fro~ the Three Mile 
Island....(TMI) 'i'nc'1dent,NRC fire protection requirements" and limited 
seism1cmoa.i:f'ications to, the turbine buila.ing a.na. other miscellaneous 

"structures;. , , At the time ,the outage began, Edison eXl>ected to return 
'the, plant~ to service in June 1982'. During' the cours:e of the outage, 
several events, occurred which. considerably prolonged: the outage. 

I, • • '" r. ' : 

SONGS 1'is, one of 11 older plants that are' subject to ,the 
, NRC's Systematic' Evaluation Program (SEP). The pur~ose of the SEP is 
" to ",evaluate these plants 'against, current licensing criteria and 

de,tine ,~pec1:f"iC"ba,ckt~t, requirements where found necessary. One of 
, 'the"areas reevaluated':~und'er the SEP' is the ca~a.bili tyofSONGS' 1 to' 

i 

',1 Ofder' .Ins,ti tuting Investigation (011) 8:;-10-02 was amended by 
Deeie1,on (D. )84-:-0~-044 of Ma.rch 7" 1984 to include I evaluation of the 
reasonableness. ot, charges for replacement fuel during SONGS 1 

0; outages',,; and by D.84-01-06~ of January 19, 1 984, to: include 
:, •. :~~:<>ILOf resle~v1ng expenses as an extraordinaryma1n~nanc~ 

.., - '1, . 
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w1ths:tand seismic events. This reev3.luation of seismic capability 
': ·Dega.rli'n1977 and has· continued in one torm or another to the 

, '" 

.·})re,sent. Yollowing the initiation o'! the SEP in 1978th1s seismic 
reeVaiuat·ionprogram was incorporated into the S!P. 

. The seismic criteria.being, applied to SO~GS 1 in the SEP 
"'are 0.;67g Rousn~r. re.sponse spectra, ,the same crite~iaused 'for SONGS 

. 2'and .. ~. . The original seismic design cri,teria 'for;tbe plant tor 
structures important to· nuc'lear safety were wha.t in toda.y-'s 
terminology"w~u1d be consistent withO~25g Housner spectre operating 

. basis 'earthquake, ,and 0.5'g Rousner spectra safety; shutdown 
'..' I 

earthquak~. Other systems, components and structu1es, such as the 
turbine 'building which contains components a.ssocis.~~ed with nuclear 

" . .' , '. 'I ' 

safe"tY,,(statlc. force:' criteria) were originally des:Lened to a. maximum 
I . I '. '. : " . , ., ~ '. " ., ' , . " " ,', ", > \ 

ground<, acceleration , 0'£ 0.:28.,. ::', I ' 
,'. . . I :~' ' 

In a November 16, 1981 report the NRC stat! agreed with 
, . . . " . . i . ~ 

:.: ,Edison's conclusion that continued operation of the )pla.nt"Would be 
":":.aeeepta.b~e . in the interim until the seismic reevaluation 'and. any 

, <neeessaryupgrading were compl€'ted'. ~he }'TRC ete.!f n160 conclud.ed, 
. . .. ' 

.~however7that "nea.r term modifications" were l required in "the North 
r: ..,. ".' "', . i' '. 

:! 'Turbi,ne' Building Extens,1on and West Feedwater Heate~" Platfonn which 
I ,;,' , • 

. ,'wereoriginall:r designed' to 0.2g static. 
At a meetingwi,th NEO: sta1'! on May:;, 1982 Edison presented 

the reSUlts, 01'. its reeva.l~ation, using the 0'.67g Housnerspecira"ot 
the balance·of :plant mechanical equipment and pipine required to ' 

, '. ., 

shutdown the plant. The reevalua.tion apparently disclosed stress 
valuest'or c:~rtainequipment, piping, and supports'whiC~ caused the 

. NRC, statf' concern'. as to whet'her th~eXi$ting piping, pipe supports, 
and mechanical equipment including its anchorage met the origina.l 
licensing deSign,b'~SiS for the plant • 

. '. At a subsequent' meeting between Edison and NRC staf! in "May , 

" .. 1982', "the:, NRC conclud~d"tbat the. plant, could return to service and 

. .,' . 
. , .. , ...•. 

. ,' ,', 

. '""','" 
. ~ . .' ,'" ,'.' . 
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" ,'continue to operate a.t least until January 1, 1963 i1 Edison could 
demonstrate that the plant met its original license design basis. 

Sometime during May 1982 Edison attempted to' demonat~ate 
that the pla.ntmet its; original design ba.sis 'by presenting to the NRC 
staff a,discussion'"of the original design criteria, an explanation of 
how tbe criteria would'havebeen implemented in the mid-1960s, and 
examples of 'lesser 'designed structures that withstoo,d' severe 
earthquakes. The:NRC staff found Edison's presentation inadequate. 
A:pparently tbeoriginal design calculations and supp'orting materia.l 
actually used to construct the plant were not presented to the NRC 
becaU8ethe~ ,were not,reta,ined' after the original design was 
complet,ed ,and approved;., 

~ " ' 

Wi t,hout such' ca;lc:ulations, new engineering analyses would 
'bavebeen required to demonstrate the plant t 6 actual' se1sm'ic 
capability to the NRC which Edison alleges wO'1.!ld have required Edison 

'~', , ' to divert its staff from the, reevaluation efforts then underw'ay to 
>: ,.ri,ng "the plant up to th~ o. 6~ g requirement and would ultimately have 

" been frui,tless because the new analyses could not have been completed 
,and approved by the NRC prior to the Je.nuary 1, 1983 deadline' for 
having the plant a:t;,o'.67 seismic: capability. ' Edison alleges that the 
"new,. 'enginee:ring work" which would have been required to demonstrate 

, ' 

,:the,adequacy o! the original construction to meet the original design 
,criteria.'would have required "approximately 6 to 10 months .... 

:By letter dated June 15, 1982, ag,supplemented by letter 
'dated,June24,198,2, Edison: informed the ~l'RC that it interidedto 
'complete"the reevaluat,ion ,and make necessary modifications to"meet 
the,"O~67gRousner' criteria. rather;thandemonstrate that 'the facility 
met,' 1ts'origina,l O.5gdes,ign basis. ' Edison also indicated i"ts intent 
to, accelerate the reevaluation andoackfi t program and expected to' be' 
ableto' compl~te both the: reevaluation and the required plant' 

, , 
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:, modifications in time to' ret'lrn the plant to service by November 1982 
.' - . 

, orD'ecember 1 982 .. 

In July 1982 the NRC issued '"new guidelines" for seismic 
analysis that were d1:f'ferent from the criteria. Edison> had b~en 
using. In October. 1982' Edison reestimated the sc'opeo! seismic 
upgrade vork which would be required under the apparent NRC 'criteria 
and concluded that $150' million to $200 million worth of ba.ck:f'it work 
wouldbe'required'prior to restarting the plant~ 

.' , 

Sometime around N,ovember 1982 Edison Significantly reo.uced 
the seismic r~evalua.ti'on e.cti-vi ties then underway d~'e to' continuing 

"," uncertainty with r'espect to NRC' evaluation criteria. and due to 
concern thatthe.high"-projected cost of seismic. and. other pending 
back:f'its was: approaching the pOint at which the continued econoc1c 
vi8,bllity of the pla.nt would be in question. The seismic 
reeva.lua.tion and upgrade' ,~ork was eventually stoppeo. altogether in 

: August 1983, pend'ing the resolution of seismic criteria. and the scope .'01" seismic ,upgrade work thst would be required .. N'egotiation~, with 
. the NRCregardlngseismiccrit~ria and scope of seismi,e backtit . 

• ~! requirements. continued throughout· 198' and continues to. date. 

.. /~ 
- .).;-, 

• . t ~ -
. -.11 

In early,' 1983 Eo.:lson, in conjunction with ,consultants and 
vendors, initiated's, program to develop "acceptance criteria"''!or 
seismic<upgrade work on piping 'su;pports. In'December 1983. Ec.ison 

. submitted a report to the NRC detaiJ:ing documentation in. suppo·rt of 
its,' proposed "acceptance cri ter1a." i From a. reading of. the NRC 
sta.:f'tt's:res,ponse dated Februa.ry" 8:, 1984 , it appears" that Edis.o.n' s 
aceepta.ncecriteria was intended to ident·ify the minimum ;plant 
modi:r:i:cati'ons necessary., for the NRC' to allow the ;plant' to resume 
serviee,~ •. , J3y letter'dated February 8, 1984 the NRC staf! agreed: that 

. . 

Edison.' s'cri ter1a.,., . as modified by the NRC· statf, were sufficient for 
the'l>l~rit'to·berestarted "for the short term" until all remaining' 
se.ism~c,design issues could be completely resolved. The "short'term": 

':",,: • ., ... ," 

.':" '\, . 

- 6 -
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was de~ined a.s only until the next scheduled refueling, although 
a.ctual modifications" det,ermined necessary may be made a.t some la.ter 
date. "In 1 ts letter of February 8, 1984 the NRC staff stated, 

, "substantial' :addi tional a.nalyses and resulting plant modifications 
'Would' be necessary to complete the seismic upsra.deprogram ••. " 

In a.ddi tion to seismic back:(i t requi'rements, other ~le,nt 
modifica.tions were, pending in 1982i~ These additional modi:f'ications 

, , 
were 'primarily a result of (8.) the fire at the :Brown's Ferry nuclea:-
plant in 1975, (b) the TMI incident in, 1979, (c) regulations: i,ssued 
in. 1979-80 regarding environmental qualification of equipment"and 
(d) thelffic'~ S:EP:.:EdisOn estimated in its compli2,nce filing 
(:Exhibit 1) that' the cost 'of these ,a.dditional mo,difications to be, "in 
the $400 million,range" if im:plemente~in an "uncontrolled and random 
manner" according to the original proposed NRC' schedule. 

, , " .' " :1 ' 

'As"aresult of these estim:~ted" potential cos·ts, Edison 
:J . ' 

'" 1nitiateddis,cussions with the NRC in order to establish, an' 

:i'.ntegr,ated :Back!it Program", and "In~egrated L1 vi,ng S'chedule (ILS)," 
,:<,--£orde:f'in'ing 'backfit requirements and phasing plant moo.ifications 
',' over a :periodof' years 'into the, 'future. The NRC agreed 1n:principle 

", tosueh a.n~ILS"in August, 1982, but rejected the schedule Edison 
ini "tially :proposed ." ,:Both the sco:pe o'! required' be.ckfits and the 

, schedule for implementing the' mod:t!icat:tons to' be required were under 
discussion at, the time of the staff's motion. 

Edison hired an outSide consultant sometime' in 1983 to 
evaluate Edison's 'licensing strategies and' techn~cal approe,ches to 
resolv,e,NRCb'acldit requirements. Torrey Pines Technology, a' 
divi'sionof GA ~echnol'ogy'~, cO~l'leted the analysis' in :June 198.3 and 

conclud'ed'that Edis'on's, approach was:, "reasonabie" and "consistent, 
wi th:'that:used by other utilities operating nuclear plants:. n ' 

• p • .' 
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Issues Det'erred to Subsequent Phases of OII 
The ~ollowing reasona.bleness issues, of necessity, could. 

not be explored within the limited hearing t·ime alloted to the 
initial phase of this proceeding and are deferred to subsequent 

'.:phases: 
1. Was Edison's failure to retain the original design 

. , 
calculations and work papers which may have demonstrated tha.t SONGS 1 

. . 
. waseonstruetee to its original 0 .. 5g seismic design s+,e,ndard 

~I • • 

imprud~nt? . 
. 2.. Did Edison a.ct· reasonably in choosing not' to divert 

, sta!~:f'rom its O .. 67g·reevaluation program to demonstrating. the 

·plant'~O·.5g .capability? 
.... 3. Should Edison have known in the. summer of. 1982 thet 

. they yould, be unable to eomplete backt'i t wo·rk to 0.67 g by the end of 
. . 

'1982 and mi€;ht therefore make better .use of engineering ·staff 
. . , 

demonstrating, that .sONGS, l' we,s constructed to' its original intended .5g seismic: standard,?' . . .' 
::' ' , . 4;. . Was it, reasonable for Edison to reduce seismic 

. .' ' . , . 
. reevaluation" efforts in November 1 982' and terminate them altogether 

1n'Augu.st:19831 
5,. Was· the alleged reduct,ion in the scope of back!i t work 

required. for NRC approval to restart SONGS 1 cost-et'feetive when 
compared to'the incremental .. replacem'ent· fuel costs which were 
incurred'as a result of the·prolon.ged negotiations .between Edison and 

. the :NRC 'which were required to achieve the alleged reduction?, 
. ·6. Were the. replacement fuel costs assessed d~r1ng the 

. '\' .. 

extended' outages reasonable?' ' 
, . 

Issues';,Considered Here 
,1: .,', ',For'restart"of SONGS 1, the work remaining to be. done, the 

estimated date of.' eomplet1on,and the estimated costs of such work. 

8 -
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2 •. F.or long-te~m modifications of SONGS 1 needed to meet NRC 
" 

requirements, the scope of the work to be done, and, the projected 

costs ot. themoditications .. · 
)_ ,'Whether it .is economical and 'beneficial'to ratepayers for 

. . restart work .to. 'be complet~d" 
4.' Whether ,i tis· economical and beneficia.l to ratepayers for 

long-term plant'modifications to be completed. ' 
,. Whether.respondents should be prohibited from making any 

. . . 

modifications to, SONGS.' not, needed for restart, until the C'ommission 
finds such modifications are' cos·t-effecti ve .. 

6. Whether SONGS 1 will be used and' useful for future 

operations. ". . 
. . . 7-. Whether" the Commission should remove SONGS 1 from 

respondents',. rate . base . 
Respond'ents' Evidence. 

.... ". '. As :Edison is 'responsible fOr the operation of SONGS 1, 

. :e;espondents' . principal.· eVidence' wa.s presented through Edison f s 
witnesses.. SDG&E's wi tnesstestified to the effect· that, as it had 
little. control over the operating decisions that preceded and 
followed the shutdown of SONGS 1,'SDG&E should not be' penalized for 

delays. in ,restart ,or possible cost overrunc. 
Exhibit 1 in this proceeding is the compliance report 

di~eeted to be filed in the' OIl. That document repo'rted .in ~etail 
the status of the work being undertaken at SONGS 1 for restart and to 
:f'ullym~et NRC reqUirements, among other matters. 

, Witness Fogarty (Exhibit 2) presented an u:pdate of that 

reJ:)ort '. describing the, current status of SONGS 1. According to the 

wit.ness" it .is' Edison.'sexpectation that SONGS 1 will return to 
servi'ce'on January .1, .. 1 985,~ The witness testified that Edison' had: 
reach~d'. agreement wi thNRC. as to the work neces.eary tor restart and 

.. , . ..' ' 

:the,'criter;iaunderwhich work will ,be perfo;rme,d., Edison estimates 
'I . 

- 9 
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that the plant modifications necessary tor restart can be completed 
~or$)7.5 million, in addition to that already spent ($,:;0 million 
alloca.~eQ to: Edison and $7." million e.llocated tOSDGa). 
Essentially" the work needed to be completed tor, restart is the 
seismic improvements necessary to achieve the 0.67g Houser response 

,.' 

I3pectra~ Witnes's Fogarty 'believes that SONGS 1 will fully mee,t' NRC 
seismic standards upon completion 0'£ the modificat,ions pr~arato,ry to 
r~sta;t~ As there is full agreement about the scope of the work to 

, be, done,and'themethodsto accomplish that, w,ork, tbe witriess believes 
there 'are no substantial impediments to' completion of' that work by 

.• " ,.' , ' I 

January 1 , 1985-
Operations following the; Janua.ry 1, 1985 restart would be 

limited· ,by NRC~ to: on'e 1'8-month:f'uel cycle (there is' a 15-m~nth supply' 
in the, core at thlst:ime) ,a.1"ter which respondents would. have to 
perform ,further modific,ations required under SONGS l' s, ILS schedule. 

",: The compliance report (Exhib,it 1) contains a "guesstimate" ot: $400 

"emillionto compl,ete all, of the additional plant mod1:f'1~at,ions' , 
'manda,ted by NRC. This number was reduced to "les,ethan $200 million" 
by the witness after further review. The witness testitiedthat 
:edis~n 1seonducting ongoing negot'iations with NRC concerning the 
scope and 'criteria tor ,performing the:a.dditional work,tc) be, done to 
upgrade:, SONGS 1 to current NRC standa.rds. ~he post-hearing 
1nfo.r,mation furnished by Edison to counsel a.s e result, of' questions 
of: the>witness indicate that the $200' million figure is based on the 

" . , . . 
revisedILSprogram (late-filed Exhibit 12) and additionalILScosts 
(la1:~-:f'iled:Exhibit 14). Zbe differenee between the current $200 
m!llionfiS1lre and the 'prior $400 million "guesstimate"~ssert'edlY 
r'esul1;s from the following factors: 

1. A clearer'definition from the NRC regarding 
the scope ot the backfit work a.nd anticipated 
negotiations with the NRC to red.uce the sco:pe 
of the bacld'i tW'ork based on indust,ry 
experience has alloweQ Edison to better 

, , 

'.' ',': - 10 .. 
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, estimate the cost ot the backfit work that 
will be required. 

2.' Items trom Table 3 ot Edison's response to 
the 011 are restart items and are not 
included in the· revise'd $200 million 
figure. 

~. Item 8, "Purging and Venting ,System Valve 
Replacement and Debris, Screen" ot Table 5 of 
Edison's response to the OIl haa been 
evaluated as not needed and thus is not 
included in the "less, than $200 million" 
figure. The, remaining items from Tables 4, 
5, and. 6 are included in the "less ',than $200 
million" figure based on antiCipated scope 
reductions. ' 

4. Enclosure 1 ot the letter trom Mr., 
Kennet,h p. :Baskin to Mr. H. R. Denton,. dated 
February'27, 1984, provides the revised: ILS 
(la.te~filed Exhibit 12). The items listed in 
Table 4 of, Edison ',So response to: the 011 that 
are not included in the enclosure of the 
letter" are as follows-: 
Table 4 
Item N·o. Description 

2 Fire Protection Appendix R Safe 
Shutdown Mod1fications. 

5 

6 

8 

10 

11 

12 

Diesel Generator Fans Automatic 
Loac11ng. 
SIS-Annunc1ator 'Window 
Engraving. 
Control Room Habitability, HVAC 
Upgrade. 
System Voltage Degredation 4 kV 
Undervoltage Delays. 
EeeS Single Failure Upgrade. 
Nitrogen'Supply tor PORVs ,and 
reV 1115 D, E, & F Safety 
Upgra;d~. 

Environmental Qualification of 
Electrical Equipment,. 

- 11 -, 
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The scope'ofTable 4, Items 5,6,8, 10, 11, and 16 are under 
, , " ,negotia.tion' with NRC and. are to be resol ved as part o'! SONGS l' s ILS 

program.", Therefore, the' $200 million figure' tor completion of ,NRC 

oacld'it items does not reflect all of the possible costs which may 
"' . '~ 

need tobe::n:eurred over ,the remaining life of the SONGS 1 plant. 
'. . : ' ~" . 

Extensive cross-examination of Fogarty concerned the 
reasons that restart dates were furni'shed which had not been met and 
the underlying'reasons for the failure to meet such commitments .. The 

, , 

, responses to. those inquiries, indicated tha.t Edison was aware ths,t a 
firm 'startup date could not 'be advanced because it· did not know 

, ' I 

precisely wh8,t plant modifi~ations were required to meet the revised 
NRC seismic:' .. requirements. On February 8,1984 '(a.:f'ter the" hearings in 

'. , the :fnitlal~':pha$e ,o'! th':ts;'proceeding were a.nnounced) the NRC issued 
, '" . . 

1ts, letter to Ed'lson a.greeing on the criteria a.pplicable to' the 
sei.smic modifieations necessary to return SONGS 1 to,normal 
operat:t'~ns.:Based' on' that letter, Edison now beliE'ves aste.rtup datE' 

.'DeCe:m~~'3" 1984 is reasonably certain. " , 
, 'Ed,is'on' s ,witness Daniels presented in Exhibit 5 an 

evaluation 'of. the economic viability of the restart and continued 
operation"o:f'SONGS 1 ,usi'ng a "b,reak-even c8'1'ita1 cost$" method. The 
witness defined that term as the maximum capital expend·iture that c~n 
''be incurred for the restart and continued operation of SONGS 1 over 
.its,remalning'useful lif~ while remaining cost-effective to Edi~on's 

, " , 

rate;payers ,wheneompared to.' obt:a.in1ng, firm ca.1'aci ty' from other', 
. " " . ' 

sources:~' The analysis: applies to the maximum ea.:pi tal expenditures 
tha.t can b,eeconomical1y' j'ustified subsequent to restart1ngSO}!GS 1. 

Edison '$: estimated SONGS, 1 break-even ca1'i tal costs'. 
assumingcapaclty factors· of 50~ 65, and 80% are as. follows:, 

- 12 -



SONGS 1 Cal'acity 
Factor 

, .. 

Table 1 

SONGS.1 Break-even 
Cal'i tal Costs " . 

(Present .Value· $:1984 $) . 
(MilJ.:"ions)- . 

" I ' 

$1"50· ... 

S,'."" 
$5,2'0':· , . 

. '.E,dison has projected that SONGS 1 will operate at acapaci ty factor 
of 65~ over its remaining useful life. Consequently, Edison asserts 

,that it can ineur up to $335 million in cap1'tal expenditures for 
. \ ' .. -

:plant· modifications eontained in the 11,S while maints'ining the cost-
e:!:!ect1veness to· Edison's ratepayers of the restart ~:~~~ continued 

. operations of SONGS 1. ..; 
I,ate-filedExhibit 14 contains Edison's estima.tes oo!: 

, ba.e~:f'it ex:pen~i tu~es tor eachot the first three refueling outages 

:r:: .• llOw1~g·SON~S, ,f rest:art, as follows: 

., " 

•••••• " , ' 

." ~ . ., 
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Table 2 

Southern California Edison Company , 
Estimate",'of ILS,:Backfi t Expenditures for Eacb of the 

First Three Refueling Outages Following SONGS 1 Restart 

:Backf1tPro j'ects* 
Three-Mile, Island' 

Modifications· 

Capital Costs** 
Cyc'le IX***' Cycle X*** Cycle XI*** Total' 

, ,. I 

""Environmental Qualificat'ion 
" Fire :'Prot~ct10n" 

systematic;, ,Ev3.J.uati on , 
, ,'," Progr'am,' :', .' ' 

,~otai,':' 
" ProSeCted':Add1tional' 

ILS ,'Co's:t;s, ' 
. Total' ~~I"::ris::'Ilitegrated ' ' 

,',".' . ;:saC~i,t',~, . ,o~ram, 
, tes· ", " " ,'" 

14 2 

4 7 
2 4 

12 ' 15 .. 

32 28 

!~~I "';' .. , ,". I " '. ' ,'. " 
"Ite~$ identif"ied in Enclosure 1 of" Edison's 
February'27, 1984. Late-filed Exhibit 12. 

8 24, 

0 11 

0 6, 
, 

" 

" 

14 41 

22' 82' 

Less than 100 

Less than 200, 

letter" of ' 

**Costs shown in millions of' undiecounted 1984 dollars. 
, , 

***Planned outage dates are set f"o,rth in Enclosure 2 of Edison's 
lett'ero! February' 27, 1984.. Late-filed Exhibit .12 .. 

" Edison, states that the components of the $200 million 
figure are shown for information as the exa.ct level and pa.tterno! 
spending cannot be forecast with accuracy.. Edison believes that the 
overall' result, willb~ less .. than $200 million .. 

:Based on the: results of its cost analysis, Edison concluded 
that ':therestart and continued operation of SONGS 1 iscost-ef'fective 
'" . . . 

to Edison 'sratepsyere .. ~,:Sased on i te, prOjected capacity factor' for 
the remaining life, of ,SONGS 1 and its· estimate ot capital 

• . I' • :. . ' 

expenditures ,of leas' than: S200milli,on necessary for 'completing 

".' , , 

:' , . 
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modifications related to the ILS, Edison ste.tee tha.t its confidence 
in its conclusion that SONGS 1 operation 1s economically viable is 
evidenced by its decision to proceed with'returning SONGS 1 to, . 
service by December '31" 1: 984. 

Edison's· witness Fogarty testified that SONGS 1 has' 
established ,an exemplary opera.ting record over its lifet,ime. As 
SDG&E's Haney testl:f'ied" the plant has provided significant benefits 

, , ' 

to ,the "r~tepayers and is expected to continue to provide energs at 
bene:fi'eial eost to the ratepayers., Apart from strict economic 

" ,'benefits, Fogarty indicated certain noneconomic benefits of' returning 
".,........ , 

SONGS; 1 to~peration~ Reductions in 'the emission of sulfur, dioxide, 
nitrous" oxide, and hydrocarbons is a benefit to all persons res,iding 
in"the'air ' quality-sensitive Southern C's.lifornia region.. ~he witness 
asserted'that, the goal of, a reliable powe'r s1stem per:rormane~is also 
enh~ced "01 l:laintaining a mix of generation sources, including SONGS 

, ,,1 ,aSsuC;h a mix lessens reliance upon unstable toreign oil supplies. 

<:' .' , SDG&E presented testimony: by Haney explaining the utility's 
posi ti,on. SDG&E is opposed to removing SONGS 1 from its rate, base' 

, .. ,\ . 

because'SONGS 1 has provided useful service, and is expected to 
proVide !'clture ,usetulserviee.' Even if the unit were not ,returned to 

. .' ' . 

service, SDG&Ebe1ieves, eontinued rate base treatment should be 
, , 

considered beeauseofpas,t 'benefits to ratepayers and because of the 
fin.e.ncial 'implicat,ions on SDG&E of this' a.nd;other issues· before the . . , ' . ' . 

Commission~ The ,'wi tness explained that, removal of SONGS' 1 from rate 
" • ,I 

base will negatively impact SDG&E's tinaneial position w~e'n 
considered" in conjunction with' the Tesoro fuel oil adjustment and 

" , 

disallo~~d construction coste for SONGS 2' and ,. Acco,rding to the 
witness, ,it the, Commission were to r,es.ehadve'rse deciSions in all' of 
those: proceed'ings, , the result could be, potentially: disastrous' for 

, '" ',' , 

SDG&E~ 

." - 15 -
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Staff Evidence , 
i 

S-ta:r:r'evidence was presented by witnesses Randhawa"JJong, 
and Czahar ~ The prepared testimony 0-[ wi tness'es Randhawa (Exh1 bi t ' 
7)andJJong(attached Exhibits 8, 9" and 10) was prepared in advance 
of the'hearing and attaehed'to' the staff motion. The prepared 
testimony of, witness C,zahar was prepared' following Edison,' s di rect 
prese'ntati,o'n and cont~ins' recommendations and conclusions: ba.sed ':. in 

, part" 'on"EdiS,on"s.' ;prese,ntation. 
Witn~ss Randhawa 
Witness Randnawa testified that (1) operation of' SONGS' 1 is 

now uncertain 'because of NRC concerns regarding the :plant's; seismic ' 
safety ,and' beeausethe,worknecessary for restart :has not b~e~ fully 
dei"1ned" (2') Edison had' not conducted' a.ny cost-eff'eet,i veness study' on 

, restarting or backti t,tingthe plant to accoIIlIIlodatethe :NRC: mendated 

;plant' mOd1ti'eations, (;) Ed'ison had not completed 'its negotia.tions 
with-NRC', on:i ts restart 'and, integrated 'backfi t sehedule, and ('4) , it 

.ll"tak~ "E'di$~n approximately' one year to, make ne~essary pla.~t 
, mooifications,. ~" , .. , 

Ba.sed on ,the above ; Randha.wa reeommendedas,'!ollows: 
1., The Commiss:ion should remove SONGS 1 from 

, rate base. 
2. Edison should be directed to, record ownership 

cost of SOnGS 1 in a deferred account. 
3. Edison ,should not be allowed to recover 

o~~ershi;P costs from ra.tes. 
4. Edison should 'be allowed to recover in rS.tes 

all expenses neceSS8.ry for SONGS· 1 operation 
and maintenance du.ring the shutdown period 
and should be allowed to recover 
decommissioning expense. 

5. I! and: when SONGS 1 resumes commercial 
operation, Edison should 'be authorized to 
include SONGS, 1 in its ra.te base along· wi th 
all reasonable costs incurred for necessa.ry 
capitalized modifications. 

- 16 
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6. Edison should be required to seek our 
approval for performing, any retrof'i t ,wo,rk not 
required for restart and for any retrofit 
work in excess of' $~7. 5 million tor ' 
restart. 

7. Ed1son~ should be required to demonstrate the 
eost~ef!eeti veness "of the proposed 
m~1fieati?ns .' 

Recommendati,ons, l' through 5 also apply to SDG&E. 
Witness Long: 
Wi tnes's, Long presentedtest1mony concerning the manner in 

which the deferred account mechanism should be accomplished. 
, ' 

Long recommended that the SONGS 1 cs,p1 tal costs, currently 
in rate base ,should remain,in the appropriate plant in service 
account (FERCAceount 101), but should be excluded from rate base on 
the grounds,that the, used and useful criteria does' not apply because 

of the unee:rtainty surrounding the future use of the 'unit, as 
, discus'sed by Randhawa. He stated that this posl,tion is similar to 
Aie treatment adopted by this Commission for PG&E's Humboldt :Bay 
~ower ',Plant Uni t ~ (Humboldt). Humboldt was shut down in 1976, for 

refueling and wa,s neve:- relicensed by the NRC. The Comm'ission 
ordered the, removal of Humboldt from ;Paeific Gas and Electric 

, , ' 

CompaD.y"s (PG&E) ra.te' base in D.911,07 dated December 19,19,79 (2 CP'O'C 
, 20. 596), and allowe,d PG&E to' accrue the carrying' costs associated with 
the plant ina memorandum account. The witness ~sta.t{'d ,that .sONGS >1 

is 'ina' similar situation ,:to that prevailing for Rumboldtatthe' time 
of' D,.91.f07'~ 'in that there is currently no clear indicat'ion as to 
when, it ever, SONGS 1'would return to service. 

According to Long, the recommended rate treatment does' not 
,de:t>riye Edison of. the opportunity to collect carrying charges. 

,. assoc.iatea, with SONGS: 1, but, rathe.r places the compan1 on notice that 
'Wltil,the future: ,of the plant is- ciarif1ed, Edison's eust.omers will 
not 'be ':required to'pay, a return on a plant which might never operate 
.aga.:1non:a"commerc'1al'bA.sis. 

, " " .,', '.' . 

" , 
, > ' . 

;;.',',::.'" 
.," 
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" 

Long recommended that Edison should be allowed to continue 

..... '.recovering in base rates all operation and maintenance expenaes 
;':'necessary to keep SONGS>'1 :in operation while shutdown, including an 

allowance for the a.ccrua.l of decommissioning costs; the disposition 
. of: .. other ownership cost~· (ca.~rying cost of the plant) should 'be 
determined only after·' the future of the plant as a generating.' 
re:'source has been determined. ~hus, tha.t portion of Edison's return 
onra,te ba.se· associated wi th .SONGS 1 currently 'being 'bi,lled' 'by :Edison 
should 'be deleted from ba.se rate revenues, and carrying. costs at the 

. allowance of: funds used during construction. rate should be charged to 
a ·suba.ccount in' the miscellaneous deferred' de'b.itsaccount (FERC 
Account 186) •. Recovering. any of the accrued carrying cost' should be 

, I 

predicated upon the final· disposition'o:f SONGS 1 and recovery ot the 
" , .' . 

accruedownership'costs in Account 186. ~he foregoing . 
. '. . ,\., ' , 

recommendations.a1so apply to'SDG&E as a minority partner with Edison 
On SONGS'1~" .' . 

.• . '. ~heepeci:ricoraer1ng paragraphs to accomplish Long's 
, recommendations a.re set!orth in Exhi bi t19. . 

Long's Exhibit '9 shows the revenue .effect of his proposal, 

asset forth in the following table: 

. " 

r' ... 
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Table :; 
SONGS Unit 1 

Ownership Costs Removed from Rate :Ba,se 
Calendar Year 1984 

(SOOO) 
SDG&E Edison 

California Jurisdictional Rate Base 
(Excluding,Working 'Cash) S52,924· S159~165 . 

Rate of Return' 
, A!ter·!ax 

N~tTo'Gross 
'Gross'Revenues 

12.82~ 

$6,785 
1.69:;7 
S11,492 

12.6'~ 
$20:,134 
1.6577 
S3;, ;76: 

Distribution Amount Distribution Amount 

:Em! E:f':f'ects 
Collec~ed ,in J'anuary 
Collected ,in February 

9·01tf, 
8 .. 40 

$1 ,0:;, 
965 

8.28% $2,764 
7.82::" 2,610 
~ .. , 

\> .t·a1~oliect~d, ,in' Rates 
,', '., ount 'to ,Adjust ERAM 

17.41 
" 2,000' 16 .10~ 5,374 

82.'9~ : 8':;.90% $28,002 Base Rates. $9,492 

Long testified that his proposal would be fair because it 
would allow a carrying cost during the period o:f' reconst,ruetion to 
SONGS 1 prior to its return to service; the stockholde'r,s" would 

, r~eoverthe same type of carrying costsassoeiated with othe~ pls.nt 
pr:to~ ,to i,ts enteringsel'"vice; and, the ratepayers would' nO't be 
required· ,to i pay any costs o:t ownership until after SONGS 1 was 

opera~iona.l"again.. " 
Wi tness Czahar' 
'Witness Czaha'r~s eonclusions and recommenda.tions 'are, 

different from'Randhawa's and Long's. 

'; , ... ,',/",,, 

" ". ' .. ,'. . 
.. '~. ,,' ,.1 •. 
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There are two distinct deci'sion dates, ,that 
is the immediate decision concerning the 
incremental investment o:f $37., million for 
restart on December 31, 1984, B.nd 
a decision date in mid-1986~ at the end of 
the 15-month operational period und'er the 
fuel now in, the reactor core. (The :plant 
would 'be operable until April 1986 if restart 
began December 31, 1984 or before.) 

.. The witness presented' a calculation of the incremental 
~sts and ,benefits to Edi·son' s ratepayers if it expends an additional: 

" 

S30million' (i tsshare of the $37 ~" mil11o'n estimated incrementa.l 
res"ts.rt:. cost). and 'restarts SONGS, 1 on, January 1, 198'5, as: shown" 
below:: " , 

c"'. '~ . , 

>" 
"1, .' 
• oj, , - 20 -, 
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Ta.ble 4 
, I 

,Analysis of Edison's Incremental Costs i 

and ~ene~its o~.Restart of SONGS 1 
on January 1, 1985, 

Incremental Operating Costs· 
Q&M,:E:xpenses 
A&G 

'Payroll Taxes 
Nuclear Fuel' (65~'C.F.) 

Total ,Incremental 'Costs 
Incremental <Benef.i ts· 
, . Avoid~d Costs/(OIR' 2)' 

Net " :Benefit,. ' 

(Millions) 

1385 ' 
$27~1 

6~5 

0.4 
12. 6 

$47 .. 6 

$1:;6.6 

1986 . 
$19.2' 

4.:; 
0.4 

7·2 
$. ;.,12 

$78.9 

Total 
N'PV 1 L1 L82, 
$~9.2' . 

9·2' 
0.7 

17.7, 

$66.8· 

$182.8 ' 
$116.0 

Tht" witness stated that, based on the a.bove, ratepayers 
';' .•. ould be .better· off 'by $1 16m1llion in net present value (N'PV) 

::-'evenuerequirements. Using Edison's 1.:;5 conversi,on factor used to 
. convert 'NPV revenue requirement to capital expenditures, $1,16 million 

eonvertsto a maximum expenditure 01"$86 million •. '.Therefore, in his 
opinion"" $:;0 million of'inc'remental expenditure' appears,' to' 'be well 

. ,within, the range of net benefits produceo.by running SONGS 1 for 15 
months"even 'lfthe plant 1s abandoned after the unit is: b,ro'Ugh-t . down 
for'refueling •. I~ a 50% capacity factor is assumed (rather, than the 

, . . ' 

65~':'capacity' factor in the above table) the NPV of nuclear :f'uel'cos-:s 
. ' , . 

drops,S4~:1' m11lion·s.no.avoided cost benefits drop $42'.2', million, tor' 
a net'decrease in 'benefits of $~8·.1 million. Divid1ng'by 1.35, the 
maximum justifiable, cap1 tal expend'i ture is decreased to $28.2' 

miil;ion," . Therefore, the' maximum acceptable 1:nerementalexpendi ture . 
would be·SS8 million, assuming an achieved capacity :f'a.cto,r of 50% 
dur1ng.the' period JanuEl.ry·1, 1985 through mid-1986 .. 

, .. 
I:', " 
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• Witness Czahar concluded tha.t an additional $;7.;, million 
expenditure to bring SONGS 1 on line by January 1 p 1985 is -justified, 
'based' on:Edison ',s estimates; should those estimates, prove to 'be' 

, overly ,optimistic , ratepa:rers could be harmed if the net pla.nt 
bs.iance'were to continue ,to earn a ret.urn beyond the date of this 

" order.' The, witness" therefor'e, recommended we give respondents a 
choice., Either utility could elect' to earn a return subject tOo" 

" re:f'und until' January 1', 1985 on the, est1mat-ed $,0 million for Edison 
. ," ," ' . '. 

"and $7.5 million forSDG&Eexpendi.ture and related construction· work 
in,pr~gress:, if SONGS: 1 is running a.t ful,l ;power on Janual-y 1, 

1.985'.;2 'I£:that startup date is misae,d, respondents would begi~ 
a.ccruing (on January 1, 1985) a liability equal to each utility"s average ' I 
short-run avo·ided cost.. The maximum accrued liability would be ecru~l, to the 
revenues collected on SONGS 1 ,from Janua.ry 1, 1984 through 

.. , " . 

December ,;1, 1984, and that accrued liability would be retunded to' 
o • , • • • 

ratepayers. The witness estima.ted this maximum lia.b1li ty' to· be $30 

.l~on, to."., .Edison. 
In the alternative, either respondent could ,elect to remove . , 

. SONGS: 1 net plant trom rate' base and accrue interest a.t ,the sa.m~ rate 

as. the AFUDC un-t.il S.ONGS 1 opera.tions resumes ~ 
The witness:sta.ted thBt he believed the choices were both 

realistic a.nd..fair; should respond.ents choose·to continu() to include 
SONGS :.1- in rate ba.se, the risk of delay woul'd' be bor,ne by~: 

,.st~Ckholclers·~ not ra.tepa:r.ers • 

, ,.' 

2 Thewit.ness recommended that the Commission adopt a criterion 'for 
operation at full power 0'£ 200 consecutive hours as means 0'£ , 
demonstrating that SONGS 1 is operating at ,£ull power, or, in the 

.. a.1ternat1ve,SONGS 1, would' achieve an average capacity factor of 6595 
over"a"~O-day period,. '." .... ,:,',". . : '. 
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Czahar also :-ecommene.ed that additional expcnd1turee 
subject to, rate base inclusior. when SONGS 1 iz restarted and b,rought, 
;'back to ~ul1power be limited to $37.5 mi:'lion, plus' 
~cerl.1ed ir.terest .)t the. AFUDC rate.. Any .?mount expended. 

a.bove such limit 'Would continue to accrue interest, a.t the ~UDC, rate 

until ,a dete:-mination is, made whethe:- to :permit i~vestmen:t . Of, 
ac.ei'tional'i:u~ds 0-: ILS af,te:." the mid-1986' eh~t down for r~fuel~ng. 

Xhe, witness includedi.nhis analysis in 'Exh1bi t. ,11 ,:two 

se~edules which.att~t:pt to quantify the long-run ope:-a.ting risk~ 
$,~oule SONGS 1 not operate until 2003 (the end of its current11cense 

" '., .. 

'period)~ These analyses show, '!or exa.mple, tha.t if!LS capital; ':' 
expendi tu:es ~ere $200' million, Sm~GS' 1 would have, to stay on lirie' 
u:ltil.199't. assucing a 65% capacity 'factor, and: 1995 sszuming ,a50~ 

',. ' 

capacity factor. The witness recommended that ILS expenditure~ 
should not be pe:"tlitted .to approach tlaximum amounts, without 

., . " , . 

gua~antees that ratepayers 
• :per~t;ional fai,lures ~'. . 

.'0o·~'; ,..·ron', ·o-/"?o -t of 'ee ':'On . .. W-. lit.' .,. COio.. ~ , 
Issue::::: in :riitial Phase', 

would not 'bear the full risk 'for . 

"Th~. pOS'i'tion of parties are as !ollows:' . 

Sta.!:f'· 
~. Th~Cocmis£ion s~oule order SONGS 1 to be reooved from rate ., 

base. Exhibit 19 contains ·the specific orde:-1ng provisions for 

acco~~lishingthis . 
...... 

2': In the alternative, SDG&E and/or Edison shouldha.ve .tht3 
o:ption of c()ntinu.'ing to earn a return on the plant untilJaIl~ary 1 ~ 
j 985.' If the, plant" does not go into service by then" thecom·pz.ny 
choosing ,th:lt option would accrue li~bili ties (s.e.e sta:f'fwi'tness' 
C'zah~r 'sExhi bit 11, A. 9 )". ' : . ' 

. ,: ~'-\ " .. 
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••••••• 3 •. The Commission should :permit Edison 'to continue work' 
designed for' restart of SONGS 1. Edison has estima.ted the cost of 
that work to be $;7.5 million (Exhibit 11, A~9). At that cost, the 
work is beneficial to ratepayers even it the plant only operates for 
an additional· 18. months and then closes (Exhibit 11, A.7~A.9) .. Any 

, amount, exceeding that 'Would not be included· in rate base. u:pon plant 
restart,.unt11-it was, determined whether·to invest additional in 
continued plant operation (Exhibit 7, A.8 and Exhibit 11, A.9). 

, 4. . The Commission .should order Eeison ane SDG&E to file a 
. ' 

comprehensive analysis of' the •. cost benefits of turther long-term 
modifications (those not needed' tor restart.) to SONGS:. 1. The" 

, . .' 

an~ysiS' 'should 'be tiled only after the' NRC has de:f'ined the scope of 

work' required for futur~ modifications. 
5~ Eetson .. and SDG&E should be prohi bi ted in making any 

modifications. to . SONGS 1 not needed for res,tart, until the Commission 

finds " that such moditice.tions are cost-effective • 
• . ', 'Edison " ' 

'. 

Edison asks the Commission to tind: 
1. . SONGS 1 will 'be returned to ~ervice in a reasonable time.: 

2. SONGS, l' is used and'useful. 
:;. Modifications necessarY' fo·r the, restart and continued 

operation of ,SONGS 1 are cost-effect'i ve and in the best interests of 

Edison's ratepayers. 
SDG~X 

1 ~ SONGS 1 should remain in rate bas,e, as both staff and 
, .'. ' ' 

Edison have' shown that is cost-effective and beneficial to the 

ratepayers to restart. the unit" and as Edison and, the NRC have 
reached<agreement o~ the work necessary for restart, el'iminat:j;ng 

p;oevious ·"unce~tainty." 

- 24 -
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2. ' Ratepayers have benetited and will continue to benefit from 
operation of SONGS 1. However, if tbe Commission considers removal 
otthe unit from rate base, it should provide respondents the options 

. offered' by etat:!' witness Czahar, mod i1"1 ed to provi de for carrying 
co'sts 's.t"the authorized rate of return rather than the inappropriate 

AFtTDC'rate. 
TURN -1. The· Commission. should issu.e an order removing all own~rship 

and operating,> costso'! SONGS 1 from the rates of :Edison and SDG&E. 
2. :Edison and SDG&E should be ordered to· fileap:plications to 

" 'r • " 

aband.on·, SONGS' 1seek1ng recovery only of reasonable :costs assoCia.ted 

wi th th'e' plant. 
3. If ithe Commission rejects number 2. above, all costs 

associated with SONGS '1 should be placed in memorandum accounts with 
the stipulati~n' that neither Edison nor SDG&E shall be allowed,to 

. .' ~eor:d' any c~rrying or AF'O'DC eosts in the account •. 

. .,' Sierra Club 
1. Immedia~ei:t remove SONGS 1 from the respondents' rate .bases. 
2. M3.keall'!uture SONGS 1 modifica.tions subject to. prior 

Commission approval after respondents submit a cost-ettectiveness 
. . ' ' , 

study as suggested by sta.tt witness Randhawa including:' 
a. Preliminary engineering work. 
b. Design work and'engineering studies (all based upon 

NRC approved criteria and facto'rs.) • 
. . 

:;. Keep all cu.rrently completed or in progress moditications 
out 01" rate~baseuntilthe above decision is 'made. 

C'ity 
1. SONGS 1 should b,e removed from the rate bas~s of Edison and 

SDG&E until SONGS 1 is- res:tarted and opera.ting at 90~ o'! tull" power • 

••• .. 
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2.. Record the o-w:nership costs of SONGS 1 in a deferred or 

memorandum account. 
;. Require Edison to seek Commission approval to perform any 

retrotit.work~ot .required for restart'and for any retrofit work in 
excess ot$;7 .. ~ million for restart. 

4. Hold additional hearings to determine to what extent rates 
should be adjusted to reflect changes in depreciation expense, 
operating and~maintena.n~e expense,. and tax expense .. 

5,. Hold add.i t·ional hearings to determine the accounting and 
ratemakingtrea.tment for the steam generator'repairs at· SONGS 1 
authorized,i~'D .. 82-12-05'5.' . 
Discussion " 

The following d'iscussion covers the issu'es raised in the 
stafi"s mot,ion and' addressed in the initial phase of this 'proceeding: 

Is' SONGS 1 "Used. and Useful" 
Severa.l of the parties urge tha.tSONGS 1 should be removed .' .om rate 'base '( or the plant should be aba.x-.doned) on this, basis that 

SONGS ~. is ,no longer used or useful. Staffwitnesees Randhawa and' 
Long draw .an ana.logy between the conditions at Humboldt when PG&E~s 
plant was', removed from ~ate base in D.91107, a.nd cond1t·ions existing 
&t SONGS 1, and ask tha~ the same rate treatment be accorded' SONGS 1. 

D.91107 recites the following. Humboldt had been shut do~n 
for three years' for refueling and seismie modifications. NRC had 
refused to authorize resump1;ionuntil seismic work was completed. 
D.91107 (2 Ca12d 596 at 624 and 625) states as follows: 

··'.e ,"" ' 

::, I 

"PG&E's showing in this proceeding, with regard to 
Humboldt, was tar short o'f convincing.. The 
tes.timony and c'ross-examination not only :f'a.:l.led 
to support PG&E's conclusion that the fa.cility 
would be back 'on stream' during the 1980-81 
period, but also raised ser:ious doubt as to 
wheth.er it. will ever resume comlllercie·l 
operat,ion. Humboldt ha.s now been shut down tor 
three years, and eontinues to be plagued by a 
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variety of :problems. During this period, PG&E 
rates have been set upon the' assumption that 
Humboldt was. temporarily out of service, but 
continued to· ·be 'used and useful' fo·r utility 
operation. In view of the great uncertainty that 
is now apparent with respect to when, and in fact 
if ever, H'WIlboldt '~dll resume operat·ion, 1t 1s no 
longer appropriate for PG&E.' s ratepayers to 
shoulder this ,economic burden. 'We are, by this 
decision excluding Humboldt from PG&E's.rate 
base •• 

"Until' the future of the plant is clarified, PG&E 
shall record a.ll capital costs. associated with 
the facility in a memorandum account as . 
recommended by the staff. We caution, however, 
that any addi ti.onal capital expendi tures on 
Humboldt will be' viewed by this Commies·ion 
critically, and' will be made entirely at the 
compa.ny's risk. 

"In the 1nterests of p~blic safety, we will allow 
PG&E·to.recover on-site maintenance and operating 
expenses for the present time. We e.re, however, 

• 
ordering PG&E to conduct a thorough review of the 
future cOltme.rcial potentia~,"of the plant and. to 
submit to' the Commission, wl1thin 6 months;' ·time, 
a report. demonstrating 'Why the Commission should 
not disallow all expenses which could have .been 
aVOided through earlier dec¢1!U!lissioning." 
There is not a direct para.llel between SONGS 1 a.nd 

Humboldt, as stated by staff wi;tnesses Randhawa and Long. While 
there has been a long outage at SONGS 1, there appears to be a 

" I • • ' 

reasona.ble 1ndication that SOl-TGS· t will resume operations. The 
eVidence indicates that Edison and NRC: have reached agreement on the 
extent and nature 01 ~he seismiC and other plant modi1ications that 
must be completed 10r restart 01 SONGS 1; Edison' has provided an 
estim.ate 01 the additiona.l cost for such modifications; and Edison 
haa • turnished. a.nant'1cipa.ted startup date based on the agre'ement .. 
The evi·dence indicates if the estimated additional. costs of $·37.5 

•...... :.'. ," 
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millon are not exceeded and SONGS 1 restarted on the anticipated 
date, the startup and operatio~ of SONGS 1 through the initial. fuel' 
cycle after startup will be beneficial to respondents' ratepayers. 

Absent contrary evidence we will' eonclud~ that, SO~GS'1'will 
be operative on' the antic,ipated date and under the conditions' assumed 
by Edis~n. ~herefore,we¢annot categorically :find that SONGS 1 will 
not be used and useful in the. future. However, because the plant has 
not operated over a long period of time, and, as Edison has furnished 
us no' guarantees of .future operation under the conditions' it, ,assumes ~ 
it is only reasonable that we exercise our regu1a:to,ry duty to 
Edison's, ratepayers , by' providing 'for ratepayer protection,in the 
event· SONGS·' doe$~ot . return to" operation upon the date' and under 
th'e conditions.,assum~d by Edison. '" 

'. . . i! ". . . 
. ':Base,d' on the :f'oregoing., we will not adopt TURN's proposal 

that .. respond~nts· be d'1rected to. file applications seeking abandonment 
I , • , r 

of SONGS 1:.· AS'explaine'd above, the record indicates that ratepayers 
.... I.Will benefit from resta~to:f'SONGS' (at 'least through: its. initla~ 15 
, . months of operation), i:f' additional modification' costs a.re held to 

those estimated by Edls,on., and SONGS 1 is, restarted on the 
antiCipated date of J.anuary 1, 1985. 

, . , 

The staff a.nd other pa.rties argued that, as SONGS 1 ha.c 
'been out of service for severa.l :rea.rs and as it will not·, operate 
before January 1 p 1985, it is not currently used. and useful; 
therefore" SONGS 1 should: immediately: be removed from rate base. We 
do not 'agree that SONGS· 1: should 'be removed from ret~ 'base tor' that. 

• 

reason. 
The eVidence shows that the principal reason for the long 

shutdown is the' nee.d to cont'o,rm the plant to NRC t s current: seismic 
standards. The difficulty experien~ed by Edison in complying.with 
NRC's seismic reg1lle.tfons were. ;primarily a. eettlemen~ 0'£ the extent' 
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". " ' of and criteria for the work that would meet ~~R.C"s current standards. 

• 

Those standards are more stringent than the NRC:standaNs in effect 
when the plant was built. Similarly, backfit modifications for nil 

~ , 

and fire 'protection are more stringent standards than those under, 
~hich the plant was built. We would have to find that Edison failed 
in'its duty to the public in keeping' t:he plant idle while' it 

• , ~ I' 

and the NRC were reaehing, agreement on these issues in order to find 
, ' . 

justified the removal of SONGS 1 fro~ rate base,because the plant 
is not currentlY'in use. Certainly it is 'in the public interest 'that., 

.- .' " ' • ' r .. 'l " ~" 

nuclear power pl~ts attain' t1?-e highest degree of safety. Therefore";' 
the extended plant outage necessary to achieve that hign safety' 

standard' was no·t inappropriate •. 
", ',1 ' 

Conditions • for Initial' Startup" 
Staff,Witness: Czahar'proposed two options with respect to 

init:ial st:artup. One option would permit respondents to elect to 
'. . 

remove their portion of SONGS· 1 from rate .base and 'to accrue an 

allowance for AFUDC until full power SONGS 1 operations resuce . 
SDG&E. argued for re.tention of, this option. 

The other o?tion would perms. t respondents to earn a return 
on SONGS 1 subject. to refund until January 1, 1985-, subject to a cap 

"', \ 

, 

I 
, I 
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.:,' l~e cannot agree with SDG&J:: arguments concerning the possible, " \ ' 

c=lative effect on ea;"'ing,' and. cOSt of capital of Wh~tit perceive,to be ! 
adverse decisions in this, SONGS 2 and " and,:its Tesoro 
proceeding~3 While SDGndoes not, control the operati,on. of SONGS 
1, it,is an active partner in that plant and has reaped -the benefits 
of low-cost energy produced 'by SONGS; 1. SDG&E'sratepe,yers should 
bea.r. no greater risk for failure of SONGS 1 to, operate on, a. timely 
basis than Edison's ratepayers. If' SDG&E elects to' place plant 
investment costs in a memorandum account, that account ,:ehould be 
subject to the'lower A1UDC rate rather than SDG&E,'s ra~e'of return. 

We will authorize respondents. to· elect either.:;,,:r the above 

opti~ns'1nasmuchas SDG&i: may w1sh'to act d1fferently from Ed1son. 
, ' 

Conditions under which .ILS' . 
Mod1:fics:tions: may beII!a.de . 

The'recox:d:,. is not clear with respect to the cost
effectiveness of future. ILS modif1cations. Edison and NRC have not 
reached full: agreement on the scope of the modlficat10ns'neceesaryto eet cu.r~e~t NRC'standards. The record indicates that ~greed-to ItS 
mO,difications will be less tha.n 5200 million, but the .8cope o'! some 
modifi·cations have. not· been defined, and those cos·ts will 'be 1n 

• " I 

add1tion. to the ,5200 ':m1llion figure. Moreover, "subsequent events may 

require additional moo.'ificatione unknown at· this time. 
It.a.p:pears that the agreed-to ItS tlodifications costing 

less than $.200 million will be COl3t~e:f':f'ective over the expected 
remain1ng 11fe of the plant, but more information 1s requ1red, to' 
confirm the ini tia.l information shown. Under staf'! witness C,zahar' s 

. prop.osal, we.wouldpass on the cost-effectiveness of additional ILS 
, ' ", '. , .. '" , 

modifications a.:f'ter restart, but before costly ILS changes ere· 

, 
'" 
1'1' 

, we takeof:f'ic18,1 notice of the :fa.ct that SDG&'E's bond, debt, and 
stock. issues were 'accorded higher ratings by Moody's Inves.tors 

:Serviee, Inc. and Standard.& J?oor's Corp .. on April ~, 1984 • .... ' .: . ' . 
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actually made. This program will give us continuous o"rereight over ,'. . 

SONGS 1 operations, will encourage Edison to reach prompt agreement 
with ltRC.eoneerning the scope and cost of future ItS ehanges, will 
permit us to pasa on such' expenditures 'before they are made, and will 
minimize ra.tepayers' exposure,resul ting from excessive modification 

costs. or prolonged shutdoWns. 
~here!ore"we will adopt a program under which we will 

order res:pondents .to file'a comprehensive analysiso'! the Its 
modifications to SONGS 1 (those :not needed for restart,).. This 
analysis shoUld: 'be :filed prior .tocommencing ItS or other 

, . . 

modifications to SONGS 1 (other than those necessary for ·restart.or 
und~rwayon the ef!ective da.te 01 this decision) and should reflect 
the scope o:f the work:requiredfor future modifications. as defined 'by 
the NRC. Respondents will be prohi 'bited from ea.rning ArUDC, or 

. including in rateoase any modifications not needed·fo·r . restart until . . . , 

•. find. that such modifications a.re cost-effect·i vee ' . 
~, . Interested parties (other than TURN) agree with the 

:foregoing.. . 'TURN would have all costs associa.ted with SONGS 1 placed 
in .memorandum accounts without provision for ,those accounts; earning 
at respondents' rate of return or ArUDC rate. We do not 'believe tha.t 
sueh.:treatment is fair to . respondents , shareholders nor neeess~ry to 
pro~e~t.'respondents' ratepayers. Such teatment would remove any 
incentive for respondents. to return SONGS: 1 to .full operation and, 

, ,', '. ,. " , ' . 

thus,may prematurely remove-,an economic resource oene!:i,eial'to' . 

cali!;~rn·~a .. ~lec~riC: consume;s.'· 
'Findings: of: "Fa.ct. 

1.' SONGS 1 is an. electriC power generating facility jointly 
. oWned. by :Edison. andSDG&E. :Edison, owns 80~' and SDG&E owns· 2~ of the 
:f'ae:r11ty~ Edis:Onis operator of the:f'acili1;Y· 

: ...•. 
'," ,,' . 

;,' 
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2. . SONGS 1 has been out of servi ce since Februa.ry 22', 1982. 
At that time,,' the decision was made by Edison to shut down the unit 
to'completeN'RC ba.ck:f'it modifications rela.ting to seismic, TMI,'snd 

. ' ,-
fire protection modi:f'ications. 

;.;. On Octo'ber 15', 198" we instituted this :proceeding to . . 
investigate, the'uncertaintywith res;pect to.when SONGS'1 would resume 
nor:lal commercial operation to- determine whether the unit should 
remain in rate base. 

4. The OII in this proceeding directed respondents to' file e 
report which explained· the current status ot SONGS,'1, including 
responses' to 'questions ;propounded in the OIl. That repo·rt.,. filed 'by 

Edison on November 14,1'983·,~. wa.s received as 'Exh 1'b 1 t 1. 
S. On' February 1,1984, the staf:£' filed its motion to· remove 

SONGS 1 from, the respondents ,. rate ba.ses. The sta.1':f" motion 
recommended expeditious hearing for the purpo~·of considering its 

~oposal. " ..... . .' 
.• . .... 6,~.· Public hearing was held ~ 'limi ted' to iss-des rais:ed by the 

staff motion, at. which respondents, statf, and interes'ted part1es had 
0z>portunity to appear and ,be heard. The evidence showed' the 

folloWing. 
7. As a result of ongoing seismic evaluations, certain 

modi:ficationshadbeen. identi:f'ied as necessary to> meet the NRC's .67g 
criteria and Edison intended to perform theseseismie: modf:f'lcatlons 

during the· outage., 
.8. In. July 1982 the NRC issued new guidelines 1'01' seismic 

analYsis': different :f'rom'the' c:riteria Edison had been using. Asa 
. resul:tEd.isondecide'd .. to slow the. se'ismic field work' until fin21 
.resol~tionwith the. NRC .was· achieve·d. 

'. , 

. '9.' On February 8, 1984 the NRC agreed by.letter with the 
.criteria'proJ)osed,byEd1son for restart • 

• '" 
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10. Baving reached agreement with the lmC, Edison estimates 

tha.t itis:nowpossibleto complete the seismic upgrade ,work ,tor 
restart of the plant at a total cost of approximately $;7.;, million. 

11. ~he plant ,is expected to return to service by December ;1, 
1984. ' 

12. After SONGS,1 has been restarted, Edison pla.ns to complete ~; 

the worknecessaryto'accomplish'the remaining NRC'required,backtit 
work inciuding~MI modifications., environmental qualificat'ion,fi~e 
protection, and SEP,work. 

" 1; > Edi~on and the :NRC, are currently attempting to ' resolve, the, 

scope and timing of this work through an ILS program which will 
provide 'for' completion, of the work during future refueling outage's. 

14. In August , 98;" the NRC accepted the methodology Edison 
. .' .. 

proposes to use to establish an ILS,backfit program. 

," 

1;'., At the end of,' 98;, Edison submitted its' proposedILSto 

~C .. ' The NRC res:ponded in January 1984a.ffirming the :T:l~th~~OlOgy but 
.jectingEdison's, proposed schedule. :- ~' , 

16. Edison subsequently re;vised the schedule and submi'tted the 
ne~ ILS, propoS3.l to the NRC on February 27, 1984.' 

17. Edison antiCipate,S that' the work associated with the ILS 
backt':i.,t ", program will cost less than ,$200 million ~ Not all the work 
which may. be required 'is included in Edison 'a cost es:timate. 

, 8. Respondents expect SONGS, 1 to' resta.rt at the end o:f 1984' 
after completion otthe NRC a.greed seismic' work. All other NRC' known 
required modif.1cations will be completed throu,ghout theILS schedule 
at an anticipated cost, of less than $200 mi.11ion. 

,19. Edison's economic' analYSis shows that" a present value of 
; , '.' 

cap1 tal·· ex:pen.ditu~es· of apprOXimately $;;5' million, subsequent. to, the 

res,tart of SONGS, 1, is cost-e'!:f'ecti ve to :Edison's ratepa.yers. 
Edi~,on:"8' 'analysi'sshows i'that: the ILS: modifica.tions will be .' eost
e:f':f'eet,~vea~" presentlYl'lanned; 
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20. Data presented by witness Czahar showed that it is 
beneficial to the ratepayers to complete theseismie work and restart 
the unit. The staff analysis shows that ratepayers would be better 
ott by S116 million if, the, unit were to be restarted, and tha.t the 
the maximum cost~ef:f'ective capital expenditure is $86 million" well 
above' $37.', million to restart the unit. 

21.: An additional $;7., mil:lion expenditure to bring SONGS 1 on 
line "by January'1, 1985 is justitied. 

22~ All of the economic 'analyses presented illustrate that it 
, , 

'is cost-effective 'and beneficial,to the ratepayers to restart SONGS 1. 

23.. Edison's analysis also shows that is may be b'ene:f'ic1al ,and 
cost-e-ffectiyeto,the ratepayers to' pursue the ILSmod1f1cationsas 
currently,proposedby, Edison t,o the NRC under Edison' S ass'umptlons: 

'," ,F, . " 

not ,fully tested on thi,s 'record .. 
Conclui,ioris of,'Law 

", 1,. Edison and NRC h~.ve reached agreement on the eri teria for, 
'." ,.ism'ic and other 'pla.nt 'mOdifications necessary for restart of 

SONGS 1. 
2. Under the agreed "upon criteria Edison plans :to complet-e, the 

modifieationsnecessary for NRC approval of restart of SONGS 1 about !i 

January 1, , 98" at an incremental cost of $;7 .. ? million. 
3. The expenditure of $3-7., million would be cost-effectivei:f" 

SONGS , operates only through the initial , 5-monthperiod until ,its 

next shutdown !or'fuel replacement. 
4- Respondents' ratepayers will benefit from restart of 

SONGS' 1 under such, oond,itions,. 
5 .• , :Based, on the two' pr'ior conclusions ~ immed1e~te closure and 

abandonment, of SONGS: 1 is not reasonable nor 'beneficia.l to .. 
res:pondent3 or their·ratepa.yers • 
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'.' 6. A pri:"..l facie showing was presen:ted to indica.te that it ~~ 
be cost effective to complete'ILS plant modification necessary for' 
lo~g-term operations. 

7. 'We should encourage c6st-effectivc modific.:ltions to SONGS l' 

that will permit it to operate as a viable generation resource. ' 
3,. As modified to give the' Comm.ission some flexibility in the 

sta~-:up date, the program advanced by staff witness Czah3.rconcerning 
" '." " • f, • ' . 

'~atetn.:l.king ~ondit:ions under which SONGS 1 may be res'Carted ,and may, ' 
o,e:'Clte after restat"t. is reasonable and justified, and will b~£~ir, ' 
to respondents .lIl,cl. to their ratepayers. 

" 

9· 'We zhould adopt the program specifically set forth in the,' 
orde~ whi'c~, !pllow$. 

10. ~his pro,cecc.ing should be kept open ''!or' receipt of furth~r 
" 

evidenceoni$sues~ot c6nsidered herein. 

INTERIM ORDER 

.' r: IS ORDERED th3t: 
, , , 

1. Souther!') California Edison Compal'lY' (Edison) and San D,i~go" 

Gas & Electric Compa~y (SDG&E) (respondentz) shall elect wit~1n 15 
eaY$ :?!ter the. e:'!ec'tive eate of thiz order whether to immediately 
r~?ove San Onof;:e Nuclear: Genera~ing St,ation Unit 1 (SONGS 1 )'froe 
thei~ :-espec;:ive rate 'oases as provided in Order1ng Pa:'sgre.ph 2,:~:~r 
zhhl:' elect to :f'ollow ,.the :procedures set forth in Ordering"Pa,r~er~,:ph 
3.' (:;diso~ arid SDG8-.E neednot,'make the sru:e election'.: ' "]','. 

". 

2. !f Edison or :SDG&E, elects to :-emove SONGS 1 from its;'rate 
. ... ....' 1" 1 ';·h +h ~., 1 ' l .. s •. a _ cocp y w ...... ' ... e ... 0. oWlne: 

a. Respondent shall reduce its authorize4 b~ze 
revenue amount currentlY,in, effect for 
calendar year 1984 in its electric revenue 
adjustment, me,chanism (E~AM) by $33,;76,000 ' 
for Ed,isor: or $1' ,492,000 for S:OO&E,to remove 
the costs of ownerehip 0:" SONGS 1 from ' 
3u'tnorlzed:oase rates. 

b. Responden:t' 'shall make the appropriate 
adjustment, t,o its electric re'ven.ue' a.dj'ustment, 
billing~factGrsin conjunetion with 1ts, next'. 
zched,u'led' revisions. to ERA~!. 

, , /
", 
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c. The effect of this reduction shall be 
reflected in the months of A~ril through . 
December 1984 and shall not cause an 
overcollection attri buta'ble to ERAM' 
collectible base revenues for ~eriods prior 
to the effective date of this order. 

d. On the effective date of this order, 
respondent shall accrue as a 4eferred debit 
the carrying costs of the monthly depreciated 
plant-in-service book value of its' inves·tment 
in SONGS·' using its rate for the allowance 
for funds. used during construction. This 
accrual; shall continue until one of three 
events oceur: (1) SONGS" returns to full 
commercial operations (200 conse,eutive hours / 
at 90% of. capacity or ~O days continuing 
oper4~i,on at 65% 0'£ capacity); .' 
(2) res:pondent(s) file(s) an a.pplication to 
decommission SONGS 1; or (3) the Commission 
orders ·:the accrua.l stopped. ' 

3. If Edison or SDG&Edoes not elect to comply with Ordering 

•

pa.ragraPh 2a.7. it shall comply with the following: 
Respondent shall.establish.i, SONGS 1 
balanci:ng a.ccount. 

b. Revenues. collected by respondent'l'ursuant to 
its last general rate proceeding (under which 
rates. were made subject to refund). related to 
return on investment on SONGS: 1 (excluding 
co:mon plant) and the aSSOCiated income taxes 
from Januar,r 1, 1984 through the date SONGS 1 
returns to full service (200 consecutive / 
hours at 90% of' capacity or ;0 days 
continuing opera.tion a.t 6S~ o~ capacity), or 
the effective da,teat which SONGS ,. 1s 
removed from rate base by further order of 
the Commission, shall 'be credited to the 
SONGS 1 balancing account. Operation and 
maintenance expenses for SONGS 1 shall not be 
subject to balancing account treatment. 

c. Should· SONGS 1 fail to· return to' service by 
January 1, .. 1985, or by February 1, 1985, snoulci 
the: Comm:tssion decide for good cause to extend 
the return to serviceciate by up to· one montn, 
respondent .shall begin to accrue a li~bility 
equalto.t'he difference between actual kilowatt-
hours (kWh) generated and the kWh thAtwn~ld h~ve I 

• 
been generated by SONGS 1 if it had reached a I 
monthly capacity factor of 65% •. multiplied by respondent's \ 
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average short-rt..ln avoided c'ost' (energy plus capacity). 
ThZlt .:\mount shall be credited to Account'253 (Other 
Defeired Credits). The offsetting charge shall be 
ch<lrgcd to the SONGS l' balancin9 .:tcCOl.lnt., 

" . 
6.. should ,the charges to the SOt~GS 1 l:>alancing 

account equal or exceed the revcn\lC crcd,i ts 
to the SO~GS 1 b.:l.lancing account for revenues 
collcctcc. fro:n Janua::y 1, 1984 ·through . 
Decc."nl::>er 31, 1984, respondent shall: 

(l) Cease the accrual of the liability. , ... , 

(2) In£'or.n the Co:nmission's Executive 
Director in · .... ritinq. 

(:) Continue to credit revenues' until SONGS 
1 is out of rate base. 

( .. ) ." File'an advice letter to rer..ovc SONGS 1 
from. rate b.:lse~ r,cc:.uce r.!l.tcs, and. start 
accruing allowance for funds used dur:i.:nq 
cons·truction.: ' 

(S) Refune 0.11 revenues credited to the 

• balancing ,account .with:i.n 30 do.ys aftc·r the 
effectivedatc.oft~c advice lctter~ Refunds 
should include interest at the balancing 
account rate on all :rcvenues collec1;.ed·from 
January 1, 1984 to the date of refund. 

c. Should SO~GS 1 return to full service as defined in 
O::d6t'in~ Pa.roe;.grD.pb 3.b, when. the cha::gcz to the 
SONGS 1 'b<J.lancir.q account are less than the. 
revenue credits to the SO~GS 1 bal.:mcingaccount 
fC?r revenues coilected from January 1, 1984:, through 
December 31, 19S4~ rcspo.ndcntshall: 

(1) ·Cc.iscthc accrual of the, li.:lbility. 

(2) File·.:1 lotte'r with. the Commission setting; 
ou'l: 't.he,acco·unting entries to clear the 
net revenues remaining in the bAlancing 
account. . 

4. The incrcment.:l.l'c:(;?cnscs for SONGS 1 plant modifications 

incurred after the effcctive date of this order shall r.ot'cxceeq 
$37.5 :lillion, except. upon further approval by this. Commission.' 

5. Rcs'Oonccnts shall seek further olop=oval ,0£' this "Commis~'ion' 
.... • , , ..., j, ",.. • 

for plant modifications' required' ul"'.der the Nuclear Rcgulatory:' :: 

such ' .• O~i~SiO~' ,s:tntcg;:atcci. Living. Schceulc before commencing 
... o(h.fJ.catJ.ons. . , 

, ~.) 
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6 ~ "l'hi::; proceeding sl"l~l.l rcm~in open for the r~ceipt of· 

further evidence. 
'I 
II 

7.. This inter im orci(~r r~zolves th~ thrcz.hold issue of whether 

SONGS 1 should be imm(;!diat~ly removed from r.lte base (;Ind holds 
1 ' 

~the ?rocec-din9 open for further hearin9· 

This order is effective today. 
Dated May 4,. 1984, ~t S~nFrancisco, C",lifornia. 

'!~ 
,I' 

.. 

.' 

e. 

i"' 

" 

- 38 -

LEONARD M. GRIMES, JR. 
President 

VI CTORCALVO . 
PRISCILLAC ... GREW . 
DONALD! )IIAL 
WILL·lAM" T .. BAGLEY· 

. 'Commizsioner~ 

l 



OII8~-1o-02ALJ Ivdl" AL'l'/COM/PCG .,. 
Czahar also recommended that additional expenditul"eS 

subject to rate base 'in~lusion when SONGS 1 is r~startedana,brought 
back to full power be limited to $~7.5 million, plus accrued interest 

at the AFQ'DC rate. Any amount expended 
above such limit would continue to ,accrue interest at the AFTJDC rate 

.' 
until, ,s. determination is made "whetherto permit investment' of 
addit.ionSJ. funds ot II$a!'ter the mid-1986 shut down for refueling. 

The wi tness included in h,is analysis, in :Exhi,bit 11 two 
sehedules which attempt to quantify the long~run operating risks, 
shoulCi . SONGS 1 not operate until 200~ (the end o:e/its current license 

'period). These analyses show, for example, t~ if Its ~apita1 
, " , expend'itures, were $200 million, SONGS , 'WO'llJA have to stay> on line 

until 1991, assuming a 65~ capacity: facto/' a.nd1,99'S assUl:l1ng a 50% 
, " " I " 

capacity factor. 'tbe wi"t:ness recommended that ILS expenditures 
should not 'be p~rmitted to approaeh'm~mum.amounts without 

", .", aranteesthat ra.te~~!?rswould not ear the full, risk for 
rational :f'ai'lures~, 

, . . . .' ~; 

Position of· ,Parties. On, 
Issues1n'Initial Phase 

The <pos:i t:ion,'of,:pa.rti are a.s follows: 
," 

Statf, , , 
1. The Commission shou a, or:der SONGS 1 to 'be rel:loved trom rete 

'base. l.:xh101t 19 contains t e specific ordering provisions :tor 

aceom:plishing this. . I . . 
. 2. In the al-:terne.ti vf' SDG&E. and/or Ec.ison shouldhe.ve thE' 
option of .continuing to earn a return on the pla.nt until Januax:y 1, 
1985. I1the:plant does ,riot go i,nto service by then, thecom:p2.n'y 

, "" , J,' ' , ",' 

. ChOO~,i%lg,that option,Wou¥- accrue liab11i t1es(s.ee . staff wi,tness 

Czahar'ts:Exh:tbit. 11, A.9f~ 
, l./, 
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• 6. A prima facie showing was presented to indicate_that it may 
be cost effective to complete II..Splant modification necessary for 
long.-term operations .. 

7.. We· should encourage cost-effective modifications to SONGS 1 
that will permit it to operate as 'a viable .zene~ation resource. 

S.As modified to give the Commission some flJxibility in the 
startup~te, the program advanced. by staff witneSj/Czahar concerning 
ratemaking condition's under. which SONGS 1 mar be estartedand my 
operate after restart, is reasonable and justif" ed, and will· be fair 
to respondents and to their 'ratepayers~ 
. . 9. We· should adopt the 'progr~ speei'fically set forth .in the 
order which follows. i. 

10. ~his proceeding should' be pt open for receipt of further 
evidence on issues. ~n:. con~idered , rein. 

fti7[!#ZldYl 0!l~! R 

• 
IT IS: ORDERED that: 7 

1. Southern cali~orni~dison Company (Edison) and San Diego 
• Gas 8: Electric Company· (SDG&j' (respondents) shall elect wi thin 15 

days after the effective d~e of this order whether to immediately 
. I . 

remove San Onofre Nuclear/Generating Station Unit 1 (,SONGS. 1) from 
their respective ratebB.3es as provided in Ordering Paragre.ph 2, or 

. I· . 
shall elect to follow ~e procedure,S setfor.th in Ordering Paragre.ph 
3. (Edison'andSDG&E;need not make the same election.) 

2.: . I:f'.Edisonol- SDG&E'electe, to remove SONGS 1 from its rate 
base it ~hall complyiwith the following: 

. I . 
a. Respondent shall reduce its authorized base 

reve;nue amount currently in effect :for. 
ca.lendar year 1984 in its electric revenue 
adjustmentmeche.nism (ERAM) by $3).;76,000 
for Edison or $11,492,000 :for SDG&E to remove 
the costs of ownership of SONGS 1 from' 
authorized base rates. 

b.. Responden.t shall make .the .appropriate 
adjustment to its electric revenue adjustment 
billing factors in conjunction with its next 

• I~eheduled rev1sions to ERAM .. 

- ;5 -

I 
I· 

\ 
I 



• average short~runavoided cost (energy plus capacity), 
a-~ 't105ed. :e:z= ;;;Q.~"OA-ift t:s.k pwQeeedill9"'r-' That- amount 
shall be credited to' Account 253 (OtherDefer~d 
Credits). The offsetting charge shall be charged 
to the SONGS 1 balancing account. 

I: i 

d. Should the charges to the SONGS 1 balancing 
aecountequal or exceed the revenue credits.· 
to the SONGS 1 balancing account for revenues 
collected-fro:n January 1,1984 through 
Dece::nber 31, 1984, respondent shall: 

(1) Cease: the accrual of the li~ility. 
(2) Inform the Co:nmission's Executive /"' 

Director in writing.. / __ .. 
(~) Continue to credit revenues ul)'til SONGS 

1 is out of rate base. / . 
(-') File an advice letter to remove SONGS 1 

from-rate ~ase, reduce r,i'tes, ane start 
accruing ~llowance forjfunds used eurinq 
constructJ.on. - / _ 

(5) Refund all revcnuesjCredited to the 
balancing- account wi thin 3:0 days after the 

• 
effective date of/the advice letter. Refunds 
should include it!terest at the balancing 
account ratcin all revenues collected from 
January 1, 198 to the date of refund. 

e. Should SONGS 1 re rn to full service ~s defined in 
Orderin$ Par6gral;ff.l. 2, when the charges :to, -the 
SO~GS 1 ba1anci~ account are less tha~ the 
revenue creditsl~o the SONGS 1 balancing account 
for revenues COllected from January 1, 1984 through 
December 31, i9S4, respondent Shall: 
(1) Cease tie accrual of the liability. 
{2} File a/letter 'with the Commission setting 

out t~e accounting entries to clear the 
net ~venues remaining in the bZl.lancing 
acc~1int~- . . _.._ . 

4. The incremental eX?enses for SONGS 1 plant modifications 
ineurre~ after the(ef~ective-date of this order shall not exceed 
$37;S:million, exceP:t:upon further approval by this- commission. 

s. Respondents-shalliseek further ,approval of this Commission 
- . 

for plant :codifications required under the-Nuclear Regulatory 
, '," 

_Oxm:u~SiO~'_S Integra~ed Living Schedule before commencing such 
"od.J.fl.ca tl.ons. . .. 
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, .• ' ' 

6. This :proceeding sha.ll remain open for the recei:pt of 
further evidence. 

• 
,." 
" , 

~h1s order is e1'fective today-
Dated ___ K_AY __ 2_19_84 __ , at San Francisco, California. 

\ " ,. 
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