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for San Diego Gas & Electric Company,
respondents.

Joa F. Elliott; Attorney at -Law, for Towards
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Eronski, for the Sierra Club, intervenors.
E. John and T. D. Clarke, Attorneys at law,
for Southern California Gas Company;
William Knecht, Attorney at Law, for
California Aosociation of Utility
Shareholders; Williem S. Shaffran, Deputy
City Attorney, for City of San‘Dfego;
Peter W. Hanschen and Steven Greenwald,
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Electric Company; and Brobeck, Phleger and
Harrison, by Richard C. Harper, Attorney
at Law, for California Manufacturers

: Association, interested parties.

Robert C. Cagen, Attorney at Law, and A. V.
arde, for the Commission staff.

. INTERIM OQPINION

‘a Summary of Decioion
T This intermm decms;on concludes that Southern California \
Hf:lﬂEdiaon Compeany (Edison), the operator of Sen Onofre Nuclear |
. Generating Station Unit 1 (SONGS. 1), has achieved an understanding
fﬁZWith the Nuclear Regulatory Commission (NRC) 23 to the scope and
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ﬂ;methods of making the plant modifications required by NRC for initiel
ﬁfrestart of SONGS 1, and that those plant modii‘icatione will be cost-
_ﬁfeffective.- Edison is. reasonably certain that 4t will achieve NRC.
}f'approval for. restart by January 1, 1985.

;fj ' The decision providcs two alternative methods of sccounting
ffgfor capital costs pending restart.‘ Respondents may choose to
éﬁiimmediately remove SONGS 1 from rate base, place current capital
'Fficosts in-a separaxe deferred’ debit account, and earn on such caoitAl
;f;costs 2t the utility s authorized Allowance for Funds Used During
{W;Construction (AFUDC) rate. Alternatively, respondents may choose to
?";continue to- book SONGS 1. capital coets and earn on such capitel costs
;. at the wtility! s authorized rate of return, subject to refund if
i ”SONGS 1-°is not operating at full power by January 1, 1985.
T “1. The decision also concludes that Edison has made a prima
7;'gfacie show;ng that the: presently known capital cdsts necessary to
4. pehieve the renaining NRC-required plant modifications will be cost-
, ‘cctive over the 1i£e i0f the plent, dut the full extent of such
;}_fcosts are not “movn. Therefore, respondents are directed to seek .
fﬁf3prior Commission approval for plant modifications made after restart.
i We also conclude that ‘Towards Utility Rate Normalization's

‘ﬁ3fn(TURN) request that we direct respondents to file for immediate

‘ 73abandonment of SONGS 1 should be denied.

f - This investigation was instituted by the Commission %o

f;determine whether SONGS 1 should be ordered removed from the rate
]cbase of Edison and San Diego Gas' & Electric Company (SDG&E), the.




#© owners end operators of SONGS 1.' These utilities were made

'p"=re3pondents”and“were directed to meke, as a compliance“filing, a
' f;report on the current status of SONGS 1. Thet compliance filing wasg
f?made on November 14, 1983 by Edison (Exhidit 1).
e . The. Commission acted uwpon the Motion of the Commission
| Staff (staff) filed February 1, 1984 to immediately remove SONGQ 1
jefrom respondents' rate base by setting hearings for the
fconsiderations of the issues raised in the motion on'February 27
if;through March 2 1984 before’ Administrative Law Judge Mullory in Sen
}QfFrancisco-’ This interim phaue of the investigation was submitted
'”“upon receipt of concurrent closing driefs on March 27, 1984.
Co - Ev‘dence was: presented on behalf of Edison, SDG&E and’
- staff.; Briefs were. filed by Edison, SDG&E, staff, TURN Sierra Club,
%;ana the City of San Diego (City)
- History of Recent SONGS 1 Outage- |
" - i. On February 27, 1982, SONGS 1 was shut down for the purpose
..‘ completing NRC ’backfit requirements resulting from the Three Mile
©Island (TMI) incident, NRC fire protection requirements, and limited
'd7'seismic modificat ons to the turbine dbuilding and other miecellaneous
'f”structures.‘ At the time the outage began, Edison expected $0 return
; "the plant to service in June 1982. During the course of the outage,
g 'several events occurred which consideradbly prolonged the outage.
el SONGS 1 is-one of 11 older plents that are subject to the
ffg]fNRC s Systematic Evaluation Progran (SEP). The purpose of the SEP is
”f*'.to evaluate these plants against current licensing criteria and
;v‘l'define specific backfit requirements where found nece sary. One of
?“:g”the areas reevaluated under the SEP is the capability of SONGS 1 t0

w1 order Tnstituting Tnvestigation (OII) 83-10-02 was amended by |
~ - Deecision (D.) 84~035-044 of March 7, 1984 %o include evaluation of the
« . . reasonableness of charges for replacement fuel during SONGS 1

o outages, and by D.84-01-063 of January 19, 1984, toiinclude

S livaluation of res leeving expenses as an extraordinary maintenance

'.“ €. R 3 ,‘ : ) . o i . : )
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_;vfwithstand seismic events-, This reevaluation of seismic capabili*y

“'f‘began in 1973 and has continued in one form or another to the
~present. Following the initiation of the SEP in 1978 this seismic
,reevaluaxion program was incorporated into the SEP.

o “' .. The seismic criteria being applied to SONGS 1 in the SEP

"ffare O 67¢ Housner resPonse spectra, the same criteria wsed for SONGS
' 2 and 3. The original seismic design criteria for' the plant for
” u‘-‘structures important o nuclear safety were what in today's
 _~ 'terminology would be consistent with O. 255 Housner spectre operating

ﬁ”'l basis earthquake and 0. 58 Bousner spectra @afetyJohu*down

§ f earthquake. Other systems, components and structune , such ag the
A ‘turbine building which conteins components associated with nuclear
: safety (static force criteria) were originally deslgned %o 8 maximum

ground acceleration of 0. 28 - , - : :
o In a November 16, 1981 report the NRC starf agreed with
- . T’Edison s conclusion that continued operation of the plent would be
| "acceptable in the in'terim until the seismic reevaluation and any
i“177~necessary upgrading were completed. The NRC staff also concluded,

i Qihowever, thax "near term modifications" were required in the North
wh:_ﬁblurbine Building Extension and West Feedwater Heater Platforn which
,@”;”ffwere originally designed to 0.2g static. S
2 2 - . At a meeting with NRC staff on Fay %, 1982 Edison preeented

('7»‘the results of its reevaluation, using the 0.67g Eousne* spectra, of
. the balance 0of plant mechanical equipment and pipinr required to
ol shutdownlthe plant. The reevaluation apparently disclosed stress
S values for certain equipment piping, and supports which caused the
:NRC staff concern as to whether the existing piping, pipe supports,
and mechanical equipment including its anchorage met the original
_licensing design basis for the plant.
. At 2 subsequent meeting between Edison and NRC staff in May.
rd.21982 the. NRG concluded that the plant could return to service and
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‘T]continuefto”operate at least until January 1, 1983 if Fdison could
Uidemonstrate:that the plant met ite original license design basis.
Sometine during May 1982 Edison attempted to demonstrate ,
‘that the plant met its original design basie by presenting %o the NRC
staif a discussion ‘0f the original design criteria, an explanation of
how the criteria would have been implemented in the m{d-1960s, and
"examples of lesser designed structures that withstood severe
"earthquakes- The NRC staff found Edison's presentation inadequate.
Apparently the original design calculations ané qupporting material
actually used to. construct the plant were not presented 10 the XNRC

, becauae they were. not retained after the original des ign was -

' completed ‘and approved.,_.‘ , ‘

_'_ Without such calculations, new engineering analyees would
‘have been required to demonstrate the plant's actual seismic
capability to the NRC which ‘Bdison alleges would have required Edison
to diver* its staff from the . reevaluation efforts then underway to

ring the plant up to the 0. 67¢ requirement and would ultimately have
_been fruitless becsuse the new analyees could not have been completed
.and approved by the NRC prior to the January 1, 198% deadline for
having the plant at 0.67 seismic capebility. Edi’son alleges that the

"new engineering work" which would have been required to demonstrate

. the adequacy of the original construction to meet the origimal design

‘criteria would have required approximately 6 %o 10 monthe."

. : By letter dated June 15, 1082, as, supplemented vy letter
‘”dated June 24, 1982 Bdison informed the NRC that it intended to
'complete ‘the reevaluation and make necessary modifications to. meet _
the Q. 678 Housner criteria rather than demonstrate that the facility
_--met its original Q.58 deaign basis. Edison also indicated its intent
‘pt‘to accelerate the reevaluation and backfit progran and expected %o be‘
- able to comple ve both the reevaluation and the required planr |
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R modifications in time to return the plent to service by November 1982

1‘,or December 1082.
' In July 1982 the NRC issued "new guidelines" for seismic
analysis that were different from the criteria Edison. had deen
using. In October 1982 Edison reestimated the scope of seismic
~ upgrade work which would be required under the apparent NRC criteria
and concluded that $150° million to $200 million worth of backfit work
would ‘be required prior to restarting the plant. .

| ‘Sometime around November 1982 Edison significently reduced
the seismic reevaluation activities then underway due to continuing
uncertainty ‘with respect to NRC evalustion criteria and due %o
concern that the high-projected cost of seismic and other vending
backfits was approaching the point at which the continued econonic

y.‘t viability of the plant would be in question. The seismic ‘
;"'- reevaluation and upgrade’ work was eventually stopped altogether in

Auguet 1983 pending the resolution of seismic eriteria. and the scope
of seismic upgrade work that would be required. Negotia*ions with
the NRC regarding seismic criteria and scope of seismic backfit
requirements continued throughout 198% and continues to date.

in’ early 1983 Edison, in conjunction with consultants and
vendors, initiated & progran to develop "acceptance criteria for

o seismic' upgrade work on piping supports. In Deccmber 1983 Eédison

submitted a repor* to the NRC detailing documentation in support of
its proposed ”acceptance criteria.” | From a reading of the NRC
staff's response dated February 8, - 1984 it appesars that Edison s
acceptance criteria was intended to- identify the miuimum plant
modifications necessary for the NRC to allow the plant to resume
service._ By letter deted February 8, 1984 the NRC staff agreed that
Edison s criteria, as modified by the NRC staff, were sufficient for
the plant to ‘be restarted "for the short term" until all remaining
seismic design issues could be completely resolved. Ihe "short term"’
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{,F"was de*ined as only until the next scheduled refueling, although
‘*Vj actual modifica*ions deternined necessary may be made at some later
| 'date. In its letter of Februery 8, 1984 the NRC staff stated,
W:"substsntial additional analyses and resulting plant modifications
would be necessary to complete the seismic upgrade program..."
In addition to. seismic backfit requirements, other plent
modifications were pending in 1982. These additional modificatione
, "were primarily 2 result of (a) the fire at the Brown's Ferry nuclear
" plant in 1975, (b) the TMI incident in 1979, (&) regulations issued
Cdnl 1979-80 regarding environmental qualification of equipment and
(a): the NPC s SEP.’ Tdison estimated in its compliance filing
(Exhibit 1) that the cost of these additional modifications to be "in
 the $400 million range" it implemented in an "uncontrolled and rendom
manner" according to the original prOposed NRC schedule.
e A As a result of the°e eetimuted potential costs, Fdison
.}r‘~initiated discussions with the NRC in order to establish an
. .ntegrated Backi‘it Program" and "In% egrated Living Schedule (II8)"
fﬁiriwfor defining backfit requirements anc phesing. plant modifications
T over a period ‘of years into the future. The NRC agreed in principle
Vh'jto such an “ILS“ in August 1982, dut rejected the Gchedule Edison
”_ ;,initially proposed. Both the scope of required beckfits and the
.+ ' schedule for implementing the modifications to be required were under
”'discussion at the time of the staff's motion.
o  Pdison hired an outside consultant sometime in 1983 %o
evaluate Edison's licensing strategies and technioal approeches to
resolve NRC backfit requirements. Torrey Pines mechnology,
diVision ot GA, Technology, completed the analyeis in June 1983 and
;*.concluded that Edison s approach was. "reasonable” and "consistent
) ‘with that used by other utilities operating nuclear plant
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N Issues Deferred to Subsequent Phases of OII
J_‘ The following reasonableness issues, of necessity, could
.. mnot. e explored within the limited heering time alloted to the

ffﬂdlnitial phase of this p*oceeding and are deferred %o subsequent
:;eiphases' |

S 1. Was Edison's failure to retain the original design
?vﬁ'calculaticns and work papers: which may have demonstrated that SONGS 1
;' ewas constructed to its original 0. Sg seismic design stendsrd
*-T;imprudento

e 2. Did Tdison act reasonably in choosing not to divert
;fostaif from its 0.67g reevaluation program to demonstrating the
fﬂ‘”plant'340 S5g capability?

, 3. Should Edison bave known in the sunner of 1982 that
o -they would be unable to complete backfit work to 0.67g by the end of
2:{1'1982 and migh* therefore meke better use of engineering staff
e demonstrat:ng that SONGS 1 wes constructed to its original intended
; 5e selsmic standsrd° ~ '
_ 4. -Was it reasonable for- Edlson to reduce seismic
ef'reevaluation efforts in November 1982 and terminate them altogether
) in August 1983"’
; o 5. Was- the alleged reduction in the scope of backfit work
:ﬂVidrequired for NRC approval to restart SONGS 1 cost—e’fective when
compared to~the incremental replacement fuel costs which were
o : incurred as o result of the prolonged negotiations between Edison and
e “the ¥RC ‘which were required to achieve the slleged reduction?.
N ‘ 6. VWere the replacement fuel cos ts as sessed during.the
'g'extended ‘outages reasonab1e° .
szsues Considered Here ‘f . _ :
e ‘. For restart 02 SONGS 1, the work remaining to be donme, the
;“estimaxed date of completion, and the estimated costs of such work.
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_ 2. For 1ong-term modifications of SONGS 1 needed to meet NRC
‘ requirements, the scope of the work to be done, and the projected
'Q_ costs of. the modifications. ' | ;
s 33. Whether it is economical and beneficial . to ra‘tepayero for
e . restart work to. be completed. ‘ s ‘
) 4.' Whether it is economical and beneficial to ratepayeru for
A‘i’.;long—term plant mod;fzcatzons to be completed.,
5 Whether respondent° should be prohibited from making any
dmodi*zcations to. SONGS- 1 not needed for restart, until the Commiesion
finds such modifzcations are cost-effective..
6. Whether SONGS 1 will be used and useful for future
| opera*ions.
o T. Whether the Commls ion should'remove SONGS 1 from
o “espondents' rate bace. o
‘Respondents” Evidence \ ‘
- As Edison is responsible for the operation ‘of SONGS 1,
.responden‘te' ‘principal evidence wes presented 'through Edison's
witnesses. . SDG&E's witness testified to the effect that, a8 it had
little control over the operating deci°ions that preceded and -
followed the shutdown of SONGS 1, SDG&E should not be pena’ized for
'delays in restart or ‘possidle cost overruns
_ Exhibdit 1 in thi° proceeding is the compliance report
directed to be filed in the 0II. That document reported in detail
the status of the work being undertaken at SONGS 1 for restart and to
fully meet NRC requirements, gmong other matters
. Witness Pogarty . (Exhibit 2) presented an update of that
report describing the current status of SONGS 1. According to the
4 witnes it 13 Edison’ S expectatlon that SONGS 1 w;ll return to
service on January 1 1985. ‘The witness testified that Edison had
reached agreement with NRC a3 to the work neceseary for restart and
-the criteria under which work will be performed. Edison estimatee
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w”i that the plant modifications necessary for restart can be completed‘
- for $37.5 million, in addition to that already spent (330 million
. sallocated to Bdison and $7.5 million ellocated to SDG&E).

- -qusentially the work needed %o be completed for restart is the
seismic improvements necessary to achieve the Q. 67g Bouser responee
spectra. Witness Fogarty believes that SONGS 1 will fully meet NRC
‘seis mic standards upon completion of the modifications preparatory to

- restart. As there is full agreement about the scope 0T the work to
Nt -be done .and the methods to accomplish that work, the witness believes

)_si' there are no substantial impediments to completion of that wo*k by

s fJamuary 1, 1985. o

¥ R Operations following the. January 1, 1985 restart would be

“"‘l{limited by NRC 0 one 18-month fuel cycle (there is a 15-month supply'

. in- the. core at this time), after which respondents would have to
"perform Lurther modifica*ions required under SONGS 1's.ILS schedule.
¢~~i The compliance report (Exhibit 1) conteins 2 "guesstimate" of ! $400

.million to complete all of the additional plant modii’ications _

e "‘fmandated by NRC._ This number was reduced to "less than g200 zillion®
by the witness after further reviewv. The witness testified that
-Edison is conducting ongoing negotiations with NRC concerning the
‘scope and criteria for. perforning the’ additional work to be dome to
' upgrade SONGS 1 to current NRC. standards. The post-hearing

_ information furnished by Edisom to counsel as # result of questiono
- of the witness indicate that the $200 million figure is based on the
revised ILS progran (Late-filed Exhibit 12) and additional II§ costs
'(late-filed Exhidit 14). The difference between the current *200
million figure and the prior $400 million "guess timate" ‘assertedly
results from the following fectors: | -

g1. A clearer definition from the NRC regarding
the scope of the backfit work and anticipated
negotiations with the NRC to reduce the scope
of the backfit work baged on industry
experience has allowed Edison to better

Tk
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EEI o .
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. estimate the cost of the backfit work‘that
will be required.

- Itenxs from Tadle 3 of Edison's response %o
‘the OII are restart items and are not
included in the revised $200 million
figure.

Iten &, "Purging and Venting System Valve
Replacement and Debris Sereen" of Table 5 of
Edison's response to the OII has 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
nillion™ figure based on anticipated scope
reductions.

Enclosure 1 of the letter from Mr.

Kenneth P. Baskin to Mr. E. R. Denton, dated
Pebruary 27, 1984, provides the revised ILS
(late-filed Exhibit 12). The items listed in
Table 4 of Edison's response to the 0II that
are not included in the enclosure of the
letter-are as follows:

Table 4 : ‘ :

Iten Yo. Description

2 Fire Protection Appendix R Safe
' Shutdown Modifications.

5 Diesel Generator Fans Automatic
Loading.

SIS Annunciator Window
Engraving.

Control Room Habitability, HVAC
Upgrade. -

System Voltege Degredation 4 kV
Undervoltage Delays.

ECCS Single Failure Upgrade.
Nitrogen Supply for PORVs and

FCV 1115 D, E, & F Safety
Upgrade. -

Environmental Qualificatzon of
Electrical Equipment. .
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E3 Ihefacope"offrablea4, Items 5, 6, 8, 10, 11, and 16 are under
- megoviation with NRC and ‘are o be resolved as part of SONGS 1's ILS
program., Therefore, the $200 million figure for completion of NRC.
| backfit iteme does not reflect all of the possidle costs which may
' need to e ‘ncurred over the remaining life of the SONGS 1 plant.
' thenSive cross-examination of Fogarty concerned the
‘reasons that restart dates were furnished which had not been met and
the underlying‘reasono for the failure to meet such‘commitmentg.‘ The
. responses to those inquiries indicated that Edison was aware thet a
‘ff_‘firm startup. date could not be advanced because 1% d41d not know
}'_’precisely what plant modifications were required t0 meet the revised
©' NRC seismic’ requirements. On February 8,1984 (after the bearings in
T'*.the initial phase of this'proceeding were announced\ the NRC Issued
y its. Ietter to Edison agreeing on the criteria applicable to the
| o sefsmic modifications ‘necessary to return SONGS 1 to normal ‘
3,,o'operations.v Based on that letter, Edison now believes a startup date
. December %1, 1984 is reaoonab‘iy certain.

' Edieon s witness Daniels preeented in Exhidbit S an
evaluation of the. economic Viability of the restart and continued
operation ‘of SONGS 1, using a "break—even capital costs” method. The
witness defined that term as the maximum capital expenditure that ca2n
be - incurred for the restart and continued operation of SONGS 1 over
its remaining useful life while remaining coet-effective to Edison s
ratepayers when compared to. obtaining firn capacity from other
sources.; The analysis applies to the maximum capital expenditures
thax can be economically justified subsequent 1o restarting SONGS 1.

. Edison's estimated SONGS 1 break-even capital costs’
assuming capacity factors of 50, 65, and 80% are as follows-'

2. T
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Table 1 |
| SONGS 1 Break-even

' SONGS 1 Capacity , Capital Costs .
Factor (Present Value: $1984 ?)

- (Millions)
s6 .. 8150
- 65% S - 8335,

L 80% " :. $520 \
;fVﬁ Edzson has projected that SONGS 1 will operate at a capacity factor
*7  of 65% over its remaining useful life. Consequently, Edison asserts
}f' that it can incur up to $335 million in capital exfenditures for

"Qplant modifications contained in the IIS while maintaining the cost—
.: effectiveness to BEdison's ratepayers of the restart and continued
2 -opera‘t:x.ons of SONGS 1. -
b e Late-filed Exhibit 14 contains Idison's estimates 02
;h '<backf1t expenditu-es for each of the f£irst three refueling outages
‘llowing som;s 1 restart, as fonows-
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Ta.ble 2

southern California Edison Company

Estimate -of ILS Backfit Expenditures for Each of the
Pirst Three Refueling Outages Fellowing SONGS 1 Restart

L _ ‘ : ,  Capital Costs**
' Backfit Projects* Cycle IX### Cvcle X*** Cycle XI#**  Total
" Three-Mile Islend: - = o ,‘ _ S : ,
' Modifications . ¢ 14 2 | g 24
,f_,f',_'__'"'.VEnVironmental Qualification 4 T o1
i Pire Protection 2 4 0 6
‘ﬁfg-[Systematic Evaluation S | . K
P Program _.-. 12 . 15 i 14 .4
Tota.l . %2 28 -~ - -
‘Projected Additional SR | S |
e ILS. Cost° R o - Less than 100
i lotal for TLS. Int egrated | o - -
' Backfit Program | : , S | Less'than 2QO
tes-”* ' | ‘ o -
*Itens identified in: Enclosure 1 of Edison's letter of -
February 27, 1984. Late-filed Exhibit 12. '
**Coets shown in millions of undiscounted 1984 dollars.

: ***Planned outage dates are set forth in Enclosure 2 of Edison'e
lette* of February 27, 1984. Late—filed Bxhibit g2,

Edison states that the components of the 8200 million
figure are shown for information as the exact level and pattern of
spending cannot be forecast with accuracy. Edison believes thet the
overall result will e, less. then $200 million. |

Bssed onthe: results of its cost analysis, Edison concluded

o that “the’ restart and continued operation of SONGS 1 is cost-effective
) to Edison E2 rstepayers. “Based on its projected capacity factor for
PR the remaining life of. SONGS 1 and its estimate of cspital

.!f‘expenditures'of less. than $2OO million necessary for- completing

i
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,modirications related to the JLS, Edison states that its confidence
o in its conclusion that SONGS 1 operation is economically viable is
' evidenced by its decision to proceed with returning SONGS 1 to
Vf,‘service by December 31, 1984. |
o Bdison's witness Fogarty testified that SONGS 1 has
established an exemplary operating record over its lifetime. As
. SDG&E's Haney testified the plant has provided signi*icant benefits
AR 7Y the ratepayers and is expected to continue to provide energy at
’ beneficial cost. Lo the ratepayers-h Apart from strict econonmic
: i'*benefits, Fogarty indicated certain noneconomic benefits of returning
““Ng SONGS. 1 to operation. Reductions in the emisscion of sulfur dioxide,
5 nitrous oxide, and hydrocarbons is a benefit to all persons residing
" in'the air quality-sensitive Southern California region. The witness.
vasserted that" the goal of a reliable power system performance is also
enhanced by maintaining a mix of generation sources including SONGS
_1, as: such 2 mix lessens reliance upon unstable foreign 0il supplies.
f . SDG&E presented testimony by Haney explaining the utility’ s
position. SDG&E is opposed to removing SONGS 1 from its rate base -
‘because SONGS 1 has provided useful service. and is expected to
; ‘provide future useful service. Even if the unit were not returned to
kfim'service, SDG&S ‘believes continued rate dase treatment should be
considered because of past benefits to ratepayers and because of the
:financial iuplications on SDG&E of this and ‘other issues before_the
Commission. The witness explained that removal of SONGS 1 from rate
base will negatively impact SDGEE's financisl position when R
considered in conjunction with the Te oro fuel oil. adjustment and
disallowed construction coste for SONGS 2 and 3. According to the .
witness, if the Commission were 0 resch adverse decisions in all of

i ‘those proceedings, the res ult could be potentially disastrous for
"A:SDG&E '
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| Stess Tvidence . |
, . Staff’ evidence was presented by witnesees Randhawa, - Long,
and Czehar. The prepared teﬂtimony of witnesses Randhawa (Exhibit
7) and Long (attached Exhibits 8, 9, and 10) was prepared in advance
of the hearing and attached to the staff motion. The prepared
3 7testimony of witness Czahar was prepared following Edison's direct
o "presentation and oontains recommendations and concluoions based in
z'part, oz Edison'e presentation. o '
Witness Randhawz
' Witness Randhava teﬂtified that (1) operation of SONGS 1 is
now uncertain becanse of NRC concerns regarding the plant'° seismic
safety and becanse the work nece sary for restart ‘has not been fully
: de_ined, (2) Edison had not conducted any coet-effectivene s study on
'restarting or backfitting the plant to accommodate the NRC mandated
plant modificetions, (3) Edison had not completed its negotiations
with NRC on its: restart and integrated backfit chedule, and (4) 4t
L take Ediron approximately one year to make necessary plant
modificationn.ﬁ .
wBased on . the above, Randhawa recommended as follows:

3\‘1.‘ The Comnission should remove SONGS 1 fron
‘ " rate base..

Edison should ‘be directed to record ownernhip
cost of SONGS 1 in a deferred account.

Edison should not bYe allowed tT0 recover
ownership costs from rates.

Edison should be allowed to recover in rates
all expenses necessary for SONGS 1 operation
and maintenance during the shutdown period
and should be allowed to recover
decomnissioning expense.-

‘If and when SONGS 1 resumes commercial
operation, Edison should be authorized to
include SONGS 1 in its rate base along with
all reasonadle costs incurred for necessary
capitalized modifications. ‘
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6. EFdison should be required to seek our
approval for performing any retrofit work not
 required for restart and for any retrofit
‘work in excess of $37.5 million for
restart. .

7. Edioon should be required to demonstrate the
cost-effectiveness of the proposed
modifications. '

- Recommendations 1 through 5 also apply to SDG&E.
Witness Long

_ Witness. Long presented tes*imony concerning +he manner in

- which the deferred account mechanism should be accomplished.

: Long,recommended that the SONGS 1 capital costs currently
in rate base should remain in the appropriate plant ir service _
account (FERC Account 101), but should be excluded from rate base on

’ the grounds tham the used and useful criteria does not apply because

of the uncertainty gurrounding the future use of the unit, as
- discussed by Randhawe. He stated that this position is similar %o
' Qe treatment adopted by this Commission for PG&E's Hum‘oold‘t Bay
ower Plant Unit 3 (Eumboldt). Bumboldt was shut down in 1976 for

‘ refueling and was never relicensed by the NRC. The Commission |
ordered the removal of Eumboldt from Pacific Gas and Electric
Company's (PG&E) rTate base in D.91107 dated December 19, 1979 (2 CPUC

({"Zd 596) and allowed PGEE to accrue the carrying costs associated with
“7 . the plant in a memorandum gcocount- The witness stated that SONGS 1

s in 2 similar situation'to that prevailing for Humboldt at the tize

of D. 91107, 'in that there is curren*ly no ¢lear indicat*on as to
 vhen, if ever, SONGS 1" would return to service. ‘ ,

L ‘ According to Long, the recommended rate treatment does not

v,deprive Edison of the: opportunity to collect carrying charges

fassociated with SONGS: 1, but rather places the company on notice that
 until the future of the plant is clarified, Edison's customers will

fg'..not be required to' pey- a return on 2 plant which might never operate
, ‘xagain on a commercial basi ‘

FTE . . S -
. Koo . [ A
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o Long recommended that Edison should be allowed 10 continue
“f?recovering in base rates all operation and maintenance expenseo
mfunecessary to keep SONGS 1 in operation while shutdown, including an
. allowance for the accrual of oecommiesioning costs; the digposition
. ef other ownership costs: (carrying cost of the plent) should be
. determined only after. the future of the plant as a generating

'resource has been determined. Thus, that portion of Edison's return

on rate base asoociaxed with SONGS-1 currently being billed: by Edison

should be deleted £rom base rate revenueo, and carrying costs at the

'allowance of funds used during construction rate should be charged 0

2 subaccount 1n the miscellaneouu deferred debits acecount (FERC

Account 186) Recovering any of the accrued carrying. cost should be

_predicated upon the final dmspocitzon of SONGq 1 and recovery of the

- acerued ownership costs in Account 186. The foregoing _
recommendations also apply %o SDG&E as 8 minority partner with. Edioon

SONGS 1.‘ , -
'“' ‘ © . The specific ordering paragraphs 'to accompli sh Long s

recommendations are set *orth in Exhibit 19.
S ' Long s Exhibit 9 shows the revenue effect of his proposal,
- as. set forth in the following table: '
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Table 3
SONGS Unit 1
Ownership Costs Removed from Rate Bese
Calendar Year 1984
(8000) _ |
SDGEE Edison

California Jurisdictional Rate Base
(Excluding Working Cash) | $52,924 $159,165

7' Rate of Return o 12.82% 12.65%
o after Tex | $6,785 $20,134
_”*.Net To Gross | 1.6937 1. 6577]
.. Gross Revemues - $11,492 $33,576.
LR S Distribution Amount Dmstribution ‘Amount

- ERAM Effects L
Collected in Jamuary 9.01% $1,035 8. 28% $2,764
Collected in February 8.40 | 065 7. 82

B q-tal Collec'red in Rates S AT.41 . 2,000 16. 10 | 5,374
e ount to Adjust ERAM ~ - '
Base Rates o 82.59% 89,492 : 83. 90% . 828, 002

Long testified that his. proposal would be fair because 1t
would allow a carrying cost during the period of reconstruction to
T SONGS 1 przor to its return to service; the stockho’ders would
"'~1recover the same type of carrying costs associated with other plont
’ _prlor to 1ts entering service; and the ratepayers would no% be
'required Lo pay any costs of ownership until aftef SONGS 1 was.
ﬂ”ﬁ{loperational again. :
| ’  Witness Czahar

, Witness Czahar s conclusions and recommendations are
_different from Randhawa s and Long S.

N
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S . The witness testified that i% appeared to him that 2

‘ deoision by u° on whether to exclude SONGS 1 fLrom rate vase depends,

"‘inﬂpart, on how soon SONGS 1 will be res+tarted if it is economical to

dofsoqi | L

3 Based on his review of the testimony of Edison's witneoses
’Daniels and Fogarty, the copputer model used to calculate the
economic analysis prepared by Daniels, and the avoided cost
assumptions assumed by Daniels, Czahar reached the following
conclusions: '

1. There are two distinct decision-dates,'that
is the immediate decision concerning the
incremental investment of $37.5 million for
restart on December 31, 1984, and

o decision date in mid-1986, at the end of
the 15-month operational period under 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 calcula‘cion of the incremental

”' osts and benefits to Edison's ratepayers if i+ expends an additional.
$30 million (its share of the $37-5-million estimated incremental
restert cost) and restarts SONGS 1 on January 1, 1985, as’ shown .
below-' ' ' : o
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Analysis of Edison s Incremental Costs
and Benefits of Restart of SONGS 1
on January 1, 1985.

(Millions)

S ; Tetal
Incremental Operating Costs- 1985 2 . NPV 1/1/85

- 0&M Expenses | : $27.1 $19.2 - 8%9.2

Y 6.5 4.3 9.2

 Payroll Taxes = - 0.4 0.4 0.7

. Nuclear Fuel (65% C.F.) 1%.6 o 17.7
e  ‘Total: Incremental Costs $47.6 3012 $66.8
WMF;'Incremental ‘Benefits o | S
S Avoided Costs (OIR 2) . 81%6.6 .0 8182.8
B Net Benefit B _ o 7 ‘ 3116'05

o The witness stated that, based on the above, ratepaye
5 culd be better off by $116 million in net present value (NPV)
'evenue requz.rements. Using Edison's 1.35 conversion factor. used to
: “vconvert ‘XPV revenue requirement to capital expenditures, $116 million
. converts to 2 maximum expenditure of $86 million.: Therefore, in his
Q"_opinion, 330 nillion of incremental expenditure appears to be well
“'ﬂ;lwzthin the range of net benefits produced by running QONGS 1 fLor 15
months, even if ‘the plent is abandoned after the unit is brougbt down
for refueling. If a 50% capacity factor is assumed (rather than the
658" capacity factor in the adove table) the NPV of nuclear fuel’ cos
s drops 84 1 million and avoided cost benefits drop $42.2 . millionm, ror'
2 net decrease in benefi‘te of $38.1 million. Dividing by 1.%35, the
o maximum justifiable capital expenditure is decreased to $28.2
' ‘,'million. Therefore, the maximum acceptadble incremental expenditure
‘ would be $58 million, assuming an achieved capacity factor of SO%
during the period January 1 1985 through mid-1986.

v . e
. L . -,
. v [T
o .’ .
. W -
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©° Witness Czahar concluded that an additional $37.5 million -
. expenditure to bring SONGS 1 on lime by January 1, 1985 is justified,
i,«based on Edison's estimates; should those estimates prove to be:
;‘qoverly optimistic, ratepayers could be harmed if the net plant
n balance were to conxinue 40 earn & return beyornd the date of this
ﬂ ~order. ZThe: witnes , therefore, recommended we give res pondents a
;i'choice.. Either utility could elect to earn g return subject to
}f»refund until January T, 1985 on. the’ estimated 330 million for Edison
¥ and $7.5 million for SDG&E expenditure and related construction work
f&['in progress if SONGS 1 is running at full power. on January 1,
f}»o1985. ' If that startup date is missed, respondents would begin ‘
'5".accruing (on Jenuary 1, 1985) a liability equal to each utility's average
- hort-run aVOided cost. The maximum accrued liability would be equal to ‘the
o revenues collected on SONGS 1 frop Janvary 1, 1084 through
' December 31, 1984, and that acerued liability would be refunded to
"7y.ratepayers. The witness estimated this maximum 1iabi1ity to be $30
lion for Edison. : \ A
L ' In the alternative, either respondent could: elect to Temove
fj;fSONGS 1 net plant from rate base and accrue interest at the same rate
- as the AFUDC until SONGS 1 operations resumes. '
i o The witness stated thet he believed the choices were both -
\"vrealistic and . fair, should respondent° choose 10 continue to include
.. SONGS 1 in rate base, the risk of delay would be borne by
klf,stockholders, not ratepayers.~

;“‘2 The witness recommended that the Commission adopt -1 crite*ion for
operation at full power of 200 consecutive hours as means of
, demongtrating that SONGS 1 is operating at full power, or, in the
’”_,alternative, SONGS 1 would. achieve an average capacity ractor o* 65%
over & 30—day period. ,

b .
VA KRR .
e : PN
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f o Czahar also *ecommended that additional expcnditureo
»'"subject‘*o rate base inclusion when SONGS 1 is reotarted and brought
‘vack to full power be limited to $37.5 il lzon, plus -
“acerued lﬁtereut at the AFUDC rate. Any anount exoended
'above such limiv wou;d continue 10 accrue interevt at the AFUDC rete
unti; a deue“minaT*Oﬂ is made whether %o p@rmlt investment o*
add***onal funds of ILS after the nmid- 1986 shut down. for re ueling.
*“e wztness lncluded in his‘“nalysis in Exhibzt 11 two
ochedu es which ‘attempt to quant ify the 1ong-run ope'atzng riuYs
‘ should SONGS 1 not operate until 2003 (the end of tu current license 
'perxod) These analyses show, for example, that 1 ILS e2 pita’
-expenditu:es were $200 million, ODGS 1 would have to stay on line
watil 19°1. aﬁsummﬂs a 65% capacmty factor, and . 1905 as uming 2 509 .
capac*ty feetor. The witne s recommended that 118 expenditures
- shou ld not. e pe*mitted 40 approach maximum amounts without
. guar n.ees that ratepo ers would not bea* the full risk. ’or
.pe*u iona.x. failures.

Position of: Pé‘t'ec‘On
I°suew in-.nxumal Phase: ,
‘”he“pos<t;oﬂ of parsies are as follows:
_ .he Commisclon chould order SONGS 1 <o be *emoved from rate
Exhibdit 19. contains ‘the cpecific ordering prov*s ons for
scoxplizhing. S o
: ) éf‘ In the alternative, SDG&? and/or Edzson should hove the
eption of coutxnuing 10 earn a redurn on the plaﬂ* unti Janua*y 1
‘085. If the plant does not go into service by then, the comp@ny '
| choos ng that Op*iOﬂ would acerue liadilities (ﬂee °ta £ witnesy
Czahar's Exh bit ", A.,) | | R
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E,I : 3. The Commiseion should permit Edison ‘to continue work
' designed for restart of SONGS 1. Edison bas estimated the cost of
' that work to be $37.5 million (Exhidit 11, A.9). At that cost, the
vork is beneficial to ratepayers even if 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 vpon plant
restart until it was determined whether to invest additional in
continued plant operation (Exkibit 7, A.8 and Exhibit 11, A.9).
4. .The Commivsion should order Edison and SDG&E to file 2
v comprehensive analysis of the cost benefits of further long-tern
s modifications (those not needed for restart) to SONGS 1. The
L analysis should be filed only after the NRC has defined the scope of
vwork 'equired for. future modifications.

5; Edison and SDG&E should be prohibited in ma?ing any.
mod...fica‘tione to. SONGS 1 not needed for restart, until the Commission
finds that such modifications are cos t-effective.

o V‘Edison ‘ |
- Edison asks the Commission to find:
1.i SONGS 1 will be returned to service in a reasonabdle time.
2. SONGS 1 is used and useful. |
| 3. Modifications neceasary for the restart and continued ‘
e operation of SONGS 1 are cost-effective and in the best intereuus of
.. Edison's ratepayer
) SDGEE | o
1. SONGS 1 should remain in rate bease, as both staff and
Edison have shown that is c0°t-effective and beneficizal to the
ratepeyers to restar* the unit, and as Edison and the NRC. have

- reached agreement on the work necessary for restart, eliminating
v previous "unce*tainty.
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| 2. Ratepayers have benefited and will continue to benefit fron
", operation of SONGS 1. Eowever, if <he Conmission considers removal
. of the unit from rate bdase, it should provide respondents the options
7',ofrered by staff witness Czahar, modified to provide for ‘carrying
B costs at the authorized rate of return rather than +he inappropriate
" AFUDC rate. '
. PURN - ,
1. The Comnission should igsue an order removing all ownerebip
and operating ‘costs of SONGS 1 from the rates of Edison and SDG&E.
2. ‘Edison and. SDGEE should be ordered to file applications 0
abandon SONGS 1 seeking recovery only of reasonable cost° associated
with the plant. : ' ,
, %. I the Commi°Sion rejects number 2. above, all costs
o associated with SONGS ‘1 should be placed in memorandum accounts with
+The stipulation that neither Edison nor SDG&E shall be allowed to

*i ecord any carrying or AFUDC costs in the account.
3 ‘ | Sierra Clud

1. Immediately remove SONGS 1 fron the respondents' rate bases.
2. Maxe all future SONGS 1 modifications. subject to. prior
. Commission approval after respondents submit a cost-effectiveness
. study as suggested by staff witness Randhawa including
T a. Preliminary engineering work.

b. Design work and: engineering studies (all based upon
NRC approved criteria and factors).

. Keep all currently completed or in progress nodifications
out of rate ‘base. until the above decision is made.
Citv - '
N | 1'. SONG° 1 hould be renoved from the rate dases of Edison and_
W:.f SDGEE until SONGS 1 is restarted and operating at 90% of full power. |

ot .
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' 2. Record the ownerqhip costs of SONGS 1 in a deferred or
memorandum account.

%. Require Zdison to seek Commission approval to perform any
retrofit wOrk‘not required for restart end for any refrofitfwork‘in
excess of $37.5 million for restart.

‘ 4. EHold additional hearings to determine to what extent rateo‘
, should be adjusted to reflect changes in depreciation expense,
- ]operatzng and maintenance expense, and tax expense.

- 5. Eold additional hearings to determine the accounting and
ratemaking treatment for the eteam generator ‘repairs at SONGS 1
'authorized in D 82-12-055- '

1"Discussion -

 The following dzscussion covers the issues raised in the

- s*aff'e motion and addressed in the initiel phase of this proceeding-
' . Is SONGS 4 "Used and Useful®

~ Several of the parties urge that SONGS 1 should be removed
on rate base (or the plent should be abandoned) on this basis that

SONGS 1 is no longer used or. useful. Staff witnesces Randhawa and
- | Long draw an: analogy between the condit;one at Bumboldt when PG&E'°
" plant was’ removed from rate base in D. 91107 and conditions exieting
et SONGS 1 ~and ask: that the same rate treatment de accorded SONGS 1.
: ,‘ D. 91107 recites the following- Humboldt had been shut down
L for three years for refueling and seismic modifications-: NRC had
‘ refused to authorize resumption’ until seismic work wes completed.
D.91107 (2 Cal 24 596 at 624 and 625) states as follows:

"PG&E s showing in this proceeding, with regard to
Humboldt, was far short of convincing. The
testimony and cross-examination not only failed
to support PG&E's conclusion that the facility
would be back 'on stream’ during the 1980-81
period, dut also raised serious doudbt as 1o

hether it will ever resume commerciel
operation. Eumboldt has now been shut down for
% ree years, and continueo t0 be plagued by a
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variety of problems. During this period, PG&E
rates have been set upon the assumption that
Hunboldt wes. temporarily out of service, dut
continued 4o be 'used and useful’ for utility
operation. In view of the great uncertainty that
is now apparent with respect to when, and in fact
if ever, Humboldt will resume operation, it Is no
longer appropriate for PG&E's ratepayers to
shoulder this economic durden. We are, by this

%ecision excluding Humboldt from PG&E'S. rate
wel

"Until the. future of the plant is ciari*ied PGEE

shall record all capital costs associated with
the facility in & memorandunm account as
recommended by the staff. We caution, however,
that eny additional capital expenditures on
Bumboldt will be viewed by this Commission

critically, and will be nade entirely at the
company s risk.

"In the interests of pudblic safety, we will allow
PG&E to:recover on-site maintenance and operating
- expenses for the present time. We are, however,
o ordering PG&E to conducet a2 thorough review of the
. future commercial potentiali'of the plant and to
submit to the Commission, within 6 months' time,
2 report demonstrating why the Commission should
not disallow all expenses which could have been
avoided through earlier decommissioning.

_ There is not & direct parallel between SONGS 1 and
i Humboldt, as stated by staff Witnesses Randhawa and Long. While
 there has been a long outage at SONGS 1, there appears t0 be w
reasonable indication that SONGS 1 will resune operationc. The
evidence indicates that Edison and NRC have reached agreement on the
V‘extent and nature of the seismic and other plant modifications that
- must be completed for restart of SONGS 1; Edison has provided an
estimate of the. additional cost for such modifications; and Edison
has furnished an anticipated startup date based on the agreement._
The evidence indicateu if the eetimated additionel costs of 337 S

N R
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"' pilion are not exceeded and SONGS 1 restarted on the anticipated
date, the startup and operation of SONGS 1 through the'initial,fuel

cycle after startup will be beneficial to respondents’ ratepayer

| ~ Absent contrary evidence we will conclude that SONGS 1 will

 be operative on the anticipated date and under the conditions assumed
by Edison. Therefore, we ¢cannot categorically find that SONGS 1 will
not be used and useful in the future. Eowever, because the plant hae
not operated over & 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 regulatory duty to
Tdison' 8. ratepayers by p*oviding for ratepayer protection in the

\g'event SONGS 1 doe° not ‘return to operation upon the date and under
the conditions aesumed by. Edison. '

Based on the foregoing, we will not adopt TURN s proposa’
that respondents be directed to file applicatione seeking abandonment
o of SONGS f.. As explained above, the record indicates that ratepayers,
1 @v:11 venesit from restart of SONGS 1 (at lesst through its initfal 15
| " nonths of operation), if additional modification costs are held to
those estivated by Edison, and SONGS 1 is-restarted on the
anticipated date of January 1, 1985{ |
" 'The staff and other parties argued that, 28  SONGS 1 has
been out of service for several years and as it will not- oPerate
before January 1, 1985 it ic not currently used and uses ul-
‘therefore, SONGS ! should immediately be removed from rate bage. Ve
de not agree that SONGS- 1 should be removed from rote base for that
reason. | o
' The evidence shows that the principal reason for'the long
shutdown is the need to conforx the plant to ¥RC's current seismic |
\standard ~The difficulty experienced by Edison in complying with
NRC 8 aeismic regulations wvere primarily a aettlement of the extent
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- of ‘and criteria for the ‘work that would meet NRC's current standardS‘
Those standards are more stringent than the NRC: standards in effect
when the plant was built. Similarly, backfit modafzcatlons foxr TMI
and fmre ‘protection are more stringent standards than those under
whach the plant was built. We would have to £ind that tdison fazled
in- ats duty to the publxc in keeping the plant 1dle while it
and' the NRC ‘wexe reaching agreement on these issues in order to find
Justafred the removal of SONGS 1 from rate base because the plant
is ' not currently in use. Certainly it is in the publxc interest thatg
nuclear power plants attamn the haghest degree of safety. Therefore !
the extended plant outage necessary to achieve that hlgn safety
standard was not znapproprzate.v | ‘

‘ Condatzons for Initial Startup

_ Staff watness Czahar proposed two optioms wzth respect to
1n1taal startup One’ optzon would permit respondents to elect to
remove their portion of "SONGS. 1 from rate base and to’ accrue an '
allowance for AFUDC watil full powexr SONGS 1 operataons resume,

SDGSE. argued for retention of this option. |

' The other option would permit respondents o earn a return
on SONGS 1 subject to refund antil January 1, 1985, subject to a cap
on modifzcataon_costs and a repayment feature should SONGS 1 fail <o
begin full power operations (200 consecutive hours: at 90% of capacity
or 30. days operation at 65% capacity) by January 1, 1965. This |
optaon would provide Edison a reasonable opportunity to bring the
plant back on line on a timely basis at its antlcrpated cost. If the

_tlmely startup does not occur oxr if estimated costs are exceedeo
Czahar s proposal protects respondents ratepayers

- The plan is fair to Edisom, as Edison's witnesses testified

-that ‘Edison fully expects to meet all the conditions imposed. We wall :
make one. modrfacatlon however, to give the Cormission some flexabilzty i
in the startun date, particularly as lt may affect the: future capacity %
level of plant operatzon For good cause the Conmlssaon nay’ extend
;the January 1 1985 startup date for up to one additional month..,,,? ”

"' }
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- . o We cannot agree with SDG&L arguments concerning the poss:.ble
L cumula*ive effect on earnings ‘and cost of capztal of what it percezves to be
"adverse decisions in this, SONGS 2 and 3, and.its Tesoro |
| proceeding-} ¥hile SDG&E does not control the operation of SONGS
y it i3 an active partner in that plant and has reaped the benefits
fof low-cost energy produced by SONGS 1. SDG&E's ratepayers should
bear no greater risk for failure of SONGS 1 t0 operate on 2 timely
‘basis than Edison's ratepayers. If SDG&E electe to place plent
investment costs in a memorandum account, that account ‘should be
subject to the lower AFUDC rate rather than SDG&E'S. ra*e of return.
We will’ asuthorize respondents to elect either of the above

options inaamuch as oDG&E mey wish to act. differently from Edison.

_Conditions under which. IS
Modificetions may be Made

| . The record is not clear with respect to. the cost—
L effectivenesc of future ILS modificetions. PBdison end NRC have not |
. B reached full, agreement on the scope of the modifications necessary %o
- - "et current NRC standards. The record indicates that agreed-—to ILS
i modification will be less than $200 million, dut the scope of some
nodifications have not been defined and those.costs will be in
addition to the $200° million figure. Moreover, subsequent evento ney
‘require additional modificationa unknown at this time.

‘ It appears that the agreed—to ILS nod‘f:cations costing
less than 3200 willion will de cost-effective over the expected
remaining 1ife of the plant, but more information is requi red to

'confirm the initial infornation shown. Under staff witness Czahar's
‘proposal we would pase on the cost-effectmveness of additional ILS
:modifications after restart but before costly ILS changes are :

3 we take official notice of the fact that SDG&E 8 bond debt, and
stock issues were accorded higher ratings by Moody's Inveetors
Service, Inc. and Standard & Poor's Corp. oOn April %y 1984.

'-fso-
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o actually made. This program will give us continuous oversight over
SONGS 1 operations, will encourage Edison to reach prompt agreement
. with ¥RC. concerning the scope and cost of future ILS cbanges, will

‘permit us. to pacs on such expenditures vefore they are made, and will

‘minimize ratepayers’ exposure resulting from excessive nodification
costs. or prolonged shutdowns. e

Therefore,‘we will adopt a program under which we will
order respondents to file a comprehenSive enalysis of the IIS
modifications to SONGS 1 (those not needed for restart,. This
analysis should be filed prior %o commencing ILS or other
modificatione to SONGS 1 (other than those necessary for restart or.
undervay on the effective date of this decision) and should reflect .
the scope of the work required for future modii‘ica’cione as defined by
the NRC. Respondents will be prohibited from earning AFUDC or

;.,Aincluding in rate base any modifications not. needed” for reatart until
W[' £4nd that such modifications are cost-e*fective. o _

‘ ' - Interested parties (other than TURN agree with the
foregoing. “PURN would have all costs associated with SONGS 1 placed
in’ memorandum accounts Without provision for those accounts earning
at respondents' rate of return or AFUDC rate. We do not believe that

j-such treaxment is fair to respondents' shareholders nor’ necessary to

‘ protect res pondents' ratepayers. Sueh teatment would remove any.

“incentive for respondents 40 return SONGS 1 to full operation and

'_thus, may prematurely remove an economic resource beneficial to
n Cali*ornia electric consumers- ‘

‘ ‘Findings ‘of Paet \ S

S Ten SONGS 1 is an electric power generating facility jointly

: H‘-owmed by Ediqon and SDG&E - Edison owns 80% and SDGEE owns 207 of the
- facility. Edison is operator of the £acility.

feree . -
Veoal A
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S 2. SONGS 1 has been out of service since February 22 1982.

. At that time, the decision was made by Edison to shut down the unit

%o complete NRC backfit modifications relating to seismic, TMI, and
fire protection ‘modifications. ‘

3; On October 15, 1083%, we instituted this proceeding 1) _
investigate the uncertainty ‘with respect to when SONGS 1 would. Tesume
noraal commercial operation <o determine whether the unit ahould
‘remain in rate base. :

. 4. The OII in this proceeding directed reepondents to rile )
‘ report which explained the current status of SONGS 1, including o
B responeee to‘questiona propounded in the OTI. That report filed vy
w‘, Edison on XNovenmber 14, 198%, was received as Exhibit 1
‘ 5. On February 1, 1984 the staff filed its motion to remove
SONGS 1 from ‘the reapondente' rate bases. - The staff motion ,
. recommended expeditioua hearing for the purpose of consideriug its

S roposal. : _
B ‘ - 6. ZPublic hearing was held limited to issues rai..-,ed 'by "'he ‘
“ staff notion, at which respondent staff and interested parties had -
‘ opportunity to appear and be heard. The evidence ahowed the
| following. ' ' '
7. As a result of ongoing seismic evaluations, certain
modifications had been identified as necessary to" meet “the NRC 8 .67¢
L criteria and Edison intended to perform these seismic modifications
L during the .outage- ' o
' L8,“ In July 1982 the NPC issued new guidelines for eeiamic .
analysis dif‘erent from the criteria Tdison had been using. As 2
| .resul* Edison decided to slow the seismic field work until final
xresolution with the ¥RC was achieved.
u9; on February g, 1984 the NRC agreed by letter with the
.criteria proposed by Edison for restart.

i .
Lo .
i . | |
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d"“‘l'p'
- 10. Having reached agreement with the NRC, Edison estimates
_ that it is- now possidle to complete the seismic upgrade -work for .
restart’ of the plant at a total cost of approximately $37.5 million.
11. The plant . is expected to return to service by December 31, ‘
1984. o S
:  12. After SONGS 1 has been res tarted, Edison plans to complete
- the work necessary to- accomplish the remaining NRC required. backfit.Vf
‘worz including QFI modifications, environmental qualification, fire '
vprotection, and SEP work-_ , « ‘ L

13,7 Edison and the NRC are currently attempting to resolve thev
scope and- timing of this work through en ILS program which will
provide “for: completion of the work during future refueling. outage

14. In August 1983, the NRC accepted the methodology Edison
proposes to use to establish an ILS backfit program.

15. At the end of 1983, Edison submitted its proposed ILo %0

C. The NRC responded in Japuary 1984 affirming the methodology but
jecting Edison s, proposed schedule. :

16. Edison subsequently revised the schedule and submitted the
new ILS. proposal to the NRC on February 27, 1984. '

17. Edison anticipates that the work associated with the I1s
backLit: program will cost less than $200 million. Not all the work
which may be required is included in Bdison’ 8 cost estimate. '

, 18. Respondents expect SONGS. 1 to restart at the end of 1984
after completion of the NRC agreed seismic work. All other. NRC known
required modifications will be completed throughout the IILS schedule
at an anticrpated co*t of less than $200 million. .

| 19. Edison's econonic analysi shows that a pres ent value of
capital expenditures of approximately $335 million, subsequent to the
-restart of SONGS 1, is cost-e*fective to ‘Eédisen's ratepayers.‘ |
Edison s analyszs showe that the ILS modifications will be cost-
effective as presently planned.

‘
X . , »
LTI I
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| 20. Data presented by witness Czshar showed that it 45
_beneficial t0 the ratepayers 1o complete the: seismic work and rcstart
~the unit. The staff analysis shows that ratepayers would be better

_ off by $116 million if the unit were to be restarted, and that the
: the maximum cost-effective cspital expenditure is $86 million, well
_‘above $37 5 million 40 restart the unit. '
21 An additlonal $37.5 million expenditure to bring SONGS 1T on
' line by January 1, 1985 is justified.
' 22, All of the economic analyses presented illustrate that it
is cost-effective ‘and benefieial to the ratepayers to restart SONGS 1.
- 23. Edison s analysis 2150 shows thal is may be beneficial and
- cost-effective to the ratepayers. to pursue the ILS modifications asf
';'x currently propo ed by Edison to the NRC under Edison 8 assumptions
§ not fully tested on tnis record. - ‘
Conclusions of Law

: Ed‘son and NRC heve reached agreement on the criteria for
ismic and other plant modifications necessary for restart of
SONGS 1. :
2. TUnder the agreed upon criteria Edison plans to complete the
nodificetions necessary for NRC approval of restart of SONGS 1 adout
,'January_1 1985 at an ineremental cost of $37. 5 million.
| 3. The expenditure of $37.5 million would be cost-effective it
SONGS 1 operates only through the initial 15-month period wntil its
next shutdown for fuel replacement.
4- ‘Res pondents' ratepayers will benefit from restart of
SONGo 1 under such . conditions.
Se Based on the w0 prior conclusions, immediete clooure and
abandonment of SONGS: 1 i8 not reasonable nor: beneficial to
- respondents or their ratepayer ' =k

|
i

N
r
‘
f
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| -'_ 6.  A prima facie s showing was presented to indicate that it nay ;
be cost effcc*mve to complete ILS plant modification necessary for
long-term operations. | | |
7. We uhou*c encourage céb_-effectivc modzf;catlons to SONGS ;‘
a‘ will permit it to operate as a viable generation resource. '
&. As modlflpd to give the Commission some. flexlbmllty in the
startup date, .hc program advanced by staff witness Czahar concernzng
"*atemakzng cond tions under waich SONGS 1 may be restarted and may. -
operate alfter. restar%.xs reasonable and Justlfxea and will be faxr
fto re,p0ﬂdeﬁts and to their rat epayera -
9. We "“ould adopt tne program specifically set forth 1n the
order whzch '91¢ow ‘ : o
10. This proceed ng "Hould be kept open for receipt 5% furthef
evidence on issues not considered herein. .

| INTERIM ORDER
- , I IS ORDERED that: | |
. 1. uouthem Californiz Zdison Cowpany (Edison) and San D‘ngo
| .Gas & Electric Company (SDG&E) (respondents) shall elect within :5
days afte* .n effective date of thic order wheth»r to 1mmndiately
remove San Onof:e Nuclﬁﬁr Genﬂra*lng Station Unit 1 (SONGS 1) f*om
 their respecrive rate dases as provided in Orde*ing Pa*agraph 2 o.
zhall elect o follow the procedures set. forth in Ordering ?a*agrapk
(“d;son and SDG&?'need not meke the same election.) ._:‘,-‘.'
Q.*‘ ?d<son or ‘3DG&E elects to remove SOWGS 1 from its rate
comply wzt .the following:

Res pondent zhall reduce its authorized base
revenue amount currently in effect for
calendar year 1984 in i%iz electiric revenue
adjustoent mechanism (ZRAM) by $33,376,000
Zor Edison or $11 ,4¢2,000 for °DG&? to remove
the costs of ownersht P of SONGS 1 from
authorized duse rates.
Resvondent shall make %he appropriate
adjuotmﬂnt 10 its electric revenue adjustment

billing’ factors in conjunction with its nex*"
gcheduled revisions, to ”RAb :

- 75 =
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Phe effect of thiz reduction shall be L
reflected in the months of April through -
December 1984 and shall not cause &an :
overcollection attridutable to ERAM
collectible bese revenues for periods prior
to the effective date of this order.

On the effective date of this order,
respondent shall acerue as a deferred debit
the carrying costs of the monthly depreciated
plant-in-service book value of its invesiment
in SONGS 1 using its rate for the allowance
for funds used during construction. This
acerual shall continue until one of three
events occur: (1) SONGS 1 returns to full
commercisl operations (200 consecutive hours /
at 50% of capacity or 30 days continuing
operation at 65% of capacity); :

(2) respondent(s) file(s) an application %o
decommission SONGS 1; or (3) the Commission
orders ‘the accrual stopped.

, ‘ 3. If Edison or SDGE&E does not elect to comply with Ordering
| _Paragraph 2, 4% shall comply with the following: o '

2.

b.

Respondent shall establish a SONGS 1
balancing account. o

Revenuesucollected'by‘respondent pursuwant to
its last general rate proceeding (under which
rates were made subject to refund) related to
return on investment on SONGS 1 (excluding
common plant) and the associated income taxes
from January 1, 1984 through the date SONGS 1
returns to full service (200 consecutive Y
hours at 907 of capacity or 30 days
continuing operation at 65% of capacity), or
the effective date at which SONGE 1 is
removed from rate base by further order of
the Commission, shall be credited to the
SONGS 1 balancing account. Operation and
paintenance expenses for SONGS 1 shall not be
subject to balancing account treatment.

Should SONGS 1 fail to return 1o service by ,
January 1, 1985, or by Febxuary 1, 1985, shoulé i
the Commission decide for good cause to extend i
the return to service date by up to one month, |
respondent shall begin to accrue a liability |
equal to the difference between actual kilowatt- !
houxrs (kWh) generated and the kWh that would have |
been generated by SONGS 1 if it had reached a i
monthly capacity factor of 65%, multiplied by respondent's)

-36-
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avcraqe short-run avoided cost (enexgy. plus capacity) .
That amount shall be c¢redited to Account 253 (Other
Deferred Credits). The offsetting charge ahall be
chargcd to tho S50NGS 1 balancing account.

Should”thc cha*gca to the SOKGS 1 balancing
account equal or excceed the revenue credits

- to the SONGS 1 balancing account £or revenues
collected from January 1, 1984 through .
December 31, 1984, respondent shall:

(1) Ccasc the accrual of thc l;ap;lzty

(2) *nform the Commission's Executive
Director in writing.

Continue to credit revenucs: untml SONGS
1 is out of rate base.

File an advice letter to remove SONGS 1
rom rate basc, reéuce rates, and star:
accruzng allowance for funds used durzng

constructLOn.”

Rgfunc all revenues crcdltcd to the
oalaaczng account within 30 days after the
affective date. of the advice letter. Refunds
should include interest at the balancing
account rate on all revenues collected from
January 1, 1984 to thc date of refund ‘

. Should SOLG; 1 return to hull serxvice as dcfzned in
Oxdéring Paragraph 3.b, when the  chazges to the
SONGS 1 ‘balancing account axe less than the’
revenue ¢redits to the SONGS 1 balancing account
for revenues collcctca from January 1, l9u4 through
Dcccnber sl 1984, respondent shall:

(L) Cease thc acecrual of the llablAlty.‘

(2) File a letter with the Commission setting
~out the accounting entries to clear the
net revenucs rcna:n;ng in the balanczng
account : . ,

4. The lncrcﬁcntal csﬁcnscs fox somcs 1 plant modafxca ions
lncu*rcd after the. cffcc ive date’ of this ordcr ‘shall not cxcecd
-$u7 5 million,. ewcco 'uoon further approval by thms Comm$s 1on.’

5. Resoonacnhs shall seek further aoproval of thlo cOnmL55lon't
for plant modmfzcatmons recuired under the muclcar Rcculato*y

b .iom:.ssmn 3 ..ntcg::atf*d I..;.vmg Sc:hcdulc bcforc comcnc:.ng suc"x
' MO&lflcathﬂS. ' | "
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o l. : 6. ‘Thid proceeding shall remain open for the receipt of

hurther evzdence.
7. Thms interim orowr rezolves the threshold is sue Of whether

aOst 1 chould be zmmodxatcly removed from rate base and holds .
the proceedzﬂg open for further hearing.

This orde is effective today.

Dated May 4, 1984, at San.Franciﬁco, California

. LEONARD M. GRIMES, JR.
. Prezident
VICTOR CALVO Lo
PRISCILLA C‘ GREW - -
DONALD: VIAL
_ WILLIAM T. uAGLEY ,
o Commx szoner*v

I CCR:LFY THA” Ih*S D”CISI N
YIAS | APEROTED BV TS, AHOVE O
COMMIZSI &ZRS TO“%Y-

{/Excc 1vo nmvn
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Czehar also reconmended that additional expenditures
‘j'subject to rate base inclusion when SONGS 1 is restarted and. brought
back to full power de limited to $37.5 million, plus accrued interest

" at the AFUDC rate. Any amount expended : v’
above such Timit would continue t0 accrue interest at the AFUDC rate '

'1funtil a determination {s made ‘whether to permit investment of
 additional funds of ILS after the mid~1986 shut down for refueling.
s  ‘The witness included in his enalysis in Exhibit 11 two
-5 ,schedules which attempt to quantify the long-run operating risks
~should” SONGS 1 not operate until 2003 (the end- of/ite current license
':pe*iod) These analyses show, for exsmple, that. 1f TIS cepital
"expenditures were" 3200 million, SONGS 1 would have to stay on line
until 1691, assuming 2 6‘% capacity facto?{,and 1995 assuming a 507
capacity factor.‘ The witness recommended that ILS expenditures
n xshould not be permitted to approach ngXinun amounts without
Ef* arantees that ratepayers.would not /bear the full. risk for
"7érational i‘silures. ;_, ‘ : -

.. "Position of- ‘Parties On.
"céIssues ‘{n In{tial Phase

Phe; position ‘of parti are as follows:
- Steff S | o
| 1. The Commission shoulfd order SONGS 1 to be removed from rete
f;-‘base.\ Exhibit 19 contains the specific ordering provisions for
K accompli°hing this.
| | 2. In the alternetiv , SDGEE and/or Edison should heve the
option of con*inuing ‘o earn a return on the plant antil January 1,
19€5. If the plent does. ot &0 into service by then, the company
A_IVchoosing that option wouyd accrue liabilities (see staff witness
- ‘Czanar 8 'Exhibit 1, .A,.9/) | |

. ' . *
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id," | 6. A prima facie showing was presented to indicate -that it may
B be cost effective to complete ILS plant modification necessary for
" long-term operations.
7. We should encourage cost-effective modifications to SONGS 1
'.that will permit it to operate as a vzable 3eneration resource.
8. As modified to give the Commission some flexibility in the
-startup date, the program advanced by staff wztnes//Czahar concerning
Tatemaking conditions wder which SONGS 1 may be restarted and may .
' operate. after restart, is reasonable and justified, and w1ll be fair
i to respondents and to their ratepayers. '

_ 9. Ve should adopt the program specifically set forth in the
order which follows.

10. This prooeeding should be Pt open for receipt of further

. 7 IS omsm that: / .
, 1. Southern Californiv/ dison Company (Edison) end San Diego
' Gas & Electric Company (SDG& ) (respondents) shall elect within 15
days after the effective d/ e of this order whether to immediately
rezove San Onofre Nuclean/@enerating Station Unit 1 (SONGS 1) from
their respective rate bages as provided in Ordering Paragreph 2, or
shall elect to follow the procedures set forth in Ordering Paragreph
(Edison and SDG&E meed not make the same election.)
2. . If Bdison SDG&E elects. to remove SONGS 1 from its rate
base it shall comply/with the following-

a. Res pondent shall reduce its authorized base
revenue amount currently in effect for
calendar year 1984 in its electric revenue
adjustment mechanism (ERAM) by $33,376,000
for Edison or $11,492,000 for SDG&E to remove
the costs of ownership of SONGS 1 from
authorized base rates.

Respondent shall make the appropriate '
adjustment to its electric revenue adjustment
- B , billing factors in conjunction with its next
| . \ /scheduled revisions to ERAM. =

- 35 -
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average short-run avoided cost (energy plus capacity), | /C:&,

r—tirirt—proceediro~ That amount
shall be credited to Account 253 (Other Deferred .
Credits). The offsetting charge shall be charged
to the SONGS 1 balancxng acecount.

l i

Should the charges to the SONGS 1 balancmng
account equal or exceed the revenue credits
€0 the SONGS 1 balancing account £or revenues.
collected from January 1, 1984 through
December 31, l984,‘xespondent shall:

(1) Cease the accrual of the liability. .

Inform the Commission's Executive
Director in wrxiting.

(3) Continue to credit revenues untzl SONGS
1l is out of rate base.

File an.advxce,letter to vemove SONGS 1

from rate base, reduce rZtes, and start

accruing allowance for unds used during
construction.

Refund all revenues, redited to the
balancing account within 30 days after the
effective date of/the advice letter. Refunds
should include igterest at the balancing
account rate onjall revenues collected from
January 1, 1984 to the date of refund.

Should SONGS 1 rethirn to full servxce as defined in
Orderlnc‘Paragrapﬁ 2, when the charges to the

SONGS 1 balanci acecount are less than the

revenue credits/to the SONGS 1 balancing account
for revenues cellcctcd £from January 1, 1984 through
December 31, Y984, respondent shall:

(1) Cease the accrual of the liability.

(2) File e/aetter with the Commission setting
out the account;ng entries 0 clear the
net revenues remaining in the balanc;ng
account.

4. The incremental expenses for SONGS 1 plant mod;fmcat;ons
anurred after the&:ffectzvc date of this oxder shall not exceed
$37. 5 m;ll;on, except upon further approval by th;s Commission.
5. Reapondents shall seek furthez anproval of this Commmss;on '
for plant nodzf;cat;ons required under the Nuclear Regu-atory
omm;sszon s Integrated Lmv;ng Schedule before commencxng such
odmf;cat;ons.. :
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R 6. This proceéding shall remain open for the receipt of
_further evidence. o | . |
:Dhi‘s'_ order is effective today.
Dated 2 1984

, at San Francisco, California.

/LEOXI‘\-FD xlolc?\:ms.q m.’
o ‘ T Prosidont
VICTOR CALVO - '

PRISCILLA C. GREW -
DONALE VIAL = .
WILLIAM T. BAGLEY

C o Commissioners

’




