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.. "~A .. :82-02-40·~;et:al:. -: -:.ALJI jetjto !::::.: ~ =;::. ""\a". ~ ~ f"".... ..... ~ .. ~." 
• .01 ._ ....... .., ~ ;".,J"~ • 

On::'?~bMlary' ~~'(8:,~ ~;1"9~ Southertl::~Ca'l!-r*n:1a? '~'i30ti~ ~pa!l,y:'2 • 
~ '(EC11::,onf 'ril:ecf )~:pp'l~ea:t·1"on{A.:)~ '82-·O~2-l;'O:;w1't~· th:e" COmm1'~~:s'1on~~t'o-": ': :-;-:~ 

.... :, t ... ,~.".'"_'\_''' ,r.,. ... _ ........... ~ ... , .... ,! ... , ..... .". "'", .. f"z, \. •• ..., ....... ' •• .",.", _.~ _ recove'r '·th'e" 'CO'3t'3 "O't 'own:1ng';' ·opera'ti"ng,. '-a1l4; ·:n.a!nta1n·!'ng:~a:n!':O,nor~~.:· 
,. "r' ~ ..... of','" .... If:, ~ , ... ,.. ,.' ... ,' ... , ,I -:: ~ .. • , 'I ., ... ,~ \". ',.......... - f'" .j -;::. - ". "'") - rlJf, .... ,,-} 

Nuclear :Gen'erat1-ng> St'a:t:1on Un1't 2'. (SONGS '2) ,: '" San-' 'D!-ego- Ga~ &- ,:,,~. '''''~ 
...... ",'.,. " ,I. \.~ ..... " • to.. _ ........ _ ~. , 

-"Elect'rJ:c' Company ':(SDG~if ~tfi:.e~d" ~£t'~" eom'Pa'ri'fo'Q~ :-a-pI>!:;!ea~rO:n-:', :. ,; ~:' -, ~ .': :; :-

'k. ~Z-;03::;6j, '=to":" =i~s ": Cio 'ier~rit" fn:t'er'e~'t: (in: :SON'GS~ :2:: ~on:;-=M'areb= H::'T"8:, '::::-:~,:, 
.:' '~f§8~2. i. :-'On ::Sepi'imbe~ ';;7 ;: :r9~ -""tlle' ~omm1~'~'1:O:n: ;~3::iued'; :'Dee,:!."$i·o:n:, ~:CD~'~ ::-:--: 

S3'::o<i-007 iiia~l-j,~h1ng the ~MiJor: :-A~(f1 t~on:st!'A~j\1~tment>~cra:uM~ (:M'A-AC);' 

proee4ure;can'ci::1n£-tial M'A"AC ':rate~:.~#~nle= d:ee.is:t:on;Ca~~::.e::s:tibl~d:::.a 
?ha~e- ':,'i ::ro"i-: tbe'.se ~:'p';oeeed'1ngi ~to':'e¢n~<£d:er-: :th&=n'.ee<1: ·!orIR~ :e'a~ ·~:r..or'::t.be 

- ~ """," ',. io ..... "', ~ ~ ..... t"\ .'& 1', ,. "J ,'" ... .- _ " _' ..... , ," _.... < '".. 

target ca;;ac1 t'y -factor ~(.orCF) 'proeed.ure ad'op.te<J.: !-n~c1;.na't- ~-ee':t~1'<>n'='a:,s.:: 

~ell as to consider the p()ss1b111ty or adopting an al:te!"nat~Ve ':':::::;;. ': 
,:', ,~. • .t't "'II , ... , ~ "'0 ~' .... , I·, I~ - ',. ... "" 0#1> .... ~ &,.. -.- ..... ..... ....... '",.., • P ,. '., 'J .... "\ _ -:... .... ....... - • 

ra temaking "meth'~orogy -'other· tban'c'orlvent!onal ~ s'tr'aight-t'ine ' 
.• dep;~ei~ti6~ ~~1g!nal::'~o;t (SLDOe 6r~convent~onalJ':rat:ema"k,:t%lS';~'~"~ ',"c' 

On Oetober 4, 1983 E41~on !lla~e a suppleme:ltal ril:€ng'~'~n::'-:, 

A.82-02-40 torerieet~1984~inve~tment:arid~rion1nve~tment-related eo~t 
:~- -.. (;': .:. ;-I"J -; .::- ~I: :: 

t1gure~ tor _SONeS ,,2., .On October 5, 1983 SDG&E t11ec1 A.83-'O-12 
... ~~ ... , ..... _"'" ::: .......... :,.;1:.."": .!~ .. ::-:.: C'::;:_" ,_ .. :0': ~~'It)~ r:t'~~, ~'::,-,' 

reque~t1ng :s!milar up4at!ng o~ SONGS 2 eo~t3 •. ':<>~ October 2', 1983 

,:-:Ed1~o%l- r1le4~·A~·83-'O-36 ::%'eque~~1l!g:;t'hat :::~O~GS 3~b.e~g~v;e:;:~1:n11ar MAAC 

t~a tmen,t:: :from·: the-: <:ommer<!'1'al~ oJ)oe.r-a..t,,1ns:: ~a~; :(.~OD,~,: ,of~, S9~9~ ~:" ~?!~?Sh 
December""': 3:t:, "98~:. ,:.:S.im11aI;1y':,.::SDG&E',;t11ed.,.A..e'3-~ ,1-:19 Lon,.)rovemoer~:4, 

, • --.~ .." ........ .... "<i ... __ ... _ .. , .. .",;'~...,; __ .. ~ ... ~ 

1983 tor MAAC t:-eat::nent tor it:s 20 pe:-cent intere:st in SONGS_3 • ..,._ ... 
- I • ..,J ,.". •. ..,J .. ~ .... ' 

!he:se matters ~ere con:solidated.tor hea:-1ng:s in Pha~e iB •. 
. -- ':;;' --.. ~': ;, -:: ~-~ :. ' .:' '/' "'~ :''1:-: ~; I ~ .. : • 

During the c"o·u'r":s·e-o·rt1le-"1l'e'3.rt'Ug~, certain i tem.:s were tho! 
..... " ... , .. :.' r·'" ('" - ,.,.. -, I' - - '" ~- - "'", ',.... ,. - '" " ... , , , ".,. . 

, " su'bje'ct' of" 3tipu'lation-'and.7or~ 1nterlm- dee:t~1on~'~: - D~a4~O~-038 date~ 
::- :Sa:n:Ua:ri ;S~,~' -"9;8-4~:: aUt'horized =E(f{':io~' a'no": SD'G&,E::~ ~rue;.:1tr 1:.~: ~O-: 

- '.. ,.. .. 1- " .... t'" ,..', ,rl Ir'-, t"", '" - • .-

balanCing- 3'C"eOtlnt the- add'it:1ona1. 1nve~,tme:lt-r~late4 co:st:s.::t'o:r..:'SONOS 2 
"';~. ", ........... ' _ .... i" t.. , .. t' I~ ~ , "" ,~ .,j.; .". , t..,.. " .• , 

. not '~reV':1:otl'~-l'Y 'con~~d'et"ed' "in· '-D .::S3':O~7 ,'I (3u-l>j.ee~'.:to": r·ea::5ona'bl:en~ 
"~~~v"'te~ :!.S ~P'ba3e" '2."':..~' ~D-:':82r~3~ "1~ -da:t~:'Ma-r:eb:-:':r, ,';,9'8:ztc'atZtho:ri~e:(!:: ~ct13on 
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MAAC tar!!! 9n4 ~l:so au~hor1ze4 1%lelus1on.~o!~.inv~stme%lt~r'2'lat.ea-eo$ts· 

tor .SONGS 3 in the MAAC ba laneing aeeo.unt when the COD er! teria has • 

been oet. On Ma~~h 6.". j98·~ Ee.ison. SDG&E and the Commission !Staf~: 
., .. ~. '. _ .• ~:: ~.\ ... 'I'a ::' ',. I,.: .,;. ::.:-' .~.'~.~ I ..... 

(starr) t11~d. a :stipu"Ia't-r-o'n-r'e'e'omr!:l'e'O'd"tn'g-the-aeopt1on or the starr .s 

e:stimates tor non1nve:st.cent:-~.t.~a:..~~n~s !'or SONeS 2& -: tor 

'98~·.!: :::D-..... "8l1-:O~_0:59:;~<1~.: .Ma:r~.z.:'T:~..:.':,1-9~;;1-.mp:'~,Clep..~::.~?~:s~~. 
non1 ny~~t:m~:n,~~r_e:.l:!!.1"~c.d: e,xye;ns.e;s_ :as_,w:el.a a~ .i~ve!Srtme.n.t-r.e,lat.ed, r.a.t.~.s..:o 

_. •• - - .,' ..... ~.. .... .~ I •• , .... v _... ." ___ ~ .. "'" :!"'~ ,.....;.,1 __ I, \. ...... I";,ot __ .:. I' 

the:.'e:xt:ent~, ~.Qr;. ,the· ·then- ,.e$t..im3 t.e.d\ .rue1- .3~ vingz . ..rr.olll .~.h~ "opera tion o~ 
, ..' J ,.,. ,,",. .... ..' ". __ • • .... l' ~::." __ ...... • -" .... , ...... ij:. _ . 4' .1\. ....... _..,,' ";,....., .. or : .. / ::r:~: "": '~i ' .. ~ ::;.::;. (,:, "': 

SON as ":.:. ::, .It- ~;.o 5= O:5:~ d =-r··~ :~:~y~!~,:: '.:9 ~f~' ~~'?:~p..,~,!,~ ~e.~:;.':.e;;.e~-:~:~~ "::. ~ .. : -:. :; :~. 
a4ai tiOO'll . .no:o..i:n:v:-e:s.~me:~r.el:a.t.e.d . ex.pen.:s,e.s. ·~or.· . .sJ:).G&E .~.u~ .. _t.o. 'b~!..~.l~::g, ,01: 

., •. ' -~ ~ - ~ ..... - - .. .-I - ... ~ ....... __ ,. '. _. :.I .. ' ,.., ' .. ,_ .!' ' .. ",!II ";"'v; _II...I..J ......... "" ::.,:~ _..:;.. 

home ,();r-ti~·; .~P;e:n~e$~ :~Y.:; :.Ed4 _~ ~n: ~wh.~ -:~~, ~O.; ~~_tje;;!~ ?:.rr!-v:~~.y:: .• 

The dee:1s1:on; ~,U'~.t:he:~: :J..n.,e:re:a:~~d . .::1..n:.v:~s~.m.~.nt:~~r:el3;~e~ ~\::~~!:-::~~o ;'jt}e .:.::~~::-; 
of.; :~,the a:d¢;1:t.r1:o~'::::f:ue.l ·..sav·i~,gz.:s..t.i~~u.lat.ed . ,to. by~ ,SD(;'&'E.- ,.C!.ndth~: Z.~?~ 

~ ... _ .•. ~..,....- ............... ~ .... '" ..:., ....... ,. ___ .... *"~ ... -.J.!) ·..;~-'7.l"'·-.:. .... 

Fina,)·1:y.:,:=E<11:s;on)-:: .:SDCi:&;E:~!.::a,n4., :;t;a-!'!' .~t.~~~l~:t.~.~ ~.:~~::.::u~~= DO~')~~::.::> :,"; C 

:.~.i1lv.~s;t·~ll>t~re;1ftl:1"efJ.,:.a.m~u"n:ts: ... j:ot" . ..!nter.~1c_~e, .. ,1n~th.e ,.M.AAC. 1:I,a,1.03%lcing .. /": 
...... 'O¥ .... "'. - - '" '" """., ... _""'" .......... ~ ';if.. . ..... :,..,.. • .;" It""" "" 'w".. ,.;. ~ >~~ ..... :.,,:"', -:. 

ae.eount: ~~~~)le.ul'3.:t:i-oU$ ~uJ>j.ec:t. ~o "r.u~tJ:ler 'r.e3..$o:la~·leXle~:s. )::e:~!.ew _1~ ._ 
... ---.I .. ;../.4 ..... ~ .. , ........ , .. _'_ .......... , .......... / .. ..,.~_', . ..- ... "' .... -,..r.~"'1 .... -;':...J ",,",·"':Jl:"":~'"'''' 

Phase" ,,·:2,.;··' ~. ,..,,... .... :;. ...... r~ ..... , .. .".. -'~ ... ,. f"" ....... 11'.,1< .. ,.,. ... ~ ' .. ' '.... • .... .... ",J.. • • " .. 
.. ....., -' .... '" H .... - -.' ... # , ~: ... _ '. w; -..... ~ ",", <{t! ..,' ~-.I""'''' -.. _ c _ ....:. ''; ... r"-, ~;.. .... ~ ~ :;..: ':0. ~ 0 ~ . c-: ~; ~ .. , ;: .. ~" '.: 

:: .. / '~::. '::-:;. '::Iri:'a'd~'1 t£on i:reia!ni'rig:::!ssue ~ :l):"i~!'ed ~ earlie!"':11n': , 98u ~ :on 
,I;" ~,.,~,_ ",,,, ,. ___ ,- """,'. '(-J*o..~... ' .. . I 

.. • .... he'ther 'D'~ 8~'::;'o f;'034~' whi'c::h~:; al::th~::!:z~:' <1ef.e~e.d.::~eb1.t~ a-eeo·tm:t~·%lg.: tOor:: 
, ' ... , "" . ," ~. ,..,.. !'t," • ~ .... -; I' ' ... ~ - 0'11 ,.... t, _, .... ,... ,,' ... "', . 

. SONGS··2' eOXlst1 tut~d-t"et:"o~~t:' ve': rat~:ak1ng·· neJ!'e$. to':'be a<1dresse-d:.i:l 

• .:.. ~.,'.;."": :-.' -:: ,ro.; ~ ,t.~ ~', , .. , "., ..... 2 '.'~ ...... ~.I ~ "'.. ~ r:-, ~ .•..••. - .. ' ••. ' '.1, " •• ~ ~,,~, 6. ~~ ,:.,.... I'"t,." ,(.} ...... _ _ ~ ........ " _.-. 
_, ~., .-- ~ - - ~ ~ " -- n ~ ~ .'~ ..... : ... .., ! .. ",~ ".\,J.~~:-;' __ 

.' ~ ,', _ ,.',,' . _", ~ _ ....•.. ,~, I •. : .. SUm::l'l':-Y of 'O~e:! sion .... 
• t',"' ..... .... , ..... '. "" ., .. - '" -,.. ':F~"'- ."'-rI',.., •..• , .. " ... ~.' '.'~'_' ... .I/Iw'....,.=~ ':"'4~':: ~:.::-:::--:!.::::' 

.: ':'::.'.:: ; .. ;~. :th1s,. decis j "r.:' ~'O.tho"',1z.es,., Edi30~. and_SDG&E. to~ in.et"ease .. th~!.:'" 
_ ... .. • ~, • \01 t. ~_ ..... ". :.4,_ ........... _~.,'.~_ .......... · .... 1 "" .... , •• , ..... :....,; ... 

t-!A~AC--: ~e~hi1)"·':t:a:.t:e:.ta~1ff.~ !~r.: SO:N~.s;':2~, :3,:. ~y!!!-.~m~.n:~::e:t ~.,:~~:;~e:~~:s 
bY$3CO;~'Qli:ll'lon"n<1! .$:84 .. 9:: m·ill~'!.-on~ .:"~3~~~~:'!.y.ely~: -;r¥':I~r:;~~:.e::}..E~·.-: 
:Ed:i"SO~:S'::MkAC,,: r.a:te: ¢"l:l.: ~'be. ~:t~t.~:d -by;~the~ .ex.,ee..t.e.d . <1.e.~r..ea~.e_ "i n.,.. ,.. 

~. .' - - .. -- ....... - -, "" • ~ - -'''''4o' ' ...... ' '"..,. .;- ~ ~ '",,; _ • ..:: .. '""" '"-I:.J ... 

~. :: ·Ed.!:5011:.'~; 'ba~~,,:' ;ra:t~-e'3·. ,"'l'he~~: ~ra:te:S::, a~'· "t.O:- ·b.e:eo::1e e ~~ ee,tj,.,v;e .on ... J.anu.:a~:"y 
, ... ~.... .. ... .. - ......... '_ "~ ••• " ••• - ......... of .. : ~ 

.... '1:" ~1:9:85.. ~:!he.:: :C~i:3~1-on·. ,e:one·i4eree .va r-.!o-us, '3:1te.r.:la:U,ve~..ra;.e.mak:!..::$. 
'" ~ ... ~ .... , •• ~- ., ....... ,. ' ... -.' J., .... _ ... , ...... '_ ...... ,._ -"1,.,. '-' .. J~,i..,.; ... I;...·. _'~J.;. 

treatcent:s tor SONGS 2, & 3 in Phaze 1S. and' we have deeided. t~a: 1.:Z. 
of the trend'!!'<1 rg,te 'ca:se a??roa~.h 'l'rop¢s~~ 'cy sta!'f. although :tt has 
many attractive' features.. is n-o·t~ :su! ta'cle in l!ght of eur:-·ent 
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•• 

• 

" 

c1reum:stance~ • 
:> ,. \ ~.~:~~. " _~ :::. :- ,", r~ :'. _: :._ ~~ ~~ ~ .:.. 

The addit10ll or SONGS, 2 & 3 t:o rate ba:se '001111 be 
treated in th~ eOllvent1onal ~anner. Tbe rate 1Qcrea~e author1ze~ 

will ~t1ll leave a ~ub3:tan-~ . .tal::.:·und:e::c;o:~lee.~e:d: balanee in the MAAC 

balaneing aecoont3 and will ena~le the Comm1!Ss1on to- have :surrie1ent 
"', :" ".'!: ~.I -; '~:.'-~" ~ .. "": "~.,:,: :"~~:: .... :.~.:: ~~. ;:;".>:'.G~t ~.;. ~ : .. ~ ':~' .~,'~.::' .~ ':, ~::"~,::': -:::,,:{:.~ ~.>.: ~.:;~r~. .' 

f'lex.1'bi11ty to ~eope :w1th pos:s!.~le".d1:sallowance :should ?ha.ze 2, the 
: .. !.~<~ .""::' ~'''''H:: ;,':; .... : <>:: .,:::.:',.:'~~~'.~ ~ H'/;':~' " ... ,.-.1 ," r:': .o::'~:r'":.:=,~:"oi"--- I'~ r:'r~1 ::~:~',,_~)~~;.t": t~'). _ _ ~ . ..:: 

reasonablenes:s., ,review" re:sult 1:1 d1Ml.lowanee~."or any 1nve:stment:s 10. 
......... :\ ......... "". '",. ... -' - ... - " .. ", - ./.,., "-. .. ,,,.., - t- ~,_ .~'.""- _,.' - ,._ '_I .., ..... <I< _ ...... ;r""" !.~ t'...... ---._ I, .. 

SONG·S."2·~&"'~:~~'''~~' ~'."-'."'" ~." , ......... ;..~~ .....• OW'" -~'" , ....... -, ..... ~ . .> "" :.~('; .• '--

:~: ~'::'. :.~-'~:.:~.;~~-:: .. ,":;: .. ~ :: .. ~:":,,..,;..~ I,~.~I::.·· ... · ::wr,~:: ~.oa:c·,~~:,,~:,:. ;;'.::r·~,,:::·,~.~J>,"'>~'~~' ... :;~~: .... :=~~,:
. 'l'he dec1~iotl ado~ts the _reF. pr:ocedure tor. SONGS 3; T".oe ~ 

::~ ./':".>-:."~/·:,::,:,:,~'::' ·~~~~-:.":~':::'~.-l:" \:-:,::, .-:'"":::.;:,..: .. " .. ..:.. .. ~.:.>~. ,f':~. " ... ::..::.:..:-::'.:;,. ;:\~~~,~, .:: .. '~:.:.,,~.:~,/'., 

,d~cis1on rejects·apr.ope:sal,to pl~ce_eap oO,t~e ben~r1t:s_or eo:st:s 
.",.." •• T<,' ~ f. -., 1'"'," ...... '··l·, ,.. .. ' , -_ r,""""'" '.' •. , , __ ,""'" ':_'" " ... ' " ~ ... ..,,..,,._ .. ,-". 

"resulting 'from' the' 'l"cr"'meehani:Sm.' "~tle!'i ts-ail~" eo:sts' will eontlnue ' . 
.......... .... ,..,. ...... ,... .. ,...,.,., ,..,,- ~, ... '·_1 ..... ·· , ... : .... . , .. 1-,., •• 1'\, .......... 'f~""-"' .... ~r .... , •• ...., ... , '",,~,'" r.,-·Ut:. _(~~ 

to ~e ~hared -equaily ~y·'ra:t'epayer~'a!lc1 '!rive~tor:s:"~ .. ,., -'.' - - ..... , - .. ~ .. 
,:~"'~'~.:-:' ~.,:::~::.,."".J:..,~~ <,.;~ ~-:,:' ~..: ... ,~~.::--:.:~ .. '1~ •• ~ ::~ ':.\::..;'~,~~~ ~··~'::,7··-:,;,:':: .. ~;:.,:.. :-:':. -.,~~ ... :.; ... -.:-:.:,:: 

The deci~ion also elar1r1e~ the relatiQnship ~etween the 
'-',"" -, .,- " !.~;,·-·I'~~ t·,· .... ,., ." .. ,. ~:. "; "',.,' ~-:.' ""'1",' .. ,. , .... - ~'" -·." .. r,- .... ~' ~ .,(., ,.,~'- -'" O"."',I'ot·t",:·,·'_rr> .... _,.~ 

Annual' Ene"rgy 'Rate~'(AERY"arid 'the -1'CF -by"~tat1tlif'tlllat the -'ICF-'woul<f'" 
only al?p~y to tl;e. replace~ent .energy eo~t not .3Ubjee~·=~~ ~~e ::i AER:,=:::' 

, ~'! "~". :',. :~':' ,~·f~.:;.' .-: '":' .... , .... :-:.~:( ... :~~" :,; '.' ',/;, .... ,' ... ,,:, .. """,:,,:,,~-:,:,,-::! -~.J~:.-~.;'7"";.~.;:.,; 

The deci~10n also adopt~'eertairi ~pee1r1e ecollo:1e =odir1er~, 
~ ........ \ ."':" "~:! ~ ... r: ':.. ~~:~.:~ -: ~~ ~- .. \ "." ~~ ,..~ I • :' ,~," ,~. ,.:: " :. • :". .~: ","" ~- ~' :,. .. ~ ;}' ~~i :"" .':-:-.1 ,~ ,""", :~ .~ I:"'~ ~~ .,,' .. I~ :' ,~,,~. t. 

l)rov1c1e~ for capaeity faetor ¢aleulat1on~'to be made for, each"utility 
, ...... ,~ .. :_:~,_~,:~:~ ,. ... ,:'-; '~.::" ..... ~~" ::",-,:,~ .~.: r.~·.;>"",~ ::: .............. ,-~' ... _~.~,.,-: ,~:-._','"::~~.:..::..::':.:I ,.":~:~~/.'::; .. :~~;,:: 

~e?a't"'ately. in pr-,ot)ort1on. to ... e~ch util,i ty"'s· owner~h1p :share ,~n<1 ,1,n 
~ ~: .• '.-~' .... : :. / _ ~~ ;':,:,:: ;.; .- ~ .;': .. ~~' : •• : ".' ... : 1". ~ :_':. :: ~~, .... ..;:..; ". ~ '~ :: ... ~ - -:- /;:. I.:' ::.!~ :~~ ~,: :: ~ Ii ;. ::::' :7 7~. 

;>r-opor-t1otl to the production taken. . . 
r"''-'('' ' .... ,"",..,_,. ... _ .... '''''"''t''.' ""'/ .. , r , ...... , .• -,- ... ,,1'" ... -- ... , •• '. r_,A.",;: .......... ,' .. ,..~_ ..... " ..... ,~ .... ,.~, 

""rhe"dec'1s1ori;' al:so r!'rids' that" 'the-'ctererr-e~-"'d-e~it-aeeou%itin'g 
- .... ',.. -:."' ~, .. ~ .~,\,. '. -. ,..~.~ _. ~ ~.~ - - .. ~ ~- ", , •• ,~. - ,' .. r, ... ~ ~ ... - ,"', " ... - "". L· ..... 1 _ ,..,. t, I.:. _ {, ,'" !.,.. ...... _ :"~ I_ 

or-d.er' made"fll" 'D .... 8-4..;O~1-0'3'4· -relit1ng' "to' 'S'ONG'S' '2's~e¢s't~"1)e'tw'ee'n'" the'''''' ,'~ 

COD of SONGS 2 and the' aate that the rates authorize<! by 0.83:092.(;)07 
took e f f eet con·s_ti;t~~te:d·-:: u.l1l,a~J.u;1 c' r_~~.:.r:oaetl. ve r atemak ins,·, 

"" t'>\ ~., ",~ -,6. ' . :.. ,...,.. 
,.~' ... ~ ', ....... ~ -- ... -. .... -', .. 

_I •• 
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A. Ge:leral 
In D.8~-01-0)4 iss~ed Ja~~a~l S~ 1984, an order :odl!y1ng 

D.8;-09-007 ~d denying reheari~g, the Co~issio~ expressed coneer~ 
tha~ ~there ~ay be a retroactive ra~e=aki~g ,roble~ i! ~e alloy 
Ed.ison ":0 re-:roactively record COS~$ '!or the ,eriod ·oet~een st3.!'! 
certitication ot o~r COD criteria ~d.~l~~er ~he date D.8;~09-o07 was 
issued (Se~,.:e::.ber 7) or the date the ~.AAC :-ates beca::e e!'!eeti-le 
(October 10). No one has !or:ally addressed this,issue;.thereto:-e we 
will o:-der ~dison, SDG&E, our sta!~, andanj other ,arties interested 
in doing so, to erie! this issue pu:-St:.a.:lt to a sched~e· esta"blished 
by the AZJ~. '!!le A:LJ at the prehearing con'!e:'ence on Janua..-y 12, 

. . 
1984 orc.ered that concurrent o:?ening orle'!$ be !ilec. :lO· late~ .o:!la:l 

• 

• 

• 
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A.82-02-40 et al. 

Fe'Or.uazy' ~7-;·.:·1"984: :,dth .:¢O:::::eurAen:~..:r.e:~l:r.~~::ie:!:s ~d"'.!~:.~~ .. ~~~ 2, 1984. 
Opening b~.i,e~s~ w.e:r~; :~~le~ :Oy..; :Ee.;i:so:c,.~:-:"S;D~E,.:.: :C:i ty~, .a.n_ci:~~t:a!:t '.and.::::,· '~.' ;:'::

eone:u:...~e.~t: :::eply.~-::b·rJ::e~s <tl.er..e. ,.~1·1ec.· "by 3G.ison.,. . ..sDG&E.,....a.nd. . .s.ta::~.- '"' - " ~. '.-<.;: ...... ..., "'"'" .......... ~ ............... ~'" •. ' ...... __ ~"~,"' •• 1>. ... - __ Y.~ ....... I .. "" •.•••• 

B. ,Baekgro.u.nd ...... ',,',' -'~'''' ... ~...,,", .. ,:.. ':'" ';:'.,:".'~!"""~" ,t.. - ...... ,.. .... -.. .. '-- ,.~, .. • 
, ~ " ... • .... , '- p" .... ~ _ _ ..... "" # .. -.I' ..,I ....... . ' .. ; ... .. ,:" .;.,., • ~ :~, .:..~.. ~);.,.' ~~ :: 2 .:"~ ..,; .... 2: .~ :. "": .~ .. ::_ ;. t> '~ ... .' 

;:: :~ ,:-: ';' ,":': :~On-. .J7;w;e., t.4.," ~9.82.r· .. the. ,-ALJ,iss...:.ee. a . ..=.u1i:l8. ..se:t.:ti.:.s a ~.CCD_ ... _,.. 
~ ~'" . . .,' _.0 ___ ............ '_ ......... _. _ .. ""'. " _." .. '.· ... r ............. _ ........ _ • .- ••..• ~ ,~ .... f.,' ~4"..._ ....... '_ \ot" 

eri t.e;ria :t-o~ SON'GS·2 .. - .. ~h3:: ~·..Ru:!.i:lg "K.3S .,:.a.t.1!ied, ."oy, ,: .. ~h.e. C:O:=.iss-io·:l,. 
.... , ~ ..... ,.. ~ •• , _ ~_ n' ... A...... "' _ ..... ..... .............. .'" "'" ... ~.J.J .... Or ".' "" .. ' __ ' .. "..... ... .. 10 -J I",oot <.r I ....... ·....... ' ... "-

by Ydn~te Order on July 21, 1982 and subsect~ently eon!ir:ec. ,.oy ... -,., .. :.'~,. .. .. .. -" ,..; .. _ ... 
D.82-Q,9:-11·;1:;.: ~ :Evid.~n~.i~7, he~ri.:.:;g~.r~o:;; .. ~:~~,:,1:- ;~l:;.~:!:::~.~~o.::..~he 
adoj)t.1·on "C).!: ",a Y.!.A.AC -:~~.en~e~ ·o~.,J.a.::.u.a.r:rt. 7. r . ;t.98} ~a.::.C.. co::.el:-;.<!.ed. ~on .. ·~ '. _ ..... - ,*.. '. ,. • .. ' ...... _ ,_....-..... .. ~... __ . -;. ".:.. _ . -' ,..r .... _ _ .-.. "'" ...;.." .......... : '... ...., ..... 

Apr.11 ;:7';':1:-98; ~silbj ~e,t::~o: ~.::t:~c.e;ipt.::,o~.::~.;~e~.~ ~d.:~o·::~ ~~~;~.':~'~":" Y.:,:· 
furthe: .. :hearings -in ~?hase 2.,-0::' ... the ,.:.eas.onabl.e:ess .,a.ne.. ,.1'::':t:.d.enee.,.o! .the " ',~ .. ", ' • .. . ... " ,- o........J '".. ........ _ ..... _J"'_ -' .. ~ ,.,' ................ ~ ........... ,..;.~ ~ .~. I ~ _ ... " .. ,w .. ,I ... ' ..,;;..... 10,.1' .. :~..:.. 0#0 _ ~ \ _": 

invest:en~l.': in~ SONGS-,:,2. at ~'SOtle ~f.u:tu=e,_da te ... ~. ~On .. A~.lst ,.8,- r t,98>' Ed:ison.,.. 
... , .. ~ ~ '.. , .... 4. fItr • ~ E I,,. .J _ ...... '... .. '., P»' _ ... ,;.,. "' •• '." w,!.i .... , .- , .. ' ..... ' • ,. _ .............. 1 ....i .............. J ...... ..... - ... i, __ . ._'.1 

released SONGS .. 2 ,::0 ,,:E:disen' s ;sy.s;tec. c.ispa-:.¢.h.e: ~!o,;_!i::u,.ol'er.ati.ong -. _" . 
.. ''; _ .~ - ....... • - ... , - .. _, '." .,'... r .... ' ...... _"~ c ".... '" _, , .......... +'.... ~ ..... ' _' .... ;.:- _ ~ _ _ "~."~' -... _ '. .~' ~.". 

'tJ'nc.er.::Fede:t::a.l:-Ene~s:r ~eo.llator~"Co::m::ss:'on -.(.?:E:RC) aoco"J.:l.ting "r".lles ..... , 
• '.. • - ... -. • .... - ... r --' " ~,..,. I,. -- "', ___ ". - ..- -:.. 4 - -,i,. .... : •• _ •• ~ .... ,; .." _ .. ' • 

the plan:;-'was ;c~ns1de=ed i.to .b,e _,lant.i!l.~·$er'v:iee, .. ~o.::.~acco=t.ing _ ~,,~ ~ 
' .. ',. , •• ,., ........ , ............. -.J •• _,.. .. , .. ,,.-.1 ..... _._ ..... ..,.'_ .... ~.-I ___ .\otJ¥ ,:' .... ". "'",,"" _.~, •. _""' .... ~,: ... 

ptn'poses. :..Ten.~.~ays.~·la..~~=.-". ~~:"Aug~s~;; ~~,~.~.~9~~, ~,:;.~9.~rg:s.:~~.~~.;?~~t~,~~~~.~: 
200-hou.r ... r".l::l:-s:t tOO%::po~~:::-th.~~eby: ·ae;hi,ev:ing-the: Co.=issio::. ' ... 3 C,eD \c. ~ , 

_ .... ~... t. -0.- _ ...... ,..1 .' .... _.... ,::1, ~ .... ___ ...... ,",' .... ~ ...... .., ... ~., _ .,,' 

cri te-ria. -On,S~"!)te:lberH6,. ,:1 .. 984 3..s.~a.~! ... :e:"oer· v.:tsit.ed, .. SONCtS ..... 2-to, .... u_. ~.. I .. ~ , ' .. ' • , . ..'" ". •. _. _ • _ .-~, ...... ' J... '" ...... .J _. ... ','" ...... _ "...... ."',.....,.. 

revie·,(;:the~plant ol'~~ati:lg,.r~co~d..s...anc. co:-..!i:-::.ec..tha.t SO~rGS,.:2 ,.h.a.~_:::et 
~, ' .,' ~ " ••• -...,. .... - ... -, ....... , .~. --".' '. "" ...... ~ .... ;., ""' ........ '0.- ...... ; .. , .. _" ..... _ .... _~. 

the Co::.::.issi,o~~:s COD :·eri te~i.a on:.:A-:.:g-.... s":: ~:.1 ~.,. ~ 1 Q~~~ .. : .:.'~: ;';~:..;;;;. Z. • :; :-:.':': :;':;::: _:. 
:<.~ . --: On .. :Septe:::"o~~ 7?':-1 ~8:? .;tl:.e.-Co=isSion.iss-.:.ed".D .. 6;-09~·Zr.. ',' . , .. ".~.-' '~. -.. ..,",. ,"..' .. '", .' . ~ .... -.,,' ." ..... .... ,.,.,. .... -.. .,....... . . -' ,.. ~ "'" ... ., ~ '" .... 

au:thoriz1ng,·.Zc.ison,-~c. SDG&E ,to.,.es-:ablisb.-.a ·:-r.AA~~.·o.alanc:!.:lg,..aecc~t- .. -
, ........ ,. • ,..~. __ .......... h., ~., ' ....... ,. ~. ,,. ..... I .. _ ~ _ .., .. ' ...... ' .' __ -' ... ,.' 'J'. 

P"'oAe':"-e' ·0 "e./1"'! ec'" e .......... a.;.., o·.n"e--.... 4 ... co ... ·'!' 10'" ..... P>~ ... - .... --ec·l.'P> ....... r;.;. __ • • '.'IIfI ~_ , •• ,w ... -:;., • .w _ ... ,:.,. ,. •• • .., .... r:· , .;,w.t.i.#.,. .•• -"'\iIi .......... ,,,-., ..... "= ___ ,.,; v .. - .... ,f' .. ',- • 
• •• ' ~ "..... • ........ ' ... ' ........ ' ..... .. .. ,~." '" ,,' .... ~ •• 01 .. • , •• '. I/" .... ' _,~ .. ' ~ ~ ~ .c~ .... "'1-:'" ~ ,. .... ~_ .• / .. , .. , .. 

inte:ests in SONGS 2. '.:he decisio:l au.thorized Y'.AAC rates , .. e<;.'.:.i,·/a.!"er.::., 
~ '" •. ~.... I ~.' '", _ .. __ ' -. __ ••• 

·0 ·"'e e$"'~·"'a·Ad ~"e' $~'v." .... D'tI!'. .... es··' t" ....... ''''0''' • .... e eo-... e .... c·,( al "v..., ,ttl...... Y'li:i ,... --. "'-,~ ..... "'0"'-" " .• , ...... ..~e> :.. .. _ ..... ~. vw...,. ........... -., .. 
. ~ - ~ t. ~ .. '-'" .. , _ ... ~ .... • ~"'.. 1.".-' " _I _ '" _ ~.:... . ••. __ ....... _ 4..... .;':: ,~ ,.. .. r .. ..... ' • j." ..... _ 

ope:at·io~s o! SONGS·,'2 0!"S206-9 .. :.illion... !or,~EdisO:' a:.d,.S6, .• 7~:I.·ill!.on.". 
. •••• ..... P. ... p __ ... ... ... _, _ .. ,...... .. •• _. ':'" - ~ 4't .... ' ... , _.. ". ~.,. ..'" _ "I _ ;.. "'.' ..... .,.1 _ ' •• 1..,. .. _ ..... ' •• / , .. i 

!or A S'DG&E.- ':'.Of --:l:lese-totals , ... S:;O .. 2 :ri·llion -:eprese::.ted ~ =ev.en';.es,.,to.~. -
~. .. ,...... ... • ~.. 'c ...,..,- ..,. _ . \w ... c' -til 6' .,.,. ... _. -" .p ...... -.. _ ' ... --' +- ••.• .... '.- ...... " ". ~ ,. 

cove!'::' noni·:.ve,$~:.e.::.t~;r~l:a::~d.:, . .;-x:?;ens~.s.;r..~~ su.b,jec.t .... ::o ..... :b~la:..e!.:.g..aec.o::.nt 
,. ... - .... - ... 11". _ ..... .... .... ..... "j._ .. '" ''t .... • ••• • ..... (=." _." 

t:-ea-::ent !or.~Edi$on':;-~nd 3.:. corr.es~~nding; .. S~;O'~ 7; millio~;:·~cr ::S:!)G&:E:~' ~.":.::'. 

'!he.:re:-ai-ni1lg:· ~:t.enu~.s;~ ·,(-,!:.r~e:. -:!o·r.~: :.i::.v~~:t.=:e..~:-:r.e:r.a~~: ~.~~;~c:. ~~::-~?-: :;;,:-:~.:;: 
subj eet :t:o .p.alc..;ei;:'8-: .ace~u..."l.t:~, ~l:'ea::t::.e~:t •. ::, .:. ;~ .. :' :;;;::.: :... ."'i:- ~-:,': ';.;:-:~ ~. ;-;;:::':: ":":' ~-;: 

~ ,., - . ' .... 

,.~, .... ......,.. "'J ,'\ -. _ ';,," 
...... ~ J ...... ( ............... _ 
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A.82-Q2-40 et al. ]J;J/jc ". -" .". ~ ," ...."* ~_,r. 

. ~.:,:,::' .:: I~':p1nd:£:c.g':'19:~rn- ~"D;a~-09-=007 -!th'e; -:C:o:c::::.tSsi-on·::t5'tate'd:' ",:Sl:o~::. 

the COJ}',be ·iet:"::pr:1~O:rt·O:-t·h.e- :i:Ssua:c.* :o1~:tni~s .a*isi'"-<in~~<"· l't:ci.s:tj' ::: .. ,-: '::.,,:,:<:= 
rea.sona'b:·J?e;~!'o~;apl'i{~s:-'"io:;C;ntr-:).i,ie.:a~:-tii:fg;~A1.:1:o~e,:~r'!?~;:';:, 
Usee. During Construction (AP'UDC) on SONGS 2 inves't::e~t, .ka-w..a~4e .::' 

,.. ,A, ..... ~'. _..." -;. .. t ..... ,'.... .. '""" ~+ ~ .. ~ _ ., ;..,,',......,,', ... -, ..: '''1< ,..., -.,..... • ." ....,.., 

opera't"1ng a:nd- ':ai'!ltai'::ance' expenseS",.- r~d"'cree-1;t any e:i'.e-rgy: .... generatee. 
~, '-", ~ , ." ", ... Of... ....... , .... : ... , _ .... r ;_1 ~ ...... ...11. '..- ... ~ ~ _ ro- ..... • ...... '., """" - .... .".. ~. '~ ~,'" ._, .,/ .... ~I ., .. • , • 

07 -SONGS'- '"Z a:t"avo':!od:ec; -cos~s "to'the- -..... O::-k' ... orde:r ... ..mt:t~l·;.:1A:A.c· ::~i-t'.es: ~COl:l.~ 

':: "s1:.';ieqtt~t~;~ t'r-e' ={s'sua!ice; ~:.O-!. -:t::e:' ~',r3'r¢li ,: ',3e.ison ':r.rc·-:~'· : 
• /- ""~' •• , ~.... ~..... ~, ~ .- ~ I~, ~ '" --. to. ~., _~,..... •• - ... _ • '. ,~. _. .. ... .. " • ,... ...... p . f/'"_, 't....., .. 

SDG&:S "both '"f1'le~' appli'Cations !cr -re-hea-ri:e:g.i 
.• ··A!long vt.c.e- iss".les ,.1raisee: 

by a.plifi6ant·s:;··~s: -iile':need: t'O::=~nd:':tr:e, .:e"ec'fs:fon. ~tO' ~avO:id,:'eon!fiets:'> 
, • ..,'. r",. '... • " '-",'" ':',,,.' _ _ ........ <,_ .. , ", 1-... .. •• .: ""\ ........ _, '~,,, ~ ........ , "I , HI, . ... '_ • , • , 

wfth FERC' , 'a'c'counting '""!"'eg-.iJ:a.t::':ons'::·"oecause "o'! th-e .. ··Co::l::iiss£<>nJ'S';::aeopt'!:o:i 
o~ ~a: ..":,O-5:a:allo'cat fon'~ o~ '-:eom.:on ::'pl'a:..oi ;.'eo,s·-t::i :"oet"",ee: ':'O'n1~s::' 2;:"&'::3-; ·::;ar..d .: .. ' 

th.e :~'i£:r.ir~·g?~i!:feience::be-t-iee£'='ta:e pi'a::rt::~iri:' s:e:-vfee =d:2. t'e ~;;-?2 ~. :;' ~.;: 'C'': ~c' ': 
acco-.int'£ng::p-i..=p-6se's' (~gtiSt '~8,' -::1'987}~arid ::'the::COD 'C:: .. u.g'~t':·1'8~ ;·1·983)i.a.S 

,. ..... 1 _ ,,' ..... , ~ r _ ," "", ", H :' .. , A ,..,. • "" _ ,'. ," ~ _ • _~ ~ ~'. :. ~",,' • • 

:-equi:-ed--by"the "'COm:±"ss±on.- :' ~~d:±30n''!''e<i;;estec -tc.at ":~~ding""'79;:be:: '.' ,".:. 

• 

changed :-:0 ::delete :'ian~ge'~'ealiir .. g '~!"or ;the cont·!'n~ec;;'·eccr.lal· o'!LA,:""VDC 

a.nd the cap±taJ:tii:g o'f~tce,:c):p·er~t1rig'·:ind:-::lai::iter..a;ii:ee expenses::to-the • 
''''ork :orde; :'sfcce' >it ~;o'~c.·:'oe:-contra:"7 ~'o-?the 2Un1~O:rl:l.::S1s·te= 0'£':: :,~,:-;:, -::: 
"·1- """" ""', ... :, .................... , .. ,-1 ••. ['_._'.1' ... ,.". ,' .. , ., ...... ' .. ,.., ..... _ 

Accotl:'!.ts ""and' '''t'o l'e!"':li t"acc:-'::al o!"sTJ;ca-expecses '::!::b:a C:e!e:red ' .. c.eoi~ ::.": 
a.cco~t. Et!1son !"·.l:"the= 'rec"':'e5tee.,::tb.at ee""lreclation ex~ense:!:-o= the . ~, . 

...... ,I,.,-i". ".' ",;,.. ..... ;. :., ~ .. ', '. ......', "','" .- ............ ~ I.... __ "'" .. ¥"'! .. ,.'. '''. 

in-se:"',.1c'e . 'crate -!o:-~ accotlntfng-p";.:-poses ':,to the aat~ '·:':"ates!":a!"~!ixee. 
p~:,s:a.:t ::to~~D .:8:;,;;;;09':007·,:·also::·oe ':2.ec:-~ed.:: :.n~;:the ce!e:,:-ec.~·deb,!:t:~· ': :'.~: ':".', 
account; ::ili'son ;$iso ,:~eques~ec. >~:tha.tr:·6iC:e::::ig :p3;:-ig:-a~h·:4. ~oe:; -;';' ;: .. :':: -; ':: 

;,j'o,~~,;',' ., .... ".., .... :~' ..... '.~;:. ... ·:/·.· - .. , .... , ... ,. .... '~ ........ -., .. 0"\0-,:' r'" .. ,:~ .~ ~~:-, ••• ,".~ •• ':".< .~ • .'~ •.• _: ......... :" ... ~I·,·.~.~,_. s.:t • ..;a:-,,:y:·:-ev::.sel,o..~'"""· .... '-- . ~ ,. " .... ',. - .,. - . - ... ,~ - - .. - .. ' .. ."-
Tn"" ~g" ,;;,·;,.,of:-n'·g :-';~e ::';0- '::;~.c ;'~:c··a··t-<4"'o-';"-'so"'u-~"g-";;': "::b·':r':"C"~·~so',;.;'" ,::..:0.:; e"";:' ';- ~:.~' ~ :::: .. • Q,6...,..,.. v.. .... ~........ .... .-.W .J'-i. tM •• , 'W •• 

.. r'- " ~ I' .' ~ ,,'1, ., ':" ,. :. _ r _ ,. •• ,. ""'" ~,,"... "'" .. " ,.... .-. • .~. (''''.,. .".. • ...,.. of' J 

Coc::issioz:x: ac.e.ee:'-a r..e· ...... · Pinc.i:lg' 26a- a.nd~ =oc.~~ied ?i'ne.ing ':19 'as: ~ :':,: -::~:-:' 

:-eq..:ested ::-oy ':;e.~sori r·s".!o$ect·-:-:·o :-ihe p!"ovi·sio:n·~tha:t ~·tl'le ;;:-ate:ak'i·ng: t·o':': 
be:: g~ ve:l2· ~hese': acc'o~ts':' Vi-ll c~end~~ ~n:~ ·t:~"c:.e·t.e':':'ina~¢.r.'Yo,!l ~'M"~...et':::e~ ~' 
and. be~e;!l ":-..ihat~da tes eo:pe!!sation ::!"o r -: s~ch expenses .:.wot;J.c. :.": ~~.::'" .:: ".' ': ~
const'i :::.l~,e~·-:-e::~oacti ve" ':'iit'e:a1e:r.:g:~·I:: ~h"e=: 'CoC:::::s:;,:::o:n": '!tl.:--::;e:r': ::,-e--r.::S'ec.:~ ;:: 
O:-eer1ng. Pa:-agraph. 4 ane. addec.· a.:::ne·;'~:O:-~e:-!ng:· ?a:,a~ra,.h":43. to :- ~ .. ~ ': :';: .:: 
correspond to the' changes ::ace !:n :'inC::.::.gs 26a a.:le. 79- i 

-
~ 7 - • 
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c. Edi~on's Po~1tion 
...... t~, . . ..... ," ',' .. ,,{ ",..~.::. 't ", ... ::." ... ' ;"'''' .: ............... , ~ t,\ .,..- f'y " .. ,., ~::.i'"\" .-: _ .•.• , ... ',. ..... ~ ........ :I~~::. 

' .,,- ~ - 'Ed1~on~' ~e'£~~ tlle "1:;~ue~' 'olf r'e't'roaet'1've--ratemakin's '3'3':~' .,1~' 

, ,:~ ~ '" :: :: a-: :,~ ~', :no~~:s 't-h~ "i~t-1O'~'~' 'o'f:i 'th~? C¢~1;s:!0'~~1n::':::: ::;, : .:' -; '.':, ~, ..... :.:: .,:-: 
:0-_:84-01,::".034 ',1::-' atl.'thor.i'Zi.ng- 'Ed1-z,on:- t:o,~, .~O'r..d::,~ .::":':' "'" .. ,:,,'~ " ';' 
in a de,t:e,rr,ed. ,de:01 t~ ae,e,o,@t .. t.or" .th~."pe~19c1 
,Augu~t ... ~t8, .'i9:8:3 '~hr:,o~ugh'·'OctO-t>e:%"':..:a,,:-- JJ~S_~,:'~ " 
,amoWl:t~eCl.u1yal:,ell.t to_ 'AF.tn'C; '.~,:, v,e:l'l:a!$'~~er 

" 'e,xpe,1'!3.es:: ~r~e3,~.::~<f.' ~ri, :~n<1.!:~,g:·"N,u.ml:).~r~~~~a 
a:c.d '79' ;'con3 t1;~u:te~' ';'",e~r_oa:c.ti:v:~:~ ,ra:t,e:z;a.k1~g.? 

•• .,,~ .... '~ .... ),.... . • ,1 ¥....., .. ,....... .' ."" .............. " ... ../" .. 
b •. Would. _any:tut.u~e, _Cal,i,for:nia,_Pub.l,i:e; JJ.t1l~_t.1e3 _' 

Comm:t.~·.s1o:I1,':5, , ('C~C} -.ac:ti()n ~ .. ::eeoml'>~::(~.1'ng::·: " 
Edi~n. ''tbrough' ;t:he'."·MA'AC ;~al'ane:1;ug. ~aeco.unt 

. -, p~oe-ed.ure ;r..or·' -~uch: ,a:moUD.t,~: ~o ·:r.ee,o;rd·e,<t 'i"ri; 
sliel:l' ~~ere'r'r'e'~ "debit" :a·¢e:o,un·:t',~eo,1'l~:t1~~ut.e~·::. 
retroaetive ratemald.'ng?""·'" . :_:.., .. ,,--,:... "',"'.',.' . 

... .... ~, .... ' ..... - .':', - ,., - r, - "~ ~ . .,J-. .. ~ ... ,r, ., ~.. "' .... ' .... ,." (.It " _ ..... ~ .... ,. - ~ 

Ec11~on~ ~ar,gue3: ~that:: t'he::Comm:t.ss1 O.%l :t:i::~atit,ho:rJ:,Z:1:c.g'Ec11~Oll to 
~. ,j. , .. ... "_,. '" -'" ~, __ ..... '-4'" .. ' _'... ~.,~ - '" .... .. .. __ .- rI. ~ ~ ' .......... of': •• ,/ 

accrue a:c. amou1l·t ,,:eqmvaJ:ent ::to .~AFtl'DC':±n:,a ·,de:!~r.:edf de:b:1~' account d~s 
~ .... r , .... " .. ~ 1""'.... --,..',.. (n" '"'.' .- .', ," .... ,. ,: ........ ,,,> ... ' - "'" ~', _ '., ,..1 _ 

:lot cOll:st1tute rat"emak1-ng' at a1.'l·,· ·'let"·alone"'re'tro'ae'U1e. ratemakiXlg • 
• ' .. ~."'# , ' 

E~i.,on argue" "tllat. ;no. .~OZle. ~Q.ue,3,t,19n., .. that" ,.S,O,NGS _~ .. e.o,.,:t,s :.ineurre-d prior, 
.. ._ ." - " .. "'... ... ••• ,. _' ..... "'" _. t ... • • . ... _ _1 .. L •• ,.. ~ , ....... -' ... ~ .. .,.,!... • .. • .. j 

to Augu~t 8, 1:9-84'::ean::be :r.ee~r.d-e(1'::in:::the,:',MA".AC-:bal:ane:i%lg account for 
" ~, '. f"", "J ., .. ~~. "~-',~ (' •• / _ .... : ~.. <io.... ...'.. li"" .... -. .-..... .,., ", ..... _. __ 

c:oZl~1derat!on 'in -rate~ .. to -be ,e':stabl!:3hed'1ll"'the' fU'ttrre' 'by' the CPUC. 
. ,-:.,.'" ':'.:..: ":'.) ",,:,~, ;''-' :.: ..... :: .. ,f~:_ ',:':',_"',,,. :'.-::_ ~Io.~ Itt::';'r"/:J:~?':~ .> 

The Co=mi':53iorl ha" now rai"ed the :spectre '~t:h'at .c():s-t$::::ineurred during 
the' per104 Augu~t< .. 1'8:,~ ,:'7 ,983- ,~et:ld' ;~.O:et~ ~,a., :' 9:er3' ~f..or. :~.s~c1·e~.a. t10n in 

"':r;:."r;-- -~\ ... _ ~-.",,,,.,,,,, ""~'-", ""_ ". ~ ....... '~I .. ~I""~· _, • .,: ........... 

rate~ to be e.,tatl11dhed'~'at 'a':"la'ter date woal'd vcon~'t~tut'e retroaetive 
• " ' • ~ ". ... ~'," ,-." .. ",,,, .' .. ,.,. c'" .... ... .. "', ." ',""'''' 1 

ra temaking .. :. ~E41'soa' ;ta~~'~:;tbat :eo~~~iuai:iy,:j;h~.;is';:DO difference 
_, ............. ) ~". ... ,.; ....... ~... ~ ... ::, ,ho ., ...... ' - ,to. .... ,.:. ~,( '" ...... ':' '"10" ... 'o, , 

between HAAC balanc!'Dg ac'count .. t'r'eatmen~'-df ::~re~"A\l'gt%!5't:8, 198-3 eo':st.s 
• ~ ... ~ ~~' .~ ~ ~.~ -.. ,:' ,:r ~ :. -: .. ':: ": ':': '":. ':".": :;. ~ ,', - :c:. ~~ "; 

and: tlle deterre4 de~1t aee-ounting "tor lX>~t-Augu~t'1, 198;3 S~NGS .... 2 
~ ... ~ .. - ,. .", ,', .... "! *, .... ~ ... 

costs. Edison argue3 that the Commi~.s1on in aJltho:r=i..z:1:;':i ~<fe'!";r~;:e~ ", 
.- ,~: '.: ;... ':. -~- -:: . '" :.~ ,":" .. -:: :~ "; .~~:::; ~ ...... :: ~~ :-: ':, .: ." ~:::; ~~ ',::::~" ~_~' ~.: ;:".;2::~ ": ... ()~..1 ~ c 

4eb1t aecounting or ,po~t-AUgU3t ~ 11, },.983 CO~:3tshas not engag.ed in 
"" .. ""...::.,::~.:~.: ..... '.>:~ .. ' :.: .. --:.'-c: \ ......... _ ....... ,-~;:;' ...... "'": .... ~~.: ':-:"'::"::":~;:' ..... ,~- .... j; __ ~ .. *'= ;.,-,..~~.:..:, 

ratemaking and. tller"efore the, pro~er"1l't-1on of Public tlti1~tie~, (PO') 
.:""_ · ... ·,u.·,.; .... · .. """,,','-':.' .... ,. ..• , .. , ... ...,. .. ,'-"", •• ... .-* .- ....... .: .• r~~f...., ....... ".:_ ..... ' ... _ .... _r('. __ , •• (,' __ 

COde'§' 12S"ba3 -Ilo'appi'i'cat1o'n to.,D~S4:0, ':'03li~ ... ' .. - .... "":"~-' ,.- .'~ .'~ ,: , . 
.... ,,.;' '" ,,:.. , ..... ~} ':' i/o ; .. ""," .. ~. ~; _' • ,:: : ... .:. .,.:,'.. ....... ~: ~ ') "-, '.: t: _,:" '~'~:: .... :'; '":' ;-.' .. P'o,I :; ;.~ ~:~ ~> .:"'~ ~ .-.:' .-:. '': .; ",..1 .... 1 ~:. ~ ,'", ,,:,~ ~~ ~. 

Edison argue~·that the Southern California Ed1~on v Publie 
•. "",,'j "':, 'J.,~~t'." .... '~c'l' ".,,"'- ••• ,. ..... ':1' .,.'.' ..... , .... ,/. , _ 

Utilities' Commi;s16n~~" 20 . Cai'~w3d·· 8·13' (1978"Edison C~)·~ mo~t"~" 
"H ......... :: ~'.~:~: ::: ;: i.-, :-J'. :", I:. ~~: 7" ':.: 

elo~ely resemble~'t.he MAAC proeedu~e involved, in thi~ proeeeding.. 
:~ ," -~' :" . .- .. " ....... ,' .. :~ ~: ... , '~'.;"': ",'.>','~.: ~ .. ,,-j .. :.:-: .~' • - .~-:: :>,~ ... '- .'~~:~.:- ~ .. ~:I;"'''-;'~· .. '':';''' _:;~~"""'~ 

Based. OIl the 3t:thor1ty of the.1978 E<!i~on Ca~e, Edison submit" that 
~.'::~'L' /10,: .. , .. ~'vl ... ~ . .:,t~ ~' .. ~ .. :" ':./..;' ... :';,7;_.:. ___ .... "'" ~.: .... _ ..... / ....... , ... ;::_<.* .... I·.::·':>~ ~:~~ .. ;.:'~~:/ ;' ::: .... ;/ .. ~.:-.:.~::.!~'-: 

SONGS 2.J~~~S~,~yl?e,..e~~t~~ 1D:e?:r::~ed;~~~~ing ~~~ ._~;:~~c1 r. ~~gu.~: _ '~:' • 1~?~." ... 
~ .. -.. • w' " ..... ' ....... ... .... ....... _ • ~.... ...._ .... I ~ .. . '-' .. j" 'J '-:' .. l.... ...., ... A &l.J '''' .~ ...... ' II V' ~ . r.." ~ .r:.;'; _ .J0• 

8 -
,. - .... ' -, 

,,:.";. .. -:-. .,..? 
_,..;':to,l _., . 
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... . .., 
and Octo:b.~.r .8.",.) 9~~ ,~.a.n.\.beol ,i.n~,1,u~~ed~.1n,. ,,~h~,. MAA.C" b·3:'!;~nc~~;g., ,~c'c'o'W:it- ane. 

.. ' .... h. \: ~. _." ,:.~ _ ,.'. ..... ";," __ ... ~ ") I""; ~.... ,j ~ • 1 .. 1 '_ -,...., '- ,_ _ ,_, .. .... • •• :;; ..,I' ',.,. ..... ..,,; ' .... _ ~. _ 

be considered in the ... ra.:tes ... ::o_,o,e ... e,s.:tabl).sJl"ed",~y ;~,h~ .C~tmm1ss,1on in the 
. '.~r*- .. ",V_~, .... _~ ___ ...,I .:/.~11,1 __ .. ,.,~'_ ..... _',.,. .. ,'., ... ../ I • .,I'.~· ........ .... ' 

future. Edis¢n;'~e6 tb;:i:s.: :conel~o.n,;:on: the :!:ol·1¢.w1'ng.:: 
'~.... ~ ... r'''' ".~. .... _ ...... ~ ¥" ,-., "','" 1""", ,. .:.. til 1"\ '... ..... ,..: P'. ,.. " 'r" ;--:... I" ~ ... 1-

.~. : ':j:9:""8';-"d {'son-'C: ' . ." .... ..,-~. - -... ",.- ..... t~ - .' .. ' j •• -3.. _e ... ",:, ;:,.. ~_ as,e. ,...,o,.-,,,s ~~ c.e ",,, .. u'" 

p:I:':oscr 1,l=l;ti0 tl.: ,'a.g~.i·n3;t· ~:etr:o.~,~,17e; ::30 t:~~,ng ... 
appl.ies,,:.only .. 'to. ,ge,ne;:a1.,,;o:a. .. ,e. ,cas,es ,and" ~o.t .. 0 
>ilie" :a.e,t·, ':o"!:: pt:o~t.!:ng· ,=.at,e3~ :p~s~" :t:o~, a. 
oalan:c'fng-' acc'o\mt" ·pr"o·cedilr"e ..... · .... '.. .'. -'., " 

.. '-" ; ',.. .J., ~ ~ ...., '. (,-" ~ ':. '.' ' ...... ,. ... t"-r. #". 'r' t' .... ~ ,..".., ~ of ~ "~... .. •• 'Of ." .', ~ i"" "f / 

b .' . ~he ·:UI;t.l:.'a:;:e" ,.t.~ t~;e: ~:,:a;te:akIng :ac~,!: on:' :.: ~ ~ 
:..,.. '". l' ..... -,:rJ.b ........... ,. ...... ,." ".) - 4',..-,' •• ' ...... ",""1 ~ c.o'c'; ... e_p a: .... e{.;.. _. y- " ... ..u~ .":V::c:.ss .... on._:._ .. s. , .. ,:; 

F.1llcri:'ngs, ::26':a:' ~~'d: :r9-: ~o:!' D.':_84.4t~'3~ :..c:1:J;:-: 
re~at'e:, ,t'o:,~th,e' ·C.o=:r.s:s.1·o..n::s~.:.di.Sll:o.S:1~~:on: :ot: the 
MllC o·a."1'anc·fng '·a:c·c·o~t._.7·~: :.: :~ ~:. ::,'~ :, :. ~, ::: .. :.: -: : :., 

, ," • ~ _ .. --: .. ,~ .... _1 .... ,' • '~, J •• 'W _. _.'''; " .... ~l .. 

. ,,, ..... ~.C., .. ,I.t,_1.s,_cl.ea.~, t,ha:t. ,.s:u~h. ~~~.1.:.a::,e..: .ra,t,e, .:l'~r.1:;g, ", '. " c . 
.. ~'. .~ '-".~ .. ~ ... ,'~' .~~ .. aet'1"'on "will" ~!e"C'~~c~o-s·ts' ~':,)e:ne'e·te·d'~i=n~···th'e.J'J--'.,J-

',,' ~,' ... _. ,~., ~- """A<',A'/'t<, .... ·-.."t---A'i',.,:.a 'c:a,., ... o ... · ....... ·~ .. ·.",.(·c,., '"!J'A, .. 'e""";~-'t, ....... .-A·"";-" 
- ........ ~- ..... "., ...... ·"J.'~V ~.~"""-"Q'" v",," ~~""""'" ....,. .... " ........... ., ........... l.r. ...... ~' ............. 

.. ~ ~, " '.' . _'" -: ,_ '" t~e. ,,:.o.;::.h.s, _a~,?-. .j.e,ar.s., rprior ... to: AU£U;S .. t_r? ,. '" r.,,. ...... ~. _, __ ," '. '" _ .,,' ...... ~: .. '-.., f983'.-~J~ .~". '" ",'-_i~ ~- .. --_ ••. , ~'" "".,-" .J_ .. ~_,., ... ---~-'.---
.". ... - .... '.,. ,h.",. ... ,... •• ",.. ,..,'~ ,)...;. ,,_ :-;" ;:::: .... ~.~' .... ., "",. '"4 .. '..... "'. , ...... :.. ............... _' T tiro, ........ ~ ,-",..... .. ,.. .... oti,. ~ '" r t _ ,..... ...... _ ... ~ ~ •• "7' 
", .. ", '" "d': , .. -"A "!o'r't10'rl;" t11er'e" "!s -no'-:,at'!o'naJ: ""bas'is' -'!or ~ .. ~.: . ~ ... --. ~ 

~,- "" : ~:, J:O:,:; s.~ch;'!f.Utur&)'.MXAC;:r'atecakt:g=.ae't1O:!ls:::n:ot',~to . S ;. ;,;;.:-:;;;; :':: 
~ .. ":' ... '" - ~ , -,re~ec,t c,osts "re,:C,e.c-:.ed .. iA. the ~~C. _balanci,ng .. , _ ( . ' .. _ , .. "_. ,~, '- . 'account wh1cn-·N'e:,e '''1'ncurr'ed '0'::' ... or '~a:'!t'er··'" .. v "~ '., '" ... ~ • " -

• • 

• 

• 
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• 

• 

... ~.. "-".. ~J ,.. r ' ..... :" ,....~... ,-, '! ....... r. :~ r _ /' ';:r ":- - "", ... - '. "'.. -
l : .. ,- _....... • _ .• .... '.. __ . ..J ',..I _. ... ..... w;. '. ....... "' .. ". oJ _ "" ... _ ''''' ,. __ 

de~er..recl;::d-eb:i..t: :.:aecoun:ts:.,pr.:1O';'.:.::t.¢ :A.ugus.:t; :8.,.>.~:9~~:,:~~~re;.~!"j.!lg.::?hArged to '"... ... ......, 

eon3trilctio.n:.:b:udge:t~, and~,. ,:there!ore~, ~a:p,i:Ca.l.1'Ze,~::-::::~) $D~ a.r gu~~,' :th~:::.~M: 
" 'II 

cb.ange<wh·1:eh :.took::plaee ;.1'%1' AugtISt .~ ~a;;~~t~~er:~ ~O;!lp.~g:.;:::: ~r~:~::,::;,:., 

conventi:o.n:~.rath-er:,~tb.a."l:·,in:.th~.~;na:t:ure~ .a~.: t~· o~'"' ~~.~)~~~r~~;'?~.~ ~j .. 

the cO:1panie:s:.~ .. ~he:: ~xP:e.~s ,~t;: :<;'il~SYio.D:, :~~;:~..:,,~t: 3:",'p:'r;,o_~?:~~ .:o~ :?-,.": _ /:~~ .. 
gene,r..a.l ~ra:tec.ak1ng; ,.pr.oeeed~ng:. ·SDG&:E: .!Ur~t!l.e.r , a: gu.e.s~ ,tha. t.., .b~ - M ".'" , •• _ ~. r, 

- •• .' .., .• c" -, .. •• ...... J ............ ....." "" I:' ........... .-.-" .... ~.I ',' '",... ".,j.... , • ., ... ..,J ~". ,.. ..., '.' " .. ". '" ._~ -' _ .... Op' ,,"' ..... 1 

s.uthor1zi.ng..-3. :eo.nt.1nuat10n ,.o! .,cap1ta.l1zaiio~,..,.:the ... Comm1.~.s.1~n ' .. S .. ayo~~..: 
.. '-" , . ., ~"'"."."' ,. , .. ~ • '" ". J"" _.",. 1,. ........ _ ....... '.... ...... .. ~,,; _ 'oot.ItV 'w ... ~ .... ,.., .;.., "",I _ .. ' '" _ .. ~ ,~..... .. 

intent1,on _ • .iaS. rt,o., .have" the .. 1l.t.ili..tie.s_ r,ecov.er. _the.s.e cap i;t al 1 zed . e.o,s-:,$,,_ " 
·c_., .... _ .. _,'-' .:' ... _ ... -, ............... '" .. ~ .... ~_ ... J'..., .. I._, .. "" ....... J ...... :.'~ .... _,""-_,' •• ~ ...... (' ...................... '. __ ... 1>. ",,_ ... oJ_',,!:,. 

as o:p'COsedl"to-",a ra.tema.killg o~de,r"w;ith,::egar..d ,t.o,. t.h~s~ .. c.os..t,s., ..... "As, . '_ 
- ~ ~ ~ - .• -., ....... -... -' ... ,-". • ..... ~ •••• / ............ ~ ..... ,_ • '~. , ...... , ... _'-' ..... rl~I'~),."#' •• : ... ;...;,. ...... 4C. ;" ... ""!~:.-: ' ... 1 .. -:. ... 

capitalized or quasi-capitalized expenses., SDG&E, alleges that the .. , _. '. 
a • .;,:.. • ..,..\ .... ,.<1 .... 

Commiss.ion '~s ·t.1"D.al·.·:atemaking.,~.wi,th' :.e83-::d ... t.o "thes.e .. costs )(;Lll not 
• '. .... '..... .'.. • •. ,,,"., " ',., ..... -. _ •• • ,' ..................... ' •• ,.. ~I ..... ~ - ' ..... "" .-..J ':", .,. .... , ~ Ilol _... ... ........... . 

occu,r."until··3, .. t1-naJ.,,.c3,~i~ . .c.ec,isi.o.n.. -is....:l3.~e., ,on .sONGS .. 2. ........ _, ~ .. ;" ~ ~.-
.... v< ,,' ....... " -:'.. .... "''':' .. T - ",. '+ ' .... _~. " ••••. , ..... , .. - __ ,, __ ....... ~ """""~"" -,J_ .......... ......... _~."t4 .. ,!v _ ..... ,.:.._,.,:.' 

., '., ·,SDG&E"'s"tates-, .. tllat ~t,he.-Cocmi'SS1¢:l. ,au.th¢'r1zed. ·tlle .c.e~e.r:e.d -'" 
',. - ... ~ .. ~ •• • ..... ,. -"'~ 10.. ~ , •• ~ ..... ~ .J' .... ~.' _ '...,' _ _ ... __ r~ "';' _... , _ to. "''''_1 '.' II· ... .:.. I, ..... 61 , , 

debi t, ·:a~~....:l.t.i,ng .. :!.o:: ..... -:he ;:?U:,,;?os.e. o!.. ,.a.llo:W-.1:ng· a· :pr.o.:per-,allc..::.e:tt. ,o~: ..... " 
____ --.:...-... _ -..'" ¥ •. + .... ." ..... __ "" , ..... ,,. ...... f'\ ........... __ ................ , .. ~ .. _' __ ........ __ ,.., ...... ~_ ... ~ .. ~'..-' ... ./~~ 

the cost,:~eeove=y.,;:i'nten-e.ed ,:~~ the Cor:l..::i·s.sio.:l., ·d~h._t.he ,,~~~.o~t1ng , "" .. ::' 
4 • ~. ••• '. "'" ..... I .~ .... -- , .. ~ .. _." .. __ ~ .... " ~.. .. .. r ,..J .... ",I' ".- ............. ..,'...... ''''''.,. _ '" ... _ .......... ..,i,. ...... ~ ..... ... 

rules _required. . 'by. . F3RC ... ,~~e" e..isallo·..rance o-:!-a:..v:-of-these.ex.:penseS-
- . ..",' .,'.... ,.. .. ~' -... ~'" .. " ~ .... -... ~., .......... -' ,- ' ... " ..... -' .... ,,:. ... '-' " .. ~ ....... --.: '. ........ :)~.:\ .. ~ '..::-:: ~ .. : ,-''':; ..:' -_. -.:,... ,,:~:,:- ~.;.-:' 

based ;,u.:pon -a.-ret::.oac:t-i ve ,.ra..t~r.ak!'ng, .!ictio.n " ..... ould .be. ,c.:::.e. ~t.o. ~th~.... ".;~ 
". ~ • /.J ... _ •• _ ..... ~. __ "' ... "_~".' .,,.., , ........ , .. • J''''' ' •• ',_ ', .... ' __ ... '" ............ , .......... "., __ .......... ~ .. '"" '';''' .. , .... ' _"". 

COt:l:l!.ssion~."s,.,ina'bility :-t.o. ,,:se.t ea.?i::a.!..i.zat,1,~::'::':l1.e8 o,n,a. ti::l.ely, basis,. 
"' ............ ;.¥ .,,, .... ,-' ....... '~ ... ~ ..... ........ _1' • .... ",..,... .. " ... 1, ..... _",,' .. 1-.,' _i':·~ .... ~' .... -:'·";' .t, ~*' .• :.:"l ..... ~ ... ~; .. "., 

not due .. ,t.e ''',r.ecove::;y ~ot .. pas.:: ~nonc:a:p1 tal, .,expen$~S ... agai.ns::~ ~u;t,~e, '! ~ ,'. _ "~ • 
. 1.,...·' ....... , ..... , .. · .. ·.··-06 ._, .. , I""' ......... :' ..... ':. ":' .. ''' ... ~.' .. '.-... ' ... ' ._:", •. _,,..R"'.,,"pI .. ~_-..r_'._,,,,,_ 0 .... _ ............... "'-' 

ra~e~~Y:~~s ~:' ~~~ ~A~~e..::r~.~ _d,e,'b.1 t, ~acco~t J:l,e::ely, co,~.tii.:;?-~:s, ~,i:tal .. , . ",' " . 
• .,. ! .. , ... ,_,.. ....... " I .... , • • ,J .... '-' tAl ... __ •• .. -' ~... f __ ~ ............. '.' ..,...... _ '- ~ ojIA,o ... _ •• __ ... ' ........ 

~~,oeedures:~~1.l~~ec:i;S:~~~:Ol?: :~~!~~~~~~ ~ b_~":2~a~~.~~,c~; ~l:.e .::::~ .. '::" 
Coc::ission,-, -t:l:le:::e!o,:-e ,. _it clea:~y..,do.e.s not. .. cons:tit.~~, :e.t::oa.c.tiv:e ~'. .. " 

.,. ---...... .... "' .. -, ~ .. ' ........... • .... ".... -,I ......... , •• ..., _ ......... '.,.. ... _ ...... ' .... ~. ':;. ... _ .;. ¥oj ... .... _.J .. : '- _ ... .., ., ~':" ., ....... 1' ..... "';' ,; J ',../ .. 

ra te::.aki!lg. ~ :::: .: :-:.:, ::::: :" .::" ': ',;' ': .: :-:- .::; C' -::::' ~I ":? -: ;.: -: ~ :' :;::::; :. 
SDG&E further alleges that the CO::::lissio,n'.s .. P,o.S:t',o!l.e~e.!lt o~ 

.•• ' ....... ~ ...... 'w"" _" _ ...... _', .... ·.,.Ii •• .... 

hea:ings .. on .. inv.es=:J.e:c.t-related "iss~e,3_1n this .:p=oeee~e-i.:"..g~;5:prf"ec.'l'j 
~ ... ", ,.. ••• ,d ... _ •• ~ ... _" ....... .,." ... , ... , ..... ' ..... _,..,,, .... ~_~ .... :r .... ,,, ........... ' ....... '_ .... _ .... J;. ..... _ ....... ii,. 

prese::ved r tb.e·-C.oc.:::tissiO'~·~,s ... ,::,ight ,.':0 .,e.ecie.e th.os,e _is;S.ue,s,., Jihi.l,e. _ t!:.e. _ ~ 
,- ". - -... ........... •. - ..... • .. -... , .... ., ....... I .. '.J " .., 1..- '" "" .............. _ ........ :, ....... ~ .. _ _ .. _ ...... _...... '. _ .•.• v ... ' _ ..... ',,': _ .• 

Cocmiss:i:on_die,:,not ex:plic:i,tlj. prese::ve,_its_~1ght ... to' e.e,eic.e'_o,u t:~e.~~,~: . . _. .. ... - - ..... - ...... ,. •. _'." ....... -. .... '.' ~. I, ~...... "..~ J. ...... ....,. ''"4II..t, r .. ...,.,,; ......... _ .. ,, __ ...... ,." .... ' .. ! 

quasi-ea~i tal ... ex:pe:.ses _i: ,.,Ci.~estion" .. c.e,ter.ral_o:: .'"t:~t::.:.::.e, ...h.ea::.i:;.gs_on .... "': 
--"~'., .".- ' ..... _ .. _or •. _ .. , .......... '_..,. ..... I .... '.~ ••• " .... ... _.' .. _ ... _<0.1 .......... ..,J ... ' ' ... ' .... ":, •• ' _.'.,,_.··:·.Io .... r:~ 

the invest:lent-:·1n~SO~GS-2 .certainl:r ~1:lpl!..ed~.the ,::C,~=iSs.i.on' s.,;i.:;::e~t . ~. 
'.. • • - '. ,.... - •• ,.. •• _. ~, f' ~" ... ',.- ...... : ". __ ~.... ;.. '. _ ." v '- M \or .. .J..,...... , . .,..;' .......... . 

to de~icfe,-o;_ tl:::.ose~ i!lvest=e!lt:'~costs-:-~ ... SDG&E:~reaSocs,,,,tha.t;t~e ~ ~._ ... . 
• .... ... - .... --" •. ~ -' ••.• ~: •• ""'.""""'''''''.''' # .. ' _" 0.,; ..... ' '''' .. L, ... ., ... _' •• ~ __ J,,_ ........ ..-~_~."_ ... ~ ... _',.:~..., .... ,._, _ ... 

Co~1ssion. could·,: not :·$'Oeci~ica~ly".~:eser"~e the _i.ss~e on _de~e.:::ed - . _, , 
¥' 01· - - '" "'-.r •.• ,:. .. ", ... __ ·W,' '",,"'_ ,10, ............ ___ , n ..... .... /.;...-"""'..; ___ ""''.1 

de'bit accou::.ts in c.eta1~ 'because it eo~d not !o:oesee the exact 
natll::eand ti::lillg o! !llt .... :-e hea:!.ng3 and theevent~ c.eci3ion • 

- iO -



A.82-02-40 e~ al. ALJ/je 

E:., ~~!!.~~ ~ .. ~1~~O.'·S",~~Sit~0~. (Ci:Y) .• 
. ~ "'~ .... -1!he' ~'i'tY':' takeg--'the-- ':i?os·!:-::i~~ :tha:t:: .al'lowi~; ~a:ppl--tc:3;:l.ts. I~-:O; ,::': ',.': 

r~r' o;;;"c' ;+':ive'lAo-~ '''e' ~r' 'dC:;;'os·s·· ,·<,«1~·';"::'t\.4.:···"I"!e-·of'o· 'd' ·····b .... -·.e:.",. .... ~ ~.,. .. ;;.. .... ;.~ ,~.~ "-"0' ....... ~, ~ ~ .... '-' 'til',..... v'J' '- v' • ....,.,. ~.,.,' ... ~ ..... •. ~~". V·_~· W''''-.;;~J~.oJ _ ..... ...,J_ .... ',"'I>~ \ ..... ".,., 

cert1!'1ca.t1-o-:i :cY!;~~ ':eOD: '{:'AUgus't ~·-':8;,. ~98}}. and ~~·~da.te~:D .-8.;-o.9-o.o1:.~: ':. 
waS -1:me-t :Septem.b:e-r: 7:~-;;' r9S;: woulc">·e.e'1~:lr-(e.1.:r: .v1·()1:a:te:('t'h~":r'llZ~ ::.:;.:.-::::.:::~ 

,', .-+- .'''' .... '" , , !,., - - - "" ""'~........ . - "" • .,,' #PO "". ., ~ ,- .. J;':" ~"'. . " ' .., ., . aga1!lst -:ret'!"o'a:c:ti'V~' r~e:takf:lg.-'·· -'The- ·C. ty'argues:-:that. a.1,r<>w.~ =:::J ' .. ~. :. 

appli Ca:l ts~'~ ~d"' -reeove=r:: pre::S:e,~e: -;e;::' ':f-,. 199)': :eo~: ~nat;; =a:re;::::o-: ~li"-e'::" ::, 

r~·~t:1:; ;;i '~' '~r~e:';rofs'iy z"estabi:i'ib:ee:: :d:e~er::ed. ,''c:e-01.:t' ~~i .1i-aJ.a::.e!:lg: ~ ~. ::::.:.:;: . 
.... - .......... ,.... ~.::., ....... ~- ... ".,,. .... , ("'"I'; ,..,'.- "("~-I","'.r.r.,... ,..-.," : ....... ~'.~ .... ~" ...... -. r. M ",""': .#"0_ "~r"'''' ...... ,;..- ---, ,. 

ac·eou:::.'t" wil"l:" 'Vto'late -':he·'r~e ·a'ga.i:iSt-":"e"tr'o·a.ct1:vEf 'r3 .. te:'aki~g 'a:::e: '-:ha~ 
. ;' ,,'" -: -,.. .. /", - 17'. , .. , ,~', ... ,'.- ... J,. : ... - -- • .,. ,...... • .. / - ~. ~ _ -'.::' .. r ...". " .... '_ ~ _ .. _.... ,.. _" '....., ~ .,.. 

the reaso:ia.bJ:e':ies$" o! t"ne -,:-e-Septe:l'be!" -7/ 1:9S:;··C'OetS' !s '-':lot' ','t1le."::: : "'-' 
f, .'t~ ~~' .. I. ('. ,"; - ,,:. r#',"'" .~', ~ .'.... I:"" .:~. ,;', I"'- ":"~, _ ~ "'.'" ., .... iss".le'-;- . IJ .... o!... ' .... ~ _ •. - - -~. , ... .#.' ~ ''"' .... ",,': '.<=':';: f~\': ::~~ :'/:'.:: 4~ ... :~;:' .:. ~:~,:' -; ,7.;£';; ",=: ~ 0 :: ~J: .: ~ .. ':;.:- .:. ~ .. :' :. 

.. .... , ')'1- ~ ... "'I' ~ ~..... ,,., -. " ..... '" - _.' ". _ ,"'" -. _ .: .. , ',. . _ ~,~'" '" '''1'' _ HI'. .. #'...... r I - , I"" 

- "'ZheC'1'ty, a-rg-.:es '-:U"t' '-the' Caleo·r:Ua;'-Sup-r".em~··COt:.r"t~:;': :":'::: .. , 

consistently h:;1.e:·=th~ ,~tb.e:· .:c=i..gs"f~ ·:S&ts -:.a-::es~~rOs-~t'i ,,;er.Y:;·:a::i~·-=· '; '; 
::.ot :"'ietroae-t 1.:";(;l7 ~:':: 'kil~'vi;'!lg =a.p?i1:ca:it3;·~ t-o ~r*'ove':" ·~,"the ~il~:e:a.e:r 

.. , ~ • of!. ~ i' ,,. ........ ' ,.. ,". _ ~ .. ' "" ....... "" ... ..... _, '" "., ":.... " J _ ..,.'..... ,," .... ' ~ ., ...... ~, .. ,... ' •• _ • ,,. , .. : ..... ~ 

expe:l.ded '1:l!'~S'ep-:e::lbe-r~ 7, .. 1-98'7 ·cos -:-s- ·..,.oU:lC:'1><e ·eo::. t'!"'a1"~; ,to ·"':?TaJ~ Co .. ' ~v-
Publ ie=' -"Uti ii::ties (co~'£is'i 0-';;,:' ':6i =cai.. -ld· ~4;: ~55¢<"(1~67) ':as:<ihe: :::::; 

rate's' '~*~~:~ .. ~~ :'~r-~,~p~~~~~~.e~~ (:~~~'~'~~~' ~':..~, ,:~~~~~~~~~~~~~~:id:~;t~~s .:':~. • 
~he Ci t1'co'!lc!~~;es ~t~"::' "Wh,1!"e' "i"t' ~ay -b·e":!'·easo=a;ble'~·~o:" ::a;:~l£C'.a:::-:~<·-:o::; 

.,:, • " .... ", .... ,. /" _ • ""I • ~"':,. _'" ... ..... _ -. ~ _ ,~\ , ... ' ... , ...... ' '~', r,' '"... ~" ........ ~ :.'1<\, • ....... r ... , J ..... ~ ~._ '':' .,... "''' ,,' ae·cr'J.·e l~' -a:' d'e:f"erred' ,Jc.-eol t' -acou:;~ " Kr'""UDC' O:l·;.gONGS··Z ·t!J:veS-::Ie:rt:; .;. ~ - ........ ~. ,-' 

opera t!ig;'i:;:cr di.t~~~~~aice; ::ei.pe!!.se·s; ::P'ioPi:--eY:i.:J.d:~a.fi·ol=1'(0t.aXes ~,;.':, :: ::: 
,. ,.. _ ". , .... ;".... ,~, ,", • ~ ... "_ ... ' .... ,.. ~I ..... _ ..... ,' .... " .... ".. ~ ",. ~ .. "., -' ~,,' 'I '_ 1'",' ...... _ ., oIe' .. ,,~ f.. , . ..:...,.. , .,..._ 

::~clea.r·- ~~el eX1'e:::se's'; a:-c':"ee:i:~' '!O'!" -'3.!ly -e:::ergy 'ge::e\:-at~d 'by "SOJ-GS:C2" -
pr1eed.:·a.t a."loic:ed:·:'eost's" 3.i-!'C: c,-e:;,ree1it:to:l '::erp~,!!3e:':'f!"ac ":;;,ug-:...:zt r:'1=8 ~<:1;'983 
'to Se;te:'be~ ::'7; f9~; :"a::I:J:o·.,£:ig eo:.peiisa.--e:!o.: !o:, "s-.i2h'~Ii!x~e::'3e3 :~o~.e;:':' 

-: ...• 1'_. p _(.,.. ,. "', '" .... ', ... ' ", .. " IV,..' ' ,,: _ .... '. _ • .-' • ~' •• ,' t, n ~ _ "', .. ,., ,,_... • 

.-' , .. -·~The';<!iega.!~Dl:visto::. z::,g::e's··tha:::,·the::Co:::rss1o:i:':is·,,:properly'=·:-: 
..... - .-,'" ~ ,./'," ... ,t • • ~"',~ .. .. J.>, ... """ .... ,.. ':. -:. ...... - - ~' .. :,~ .. ", .. , .... p''''' '. -_ ,..... /-'-.'.",.... .... 

cO!lc'er:e'c; 'that"a:tho:"iZ't!lg a:~~:l:'i'c~ts" to ~esta.b·l'i3h -a-~ce:-e':":"ed:",eeb!::-: .:: 
I·~ , .. '- ...... ,", '. -~, '. "" - ._.,: ... -_ .. , ..... :' " ..... _ , ............ '~_ '.,. '. '"',."# ,... ,.~ P"-

a.cco~t ~or "SONGS Z '1'!"1'0:" '~O.' tne 'e~~eeti"/e" eat~ ' .. o!' D;,·8:;~9-007:,o:l=':::· 

Septe'c.be·r -7~ r:'f98~"'c6;s~£t~te3 ':~etroa.et£,;;e;:~3:~e=akii!g: :'::'~he~- ~t3.!~':: ::..~;;..: 
c1 iJs ': ?T&T '.; :'Pt'C -(f965 )';' -: Ct'ty-=o!"·:Li":·''::?uC :.(~ 972)-;::,:'and~SC~~'v,:-?UC;·' ~ '.>."' ~, 

....... - .•• ".,'- "1,' -,... ,...".' ., ••• ...-. "',,0,1 •.• """" ......... , .... - ..... ~,~. r'--'" - .~ ... ,,' .... "... .. ,. 

eO':l!"t decis1ons· .. ..,.h1·el1-":!o~"01c .... !"etroact1V'e' rate:Ui!!.g,,'~c;·::ea.!~i:-:lec. ." 
the Co=is~io!l":s a~iho!"i~1 t'i:r;!~x '::;a.~3,,~,:."o5~eeti v~iy.t'o::!7 .... !'!:.';, ::~:-:::::,: 

,.."' ... ~ :'''-\'' .. ;'' ..... .., - ...... - ~ ... ~ .1'1 iI'*' .,.."., •• '.,.. ........ " oI-;..'~. ____ ,.. 
." 4'010 ' .. _ ..... w.... 

I"!.~"·" -- ... 
\,. ..... ':' 1",- .,'- r'" _I..... ~ ......... "" ..... , • 



e· 

• 

. 
A.82-o2-40 et a.l.. ALJ/jc 

, . . _ ... ,; 

r,.._rc,'.t: _ .• M> "'- ....... ..,~ _.~ ' .... ,--'~. oj •• .... . 

-- ... 'ne"''Sta!!'''a:''"g;lea-~t1ia t":'.:vhatever": r'easotis..::t1:-e ... Comm;!$$i·on ::!.~"': 

b.ave'~ had::~or.:'va:rt1ng r:t~:gr.an:t;~Ed:1s:on";.:and:-:~Ga::.:I;a.~:"/r..ee.~,;!e:r3' '!~!:;~a:r.j 

l=Ier1.od .. pr1.or ",.:to ,,"~l':te,mb:e.x: 1"" 19!3J: .a.:e ,irrelevant;. and t,hat the 
...... _ ..... ...... ~A.l .' .... .,>.....,._.0-.; .'w ... _:, ..... ~~. ~'r:': ,:; (,.;:. .... _\11: .. : ~~~.'" :-~.:. oj!.:'!.:': ':-::_-.. -:t~~:;..-..~,~ 7_G :~'::::l"~~~~. 

Co::niss1oc. s1::ply la.cks 'the power to, 1:s~~e a retroa.ctive rate:tu!.~g 
(~~ .... '~ '1,/"1"""'.·"'" "r!"'"",,:, ...... ,'. "";,r'r"""'-~''''.-I·'''·' ............... ".. " .. '" \,.. 

ordei. '!he:-e~ore,: :·r!:.n~1"ngs·-Z6a:~a:;d" 79- o'!' D:'s4~;1~'4 ;:e:ons'ti=t~~.e;:;· 
ret:-eaeti.v.e ":ratemaking:,:.'to .:th~,:::e:xtent:.:.tha.~.::th~ ;:re::'~,r..:~.k :t<>, e.n.:c·::' 
A~~3t 18, 198' date. !he sta!t t~rtne:- raises t~e'q~est1on vh~t~er ~" ""'-'~ ......... II'II ~ _ .... " ,. ... 

• .... _-....... r-.ll fr\Ii'_~ ... ..,) .. 

Ediso~ and SDG&Z may la~~l7 charge rates prior ~o the date ~he ~~C 
'".:/,",::' :::;~.," C-,. .... 4U, ... ".." ••• ;~ .... .- ...... .'(""'.-' ..... "~··,,,*_.·· .... ··;Tr· .• · - ".~-, ....... -~ ..... - ...... ,.'"'-" ...... 

rates beesm.e e!!e'et!ve" 'orCOetob~'r~ 't'O';' l' 98"'~" ··Whi·l·e~"tbe .. C"'o=!ss!.o~ haC. 

a~~h¢!":ttY:"":tO:: e>re&~'·:t~,~de'~e:r.r.e4 ·.:de'b1:t'::'&eeo=tt~ p.ro.e.e:d::lr,.e·.~1::.:.:::::.: 

D .. 8'3-o9-00:7" .. ,by .. :!a.11i:lg ... ~o,~d.o so., -;the s~a.!!~).s.rg.:.es ,that t='e " ...... _,'" ...... _ .;..... _~ ._ .... _ ''' .... ~ • .,./ ... -; ..... ,~_ ...... """,, ... ' ....... ""'_.v_ .... ,~ _",":':' ~:.. ... ~ .~~.:.:..-:; ::-: ... : .. ~~~',.::. 
Co~!ssi.o,n lO,st tb.e 'op~or't31 ty. The sta.!! !-:.rther a:"g::.e~ that since 

.":\":;.':~.\ ~ ... ~_. ':;';:.~::.'":-:;':".:J~.l:'~: :.,.::.; ..... :~~.:...t~':.'.: .... ,...~,::.. '~~,o,( .. _~:#}I ... ~,:~~,.!~.nl"",jj~ :-' .. ~.- ""f,..- \ ... " ..... ; '.,' ... ~ ....... 
'.:::111 ties may la~':lll:r eollect rates only p~r8~t to· t::'e!'r"'~ed 
,,;a:-!!!~.:"~-the"'.-:c'o=ir3S!:Q.xl:ea:nnO"t :;r~-e:,:oa.e·t!V~ly:'=&-.: .. th<>r:tZe:"t~Ut.~o'z:. :a:::d 

S;cra:E:.t'o ;:r:ey.!:se:-::~h~;;:~~ ma.d~~,e!::!e~i ve,. ~o'='I"'.Oc:to:-Oe;: ... ' 0 ...... 1.9~,)· ,,~ :~e 
• _ .... t" ", '.~. ' ........... , .. 1 .' .... ,...1 ~_'\"''''_ ...... _ • ..,~ ... -...,.' 'V ..... , ........ _ _ • .: _ ... ;.Ji:... ,) ........ 

s-:.~t .. a.rg".;~S; c~!:.at the ,ta~"i!~ is a con"e:-aet be~Je~n the ~-:ili tj 3.:ld. 
'~ .. ""'"''''_''''''''' _.-)~ _ ......... -::-:":'~ ... ':, A\--,f'r-:, '''', .. _ I-..-«) .. /~~r." _ , ..... ~_ "' ....... ", .... ,,<:¥ ...., ... ~ ...... I ... ,..'l"\.~- .,i*" .... "I .. , 

i t~ c~s :tome-rs.· C¢:3e<i.~entl,. -;~b.e' :> c~'t'ome'r·:;J . o~·Zd1·:3·o"n ~&n~ ~G&::: .. ·ca::. 
"," .I . . "",,,,,'" .. ~..... .. _ • .,,...... ","#" t* "" _..... ~ .~ , .,.' .... 

!'ia:"/e~'!lo" o'bl"!"ga~on :-:0 ·'pay''':ra. t~~::':!::: ta.:",,~~z::-=~!:,::.'tl:':ej'. a,,:,~ :!±::~co'a:t! 

:a;~~ e:!!e:e-e1-ve'.' ,:~Si·ne~' t!:.e-l«.AAC~·.i>:roc.e!:l:-es-. ve::e ,.,:otve.!!eeti~:..e ::.n.::il ..... . __ ... , '''.7" , ...... ,~_ ... _ • .' .. _,l..o ... ..,' • ..J.", ... .:.~ "'1_~";,_.",~,,,., .......... 

Oc~:j"c.e.t. j"C • .",J.983 .• Edi!5o%l. a.:d SDGE, had no eont:-a.e't: v!'t:.the!.:-
.r~"''''' ..... _.~) ....... w, ... , \.~~~....:-." ... .:.....:.; ..... ~.\:., ~':·I..;,; :-,:;"',.,' ..... , ..... '::.·~/'I-~.....,.' ~'). "..~r, ... «" ....... 4'.Ii.""J~,...~ ""......,.. """'''' ..... .,... 

e:lS~o~er~ prio:" to 'tha.t, da.te to colliei "Miw\c "r-even:e;' _,,0_ .. , "-, "' .. ,-,,-. 

'. ,"" .. , ,h~ *,..",:- ""' __ ".."""~~ ..... ,1".1 ,1"'t, ... ..--At"oIr, ...... .", '.... ,,.,-'" ~ ~.. J'" ~ ~" .,.. 
. _.~.,~ "-h_ • ...., ... _'1.' ..... ,... u.,. ,;, -" ... )-./ _~..., .. , __ .. ~ ...... ~ .... ~ .... "" --: . .:;':r ...... _ .... :. • .,;.' \:-;'2.,,:·,:,,o::..o.;·~.r~:c ~,!:= J* 1rI:: .:~ .. "': . .::...' 

G. ~:51on 

-.,..,., '~;'.""fiI*f .... ,./.' -- .... - . ",."..' 
~ ' ... -

pt ....... 

... -~ .... ,f, .. -..- .... ",. ,..,1' ~t\j",.;.-~ ..... ,.... 
. ... ; ~ ..... .-" •. ~-.,.J ''''' ~ -1./, .• 'f"'- ..... , ~ 

,. ..... '. .. ..... ,~ 4'" .,_ _.., "I "'" .... :. "" """ ,'. . ... _ ....... ,. \ .. ~ . ~ . . , ... " ·"'l'he·-ret:..oo:aet!ve rat~~~~tion ;~...$~~:OQiy~ biC3Uii ~Cr~-ihe"~ 
...... ~ 1'''':::::'~_h,:: .~: :.~;"~:)c' .~~r~:::r:",':'.' ;,I:.::.:' .. ~"':.::~.:~ ~~. r,,~;: /,tl:"",- .. ~..,....' .. f'tt"'.,~, r ...... ' ... -'- J.,'~'l..,' .... '.'· .... ow 

treatment the SONGS pl3nt3, have ~~. !n resolv1n:g'~~ ~e;~"'!1nd it 
~,(".::,,~~,lo~~ ",,:,t.;,~ .• "';.,1!:1'!~" If.,,,....·· l .. -'"'I· .. ' ... '· ... t ... ~" ........ ~ .... ": .... , ... ;._,,"~_., "' .... """' .... I ~ ,.." ..... _, ... -.r, 

hel;:>tul to contra"t' t!le':'tr-ea'tment"o! SONCiS··w1tn~tha't"o(·a typ1cil'·~'lirit·,~ 

addition. 

e· 



A.82-o2-40 et 41. 4q '* " 
- ':. '. .." .,. • .. f'J' ".t:'.It ". '- ,......J ""'." 
~.'~~~ "-- ~~ v--~~-~c.~ 

~ -~.;: ,~::= ,~; Mor:e: :tYPical -:a<:w. tiocs;:'.to- rate· .. t>a.se ... a.."""e "treated. . .!:lI"Otlel,.ot. ~o.:general 
'. ....,.. • "" .... , • .,.. ..- - , •• ::.,. - .... ' ............... III ~;, ' .......... _ 

'::-, :~~':. 'We~;::ay: ~~:tbe=::~bleces$ -ot'::eocstnlet1oc :.alld:relatect·~ ~'~~.:: 
f:;.(·:- ~ ... ,.;~. : ... ~I ... • ... ~t .... 'r. ,,~ .... _.~ " - ,. ":",.:.:.,.. 'I. .... "<r,' _'''''''\~''''(f,~ ..... _"" ".". ' .. ~ " .. _..,.._ 

roreci:St an "1il~eioViee "date -:tn" the -~Y~:J generoal~ 'ra.te-~J 'or "attr1t!:on- .. '. 
-;""'._::"_':':"'j='::~'::"": tj ... ·:.:~ .. -:.c":="J .. : ~ J-f~·:.!::~ ~~ "'":,-., ... ":_ ".\ .. ~= ('"t .. "'t ........ - .!"f'-M<,.,_ ...... _~/"-.;,',.,~ .. ,.._ ... ". - ...... w ....... ... _ .. oo.Ii/.., '._ .... _ ... <,;.,. .i __ "' ....... ___ .t.., 

~--P~ ~, .. ~x:a.~~ ~;tt:e- ~~::t.~::,~~~!:~y" ~':.m:r-..~t:J .~::-::: 
~ts and ~~or¥1:he:'~;~,the·:gener:a.l rate~~:,oE":attr1"t.1OC:e33e:"r.-: 

:.' 'fIo 
,"..t 

-....... , ... ~, .. -. ,~- ..... *:-""',. . 
.... JIIa, ".11111¥ ;~ .. ~I .... ,.._ ~'l" -~.,~"... -~ ,.. ...... If'I •• .,,, ... ~ -r.".,. '~-~".'~""~ ["' ... j .... "''''',"!,,' '.!..~' '_ ..... J...~ _ .. y ....... { .............. , .... _ ''''' ____ ''', __ '''' .......... _._. __ .... .. ... '-' __ ..... 

-~ .. :!be..t1r.5t .. treatmetlt,.,create$o. a :lUb:stant~ ",r'...3k tor :at~a;:er'S an~ the 
" ... _. ''- "" .. -- ,~ ..,., ... ...... ... - _ ... " ...... - : "" OJ· •. • 'wI""..,. ...... wi "" • ~ ~ :~.'.,/.: ~.' :, "_1 .; ! ~4. ~ ... =..,:::.:; ~':-r :. :~ (" :' .. :~ ~ 

. ut1l'1ty ~t.Ie. mu:st :neee3:SarUy. 'rely :oc-::,rojeete<1-: ~~;anc1, 3oPro:j~~ i?:~ 
4:""":-- ::#,1 .. ,.'II1II"' .... I~·l .... '-~I """~_'_':"~ ••• .,,:.,; ...... " _,":,- ... " ...... ... _ ..... ' •• , ..... ./. """",~,.. """".. _ ,-. 

~erv1ce "date. ""'For"ma:ny .~t1oc:s to''plant", both"the "~t:s: 1Uld-.start-up;'may~ ·be-
~-.. :;, .... ,~.: :::?,:'..:- :':!'';.;;'''''::,":",'.~, -':/~1~-:-:~"': ~:~"';:t .')"",,',....' iii-.#. ',-;~ ... ."..-{"", .. ~ ... ,..."l ..... ~~,,. ... '" .~""" ~ .. , ......... _.,.".\,.. 

pred1ete<1 w1 tll an aeeeptable . degt.ee 'or aeeii.1:iCi.... . BUt·1..~eeurae1e:s v...ll" ex£it; -
_ ... _ ..... - ~- .. : ........ :" ..... ;:-::- ... ~-:..:.;::, ".~- .. ~.: ;':~I:~":'~ =-:.~,..:.=c:- -::...:,.:~·::·'lM .. :;; .... ~!:-= '!:.~~;:.:',,;:.:~~.:: 

~th !.1mne'1al:. ;1ll:Iplieat1oc.s.:tor:: :ra~er:s ;and.: .~1c1ers..- ,.For,.. exa::ole,.1!r" ... 
.. ' ....... -~.,;.- ..... - .. - --I-"'~ .,"-_ .. _-<11 ...... 

. ,- --, ... " ".." ..,.. . 

~:":: .. the :a:Cttat:. ·:start;·6r~e~e13i .:~Ofl'··Or':a sener'it!n~·,Iant~·:J:ater.·;:S 
~:.'"': .. : ''''.,::.~ :.,:.::: ':.v:,: ... ~:.'''>;~,.-:::~: :.~~""::-~:~, .~. -.' -tI..-w. ';,.. , .. '" ,~~".'~ ..... ~_ w.)o .... '1 .. ~.- ....... M.,~_~ .. _ . 

. . ,than~.:the p~j~. i%l~~~~; ra~e:-3 ~-.dii ~ hive~ o~X;;3.1c('t.'le Ut1I!ty' .. 
• ~. _ .... -... _lwr ...J" • .", . •• '++.~ .. _ ... --' __ .' t..: •• ~~'., . .:,: ...... ~.::: ,r'":. • .,., \I .. ,:-::t~~:.'...:.";<·.z::.c:. .~:~I'9=:,.=:=:O .::~' 

;: :- :t'or".the::"plant., ,:~;~ld.~ .. ~ ~~~~.,a-;re~ 1J!J'. ~ J.:l~~~t :,~~ '.~:: 

; -:not aetuanY:~~' and. ::u;erul::;~~; "::Ori ~e ":'Ot~r.'ban.c1;;:~·the=1)rojeete<r:~t:s .• or..:t:e 

. 
~rojected. e~~. Overall. we believe tbat tor ~1eal ac141t1oos to· plarlt, tl:e 

~,:;!:e:',,=,f~;: -
... 

,.'..,: 

·," ...... Eor;.~~"enef"g1 .. ut1l1t1~,· stall anc1,l"OUtine addit100s to, plant are 
;.'.-.1 ..... _ .... 4/ .) ....... ,~..., :. ..... -. wI' ...... .. 4 .... d'7' ..... ~,.~~. :-," ::'-:._, ~:"-~ .. ;~..; 2.';"';","-.l':"-"';::~'" :.-:".' ~}"f.J.':::~."'':::t'"::~~ ~ .. ~~..:. 

-. ,. .. projected..,.1nthe ,.general t'"3.te_~ or attr1t1oc. ac1.ju:st:!lent ~. on ~tor1cal 
......... ,\. ,." • -:'~'-' ........ :'''_''.v ",\,,;_'J_'''';·l~4'>. ::... .";'·:~'/:'-;_~·:~';:1-~ !.A"t/,".',~ ;:;::,,:;,,:,,~ :~:';~~~:J.2. ,"r~~ ;.:-..iX;:::.~~: 

expee.elce •. ... :tt the ... u-...1l1tY-!.s. actual a44!t!oc:5 .. u.e le:s:s than projected .. 
.... , ................ , - ...... ,.. -~ ..... - .. ' .v 'lip ._' ........... ~..., _~ ~ ... \".,.j .... "'-' .~._: .. ,,.· ... Jl,~:...,,.-,,J.~~I·~ .. ~:.+~ .,;::!L~~:'::..:.~ 0. ....... :.: :':'_':.!.j~ 

_: "-.12a-

•• 

• 

, 
• I .• 

• 



'. 

• 

• 

... 
'. 

~tepayer:s "have "Overpa!c1;,,1t.the .actual..ac1d1t1oc:J are sz:.ea,ter.than ,;).l"Ojeeted, 
. ,'" ....... _ • .,. l.:. ...... "...-I:,·~ ... :.".t ~ .. _.I\o...,._ ...... ,;.~ .. /IIIo. • .. ~ ... h ....... ,:J. ..... ' .. ; l .. ~;,I. .. ,1 .. ':~:~.'J'~:: ':.'.J ... ;:".::"::':> ... ~ :-."l~~ : ... ·l~~~,: 

, .... tatepay~ )lave .~e~a1d.,,,,, .Agai%l" .alth,oush .. ,the ,.,1'~~.~ 1.:s .. ~ "p~, ,,~~;, 
~ ....... ,."" .. , " ..................... '- "---,,-_.- .... '._J.··u ..... ,.,~.~ "'_ ·fiI,.,_,,_, , •.. ,~.".,.",,, __ •.• ,,," ....... i. ... J .. _'~""'; .,. ..... -.1 _ .1.'1'\;'; .... _'_ 

q.tlelieve ,that-:tb~~under,- _:mc1,.,.ov:erpay:nents,_balance_ out ~~~:",., .' ,", .. -,',,, 
"., .. " ..... -.~ ..... _ ... ""'10.-, .. , ......... '." .. ' ..; ....... _ .... _ ..... ~ .... 'W." .... _ ..... ~ __ .......... __ ~ .: ......... I .... _',/'1 .. ,... ......... _~ _____ ,_ ... ... 

'lbe alterna.t1~, l~ eo=on t."'e3.tment 13 aceurate J:ut _~ ,.a ~t 
III •• -•• _ ........ _ .. 1",;.,.. _~_ .:"' ... •. ~r.!. ,,'....... J ....... 

he:3.v1er,~en on. the".utilitY-_".!-'hea_.:Jdc:!t10.= t:o plan:;: ... ~,.~ew~ ... 3-."'ter tbey 
... - ............. ~ ' ........... - > ... ...,I_z ..... '_ ...... ~ .... . .,.J,.. IV ......... , ....... , .. _~ .... _LJl ... • __ ••. _ ... p ... oJ wI .... + __ J,:~, ~ .. , ... ,.{fif _ ...... .., • ., ,. ..... " .... 

".'" ' have.~ "bee:l",put,~.1n .. serv1ce,~ both ~ the ",~ts an(j .. ,tbe,_1n~rv1ee, date or the,~ a:J:5et 
........ ",- .......... ~,.I-"'f .-~; ...... '" ,,..-' .................. ' ...... " ~ .... ' ,_ ....... -' .. ,._:_ .................. ,_ .. , .. ~" .• ~ ........ •. :.J ~.':._" .. ~' .. ~~..;..:_.'I::~)~; ...... , ~..)"","~:.:~_ ..... ' .. t'."" 

cay", be 4eterm1ned.J>ree~ly ... ,.Howeyer, ".:51:oce .. r.a~, .:zu:st ... bet.~t-,-~~;1~ely, 
....... ! ..... ,,,.. ~~' .. _ ......... _r"'· .... _ .. "'~ ... ,.·w ... .J ... _ ........ _ ..... ' ........ _ .... _'0.1'::.,.. ...... 1"'" .,_ ........ _...J .... ~~J ..... "'\ .. ) ... _ .. .:.." .... ~'_ .... 

-: the.,1rl-~M.1ce ,ate, .. , but., the"e~;. or :the, .plant-.will" not .. be ... 1n ... rate .. base ,J,mtil 
, •• J _ .......... , ...... -. ., •• _""' ......... t..' .. - ... _- -....., ... \ ... ,.~ ..... _~ ...... ".". "" ....... _ ..... J,.,.."'~ ..... ~ .. ..".,'_ .... 'I .... '''' _ .......... '..,...,. ... .. 

the Co:zrdss1OQbas iMue<1 ib c1ee1:s1oc in the ca:se'."r 'Il:lus" .• du.r1:)g.. the", t1:De ... 
.. '~~~ 4<. ,,_.,. ~~ ............ ".'~ .. $~..... ~:!,-.; :... ..... · ... _lw' .. ' 

- Oetween,..the .. .1:l-~.ce" date. and. the. effeetivew date_of' .... the. rate~ot:",..attrition 
• ",u" ,- ............... ' •• __ •• _ ...... _ .... _'1. .. ·F'.· ... _., ..... J '"" .. ,...J._ •.. ;, __ .. ,""'.' ...... ' ... v.I ........ ..." • .I'.'_"' ...... ~,.._!_ .. ~ ..... ~ .. ", .. 

. ~ .C33e,....the.. ut111tY ... %le1.ther .• aecr.uc_ AFODC ,.lX)t"' .... ea,rn:,.'3, .rett.'"m .. on its ~t:l:lent. 
Wo' ................. - .. ~ .. ...., .... ' .......... __ ..... ' ,-" .. ~ ... ·_ .... ·_ ........... ./....,.:u·., ............ ," "' .• '~ T .. P.:' .......... ,'-.I_ .... _.,~ ... t,;. ;', ..... ~ .... , ... ~~ .. ,II"..;.:... ;..;. ...... ; . .;. 

U!!tJ3lly. ~, treatment ~ employed. fot'" ~ aMet.:s· ,that are e~....ed to.begin 
...... ' .- " .~, - .... '-,,~ ~ .. ~~<, .,.-- .' ,,~ ..... ~_ .... 0I-_'.~.. .. ' ... _ ... :;"....... ... .. ". _ ........ }r ...... ........... ' ~~A _'~.::'.:..;....:;.,:,. ... _,'.; .... \.: :";"1 ~'':1::::J.. 'fi>4:"':, .. ';:,; 

~'," ~~t10ti' ,sb0r:tly, ... 'Oe.f'<?t:e .the~.s~ .. '"of'_:th~.~te::s.~.y~.~ .... ,'" .,.,.. ..... , "I -r. '"'''''''''' 
~,.. ..... ' ......... ;.; "'. , • .:~ .... ' , .......... _-' * ..." .. ';;" .. ,.. ...... " ....... 1 ...... ""1 .......... , 40100'..;..· ...... ~' .... _,_,.,. __ ........ "-' ..... 1.1- .... -' .. ." .. ~~ .......... '-.1 ......... 1 ,.:< .... ..,.. 

: ..... , ' . ,-.. ' ... ,Nel,~et'" "of the,.~, .eon.~e.nt~o~, .. ~~~men~,.~.,~~_ f:!?t'" ~?P~;~..t=J.op .. ~ ...... ...... ' ..... - ..... ·.,f ............. ~ ___ . ...,I., ·-".4 ....... ·.f ..... _J"'lul_'r_' __ .... ~., .• I. ... ~"., ..... ,_ ' .... _ ........ ' ~ .. _ ,,.,,. • ___ .. _ ' ............ 

".'~, .soNGS 2,.3."ld,,3 •. "'.TJnc!et;. .... the .. ,~.econ<1. a~p::oae?,,~~1t .. ~1c1. ~.l.:%l!'u..r. ~",,~ •. ~e 
........ '" ., ..... f;"' .. ~ ....... "," ........ .. ,_l.~ .. ,¥ - ~4,.. f

R
·..,·,· .... • ,,,~ ..... _",' ",-J."'" ...... W .. • • ~ ... _ •••• ..) __ , .... ,.,_ ..... ~_ ...... .,. -.J,;/>jIIt' ........ , •• 

,>,,~":.' u~O/::~,.~ ~~: ~~~~.;; ~~;~~:: ~~~::.a~~~~:;tt:~,~1»·~~tween 
tbe .operatiOZl..date . .ae.c1>"tb.e,.$ta..~, of'.the~. y~ "W:S; .of'.~~!eant~ .lenst,h. 
- -.. ... ' ...... ' ..... - '- """,,- ... ,-..... -~ ..... ' .... ,"""- ......... it. .~ .. ' ....... ... 1" "~.'''_'''' ~ .......... :. "1·..I'.,.'~ ....;..;.'.:...,,,,,_._ .... J...,:. '.)~,,. ... ""1;"'.,'':; 

, '. ,.",._.But ~the . ..fir.3t.., ant:1e1;>atoz::.r,",ap~~cQ,~~ .~ ~umat1:s!'a~tot;Z (or .. thl:ee . 
... • > ...... ,~ ... - ...... .... '_ •••• -..1 ~.' ...... , - .......... _'W *-',;' ... ~--' ... ' .. ~j. .. '> ~,,-~, ..... :, ... , .:;:t ....... I ... ,~~ .............. _1" ... .... r~I"' .... ':"" .. ,,~ ...... _ W'''''''''''.'-'eo; 

~: ... -::F..i..~;;'''""'the".~o~,. ~~ ".of' ,,~e, .. SO~S.;>~j~ ~~~. ~t ,. ~h~ ~ 
,p ................... ,., •• - .. _.-¥ ..... , .......... -~ ... , • ... I .. ~ ..... '*"'w \..0_ .. "' ... '_ .... ,.;.,:..',""J"" v, ......... ./"' .... ;~.;_ ..., ..... ~~.! ..... ~.~ .,;..! ... .. 

range .of' aeceptaole 1naceuraey ~ not~aeee\)taole! evec a 'tS erTOr 1n . 
~',; ~;: .. ' ".:~ ... ~:",'-''; ~~.~: .• " ;;,~.:,,;,,14.~ t ... .',~~~.~~;, =- ,:;.:.:=-:-: .. "; .... :.: ~}~~-: :~,.~~, or ~~''':::/~~ :;.~,!:;"'::":O:'~II~' 

..... ~t1:lat1ng .the "eQSt:s "of the i'l"Ojeet "Joule! 'cave ~a ~5 million ef'!~. Seeond, 
.-.:", ...... ' ......... '.'T~~t ...... _ ~" ... ~~¥._-'.~~.: .. -:..._) _S __ '-:" .. !:'=':...'";; ~;,,~ ',;j,,,,,,I:<;.:' -:-;'': .:-;:':'=L~~,~':'~ ~;:,:~,~~).=:t:-

-,. "~~t1m:tingt.."le~irl-se::viee,,c1ate ~ extre:lely d1f,r.!eult. ~ late 3.3 c:1.d-1982, 
.,.- ..... -"~: .... ,_ ..... " ...... :.. ;";'~"'''''''''''.: __ r.,· .:: ... .:..:.:;..:~., .... ~):., "~~_"'~'.l.~.:'-::,: · ... Wi~'t' ":.,/':" :~.:~:; ;..:--....z .... ~ :.::~; ~'~!": .. t . 

for e~le, Ed1zoa '.rcI.!I '.:5trongly ur,ging the, Co<:c!:s:s1on to .. 3(!opt a ~z:eial 
• '. ·'c ,.,_ "~...:, .... .",. __ ' .... ' .. 6 .. ' ... '...; ... .::: .. ~ .; .;'..: ... ~.':_; ~ : •• ::,~~. ..); --:~ .. :~) ....... _.:. ....... 

.. ',. _Q?eration ~te ..... o~ A~~,'5,_).9a2.,~nearly~..a. year: tlet:~ aetual oper.atioc:s 
' ............ _, ~-.~ ... " ... 'IaJ .... ' .. .I'. - ... _ ... ',.._ .... :"'~.'_. /_..:.1 .......... ~ ........... J.,.""w'..,·~-.. \#,~..:': , ... _ ........ ~' .. '-"~: ... :.Jo'=:' :.::...~;~ .:..;~~';~.:. ;:; ..... : 

• 

~;.~; ~:--::~.~·:.':.:tt" . . ~h~ . .:,:~i ... ~~~c1 ... !'~llowed~ ~.~ ~~)~,.~t~~" ... ~~o c-., .. ~c1 
'I" ; • .... ..... ~--\ •• ,." ., .... """......... • ...... ._ .. __ ....... ..,. .... ~ ... 4 <A _ "'" '_.:;, \.!'"'\... • .... ¥.... V .. 

, . , 

:' ~::~..:::,:: ."::.!.!!:.='::~::: ~::~ .. :~ ::=-'::.::~:.",:.:~'::~: ,,~=:t ::,,~;,~~~~:,).,:. :.!' ')::::". ~CL.!:'I::":~II~-:' . 
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'i;;~'~; ~:i6;~':jea;:~r~~:~::phnt=that~~~'t ;ronyv*Zit1ng:t":!"~, we 
,. ..... ,'"':":''''''''':'' ~'"; ... ",.t, e." .. ,,.,'.,,,..,,- .,.",·w ..:.~.,.;~..: .. -,~ ... : .. "_, ~ ...... ,_ .1. ........... ,.. .. 1' ••• _ .... , ....... ~-'...... • 

were ~ tllat' 'the rea.sooablen~ "rev1ew·of·'th~ .. mu:tt1.;.'bnl1on-dollar -p:!:ant3 
'-(y"'f"I':'''' -,r" ... ,t-- ~.r,,,,,,\ ~ ... _ .. , ... - .... ~ ' .... r-·'.,-~,-··'-.... f',.Jr ,.~~,. _,,·.'ot_'r ,~ .... ,.._t_., .,4 ... ;1 ....... ""c,,.'" .. "~~ 

weuld likely-take' a: locg" t1me"ancr-c6Ul<:r'not be -!!t - irito ... the ':tight" ·t1:e '.!11d.t:5 

.. ',' ...... ,(.11, ... f"'~. ""', .... rl ....... t' ... r," ~_ ......... 0', ,... \. '-''''/.' ' .......... ,.,. ..... ;I'~,.. ... \~'- -~ ..... ,,( + ... ".'-'J."" _"r. -'II ..... ... tI'\ ..... ,,~ ~ ... ~!'"o_~ 

"Ve-·c1freete(F·cOc!!1d~t~0a-or-·the· ·rea.sooablene~"'or'tbe· e6st:s-orthe-plants··~to 

. '::~ ~~~~p~~~~-We~'e;t3:6i£~ed -:eri~a' !;;r.':4eter:1.~~~heilt.~e·~:: 
... _ ... r,\'.~"(·"""1 ..It~'~1'.#,j ~,jf""'"'f'~,!~ ... ,1 .... , ~,~ ........ I" ... ,.... _ .... \~.,.,_' .. /":."" ......... _'" .... , . ,:_'''.,.'' I·~'·. ' .... r .. ··..".' ." .... \..""\...1 .. '''; .... 

J)lant~was~os:>erat!ng·eoacer"eiall1~ '- - And ~e-eveQ'b2llT' ~lished.··tbe-~.AAC"~· 

":~~ceountCtO: r:eeo~C1::~~~'::Oi~ 'C:Ost:rdt.ir1nithe-~" '!t:Wil:l-take"'-to 
I~~'- ,.,,;J~ -,_',,_-j.~' ..... r··~ f .... ,' .. ,., .(I" .... ;~ ",,' .. .... c· ... ,,\.~~,~~ ~ ....... '~,,.,:'"!J."."1I~.'. '.':10- .... "'" -~,,-I"".;:-.). ........ ....-'-"', r-'-CClCt!Plete the·prudency"'rev1~ J,,~ .'- ... ~---.- ... '-".~ ...... ~'.,.,- .. - ........ _--'.,-,.., .... :1 ... . 

:;.)':::: 1b~:Comb1iiiiort'or-:. these" ~;'SteP~ arirf' the::·acitt:2l":~-.;'of~'SONC;S~ 2 

;: .... :":,,.::-' ,-:-;:: :::~'11."'-:--~~7"~r-:."~, ~ .. ..,..~ ~··;:-7':' ~:'~j""::""+" ~'''f''"_r.1' ............. ' .. I" .. r,.,...· .. '~·, .... ' ... _;>.,_ •. 'i"', • .,; ...... ,_ "",';.,.,'.4i. ... ".,. ........ ~.j .. 
, of new ~ ~e<l prev!~ly:·- !hat" 13"; 't!:eplant"'began' eomere:tal'·~· 

• _-r""K\"'I- •. ~ .. I":".''''' ... , ...... I~ "lOr, -_- .... ~ J/';a.,''''' ~>._I ... , .. Ao .. ,II" .. ~ .. '""'ofIIIoI_(iW·f!\ 7 ..... ·;.. .. ......".,..,., 

operation l>efore the ~Otlba:d··'3t!-OpPortUnityto··rUle···on··the 'pru<!encY or • 
,,.,'."'" "" .... .,.,:-:r~ .... " ,-..,0If0 .... ··r·· .. -r' " ...... · ...... · ... r"' .. ~'.- tN,-,..("-_ .... f"Ik .... r .. ..., ...... .,~_"" ,.,.( ... "";",,,.,"'''' ... :""''''''f'''' (" 2···' .... ...,· 
'rev!ewed"!or inclilstori ;fri·ra:te~·a..~e!'"· tl:ey'1".a.ve"--oegim''t,o 'Operate'~ "tbel';early 

... ~, •• .:-, •. c..,. .... ,I".'*' ._\ .. ,",,: ~,.,.'''' "'~" _ ..... I, ... \..'t ... ,:....,, __ .:\ .• ,,,..... ___ ...... 1, ..... \."" ... ""' .... >til",,· ..... ,.. " .. _' ... _ .. ~ ..... ~~":.J,., ft •. ,. ... ' .. J " .• ' .. ~ .. y.t • 

. .... ·oper:1t1on'·or-"SONCS"2~~ecr two :tn1t!al' quest10ns ''With' rate !mpl±cat1on:r.- Whe!l 
.-'~ . ...,~ .. ..... ,r-~~,.,.~J ..• ""-" ,..,,, "':-..... ",_~ .... ",'1'" J ... ~, ... • + ,.'~ ..... ,"" ~t-#., ... ",,'f' • ...... r,.. .. '"ri.o 0"0'" 1.J.,..._ . .JJe ... If ... : ..... 

. mu3t -the"ut1"I1t!~ '~to;>'''~rr.:i:ig'-AFOOC? . ""Ilhetl···:ay·the;··e~ "of' the 'plarrt-'oe 
,-., .... -.:., ~"'.'" .,_-~.,. ...... 1\ ....... - •• ,..,. .. ". _" .......... ,.-.... ~,..., .... ,...- ... ""'f· ."...,..j .... _' .......... '., ........ -"..-,.. r, ..... ·_ ......... ~ 

placed in the·'MA:AC'-aecount'·(tbe~·te=porarr '~":T¢gate -tor' ra.te'~baze'wt~t'? 

,: _.:;:::..: ~~e; ~:-:;g ~;.'~~00C:~t1~ ··:b;.!d~~v,;d·:~~$ta~~'7';~aiOrY'~'": 
~ • .;o.~"...."..~ ; .... ," .... r~,.?"'. _.;' .... ~ .. , .. ··,-J· ... /"f".. ..... ·• ~ .......... ~.""" ................ ,..,_ -.. ~ .... " ... ...I.', ...... _('j""'.,.;;.. "\,,. i'\~'-""'" 

aecountlig pr-!etiee ~ . -Accinial'~or ~ A..'C'QDC~t ~ase ~ ~eri tne ;'prant"'be~" '" . 
... :·';;:. ... ~,z~ ... ,~:;I\>...-:~~. :~:"::.:.~:::: ::-,:"': : ... r" .. ,.."..J ''''·,: • .'1'','"",1" ..... ~~.;.; .......... _ ,~*,,- '-",-, ....... ,r .. PI-.,. J:\,...I ... _,_ ..... __ .... -01 •• 

eoa:oeret.al operation. "For- 'SO~S 2;' co=ere1a! oQera,tion"~ ~d~wto-~gia 
':l~, .. ;~:""IA ."'\. ... ~~ ,\"I".r.~,..~~_./.r .. ·'''I·:-' ... ~ ~~""'I-'I..", 4~, I~ .... ,." .... _,.,~, ,...,.,. • ...,. .... ,.,.,·~.,. .... ---·" ... 1 .. 4"'4 
met <".IJr COD 'Criteri2;~ cc A~t~"8:w' .. (A!! eate:s,wirl"t,h!s-seetion 

.. "l'",_,."_ .. ,,,~ ."- ~, ... ~ ....... /Wo."" 

'~il"'rerer t6"'983; ;;i~:::~~ei~~~~e~;.;e5:·::: ,~ .. ::',,' :-::':.::::? ,':.~~.::-.r.~. ~:~~: 

"h~::;';:-E~~::~;~~ted ;;t"; FE.RC-:aeeou~;;g· ~e;'-=y ~ AFuOC":~ 
;;~t6~·~roP·':~)~:;8:j:~FO~~.pJ~~:;or::s~te~~g;.iJit1oe;~e%-,-:the·e=ercial 

operation date ~ <!etemined ~ application at oct' <::'iter"..a. E:di~'5 • 
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en'OQeot.W.. In !'aet, all or ~e ~ e1t:ed~b:r::~·a..:;::aUthOt-1~·ror:!t3 -
~i0Q elearly. ~tate tbat state regulatory autboritie:s are not p~ted. 'r11 

':._' .... ...: .. :'~C:·'r'~· f·>t;.: :;:0;:: :;;: ~~,::, o-:'~:':; ,~_ ~~:.. : :'::. ~ ~. o';~ ~:~\/ ~.:~ ::r :':,t 0 ~ = <1_1 -: ~r:~ ~ . 
federal aeco.mt!:cg rules.. F~: ~~~t .;n :Northem ~States -Paler" O:c:pcmy v • 

. _ Federu l'Ow~_:COTm:!Miori%: ~n8~'F:2d'>1lrt ,~:1~JV<1th:~.· :;.19J'1):; the eeurt held, 
.. ,:. --..... " ~-- _"w" .... ".' ...... n ... ''''''' .... .,,;.~c :':::,~,~~::: ~, .... :c'.-: .. .:.:.,~:.~:.::- ~;i~= '';':1 ~~r.~;.::::,~j; 

"'!he ~2or) 'a~' -p're!Seri'bed' '-by: t.be ~!Federal.:power-J :comt1:m.al [FERC·:5 
-~~ 2~!:S19S0 ?~;~;-L::S~= ,: 22/J2 ~~~ ~~~~~~~~~~O~ 

. ~~1·'<1OesrnOt:·~:preelude :aeeount1ng regulat:ton(:'by.I:the~teibOc1y •••• Eacb' 

.... ~·, .. :."'I . ... '.'"":,:; .... .:.. ;:-:::,; ~ .• );:,-::,_" ;~ ':':(:,' ..... : ~:;;:I .. ~:::,I~,.; , ... ~~4'~= .:-:~ ~::: 2C;~ :':\02:·':":')·"~ :!.:t -
-.1--1- 1- :.~--..t:::""'::{a"":'-"""'\oo.""-,':"·"'. -'-ld ,,'.I ..... , .•. '''" . .... ,-" --r. ..... ". .. \.~ ",I.';' ~. -....-r' ..... --~.~ ~ ,..., JW.~ .• ~ ... ~ •.• ' ..... - .or _ .. :. _' _OAOJ '- ,," ... :..; III 

: :; - ':. ~ ~'~: ~~tiOCi:~o?~· :th~ :"ecist:s~or~ soNGs z.Ri~ p~ly~~':'in the 
:" -.: . '"~ ':.: ~~)::.., ::':I~lr:, 2 .::: ~::~ •. ~ _~ ::--,:'.,0.0:' .... ) ..... : I"'I",:~: ,", ....... ' ~~ • ~ ......... ' . ;.. ''', 

... .... - - -,."., - 0# ~ - -.. n ......... ,,::.l ' ... ::",~:; :.:. ;.~ C 9 ~) ::: .• ..::~ -: : ~); 0- :> ~:_ :-'~. 

HUC aeeo.mt :Or.' in .We .. ra.~. U. ~ nat'%7OW. qu~t10C1 of 'Whe'~er: 1"etroaet1 "Ie 
- w' ~ .7' I"" .. ,1'.,.:_',_,1 ••• l' ,. __ ...,~.'~ ...... ~ ".:,.; ... '._ ••• _ .. ~; .... f*o' ;':;";';;·,·=-:;~~i';; 0: :;'~~S·.:-; ... ~~~~ 

ratemald.."'lg ocet.IX'T'e<!~' ',' .A!'ter.:' review"...ng :tl:le .::1:>r.!.er", ~:-: the; ~~ ~ ~e .: raets 
• ( - • ...,., -,... '" .... ; ~ ," -01 .,' ....... -,.. -

,~or 'OJr'-earl!~" aCt1em,-'":we- :COCeiude;-iha:t~:til ·!)~8z::.:o"~34):Ve:' Violated Publ!.c 
::."':~:~:)::,,:~,-.,~~ ~:~:(:':"'~)=~ ;;'':';':::'lO~ =~~t~)t:l ~::;'~"::::<:",:"I~' ,=j~:'~' .. "':.~ 2.':c.:';":~:'t~ l~)~·;:'; , 

O't1l1ties. ~e, §128"J~Y .3l.lth~-z1..-:g the utilities -eo. create a.de!errec1 ~e~1t. 
,- '" , .. j ~ "' • .1-.1 _~'Y' • ..I.... I- "',, - ~ , ... ' 0 .. ,.".1:'" \ ~ ., .. : .. ,., ;": ,,0. • • ..::.: 'I~ :: .' .. (/;).!:, !'l =-~::. ;~o ;:;~ . .:::. t:'.(; 

". '-'; aceOunt:t;o::··reeor<!-:·~relatec1·~costs~",aceruec1::~t'OtIl:/A~t ~:~~~cl:>er 

.:: -- :. 7';' ~d -: ~~tk;;ri~reiite¢' ~~7.·rrcm ~i~ftO ~~'8;,·O'Strlct:ly 
~ ,:~, r: ":;.:. : ~ (:II~ '~f:~~: -: :1.' '," : ~ .. I". :: ,-.. ' ~_ ..... , .,1', -." '.~ <"'," '~ ........ .,.. r _ (' ..... ~. _ -' .. 

_ - _ _r _ ' ''_ _ ., -,~.f __ ' .. ' I. ••. ' _ 0'.,..A ...... _:;.;~! _ ;::..:~.-:;~:...:) 

~ .. ' ~ak1;lg,.:~ ~~:~~~o~'-'~~~~~'''::'~~~~~'~(1~~'';:''1~ were 
.. • ... ",.~ - ..... p - .-, +,..... ... -' .., .. .., - .• ,~ 

,,' ,.. .. '{ r ....... .... ~ .. ; f"" ..... _. -:' - ".I . .- .. 

~ti'ma.y not"be ren~'"'~';.ate; un~r·se~oQ~.~:-~ tne'>:re~ or 
*("',:,>~,: ... :;(;,c; ·':"!': .. =:)':.:~.:~~tJo~ ~t ~~ :_~./):'~::-~ ::::...:~ ~J.,4:~:O·,.~ :~C};':::3~;':~~,:> +::1:-:: 

th~J-:cost3 :~.an .1dl~::ae:e .... , ........ _,' "Z" V ' .. r ", ~ .,' .~ " 
- - ""'~'" - .... I ....... , • ..,J .... ' '.' •. t'o"r._

t
,: ••• ' ..... )~f ............ :~ ..... r.;;::::;~!J ~;.,~"",\ 

'," ':' :-Our~ cOQclU:5~OQ:: ~ from: t1:e,:~...:;>le ,nneil)le of;) ~...1OQ;: ~26 ~hat,·, .. ~e 
.":,, ':: -: ','J : ' ... ) ,'~, ~. --: : :, ;. :~" ~~, ,-:~' -: ,". I", ,- .-! _ (' M ~ ,"1 :. /'( _ ("", .', -.'". 7 . , ..... j. '... ,.., .... ,... _-

~1OQ may ~et rates~ ocly ~t"~Vely'.· Untll·~ 7i ~ ha<f- neither" 
: ~,~.I~~:-'_:'~ :".~::'; ;;,~ ;--;C.";'.:"!~i.r~,: :,::;: .. ::<:':.)~;':,.;: t .. , .... ~:..<4 ~:.~.:~"< .. :>~):: ~r.":- :::)'=~::lr~ : .:.r::t-,~_, 

re"I1ewed. the plant~3,~t:ent-relat~ C03ts tor' 1ncl\::5ion in rate We nor' 
••. ~ __ """/'.J"~'--,_;",, .. :"·r"rI- ... ~hl~' •• :'~>: :"P':':~:':'~~:''":':~~:::~::':'; .~~'::::':'''''/:':;::', 

e!Sta~l~ the !"AAC "oalanci..~g aeeount to reflect tJ:le carrT-rlg costs on ~e 

SONGS 2 and 3 ~t:ZJent. Altho.:gh we ha~'!:l the pa:st rade 3c!j~cenb to 
~.' 1 • 

ex13ting 'oal3ne1ng ac-:o.:nt.:s to reneet ~enb- occ:urr".ng ,~ore the adj~~t 

o~er \l3:! ~e4, we omot lawfully make :such retroaet1 ve ac!ju3t:1ent.:s to an 

account that did not exist when the even~ took ~laee. lbe dee~iOQ or 



<r,~,:~ ~::: -: =~~,:,,,...,:~ 2 :~:.-o:.s i!r.:~: :.--::.,!:~: ~,'.", . · ... :-:c: t~.~ ~'"~~"": ~~ ::;.~'~. ~ ~-,~-: ,.;\:- ;,: ~ ./ :.-::..~~ ... :? ~'::"!,",:~I~. :;..::, 
. The retroaetl.ve effect is apparent fr'om the .... ording 

.. f· ~~"'~~ ... ::' 11 .. " .. - • .... ~. ..." .... 1/" ""."~ - " /"4" ~ - • p "'" ",," _.. .... "',j", ... ,.~ ~. _ ,., ........ ' -~.f'o'" ,. ....... ,1 ... • 'I ... ~-~ 
.: . .¢. .;~~·r.~l>aJ:39'J2.Pb:..Cof "D.o3-0~O:7: .~, -'., ,,~"'-~"' __ y .. I •.••.• )-'" 

,:::-:.:-: :'-,.~~.: ,,~:": If~.the ".P.l:an't7meets. ;the . ..,~p.O~eriter:i.a:;~i?r-ior, .. ~ "~e=".,.,= 
l.ssuance of this decision, Edison an'd-S'OC'&"E"Or~hori"iee 

.. ~'~"'-::: ... :; _to ~'<:Oll..tinue,~e,er~u.in9' ,.;ll~anc~.,.fo~", F;unds.-.Osed.~.Ou:.i.n9 r, ~.-.... 

Construction for SONGS 2~ capitalizinq' 'oper'atln9-vand ~' .. 
".: ::: ... , , " .~ ::ain.<tenance::ex~ses:,: and, .~r~:i tiz:1~~a~y.":,..ene,~)" ~ 9.ene~a.te<! 

at avoided costs to the SONGS 2 work ord'er'until· "tbe"MAAC 
rates are placed' . into ef.fe<:,t:.~:· .. ·(.Empbas,is-radded .. } ....... " ".- ,-........ 

.. ... _ ... ,.... - ~ ., -.II _ - ~ .............. ' "" _, 

,".' ~:"~~,s;,:~ar.ag,r;aph."w.as- modifi.e~",:in.,..O .• S,4.::01:-.0~:~.to; a~er .. u.e., the.z~ costs 
" .. -~" -:-.'" ... ~- ... --- _,.~/- ",.., '.'''''' ' ............ ' ..... L.:.~.,ol1 .. 0 '-;t:,..~ .... ,:...:./_:;. ':J:._ 

in a deferred debit account. We also notEd.in that sa:ne aecision 
r'>I~''':' .:;::-',r"~,: 4"'1 ~~ '~.I": ~':,):::' -!,',,, . .,o-.,, ":C' ;,",,=,,:~:; \~~'::.:-' .. ,,;-;-. ... : .... ; ,-,~~_ .""'" ,,,.' f'.I"''' " •• ,',-.; ... '. • .... ........... ......-, "", ... 'fi • 

the nee<!· to determl.ne whether retI"oact'~ve')ratemakin?,had .. f' .. . 

.. :':; ···~inaQmten:t1.v: beeri';:::aa:tho~ized HJ:l"'..r.tl'2ese,,:~eatment.s'-·"", ,::.~ ''".·r··''''~''W. ,J. "- J.' • .-rw· ,_" .-~ ....... +" .......... ~ 

-:"::: ;::. '::':' .~,.:::.:It;~,.coul~ :~= ar9-ueO.."tha:t, .se~;tion -7.2.s, .. prohibi t5 only 
. _... "" ...... "" ~- ......... h.... ..I-I..;oH ... '.""'· ... : .... tI'II; '10 ......... : .... 01, .. -';;." ~~,. ___ ":r.~ .. "'::':',;,., :...;, 

the accruals in the. def~:re<i t3ebit account before Septemk>er 7. 
':' ... :",-,':"1 ..:.:,-""":'...:; .. ~:-:~:: ':"" ~>=:.U., ... ~ .... , r"!,.J' !""\~ .... ,'~~1._~ "'I~j .. > "'""",, ,,_\._ ..... ...;' ... 'id.' .. .,."J I~.'~"'':'' ..... : _-"'\ !4 \r."'io" ...... , 

•• • 

Based on the analysis·-rn-·th·is"'case·;-....,e· .. ~ow'·conclud'e'" th'at ... -the 

"'::: ::;:::~'de:ferr~d ~deb1:t::::aeeOun·ti::waS; terrOneOlJ'Soly::'<:r..eAlt~~J!O:n-temp.l;a~ion • 

of-.. ut~oacti.v.e .. r..atema·king .•. ~rdoreJ ,the whole deterred d~/:)it 
.... , .. '," --. ~. ~ ." .:. ... «"" ........ ..,.,,_ .... ..... __ . __ "~ ....... - ,- ~ ... ""I.;.J-' .... >~".,.J .... ~.~~- ... ;~,,~:/!!.,,··,.,r.~~,~.-.:c~ ::,,~~,: " 

. account m,ust be ::eje<:ted. We cannot rej-ect the- portion of 
... ;:~ a~~~~~e~':~s~foi~~'S~~te~~=;;'~ ie~~i~'!:'tb~ por·t,£Oii :;:eeraed~:'a'fter 
:;,~,:::: ;sept~:-~ ;;,,: In:-·add:L'tion.;:::£f·.~,..th.e:Co:amissi,on;.,,~r-e -t~ or~:e:r,--=:--the 

.' 
'" ,:.-."r.ecove.c:y of .... the ~aecr,uals~.after september 7 _for this aCCO\;lnt, I.,' -,- .. ..4_ •• ~ .. ~ (Il.. ......... , • I.' .... , .. "..,_ ... _: •• ~,:; ~,,)..I.~_ ~~.:.:,:.,;-: :;; ';'Z..'::;J::·,j. .. . ,:~~~,,~ ~;;w: ::1:-: .. /:.::: ;:,~.~~: 

tb,4! Commission wOlJld put itself in a cootr.:lclictory pOsition. 
'I'he accruals of O&M expenses in th~:::ee\f~Tre<r::~ee15·tt :'acCQu'n't;:: 

'~:"~ouJ::d ~:£ff"~r~:fl:om, th~~:O.&t-t exp~nse~ f(Xlnd~'"t-easo.z:l\ab).~~in.:.:.~he same 
"",~" " "d~ci.sion .of· "..5eptembe.r· 7.", We .. ,2refer to reject the entire deferr-ed 

............ , ,." •. ~' .......... , .. ~,..I .... __ .. ,.,J ~ ,,_,f: .... _lIo"_:~"' ...... ~.,.I.J.< ·,,: .... :~o I:!:..:\"''';~*: :~;H!: ""'~t.::, ~~:J":0':.!~:=c.~ . 

debit accounting because the purpos~ for creation of the .account 
~',:. ""I ::.~ .... :~ t.::~--: .":'" III: ."':':,....:..:.~:_~~:. ~:: ... h, ,"': !j~ ..... ( ~!I' .... -#'- ,..j-I",..._ ..... ,."~· .. ,,... .. ,,~.~\!o' ..... ·, fo'" -rllil"""'~ .~ ,I,J • . r..,.n., ",.j ." .".".. 

unlawfully contemplated r·etroac·tive .. ·r·a:t:emak'inq-;· ... ~· ~J.: ..... _.~~~/,:. 
'··I..J.,· -,,,. '7 .. ~'"".,.. ~\~ '... """' ..... , ;0III-...Jt' ". .' 
" .... \0' "' ........ ' ___ ..J..- .... , •• _ f-'; .,.,;.; ~,... ''''''10 ~~ ... ,. ........ _ .. jf".- .... " ........... \..-.,.,..,...,.,.-~ ,.."II.,..~ _~" .... ,.J ".""...,. 
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,On .. Sep~r,.,1,,_we_took several actions a!!'eet1ng rate3. For investment-
b· ........ 'oi _h._.L-.~~.,~ .. -.1 ... _ ~ ..... ..i_-"~-tl' ~ -. . ...;,~,'~~:' c::~~~~-:)~;.:~·:·~c-:· :- ~!-:.c ",'~,J.=r.-! ~;::c:; 'Z·l);'_OVr. 

rel:;lt.ec1~~~ . we"es~tJllihed the !".Me aeeount and ~t the 1nitial Maj~ 
' .... ~,,, •• -~-,,, ..• ~~~'.' • ...;".".',.,.::,. ':"''w .:::'::;:':: '·--L--:~·'" "',1·'~··i'J"~ .. ,-,,\ ... , .,., • ...,.,... ............ ,..... ....... ~J~ • ., .... , .... oJ.j ... "-f!"-,~ . .... ........... _ .. _ •• _ .,' ...... ., .c............. .i_._-,_' .~ .... _ ..... ....I"" ... .,.'_.~ ..... I 

~dd1t1o= Ac:1ju:stment.Blll:1ng Factor (MAAEF) rate:J. ,For non1n~tment-t'"elated. 
,:~.~:,:,:~.-:. ,::,,,~ :.~ ~..:.:: :;~:, :'~~.,-:: -.:.:....:;';:~: .... /~:, ,~+~:,:; ~ .. --:,:,,'.::.~:."': .:.:' :,~:).:,_."~-;.~ ~:..:. :3..:J;'.: ~-:. . .;.::::'"::!::':':? 

C:QS~, we deter'm1ned. the ~le level or ~ rot'" 1983 and, autbor".zed 
. ....:;;:.'tj_~ \~:: .~~,,<:~. ~:.::'" :*~';,J:;--:~'~'~:: ":::\':~.;,~.::-' • ~~'j:l.--:.: ~~;::fI-::-~ 

... r.ates (the Amual to!ajor Additi0Q3. Rate (WAR» d~ to recover thO$e 
" • - :0-../, .:...... ~·f,"('(·' I .. l,..'- .... !"',..~ ... ··~, .... ~ "I'r'~' -~ _.'....,. ,.~~ .... f' ,' ....... ,. .. '- "'""t-..""'I'J" ".r'. ~ 

.~ .,. .... ".r • .... ...,.. • '..- ...... , ••• ' I • "'i ~ _.' ..... ...., ~ ~ ,.I'f.J' w'y • '.~' I, ...... ", ..... , _ I,. _, ...... , ., .. ' t ... i'I.1. j, , __ • ' ... ·,.... .... 04W""1 ... ).' ... J-. 

reasonable.. ~~. Invest::lent-related costs .,.,ere acc:rtJ~ in a balancing 
, ... Io.~, ..... • .... -. --' .. _' -_-. ""~ /> .... ;~ ~ r;"" ..... :':"::::::"~~2, ... ~ • ;,:'S ':.::;.;:;'::.:...:.:; :"'\ ;·:s-:' ~~" •• ' :~:. ,,~.,~.r'!):.. ::.:::~;.--.::. ::.:: 

account; .. ooa1%lvestment-r-elate<1 eosu, "'et'e oct. 'Il'l:13 <1.U'!'~ee 1n treatment 
"" _!"'.... , ... ...,. ...... ';'~ ~';.,~ ~.:.. ;.,:;-........... ':..:...---,:..'.: ~ ~< ... '+ '~~ ~~- ~.(~d:;~' ;: ::.(" ~)= ;.:~ :: :=.':'~ !:>~c·,.:o'V~ ':-~: .. : =.S 

, baland.ng ac:c:eunt treatment was rejeeted .~ rates <!~1gnec1 to roeeowr 
:'~ .:' ""::: ~~~;t;: :-::':::-: ~.:~~.<:: :.:._ ..... : .~~'\:f.'.~:!~::,:.~ .. :':~:::';~"">~ .. .:."' :.":::'::':~;"'-;:'~'j~':::' ~~'.~: .,; .,":~'::::.~.:,;, .. ~.t; 
~b~e C¢:sts wet"e auth~.ze<1. ~ra~ did· not. beeome ert'ect!ve unt1l 
~~.,.~ ,-, ........ ~' .... _ .. ~ .......... (", ".,Ir~r ,.., ..... I ••• ~I"""..., '~·r .. _·'- ........ ~" ..... , _.~ •• \ .. ",I'O#-~ ......... ~ ..... fI't"i. •• ,....,..,,;...r.lt"'" ..,. ...... ,. .... " 

•• 1 '","'_ - ,: ..... , ........ 0",'. ' .............. _,..,. _ .... _~....... ,~""""".'" ~...,. . .",- '~ .. "" ___ ....... "...;",. .. 1''''; " .. ~ #' ... ' ... ~.r'W: "''''''_''#0.,.. .... ;t', r ..... ~= .:.".,'..J'j ..... ':.. 

Oc:toOet- 8, and· the util1t1~' 't'eC.OVery or their noc!nve3tme%lt-r-elated· costs 13 
~.s",: .. :::'~~7. ro~':.~~~~: "':~.::";~~'~~- l,:~~,;,:~;:::.:.~ ~:'~1~~~ ~:,:..,:~ ~e/~'':i;I:'~':-'::::-';·~.J:' :"~~A2C::":~':)V:-:O:' ~l,~~:~/:-~~::::~p 

limite<! to 'the rates c:oUeete<1 from Oc:to~ 8 on. . . 

Edi:sal's argucent that the ~1oc'~ a~i01l 1:1 ~tabl.1sh1ng the ~e!'e~ 
;0, ,\!-:·~.t.:r~ ",:'_,:",0;"..:: ';;',-/":': __ ':'.::.07 ~';'::= :::41;;:' ;:;:~,/"";';""~>::'II: .~:: ;~~I.·.'~~~'::::- ~1:2:;~.,:~.;:: ~~t/;'~=~~ '~/A~ 

in :setting Ul> t.'le deferred debit aecount, QUr clear irltent10c was to ~r"<1 
... :.~:: .. ~: ;;::'::':c~,: ... c-:- '\/;. ... ;" :"~-C"'-""j''''I'''' ," '''"1-', *··-r:t,...· ..... '="~¥ f+,......~I#IIII>.J..~ ... ~ • • ;-.I'r1-'" 

• ... '" _._-. ' .... , .............. ". , ..... ' ..... ',._ ... 1 ..... • ...... ~ .&J."' ____ ...... ':;", '-. 
~t.s for 1nc:1U-'ioc in the MAAC aeeQU%lt~ an(! througb. the ~.AAC a~t fOr:" 

.... ,:,': ~;::~~~l ~~-:!-;: -'!c' ~.:,~ ~~~ .. /,:~I!:~ ~G\.": .:..;:.. .. ~~ t::~,;=.::.:;:~, !.,::.:: ti.~;;=' ~,:,..::.-::.~~ ~:,.. 

1nel~10Q in rate ba:se. It tb.e ,roh11)1tioo applies to the ultimate aeeounting, 
~f. ... r ... :.:.:::..:' .... :,"";~7f'~~'": ~:) "":.~:c :I~"""" ... ·'c. ~tc.:..,·r;·",,~ ... ..t :;, ... .,."':<:,.1 .......... 1'" _ .... ;;' ... """'.-_.,.'::. .... ~~ ~,....,' .. ~I· .... 

.... ~''W ., '- "~' ...... """ j· ... c "" ... _ ........ v ... _. ..", __ ,~_,~ ....., ...... __ '._ .... : ..... 

. __ .. it aJ.:so. $lCll.1l(j ~ly to the preHcinary·aeeount!ng. 
:-~''''.'''' :,:~.'- ... , :~~:r.;.::;.;.:.:\\,"~':_;::~ ,.)_''':': .. :-::Jl!::,;'~ ,,":,r.:'~'f,,":".:>~~": :;: ~>~~"~r;:'~<:' '~~':.'::-: ~"I :;~.=:t.:~ .. ~, ....... , .. -..,.,., .,. -

: . 

s· ,,~, • • _J ....... .,..,."' .. ... ~,., . 

. ,.~ !"urther po1:lt ~ to 1)e re:solv~. !n D.32-09-104. 9 CPUC 2d 697 
"'ft .:;~:; . . '.J~<.~l.r):;':'· :': .• ,:.~: ,,::' --:.:. ... :;c.=-~:.· ~.::c:~ ~)"/ :::~-:~.~;;~I~ ,:r:;~ ~:~:'j''';' S ~~:I.~ ~O~ I=.:.~ec~ 

~~ ................ '.J ... 
,-" .. --"-\ ..... -. 

-JA.bO-.' . 

;ojJ._,.,.,.. .... jlll .. 
" . ,... ...., ~ 

" 
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" #' r ,.. 

_ .... Jo' : !:!, ~.~,...: (; - : .:! • !\ ': 

"~"""'''''''''-'''''''~'.f~·' ~ ..... ,":t' "'~r.~""'" ""...,,.,,'A"""",.,.o:J,""'''' .•. r,,-.!-.:'.""('" ~~.r;f't1r.""" .. " __ .... 4:" ....... ~I''';-r-'''''''# Jl<fr, 

"avo14ed'eost 'rate:":md':'a-~pOCc1£ili~'crred1tJwo~i<r-oe"::ade·~~n:st.Jthe 
~t;.·~ .~~,:rJ, ' .. :.:.:~: ;;.!:,.:. ~!::: 

eoo:struction c~t:5. 
~""\<~ I_.,..~ •. _._",..,~ "'L"~ ~". , •. '~ 4' "'oJ ! ........ "' ... " ~"I.I ... ~''''1Io' t·.,;. '""'o(Io~~.f\". t ... ". ...... -"._ 

'!hUs;dthe··me:uer·attrl.'buted~tOVSOmS''''pre'~mtn3'r-f-'' . 

... r:!~.~~=~: ~':";:-;J ~":,S~~:· '.);':!7~: j/)~ ::.'..:':, 

avoided ~ Payme:lt.:5 for ;>ost-COD SONCS generat100 withoot, an off:setti."lg 
, ....... : .... "' .... . 

~~\v:·:;·~ .:: :.ILJ~.! ~~~!) ~~.,: L-' ::!:,::.:. ;."'7..~~::.~ ~~' ':'::;.11; :':;:~'::-"':~:~J~: ~ ~.~:'.~-:;:''::; ~·!:~:\.::~)~t· . .:: 
reduet10tl to the eotl:Struet1on aeeount:5, ratepayer: ~,pay muen=re ror the 

r' , .... ;-.,. ,...., .. " 1.-_"'." f':~"". ,"/""'/","" '\."",' __ ,.... ...... ' Ilo, ~ ..... .,,.,.... .... :.. ' 
.. "',' .... ,.~ ~.-..,"" •. :~ ... -,I ~., .... _ ..... "~ ... ,-' .. ~.:. ..... ~~) ... ~,..""':' !.:'.;~ •. .;. ~_I(':::.~-::'~::',;~"', ~r-:~,~'" ~:t.c~ ,~·.!:c;:;..~oe~~~ 

SONGS generat10a than for oth.e!- util1ty-ownedy eoc:mercially operating pla.nt= 
:~,:; ,':,;':- :~;~.;: J:~~ .~,.~",,!-,:"::-: ~::=~~~:I tIt:':: ~",:.::;~,,: ~.; ~~:-' ~ f~.'::, ".::,~:;"l,'~~.rt; ~ ':':.~.::.,,:;~ .!:::: ':J ~::.~ ~·r...:: "c "":~-ic::'C' 
~loy1ng eonvec.t1ooal teehnologi~.. SI.1ch plants-' usually reeoVer" their aetual 

.:'rC ': '":r:~o:~:~ ::;~"':. ::I:·:,~"~:'':';:o: "~':')::'-: ~.,:-:.: c: ~~ .. ~ ::.~~:.: 
fuel and othervarla:ble eosts in ::CAC • 

. :>:~"~-:~."~:':~ '~~~: ~:-:,':~~~':,:.::.:.,:I!:'tf) ~ .. : .:":~'::~r ;!t:;~~~t7.~=~: 
We re:solve these eoccerns by 

~~';':":.~;::~.;C::');~, ~:;~,7':.:':'::J ~\:-:= ,..' :,'.::":'QCC :-:~::":~~:"'I~':- ')~~ .. ~: .. ~.:,!:;":~ ,~~,~'=,---:'::,,:: ~~ .. >~_:::~..:. 
period. from August 18 to Oc-...ober' S ~' of the 'Oar on retroactive 

.. ':-:~:!"":.r.::"""'~'(.- ",. ..... ".,... '-_\ ; •. ~,... II:~,,..'.J. , .... .-1 .... " ...... Ii' .... ,~ .. .......,..:~ .. ,. ... ' .. , .-,., 

r-atemk"' ng.. 'Seeau:se ra~ -~1gned'tO' 'reecver- ~Sle-noclav~ti:lent-relat~ 
.... ,J> '. 

..• 1'" ""I,"" ~.'~-:--
_o¥ ........ "-' 

•• 

• 



• 
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.. Also, 'oecause or the tJnUSU.'ll timi:lg otevents, the utilities ·.dll not recover a 

.~_ ",:.-: •. ::X~.::~ .......... ,,~;: ::';"""';":' .: .. /J ,,:,.\;..;.:,;:... ~!'::":""': :. ... ::.:, ~:'~:~ .. :::_..:: .. ~~..:.. ;::: -:. ....... ~ '::I'~"::':'::-:~':"!~\ "",-~::: :"';~\~_-

returll on tbeir investment 1a SONCS 2 from August 18 to· September "7.. On tb.e 
, '~·other·;nand., , ihe;"'uUl1t:t~·cW,tll-:-:reeoVer ;;tl:ie!r :riucilear~rue1:;:" eO$t3f.r~t~t:1a 

on. 'l'h.e.:::r-ec:over-r-Or.':!aet:::~ wtJ:l "oco:r: 1n:"':tlle".~x13t.1Dg~c.:anct AER :,..::, 
,aecouots, ,~anct ,theret'ore .. 1s oct barred by the retroact.ive . .ratemak1ng prob.ibitioa. 

': "'" ...... ",}.: ... ""-, ...... :.::'\. ::,;"',::1:': "",!r.;: ;.,~"_,;.~.~""."~~=rJ "':.~1~ .. :....ro: .. '1J#,~ ..;::-:::. .... ';: .:.J~C'-:::-."..::--: C·"'::"t,\ .. r~ .. If·_'''':"!':_'::::'~~ 

, . \ie' have ~ concluded that tor state ratemaking purpo:se:s, AuguSt 18 is toe 
... ~~ .......... .:..-:. •• ~ .... --. ,>.,_011 .. .I',~ ~-"'l't'f'.r ..... - ... ,.,_ -~,-, ..• ;"~'.,. ""'_ ...... tM>, ,.' .. " "'t .... • '"~.~I __ .,...~,~ ......... "" 

. COD .... Up~"to-' that" date; pre:;.operation·treatmetlt\~ (incmd.i:lg:;'aeerual ~0r."'A:FarX:; 

eapita1·iz1%lg:'O&M,epaymeo;~·ot''::av01ded.jcOst;:JPr1ces~t'~ gen~ration~2t1a ~t1ng 

of avoided. eosts. ~1nst eocstruct1on costs) is, appropriate •. A..~r August 18, 
.,~_i.:"~_..;.. ..... ~_t ~:-;~ ~:,~::",,~.::.' .• ~ ... ,.:;:,::-:..::.r 

SONGS 2' was in service. Recovery or fuel and other var1al:>le e~i3 ill £CAe and 

AER my.'Qegin immediately on August 18. Recording or 1nvestl.Oent-r~lated eosts 

zay ~g1ri on Septerzlber 7, wen the MAAC waz created, ~en though the :~ 
rates did not take effect until oeeooe:- 8. Re<:overy ot'noainvestment related.' 

eos~ my regin 00 Oetober' 8, wb.enthe A..~ tooketrect. We calculate t,ce net. 
effect of th.1.s aeeounting treatment, comparee. to tlle treatment origj oally 

ordered. in D.83-09-Q07 ar.d. D.84-01-034, to be a rectuetion ot Ule MAAC aeeount 
balanee of approxi!%lately $13 mill10a for Edizorl a.ocf $3.6 million fo~ SDC&E. 

While this accounting t..""e3.tment is not perteet, we bel!e"/e:. that it is· a 
vast, 1mprovemect over our ::nore coo.vent10aal treatments, to Ule" -enOl':)OUZ benefit 

ot botn ut1lit~ atl(f ratepayer:s. Under eonvent1ooaJ.approacne=s, tor- example, 
if we bact accepted Edi:;¢a'!5 est:imted COD or Augu.st 15, 1982, ratepayers would 

have paid. a return on the 1n.ve=st~t in a .,lao.t that was not operating:.. kJ,c it' 

we bad. waited until tOe attrit10c ~ follow1ng comc:ereial operation to' take 

aet10n to renect <:ost=s in rate baze, &11soa would. have had. t¢ bear the 

earry1::g eosts or i~ investment until ~ " 1984. 

-1114-
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We ~hculd WO 'POint out that it we are inexaet 1:c. our aeeount1ng treabent .• 

;·:~~r·tI;.rg~~~£~:~i~ti:~~·~;h~-:!nt6~~te ~~::,,,.e:-~:ai:50:s~et::in 
~ ... ~.. ;~:: .. "': I~~':,~.-:;:c,~_-<:,; ':0":' ;:. ~ .. "";"'~':';"':/~'" ::':-;#': .... : ',S ~':/I, ~~ ~;:. .:';~ ":;.C~.:; 2..~,j·;1~l ~ .. :,'):!:: :':0 =~:.:~ ~:': 

~~I:9la.zl~·:tha.:;:..~;:oo.; ~ o;>e;:ating~r~,,:~~ .. ba:'5c:.~ ;':~:':!9 . ;~~~~;e, , 
c11d not· ~te-~rol"";%learly'~ Year'S, ~yet it::~·~·,~te:ba:se.:-: 

-, . ,.:' .• ' .. ,....; .......... ,-.~. "-•• ,~",,.:~, ,J'.~J' "'''''-'~''''~t,_ ~:.,...,.oi "~/- '~'l""- "r- .. ",.~ .'.'", I"""'.''-'''f"·,_(,,w<#l .... ,../... .""'-''''~'''''' r 

·S:1l~:larlY~·-?G&E·s HumbOlCtt 'plint'~-%lOt ~t!ng-r6l"'''three'''Y~'~rore'''';'e 
.. ,., .... ;.~. ~ tr: ~. ::':":'::7 -'.' . 

remov~·,1t"tron-rate.~.;.·We_poillt ... t.h13,out,.llot,:;O ~t1!Y,.tbe 1mp~1or:.s 
• _.' ................ _ .... - t.;: .............. · ... '_· ...... ~ ... .: .... ""} ..I' •• J __ ; ... ....... \.1'0#_",.", ..... ' ... , ... I-~· " .... ~ ......... ..; .... ( ... ...:.lot ........ • Cr ...... '''.'''' 1> ......... tt.,I 

:~::..:1n.:oo.r p~~:'oat:-:to democ.stra~e:t.bat.:)the:se;::1mpree1s~~,~~t~~~;-.: 

... ;"-". 'hI_ "' .. ' ..... .,. 
,'"0,." ........ __ ,,..,,,. ••. 

~ ·d·· ......... ,(.,~ ........ _ 

" .. ,.~.J ',~ 1 

- . ,
,~ , 

,",-, ..... ; .. ,... 

-:, .. ... t,.,'''~ I" 
.... I,.I"'J ... ~..-/~ 

,. ;)":f: ;:,~~~ .. ::: ~, '" .... ,- "'v ... ~ ,...~'YI ,... ..... "w. j 
"-.*.;1';' .....,.I .. I,I"i.~ , ... ','P'W "~_Ii,, ft 

't:~ ~:" 1,/ c ~~ ~.);~ " ... rj'f,.,..·I6/O·: .... ~ '( .. t"-II, 

.'~ ~ -I '''''',,~''' "",.J __ "oJ •• ~" 

_ .. 1 , ' ... ! " 
.... ,.I'.-.J. ___ • ., '" 

""" •• ',.1 ... ...,1 .. ,.. I" _ 
.".. ... J ~~..... w .. __ 1_ ... ~, :~ ... _ 

~ ...... ,:".... ........ 1:1 .. i.o., ... 
.... '" ...... ~IIP' _ .. , , ....... 

" ~5C'::~ ~~.Z .... "', , ...... 
..,..t, ... ·" .. .t:\ '" -::,; ,' ... ~.~ I'j"'f ,~-

~ ...... " :O~ 

,... .... - '.-_" . .,,.,l 
., .. -.1 J I., ..... ;J...- wi 

,f'._' 
' .. , ..... -

,::":::g~.< ...... r' .... ~ \"".,., .. 

::);,;; ~~"'''I·'''''' '- .... ',,",- . 

r ", ... " ,. ~":r ::.J ...... ""'_H-tw4 

"...'....... .., ,.~ ... ~ '" .... ,-, ... '~ .... W\- f/'It ("'",""''','' .~i'" __ ~. 
ttl .. ~ .... _ .... I iii \00:," 'W, ...... ". 

,.. ·"'I_l',' ___ ~' • .,.'" 
..... ~ .. -, ... ' ~ ... '., ..... ,-- ,- .,,"r- ........ ',.' ' ....... "'., . 

_.l~. ' ...... ~' .. _io# _. -V'"" '. 

,Ot ~"i·~ ,,: - ........ ' 
... < ..... ~~, .~ ....... >., ,.. 
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• 

• 

.' ... ,-.,.. -t;.,
..... ~' ........ 1. ~_ ..... .... I ': .. '"i . . "'.'f'~ 

,.' .....;, . ...:.,.1 .......... ...; 

...... ". ,. ...... .-,-~ 1""'0' • 
..... ' .. ~' ~ ,:: ~j :: ~.:.~'.:. " ~ :' . ....... ' ..... 

' .. ~~ •• , "'WI" 

'- - '}::: ~:'O'n1 ts :o,! .. ~ p:-oeuetiori·:':de:9ree~·atl-;o:l ~ :;.:: "': ,: '-~ :;.,~.:: ,:,'':''::; -::: ,. -' ~ :," 
: :,: -: :'.::' :"Cos,,; ~~Defe-F'iar. CS3,1aneiri/g Aecouc,"t.}::Met1ioe.s: -~~; -: ':.: :-;';', ..:.;~:. ~ -:::: ',' .:::: 

1. Levelized slnking~~d depreciation. 
2. Ex-:er..ded '1';AAC "oa:'ar..clng acco~t ph.ase-:n. 
;~ Sh.oreham tne phase-in. 
T:-enc.ec. (!ll!lat·ion !n~eied'- Rate :Sase Method 

- 1; -

_ ':.1':"'''"'1 r , .... ..,..,.-
.. ... \.-' _ .... .,.4' ... .,. .... '" 



,. ,'. ,.i. I' ,. .• 1"", ,.. ~'. ,. 
• _cO-,.' ~ • .;} V ~- :... ..", ...... ~.~ _ r~ 

SDG&E's invest.1ga..t1on.., of ,cap,ital, .. rer;over:r ::1ethods were , ~ .. " y.- .... . ,. ~ ... ....,. ~, - ...... ..... ~ , ..., - ----_ .. _--------------basieally s1:11ar to Edison's, however, ~ue to the dif!ere~ees:1n . .... 
, ~"""'''' - r"". ..1. 

sssum:o:tions ma.de,_,tll~ ~~sults werf! not 1de~tie~: ~ ~ll~~ 3ta.!'~":-:::a:d-e=:a. 
."",:,'';:~;:;:'.::S~. ~:'.~:." ~ '. :,,-'1 .', -i:"t:.-<,:-:-~~.';; :~,:. :'IJ,:';::~:; .. ~)\,I-~C'-'·C.: ~: 
st~d1 of si:ilar options including avoided costs rates. Whil~ 

advoea.ti~~~::~~i~;:;d '6~·~S;::1i.i~l a:;:: 'tiii'~io=n;'g":t~;::: p~Nsiii:C;n::::th~~.(· :. ~,~~ ~,.;:.::, 
:~ .. ,,,~r _ '.:~,-: ".', .. ,;, :.: .":.:' .:~,r;,~-:::--~~ ;:c~:,-;:;~::~~--:,,~, .: .. ;.:~. .::~;. 8'7/~::''':;:; ~,:,/':: ~.-~.;:.: ~,.:~.= 

Commisslon'should adopt !or new plants constructed in the !~~re, the 
".':~::.: : .. :~::':. -..:'.:.:~,~~;, .. -::) ':':~'r~~~r:'·,::· • ~j :~:~;:;:":_J_"" I ""' •• ~.,..~ .... , ..... t .. !'~,p.·_;/._ ~.; .• , ~' .... r. __ r ~ ... 'i" ... 

stat!" ~does;, ,no::tr, r~~.o,~~n~ .. ,t~e~~~.?~~,~O~, ,?f .. ¥-Y§.1.~eQ.;.~~~-s-t.; ~':/:f.t·e~~:~o·r:"~sg~~~; 
.,'",,1 • '~_I.I .. .,~,",.J .... ... _ .. ,oJ.' .... , .. ~' ...... "" ........ _v _ .. , ........ ' ... '_"' .. ,_ •• _ ... " .... _ \, .. ;, , ~""'~I ",I'~,_":,,.,.. ...... 

2 & 3, .. ,si.~~.e..., i,:t~,,~?.!l+~ .... r!'P';!!,?_er.~, .an, ~-:imely ~h:3-:lge_ i~ the .r':lle~, end., 
" ..... "" .. ,JN~. ' ..... , ..• .:~ ..... ~,.J...;~ .... .';:,~ ..... _ .... '.IJ.~· .... ::.,',;.,. 1_ ¥.,...~'..,~,. ... ~'., ... '~,r.~ .... jl,f'''O-;--''''~r-~ • .,.,. ... -' "" .... '" ~ ....... '~,."..il 

would ca.use investors to lose par't,,'o! 'thei':'-- fnve·$-ti~Hit."':u ~'-:;' -" .. ," _H": 
':'0.:" .. .:' ~ c.,., .... ".' ~ :: ~.> ..: : ;~~' •• :; 21,~",: ""' ~ ,(: ~ r'~~.,,": ',:.~'. -: .,~'. C'" _ :: ;.' ~ I:,i·;:,:~. ·.:l~' ~>::.:: ,> 0,::, -; -; 0-: ;,(:,~ ~:;.:: 7"'" :3' ,~~ c:::-

E. Ed.ison's Position - . .-
... _ . .r -"'-r'" l ::~" ....... ("<, • ,J";:',';:' ",~;: :'=='j: ~~:'':'''/,,:~)8 ~,,::;:-I.:::: ~,:-:,:-:: 't",~:.~:: 1.. Gener-if ~ ~" -.... '. -.- ,'; 

",. ,.., • ! I'" ~ '-'.... ..,,;.. 1"\ ('<; ~ ... ('."/ - J ;, 'f·t 1-,'''/--

Edison reco:unends that eonvention3:! .. ~rk"tec3;krn-g· .... c-ont1nu.e· t()'~ 
..... (.\ ... O::~'I""'" PO., ('.'" -,I"" ~. r." - ~.,..,~'", . .',~ ' .. I .... "..... ~.l- '. ;., .,.., '.. .. ,: .... ... ,- r~ ... ',.... .. -r::r.(':'-'" .,.....,.-

be ~olio'wed~ ~ 'Eoweve''1?, ·shouid:. 'the- 'CoD:m"!s::f!on :!eeI --co=~eJ.'le·d:' to adopt 
.: ~.\ .~: ,:.; ' .• ~~ ~ .. ~ ,~ •• ~ '#t,' ',:' '!,.': ;:,~: ,~. _~ ~" ('" ~::::"' ~ ~,.~;~, S ~ :'; .:.>:: ~:~~" .. ~ ~ :: .,," ;.:~. ~'" -: :.: i .-./,,: .11'''_ c·~: :: ~ n ;:'" r. #. :'" "I ... ~ f. .",,' 

ar;,,:"a.l~t.er:.~:ti v~,rat_em.akl.l~:g me~~od, any of tlie orig1l1;3-'I CO$t~-:1eth"o-a-s:;~' . 
("0 ~ • .t:'.,..... . t:.j .... ·:"I.i,..,,~ .. ~.,.,,~ ,.. ,~"" ~ '\0. J.I'~""'~'" I,,""''' r:~"'i"'1 "",.,r .joo'-'I·~_~ .... -I ~,. ...... ~If",.' .. A· .... ""l".- c . ..., ... 

sich '":i's:the level£ied .si!1k{ni -!unt! :~epr-e~iat'ron 'cetbtoc'~6r -extVen~ed .... ~,' 
:~" .:..;.:::--::. :'..,~= ~"'~=~":'E: ",.:~~ . .::, .. ~::;"~''::' ... ;·',7 ~'~ ... ':j'.- -r·' .. · .. ', ..... t'\~ ~~\f.7'I ......... ;,....0.#(,. ..... -'I' .... ,IY ,:" ... ~;~ 

MAAC ba.lancj.ng ,acco~t ph'a.se-in :1ethod ~oti:la ~b'e' '"i:ple':t.eritec: '"b1' the --- . 
COQI!liSSi;~ '';i't~i':i;'ili~ ~tr¥::.~~;r{;'-; d!' ~;:i~~cirig·::';egUii.£;;;'-:ii.~,/i.ne::':':" ~,-:X~· 

'_"~'1-fl: ;~~ ".;;;',:~..,:'.,) ~·:\._' .... ;.~':..:..'I\~::O':) ~~ r:,.;-:;:.:,_.~~ .. ( "':(:I, .. ::C ;::;:f~~·:..·)" .... t" ~~, •• ,, 0 ,0 ~ n!.S .. :' __ j.". 
a.ccounting re-quire::ents 'wi t:',out loss ,'of tax ~~ne-~i -:3 .::id:tson a::-g'.les 

:~ ;':'~ s __ -: :' ~,: ~~ . .:.:':::.; -: -: J.)::: ~:. ~:~\ ... ~ ::..:; :;.:' ~',7: ;: :.~~:: - ~v~" 'I "}" _+: .. "': (.., ~.~' ::' ':~ ':'~ :~. 0 ~ II' ~~~~):- :.::~ .. ': 7::: :. :~ 
that. t::-ent!ec. ::-a.te ba.se ,entE') and a.voided cos't :1etnods cannot and 
. ~ ... ;;. - _: .;.~'"": .-:.; ,!,:.:: ,;:: ~ ... • '"'. ~, .:: ~ :: ~~ " .. ) :, -= ~ :":.:. "";'P" '-"'.: , .... " ~.' , .. ,~~ ::;- ;;, -,.,; .0:'.1 ~ .. ,.r ~ .... : i~' ''', ~":"'" ~ ,.~ .... , ~ ... ,.., ~ ," 
shoo.lci not l>ei::ple::entec. 'beca~e o!":c~nniets 'ri~h ... regt.ila:~o:-j·.,la·~':~-~" 

~,,:.", .::,_:... . .:...J;'.:: .. :,:~ ),::<:;::'" ~~.<:.:: ~~:: ..... -":;.:. ~''':.:: :~~·.:.'::I :--,:~,..::. ~:;-':."':'~-:'~' :;...:~ , .......... ,:j'):;':':.:I'~''': 

a.."lG. .ac.coWlt.ing req~ire!nents, and. potentia.l loss of, tax oene!i-:s. . . 
<.~I_ •. "')~I , .. ~ •• __ ./~;~." "<:.~~ I.;· ..... : .... I:-;,:.:)~ .. ::' '.;.;~~;.l;2.:'~1:"': .~~'~'{~'":'. ~04!;;;"'~:~~ 2~:;..\;"';.r ~~ ... "'!'.~~ .. -.::..:..::--,:::.. 

2. , Lega..i. Reau ... rec.en ... sa.nd _o ...... cz Goa.ls o.?.a",o! ... egula."lon __ . - ' .. 
4,_ '.~."~-;';' ' .... ~ ...... _:.I ......... "' '.'.;.~""-r .... <.f' ....... ;.:~~ _"\ ...... ...:.~ ... ~,.. ... ,~-', .. ~··}.,.~ .. , .. '..,.;.:~ .. ··r' ... _"'.("".. .:. ... .... ~.won ..... a. ... ,es .%1 ana._3'z ...... "!) ~hc ... he .. __ te .. na. .... ve .. ate_ak ...... g 

. ",::~ : ::..:. :. ::: '~j: ... ~~::-:; .. :.:: ~~. ~ :::. ~;.~: _ r- .:' 'j; .:. : _ j~ ..,.,:- :-:. I~\ ~' ~?:: ~::..": r .... :~._.~ '."I~:~" --: ..... ~ .... ~ ... r .• . ' 

:tethoe.s cat! or ,should be ado,tee. 'by the Co=i$s~on, It-is neeess3.:"j"--
~ ..... .:. ,; : .~: .. '.:;: I',.:: >,.~~;>':'~".:.:'~ ,.:,"; ~ '7 ~:.'"! : .... -: _~,~. ':.',:' ~:, ~ ~ r~~,: :-~~t~" .. ":",:..: ::: ,I ~,'):: ~ ::/';'". . 

to oegin ·..rith ~ ana.!:rsis o! the legal reCj.ui:-ezeI;,";,s"and, ;91"1.91 goals 
.. ·:.,;~,,::~·:: .... _c: 1."~::7"" .~~, :,t:~--:-.: ;.~,-~" 

of rate reg".llation, a::.d ho·.., the'.:oolicies of '~ate :'eg"'....lation· a:-e and W 

: ",:,;"",~,<,~, '::;.'," ~·;::., .... ::"..::, ... :'\'::f'*':':;~J .. :;~:JW': ,_~:::~:~,,":~()' '. 
can be c.esig::.ed to,,:ae:~,e:v:e ,~~b.o.$,e _go,~.~,:;.·~-:~~:t ~t;~ ... !~~~wo::-k: e! legal 

, : ....... _" .... '_ ..... ' ...... ~ .... ' ...... ,_", .. -"~ ..... ;., •• "'" ,_., .... _- .... • , ..... y" ' ..... ..... ~.v .. 

requi:'e:lents. ?ate:a.king poliey and !net!:.odo·log.i~al:7:ch~!lges shou:.d 
only be :at!e in -..rays that ·..rill,:;p::O't:e:et-:~he i:n~r~~ts::::o!. all· :?a.:-ties 
-",nile providing !or con~inu1;~g~:.adeq,~-;e::"~e..:~::~1~~b;~ .;~~'Pp~y o~ 

~ - ~ 

electrical ec")rgy ~~:<?,:,:'~)e:P8:J."~:~~:~~. :;.~: ~~~~~ P.::;::3:~-;~~~.~;j'jo~ehievao~e 

total cost. . ::: _ ::-~~ :"j-:::':'.;~ :::~': ~.I;-: ':"~t:.--::. 1:; ,; ,:\;r~ .:.;~;,.~~~".: • ~ 

., ..... '. ~ 
•. I. ,',.. ..... 

~t' ... " 

w.Ir.j·, ...... 1 

,...,.. . .,,~'A:' • ..., .... If""."~f 
-.. _·.,,1 ... 't' .......... ", 

.. :.,i,.~ .. ,:.~ .. Ii'"-... ". _ ...... ," "''7 ..... - ~ 
...., R _ \ ,. _' .... _ ~ ",' _ " .,_ ....... ' • .,.. • .' 

.. '" .... 

•• 

• 

e· 
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~ ~ ,.. ..... , ~~, . 
""' ...... ' .. .:...,,: .. /-~~.'r~ 

"'.-

• 

- "!' •• ~, " •• :. ,"I:'': ~''''O'll'\~ .ft-b'!'1.a.s,· t:,OO- ... · .-m"ato"""!7': ., .- .... -en'~i"'ee ........... ;t '!'I""tes ..... ~~e ... 
', ... • "--i • .o-.:_ .. ~"" "1 .. 4I;iII • ..o"~ :~Wko. ."'0"-' ""'-:I·~"""'" ~~ .... ~.,.~ : .. ,.~ . , ,._"'-.I,~.,_ 

.,.. "'" -. ., - , ......... - .' L~ ... ~ ~.,.I ... lit _ .............. "", .. V ~I~ ...... j. ~.JI.' .... , ,,' • 

be ."·j:us:t.::and-:, .. r~a.sona.bl~~ •. :,~ J~,:t::- ru:t.d.:. rec.s~na~le-; ~9~'p~~~ t4?; ~~e,;-':":th~:. 
.... ,I. .... ;... ... 

sta.nda.rd;:~t".::Fede-ral" Pove-!"- C¢mm-issi'on:··v ... E:o'Oeo'· Natural .. Gas. CO~I,I;(E:ope) 

as:'de.!.ine.d:: b~::th:e:.\ Sup-r.e:m~.:Co:.:.r~.::o:!:. ~~~ 'U:n.i~e.~: ?:t~t~~.r..~~*~~~b:a:~.:.::::: 
r..a.t.es::· ::be:; :set: ,:sueb:::.,:that1!:' :.::.' '.' :,':~' -" '< ... ~ ....... '.: ~"'.-,'" .~.,' '-~, ",. ,', ... '- ... ..: "', .~ _ "-I" .. ', "' ... 

>I- y -. - _" .. 4' .. "', _,_" I:.. ... · ..... "".~ .. ....J._", w .. ,.-" -. .. 1 .... .,.,.,-'_.". ...... oJ- ..J ...... ..)Jl ... ~i..,.,~' 

'':: ::- >:~·:.~: .. ::'~.~e~.:~ en~ugh:. r~::v:.e,.Il~~~-n9':t-.:: only ;'!;.e:r:- ::~,,,:,:,,::,,,-:)~,": :::. ~~::'.:~ :<, 
':'. :oo~ei~:~~~;~!2;S~~~I!'~~:~~n~·~"~'U!.~':: ;st'ehrev' ~'ca~'~ot:an~t~'e07;~ ... , " ... _ ,.' "',,~' 

.... " ....... '\;ii IJ~.M¥~~ ...... .",.~v~ .. tv'. '-~ • -,;t. ,'".u. '" ..,.,.'''' - .... ~ ...... , ,._. 

:.;: ":<de:~t~ ~and: d·iY1~:e.nds. ::o:n):yhe; s,t¢.c:k",::/::E~: t.h~~:: ". ,:~ ... ~ ';- ~<, ~,.::' "::.!'" 
, standard the ret~rn to the 'equity owner should ce 
. -, eommeniUrate'~Wi t'E ;·retUrns· on. =!-nves ~en:-...s.':c:j::n :o.~e-r 2,·: .,: ~" :;., .:'~. 

" :en~rpris.es .hav,1ng, -cor,r-esponc..ing ::isks. ,", '::b.a..t'"'~' .,.,., ,." _ '",' , 
.' ret~n- :!lOre.ov'er sh.o'ilfd-''Oe s1l!f.1cie:it· t~o- as's~:-'e . ,,' , .... -~- .. ' 
:.,' ··eon!fde:nce~::i· '.th* !,j,'na:ne~,a'l .!n~gr::.ty) ":o:C':..the';::- e;.:- ~~ ':~ :':' .: ~ < 
. ,:', ente:rpti3e:p;< ,,:so-;33: t,o. ~ma.i::l:tai%l" j.,~~, .:.c::.e~i t.-~ ,:~~. ": ~:::: ':. I.:: . . ' ,': :::,-

"- ~,.a~ .. ~~aq:~ .. ,q,ap";\-;'~:.: ~ .. '" '",-r-~ ~_ .. " .... , • ~.. . ~ 
... ,# '-' .. ' , ............. )'"' ..... ....... \,I .. .."I.~ ... .11.,' 4~, ~ -", !.. !",~" ,"&~-' ;.."';, .... " /""f'-', .. -,. "'-1"-

, ~ E~i~~n i:urther ?orgi.es 'thai 'white 'Eo":pe d:6~:'ri'6't requ~~~-J'a'J':" 
.:.. ::: r,;,' ~ __ :,. '1 J ..... ~ ~ ;,.J ~, ~_,;: .;"," ~ -: ~) ... t:~.'~ ' .... ~ ; :: ;~'. _, c ':;'.::: _!~:~ .. : r::.. :.,~ ~:..:. 0 -: .:.,.. ": -: • '::' ,,' .;~ _.; ::~. '~;' :~ :; 

specific r.atemak,i~g~m,e,thod~, .. the,. c<?";l::t'V~~·i!ie,~:l:..ly said ~un'aer the 
.~ .,1.' ~&,.r _.,.. .,C .. ..., ... ",, __ \.., .,.,.;... ... .,.J ...... ~ .. _ ...... ~~ ~ .... ~ C'I,. ... ,~,":''''''. ~ .. , '", ""'~."" 01\0- .......... ",," '";"" '7.,"" '.~_.~ ... "} 

stat~to.::Y.. ~tax:.da:::d "ot:, ,'_jusw't: and reasonable" ·"1t;"!'s ·'t:e:e ies~t-reaehe·d·· 
~,~ .... ,.>~;., ... "';"~,,, ...... J.'~ '.rl'~,~.:: '" .. >.:.0-:; ."7"::.~:'.'~',>,:: ~.:._" . ..,.:.~.,.~~ :":t'::':- t;~ .~(j;~~:~':;=I:~'; ...... ::.:j:~':-:,~I: 

not ,the_:tethod ... e,mploled vhi.eh .is controlling. "!t is not the 'theo'r,. . 
... .., .. .',.A., <', .", ... I. __ .......... :.! .... . __ !"'·'1,'....I_ "I'~ ",":"' -"',."-;"," r'. 0- 1 J?' ..... J'~ ..... '~.~ 1':.'1"~'Or.:"'I' " .. ,'., ... -""'~_ 

b~t ~ tb.e, ",i::'p,act .0'£ the
J 

rate. or'der' · ... h£ch~~eol:.rit·s·- ,,' '. "..!n' :3r".:e~1eld· _~T' .. ." '-"'~ 
~.'~ .... ' '.- - - • .,: '~~ :~.:~: .. ~ ~~ .~~ ,:,~" :';-.,1."" .:":t ~,~ ;~"~I: j~'<:~. i' :::.~~:' ~ .. .'-: :'~':'~J;:.~';':.'.~ ,:.:;' ..... j.:~. _',,*-, ........ , ...... ~ .. ...., «7 C': .. ~ .... ~ ~ 

Wate~~orks and Im~rovecent· Co. v ?~blie Se~vice Co=~ission ' . , " 

(:Blile!1eld), the cOllrt'dei~:ned. '~;hen "t'he . 1ipac't' o,!":tlie·'~iife;cd~d~r ~:iuii' 
~;.. ~ :..:--: -: ::' '/. ~~., .. : ::, ,'"' .... :': ,_:~,:: ": :- L' , .. _ _£;.,,":; ':.:' ~:~ = .:: ,: .. "1/ .. ": :,~, ' f'-

be "'e~u""ed· ~.------.-,--- , . 
;:.~ .". ': ';"'.":'.: .~~! :~~ t,:"~,:" :' ~ .~ :;, ::: "T~"::' : ... '~.' :. .~:;~ ".~ -: .-.' ~~ ':' :_~ I~., ~ ': :. ,::, .~:~ ,~,'. ~~ :,' ~~' -:..:: ,;.: : i .: :;:;, 
_,_ , . '" ";..ates, .· ... h:.ch are nO.t s~::icient to yield 'a ' 

... I"' ,. .. . ~ '.... ,..". '."" ~ ..... '.- I""~ _ .• .,..... ,"'" • ~ "",. ,.. ,_ ~. ... "',, ,'- ,," rea.sonable ret~rn" on ··'tbe -vaJ;ue" ot ~the~;pr:ope-rt'y,,:.: ~ ',;",:' ""'" 
<;~sed' ::'at ··th-e- ~t.i=t-e- 1 t,'-1s J·bein· usee to ~~.end-e:", ... th.e .. ~" ' 

serviee are '.:.nJ t:.s~, ,~nre.asonab e, anc." 'J" .... - ... •• 

con!1sc3;to;~y~' :ar:c' t1leii -e:!O:ice:te:n:t·:.c.'e:Sr!v~s<~h:e ~:. .. - -',
, ': : ~ ,: :,:--pubJ;1c ,·,ut·i:l:;ty :,:;cOQpa..."ly::of:,,::i~t$ ..:pro:per,ty -in,.. f:', ,. <',"''' -. '" ,,' ',' ". _ " 

Vdiodladti).qn",o! -~he ::~~;=~~~ri,?,;',,~e,::c.=?-~~~,~." ,J~~;~~.;"s";~'~', ~. __ -:.~~ A e~' '-:' On,' &.. ..,. ... .'-' .. A,I ...... ,,.,.I • .,; ....... ~ to ',,. ..... '. ,/" wl'.~. , ... '.... ;"c '0;1 _'.. .. .A .. , 1,_ ,"' '.., ......... , ~~~' M' 

Ec.ison'arg'.les that th~s the basic legal stanc.a.:-c. ~o which 

ra.te :"egulatlon mus-: adhere is to establish rates • ... hich provide 
~evenue ~or both'invest:ent-related' eOS~$ a:d noninvest:ent-related 

expenses ot the public iltili ty.property at the ti::'e-SU'cq!"o:pe .. "'t:; i--s-
.. .,. - ' , .. ,,'~. ... ... j. .... -', ....... 1"", ... ,.~ !*'. .. ", _ ~ _, ..... .," _ .. ~ 

being ~ed to, provide:s~rv±ee ~.to the pcibli:e:;:' E~i$ori '·;sta:t-e'$~·th:a:t·o1 ' 
.. ::'1~',. "':-.. ' ~;:; ~~ .... "":: \., ~"·':':'.oR.'::' :.' _.,::"l~', _ .... I'.~"" ..... 'e, ~ ,~.:-v .. ,,;) ;~"j-.. ,,, ~ ~,.+ CJ~ll,""\o ". 'f!.,lf,,.,;.,...,- 0'"", ~ .... (" .. ~' •• 

, pu.tting.: the::requ1reme~:t in:, :;e~s.;o:{:, -"rev~n~e~;~ ~'hes~o~r~;l:~" ~~~~;1;' I 
• . ::)~::::;::.:=,::~,:, -,'::::-:';;',.::Z ',S,:::-:C:,;L-:: ',:~::.:: 

--:;1'7,--
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re-~ll{r1ng--tb.a.t·~~the~'i"a-te:3:'-:pr'o'duee: ~sh:~fio...,.·':t-o:' the:~<:'ocpQ];y=:.:3U!!1cient 

t'o·:pr·ovia-e:tor~ 1jperating::'ex'penses-:ana'scap1tal- costs:-:ot'Z'the::;,ut11:1:ti: ';< 
: ':.,::: ~:-: ~ Wb.ll.fi:: ~~:J:e=~s~a:n{ax:d2.t. ~r.:~r.:a.:t:eC ::e:~3. :t:.i.~~~~ flex:!. bJ.e.;.::;::' .~] 

'Edi$on":::st:a:teS~'.t1:la.t;:'-1:t':: :a~eS):p'N)'vi~~ iome:' ·eo:nst:r:a:1"n.~ o:n:':th:e': s;o-·ci.l'l:ed;: 

"economic" choices o! rate:taking al ternati ves d=1:.scUsS'e,d:.:.:b~·:tlle:-:st:a~;,-: 

in that i trequires :thit '·t·he:- ~t1¢:i:e'ncy~ o~\:the:: rateS: 'e:staio-l'ished' b~ 
.:: :: ~~. ~~; ~ ...... -~:: :: .. :: :; :::. :; ":":: :' ~ 0 '; , ~::.: .:::, .... ;..~ ~~. ~:; I~t :- ,... , .. , , .... ;.~ r:~ "';1 -.' ~. ~ /., ~ ~"I C' ,... 

measu.red by tne-' :rev~nue: ,re.qu1:~m,e"ll-:t; o.!:: ,~:;Y'Pe:::~~:r;, A~~~i~e'2:;-;"~a- ~o the 
'Public service." ~n1is":: rate::ak:!n~g: :iet-bo"a.s;; ;such~ '.as:. a;vo1C:e:d:,~eost 

' ....... It ; ..... ,+ .. ~ ... , ........ '~.,,... "'''''''''·~''''''''''I., '.,1" • ...,. 1"'- ...... ,..-~}1PIj r'-"" .... -~ .. ~ ...... -r.,.. 
ra temaking :W-lliei" :~': ;~i» ':ait~~t: ~t,~ ':~eaS;U';,~, w~th~~: ~~~~f~~~Y o:! ~a tes 
agair..s't· the eosts-:=to ih&:1i't!l;1~,,:u3·o~e£at~·nt1l ;the: "?r<J.-pe,,::-:,y 

~> #~.::.. :: ;;~~~, .:-;:- ,~,~,~ '.:"";" .:;:: .. : : ::;.~ ~ ::: : ':,;" ,~\ ~ ;: • _. ,', .. ,/ ..... c\ - , .... ( - """ 1M .. ,,",," ~:t-

ded iea ted to th~, :pu~1~1c,:~e;~:V:i:c~, ~~~~ ,~~e~..:r.: ~Ii.; :.v~u~, ;~.~.::;~ ;~erviee do 
not neee3sa.r f:l:Y :meet' ~b:e: ~~ia':J. Iy ":1:ia:..~d.a:te:<r r.e·q".l'i~em-e,ri;ts: ,:o~ .-::ra te ' 

. « ~.,-~~ --~-.-£ 

regulation. When the valu.e ~,t service is greate::.--··t'ha.r{·· .. tne .. cost to 
It"· "-"::- '-.- .... ~,'~' '.1 .... ,-, .. · '. ",-,-. _1.1~·"r_ .', ...... .,._("1 _"., .• : ... ,_., ...... ~,,"",r.;..: .. ~ 

the' wtfl1t:r., there' ":fi.riO' "lega:C·~roble:l;'·' noweve·r';· "~nen . tne "'val-.:e o! 
.,/: .. "~~. ",~,:~ .. :"",.: ... ,n ;~ .. ~ ., .. ~ .. ,' ..... ' .• ";:.::':~.-:.'~_ ... ~ -;:- .... 't ..... \ 1'.'.-- ••. , ...... .:"'.,.,_ .. "w ,. .... ,' jM..- _ '.,. . '." .. ~".'_' 

service is ,less the.."; the cos't"-:to· t~e -u.tili t1"'a:sso'e!'ated:'~""'i'th -:he ~ - -
,::'.,:. "': :;:.;-:" .~ .. ~ ... , ., - I.d ... • : ..... ~ ~ ;'" -. 'I:. ~,.,. "., ~ ~I ~" ,~.. .... ... ~~ .... .'_~, 004 U' ~ '~', ..... ,- ;.., ... r. '-. _ """ _ .......... """ I" _ .. ' _ .~ ... "'. 

proper'ti d,id'{c:a.ted' 'tq:' -the pu.'b1:'fC· ~servtee'; a..",:c: "rat'es ~a:re':set' oased" on ,,' 
"\, --:: '::: .', :.~:~ : .. '''; ':'~ "", :t,~; ~,.~ ~J.~' <to! ;r' .• ' ...... : ~ (7 ... ~ ~~ ~ ,*,,~, .... ~' ,·f:)O '- /~ ',.' -:..~ ....... :' , ..... -(~ ,', , .. -r ~. ~ 1,,),..; -- _ .... \.." 

that value., .thos,e, ra.tes, a.re elai::ned tooe"legall:r '!:n$U!t!c1ent'·o.nde~·' 
the Hope ·:'ind~'~:Bl1i~!i~ld st';;'i:iid :idd~:" ;be:;~~d~~~'; ~c:C'o;;ii;g:·';~~ze:i.;;o~·~:' 

"'," ',-,.~ ;. .. ~'- .. -,' .. '. , ... ~ ·,· .. -t:r :' _',",...r·,c·~ ~"., ·•· ............ '·,··r~----· ',_'~ -, .. '-r"~""'·',~ 
w.o,uld 'be c o~*fs:eiio17;-tiri~:usi', =a:ic; ~ ~.o.ieiScna~l~. -=-: . ...:..:::...:.:-.;;;.;.:.::.~..:--.:....:...:~:....:.2:-..:.:..:'~ 

';---3.": ~ ~ddnve'~~i6~il ::i..3...z~6~fng'·;i~ ;,wo'iki:ri;5;·:'::-: ::-::::~ ":.'::~ . I,:: .>-~':'.':.':~ " 

Edison arg'.le,s that present reg-.llatorl policies e:.c'~u;'i:ged.'·:'~ 
: " _ ,',. . "'," : ~ ~:: f,,:,":, ~ ':''':';:_': -::- _,;-;, ',-:,". ,~.,-., ': ~'",' '_: "'.-:- ';';' u . 

'and have :oesul.,wd :~i~ ::e~~'1:e:i..en-: .. :'C,sou::ee ,.pl2.nning and r--il~11!z'a-:!on a.:.d 
I' .. ~ - "~..;. t--. -,...' '.~.' ., '... • •• _,. .. __ .., ,..., •• ,It' ,_ .... v. _ ... 

good utility :~anage:l.ell~":::':,..As~:a.~r"e.·S:.il!::t;;,~::,h~e:_ .. ::a~".a7~.r_s~have . .:.b<e'en and 
,,::.~.;._ •• I'·:.j .. ~ ,: .. :.":~~,.~' :~~,:' .... -;:':' ',.:' ::: ... .' ')"::!..' r>~},,'.:~ "~f"""1 

contin'.;.e -:0 :;~e:ceJ.v:e ,:a<!e.<;'il~te",3.l:.d·.~eliabl~. ele'c-::-.ie .. s,e-::V1:e;e,~: Ediso!l 
", ' ........... ' ......... - .,.. ....... - " ... ,' f ' ...... ..)"" ..... ..,J,_ .... ~ .. ,. ........... 

a:Og".les that ~resen t ;rat'e :':':"'·e-g-.:latorY :'p~:a;e·ttee-$ · .... p::o':o ~e , i:ite::te::lporal 
~ ...... ,~;;.~,'-:'",,::''''; .. ; ... , .:---;-"'-:;~:I :".'~~: .... :- .... , .... ".,:*.-:.,-.': 1:\ ...... , "", ... , .. ,.,... .... A<\""",... :-~. 

eq,ui ty 3.!'ld that 'ra-:e shock has" !lot "occur:-ed"!:n -:he"p2.$~'; ~ ~ : 
. , ••• ' '.' AI ,., ,-, 

1 ,: .... ,,, .. , , .. --~::' "::.':' :'_I.~ '~:,:':",::::--::::,: '.~~~:.,,:~;: ::;~:~.~ ,).-;:;' ';.:::. V;C:,:>:'::.:'::' 
.. :D.e2~06-:020,..·;J\ln~~2:" 19~2':':~l?- 0:1:): 89.,(·.Ap:penC:ix .. ~.,A.,.,~p. v~ >.,' _:' .... , ",' 

"Cali!crnians ha.ve enjoyed ext:-e:ell :-eliable· electric'='ser·'ic:e" .,.' " ... 
(AppendixA":o£-:D':'a2~6-o20,;;:was~'a." j'O:ln-:.,::::-epo.rt o~'S~h:1$:..:.Com::1i.3S1:~::":~ a:~~ 
the California Ene:-gy Co~ission.) 

.. 

• 

• 

• 
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":' •. ' 
. '" ...... ': ~ .... Edison·. d'1sag:",ee.s ;w,1.th :the_ s:ta.!!:' s content1.on that 
"-~~"'-.-- ,; ... ·4~ ... -. .. , ......... t- ..... -. _"'~I_" •• ,. ~ ,"' ~ •. --..'~ ~,O<I,. __ ":-,I+..r •• , ....... .;...::., ..... ..: .• -:. _':':J ~"'::.'.:.J~.:;.~~,~ ::::-:-:':.:":'":.;; 

conventional .. ra tel:laking ,Jlas ... led ~ to ~exee.s$,1 v:e iltili tY, ... reli.ance on .. a~, _ c. , 
..... ·.,I __ \. .. _ ... I ... __ ........ ",._! '~~ ......... '. M ....... · ........... " ........ ..,'_ .. ~, ........ _ •. , __ ... ' ___ , ..... ,::.J. ........... ~j ' ....... _.!.,:.-~ -J. .,1 .. OJ ......... ,lit 

s1ngl.~ ~~tu?-o~o.~.;:3.E-~;{~.~;p.p.ic~.~~:r~ ~~~~~?:! ~~p~ t:~ :::7.7~~:.~~v:!..~~~f-~; .. ;,~;~:, 
Wli t size,...op:tion3h _Ed1son~. s::ates" :tha...t" i:t~ is ... a.-leader,.. among ... il:t1li:ties,,' 

" ............ ~ ..... "J .... -'_ ..... "'_'-: •• _~,._.~I""_ ...... , ... .,}. __ -' ... , .............. .".,. -.." f",U _ ............ I .• } ..... _ _ ._ ... \.J .... ""'_~' ... • ; .• ' ....... _ 

wi th res~~~t:., .~~ .. de,y.e:l.o~,;t.: .~'! ~~eF~~~::'~ ~~ F.~,:!~w~E~,~ ,:,~,:::;~ .:::':~ ~ ::~ 
,opt:1,Oll$r and:, a;,di-ve::,si~ied.. ::-esou.rce-base and .. th.a~ SONGSr 2,.& ... ;_3.nd_%h~_, .. , 

•. , .... ,. .... ~ ", .... />. •• - .. , .... ;. ..... i··- ... ~·, .... _ '-""-' .... . ,.".~ . ..J .. _.,:. ....... ' .. _ o..! ......... 1"'_ ~ •• _M.A .... ~;"' ..... .... ' __ .. _ ~1,~ 

• 

• 

llucl.e.ar:' '.o-p'~ ~,o:n:- ar.e:;:a: :pa.r.::': ~~~ ::'t:~: 4f.~~~1fJi~~;~4.,r!''7s~~.~!r;,. ~~:.~~=~ :~~~?:: a::.: 

d·i.v:-e::si:~:1e~:: .;:e~o~_ce.~ ~~~ :~'~E-:~~;:~ ~e~~~~e~~e:;:. ~~:~y,.'. s.~~~;,".:~e~~~e.et ::,; 
op.:t'1-o.u:~ . .es~e-1al·l:r :exl'e.t1.S-1-v:e .. sou.r,ces_ ,0:£ ,!orei.gn. 0.11'~A .ane.. l)r.o:1o.te.s __ 

• • ... •• •• - .... ~. ,- A " ...... ~ ..... _ '.". ......... ~ _ ' .. ' -..I ~." .. \.I .J> " _ .... .-". .... I.." ,.. _ ,.~' •. _ ,. .... """ :..1 I.... '" ,--, -: :::. 

sta.bi11ty.., .0~-::.e~~.~~r~9.~~y .~p.PP~~::. ~d:;;_p!~.~~~.,:-.,~. ':''':.:: :~::-:;.::~:. .. ~ .~<;:;\:~: . '::.:;:;;~ 
•••• ".... w ~ .M1s0n., .argJ.ez .. :that" ,the. 1nace.uracy, "of a, load forecast is not. 
'a • _' I .. ' .... _ ............ Or f. _.. .. ...... : ~"'""" .. '" 10' .,,' ~ .., '~_J_'~\" .. r~ .. _::., • ,~'."'_;" ;.~~~:: :'I.~ ::.~.;: .I~": :':'(.":~-::~~:' 

a reflection, of .. ·impr;:.d.en t, . .::a.nage:.ez:.:t .. , 0;"" regJ.la:to,ry;. dysfun~t1.0:n .... , . :: .'.<. 
..... .~ _~ _ A.I .,.. w.... a •• ' .... _. .. •••• ' ........ _. ~ .. ~ __ ".·.IIe.,.'. _ ... ~ ~'.... _~., rA ..... .. ......... .. ' ... _. ' . .1 .. ' ~ .:.' _... ..... _ ......... __ 

Rather., -th.e. test- O!.~I'.uden.t .. .:na.."l3.ge;.1en:t . .is. -.ho·", ,w:e_~'l, ,l .. t :p,e;r'!.9~~ .. _1n~ _ , _' .. 
• ~ • .... .. ••• ,.,p..... ........ /0. _ .. '" '-. '.. • ..... __ 1.1,.. f ~ • ~ .; _, _ •••. :.... _ ~ ... '" ,",.1 _ ~ ... ~ • ~ :' ~ • "" _t .. __ !oJ ~: ,;,_, '.' "~ ... " ... 

:neet1ng goals_. in .light .. o:f'_ cha.:l8ing. c,1rcu:ls:tanee,s .s.ileh,~;., .. t,he ~. " ...... _ " _ .. 
~ ~~ ............ f'-. .,. ~. 'w ... _'";' ... a ...... _ _"'v'. I' .. ¥ _' ................... --' .... -' ~,.,_ ... +1 _ .. ,,.' .. _ .... _' ... : •• " .... _., I, .. ' 'p'" .a_ :, ... ..:-. ,. 

~la. tte.n·1·ng· ·loadgr.o.·..r.tb..- - fIr.. .the. ,case. o,!" .load ... .g::o:.r.:h., ... t,h.~~_tes.:t ... is_ ,:a~'~ .. . 
.. _ . - , ... .,.., .. ' ..... ' ... - .• ''' •. -'-- - , .. : ......... ~'''' './- _:' .• _"" .... _....;. .. 'r..J.,t,-# .... ,;.....,..'.i_ .. ~, ........ r •• · ... ::. 

pla.n:ts ·'i·n -the· ?l~ni·ng ·.~e .a.r . .e. c..e.!e.rred ,..0:- caneelle~,.. .and-:- :-esou.ree 
... .... , -.. ~ "'. " ...... ~ • ."....' ...... _.... d ........ ~:. ... • .1..... • ... ""' _ '" _."... _ ...,.' , ....... _ ..... , 

plans·.T.-ev:i-s.e:d::.. t:o ,r.e:!:l'ee,-: ... new.' . .!O::eca.s.ts. •... Aceo:d!.n&. _ to .z,d.i.son..,~ ?;:,oo~~, _ ;, 
• ' • ",..' ~., - ~ ~ • - - .... .... .~ ",,' _ •• "tr( ........ _ -.J' ... , ... ~ ~ ... -' ..... -.. -.,..I A.... _ ,.' ... , ..... '.,._ ... , .. ' 

t·hat, ·~~he: :,l)r_oc.es$c ,i.$;: Jl'.:..o:r,.king,l.ies·, -in th.e.,.!a.et .. tb.a.t~:,.,..!:.en..' SON'.GS,~ 2,,&.3 .- ~ .. 
_. • • • , ~..... ..... __ '"~. ... ..... a~ ....... ' .... _ ... • _ .......... _.... ~... ... _, .. ' __ .. ~. ~ .. .,... .. ~t.. '."'.", '" ... 

began COml:ler~ia.l; .<>-pera.tion.,:-, EC..isoll.',.$ .. re.ser.V::,e~ .:a:gin, ~'~3.$~ :,(ithin.,. " _~._ 
... ',~ • ~ -"... ,. -+ .., ~~ .... ' ... - I ......... ''''' .... _. I' - 0,.""..... f', ~ '-... _ ...... \,.", 'wJ ... .' '''..' ,;, ~~ .. J" .. 

planni·ng. 'targe:ts ... ~d, _the~e,.:Na3 .. %:.0 .exeess,-¢·a.pacity ... ,Oll, ;E:d is()!1 , s._ .. , " .. ' .,. .. 
• " ... - ,o... ... ~ '. '~"'" " ... ~ a _ ,,'. ...... ... ... ... w _ '~_ i,.. ¥... -oJv.... " .... _ .. ..." ~ ...... ......... • I ,..'"", _' ....... ~ _ , j 

syste=.. .. ~'. Wi:t.llou.-:SO~GS..2 & ,·3.,.. Mi.soz:..'.s _::es~rv.:e .,:.a.r,gi.!'l. would, no~ be . 
,. +..... _.. r ..... ~ ..... -.--- .-'''' ., .... _ .. ~" .. ' _ ........ , ..... _ .. ~., .. __ ~ .............. _~"1. _~" .'" .).. 1,:,1-;:' ..J._~ -:',f#t" ".:/. :'~"::--

b.elow .. .acceptable. ,l.e.vels, •.. , ,Ed1.son.'.s",~a.ge,::le:l:t f.$., ,a"o;'l.1 ty,. ~-:o. ~1.na::.~eJ,. ,..~ 
.... •• ,rr "',.. ......... • ....... '# ...... -..i ._. ~ _ f ....... _ ... ' .. '"' ... " ....... _ ....... _ .. ' " .. 'Or :.:..... '>." _ '\no •• ~,' ...... ,;...... I.- .,·"'A ~' ..... ' .... '" ,.~ .• ";,I~: • """ ..... " 

const.:-,uet: r and .. b.ring. SONGS·2.. &.,;, ,in.t.o. cq::::e;rclal. 0,p,e,::at,10.!l¥ ,c.u.::-.i~ng. ~~ .. . 
• ..... -'. - 0--......... ""':':"'" ......... ,.' ~ •• v' '.-. •. __ ". ,............... ............... • ~ .... .:.~! ... _ .... ~.=-,.:: ... I-~ . ., ... 4::~"", .... i:,.:, .... tI.~ If __ 

pe,::'.1-od, ,ot .. :-ec.o:.d ,in.:t'J.a~or •. ,., .~ .in.t.e:,.est ... :a.t,e.s an,c... Jm'O::e.e.ed~.n;.e,d .. '- , 
., ... ~ - .... - - .. ......,' • '., ... 1.. • .. - ... • ...., -' ~ "# "' ....... ' • ..... ~ .. ...' .... ..,... .', .~. • ..... ~ Ii' .. '~ ... ..; .... ,:,.. .... ~. ",.: ..... _ .,} 'I' "..." .. '"" ' .... ,... ., : 

flattening o~ load growth. wh11~ ::ee.ti.ng ~ta=ge:t:ese!'~"l.e,.,:a~giA" .. ,:' . ,> ,._' 
• .,- .. ,. ..... - .;- ._.- ............ , ...... ~ '.~ __ ~ ... .,.· .... v' ... _" ',,~ 

c::-1te::-ia .a.."l.d continuing to silpply adec;,t:.ate SJld reliable elect:-ic. 
service to its electrie custo:e::-s is the test o~ p::-uc.ent·:anage:ent 
and also 1':-00:" tha.t· the ::-eg-.:l2.to::-:r process is ...,orkir.g,. 

Within the goal o~ providing continued a~e~~te elect::-ic 
service to :-at~!Js:yers at. the 1.0"Jest_ )'.rac~~iea.ll:r aeh.ievable fOtal-cos~ 

.. '-.- '"It .... '' .. ':-, .... !H'' ~ .... I.,-··~·.-·,I ... ~..,..,. .. _: .......... " "'"I;-,'""'-":., .... -.':7~ ...... , ..... - .... ~_ ~,' .... ,' ...... , .. -:- ., 

1 s ~ t.he r.:"u:the r·. ':'o-bj' cOct iv..e-,,:o! :s pt.ead f::l'g ~.e ~:st·s ; e,c(1l1t.a:bl7, :a:lO ng;past' ;'-
"'-"~ •• /0 ..... _____ ••• _ ..,. .... , .... ~ "'" ..... ' ... ___ .or. .. • '_"'~' ~' ... ~ __ I .. :";"~.t •• : . . :._ '..,I~~'>:.:-:::':: .... ;;,jj:':~:~.,:,,:,~~-: 

present, a:ld ~\:.t".::=-e' :':a~:?ay..e,!'Is :~or·::t~e· ~gci':al:.:o~.::i .. :::'te;:":"...;e=:Z'o::a:t·.~qu:1:":y.; ~,:. 
'-;:i:' ........ ;... ~..;..:. ~ i<IJ" - .... ! •• ~, ••.• ,..,. :, .. • .... ~·~l ... • .. ··rv.-~ .. ·f:.- "~ ." ...... ~ .... "..~ .. ~ .... _ "''0 -: .......... _ :,._ ;-,"""~,,:_,.,,,.. 

Zd.is~n conte.nds tliat:"co,n:ve,!l·'tloAal.:=a~ec.a.k~g':p.r..or:to:t.e,s.':~t!:.;s:~o.a:r,::~.:.:,:::' 
,..,' ... _." ••• _ .. , -' ... ,~,- .. ' .. .j~ .... - ., .......... • "';-<1- ........... ".' .. :.. 1,· .... .;_ ....... 1 ........ _ •• _.' ... _.:..., ............ ' ... , 

beca~e o~ all the vario~:-ate=aki:!g op-:10ns it p::-ov1des·the :ost 
oA.'-• 

.... .:- -
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- I, ,.. - "'c" ',. II' ~ I":, . ..J. "": -"'" ~', I, ",.. r .... r _ ~. ,: .. ' ,,. .,.;.....' ... I ,.., _ ..... (" .. " ~ ~ '.' - . 

uni:torm pa.tter~ of~ re":~nue ·reqU:1'r~o.e!lt 'ove':' 't'i::.e:;;.··..:~c.i:son.;.~i:lds taw:: 
,. ~ 41 ,... " " , .... , '" r' ,~, .. , .~ ........" ,.,;. .• ~ ".'," ;""',.-, ,." - "'; ;-. .. - " ,",'" .... r"\'~ .' ~... ;, .... ", .... , ,_ • .,A., ,'Or· .... ,....... t ~ .... ' r' .. , ~.~ ".. _ 

witlf'the ~sta!!"s'a:a~~si~ of'~a'-s!n:gle-asset~and':tt3-'CO!lclus:!:on-that""'~' 
,"'" "': .... ("' ... ., r- hr .~'~ ...... ~.. • l"'t - .. ,.... r'"." .,.., -.,.. ~". "T~ - ... r" ~, ';.. ,.. ... : _ Wi, ',_.' ......... ,.... ... ,.....' .... ,.. • 

conven~·lOn.al.· ratei:3.ki·ng' wi'th st·r'a.1-ght;"11:~;e~ ·d'e:p·r'eeia"t1on~-re3ilJ.:ts 'i~'-:":: 
'-', • -~. ," .- ~ ~ ,~ ..... ,..._ 1", ... (''I ... , , .... !,,:::, ,'I •• " • - I .... ..... ' ..I. ....-. "W ' ...... H. • .... ,.." '. : .. ";" ,. ,.., ~ ~. f""r ,..., Ir ... "' .... ,,- .... ~ .. , 

intertemporal "·1ne~~!.·ty-'beca~se'· o!""tront' load'eC~:pay:er..t·- st':'e3.Q.3·; - '.' '. ->.-
Edison 3Qe'es tb.~i':When you l'ook-i."t4~'~he 'inves'~6;;-'re-lat~d~"¢'ost(·,,: ;-.:.: 'ft' 

, .~' -:'" .... ~ .. , ;:: ~'< ~ ~ , .• " .... ~) ..... ,..., ,..' ",' ';.., ,.' ,~ ... "~: ~". _ .. ,... ~ ,'_ ,,"",.. '... .. .. . ':. I"v ::.., ~ "r u ,_ 

s trea:r.s.··stec.:ing'"' !rOl:1 a~' s1ngl'e asset' one ~'1s ' going~ to··~ !inc'-' a oJ d-ec'rease-: ~! 
. . t',,' ,I~, " ,"={ ~ .• - , ...• / • _ .... ~, ~I 'r-... ~: ,- ·w" ........ ~ •. ' , •. r. ~_,.'... ,(" ... , '* ~ ... ,. • r' 

in~" 1nves~en·t'~rel·a"t"ed:" !"even. ... e-·1:'equ1:'!'e:~3~ ·()v-er; ... ·ti::.e~:::~:-· 'nl'-e':::p:r:Ob1:.e:n..:: ;:.: 
Wi th::thi$'~'typ~:: 'ot:· an3.!ySis"'ls,·~tb.atr:. ratepayer ra.te~{1 a:r-ecba.sea'~' ¢n~:a:: 'net::· 
oost i·:~;tliti;g~:trom: '~l-:~i·:the ':Co::i1Sa:l7~'S: a-s·$~ts0'.and 'n:o.t:,~ :j~ttSt=:'a ef.n.g~ 

I',-,f'-.'_"" ''' __ '''' ., ... __ " .... 'It •• ,. .~,_.,...'~' ~ ~ .... ..-, ...... "" ••• _" 

asset. ~hese assets a:-e at' various-l'o1n~'s·'i:t theil"' ':"esl'eC'ti ve-- - ~.:. .. ,,:: 
.... ..........".. _. ~ .... ,.. r" 1/'" ,... ",.- ;.~ .. ," <If' ,., ":-r" .'j',r.:"" _" ,1-,,.. '. .... ,.- ,..' _ "fII,.., ... : -. ." •• ,~.-ot.... ... •• _ ,:,"_.-

d'ep'ree l.at·£on geb.eO:ule3~. - ~:'::;S·~ . ~t'oea~ s" ·ra:t·epayers- '-'be:le~1t-'!'!"o~ hydro 
,~."_."""~"_""""._~,~l., ... ~" .. , __ ,.-My .... ~>o ..... _.- _.,.,.. •• , .. "',J.- .,...,.-.... ~ _ ...... :.~~ ...... "._:.~, .... ~·' ..... ,..r-,.. ..... _ ,,.. 

fa.c111 ti'es~,' '011.-, -' and'· ga:~f ~aeili't1e's" ·N'hieh'a:-e'· ·ne·a.":'lT:~1.:J:1Y'· 'or ~. ~ .... _' , 
;::. '. __ '~"·I#fI .. "", .,'~_..... -(_"W"",_ ..... ~ .• ; ~,'~ - ... \· .... -r, .. ' ( .. _.' .... "'/'Of_",_., ",- .............. ~ ...... _'.. ,_ -~ ... , 

su.bstanti3.11Y~ a-e':p~'eelatea-' '''"Ed'1,-so:l: 'a:!"gues'~h:at'c 1;'!"YOiJ:' J:ook at:·the.':::::·:. 
/"t'"."" ~".~ ......... - .,-, ... _,..;;._' ..... _"r ... _'~ . .... ~.::.. ... ,. •. , •.• ' ... ",,_. -,.., ........ !'of; .r."".,oIr "",'_."~_ 

ratepayeri'::'pa'o't '!rom 'a' 'sj"ste:::iwid'ew o:-"'t<>ta:lw compa.."'ly--vte""'Po1:trt::, ::; ... "."-
conv:e-~{ron:2.i':ra;t~mik?~'i '~do-i'i ';ot"> pioduee~ ~'1nte!"te!:ip*aJ. :::tn:iq~:1::':-:' .:.' :":: 

':. :; -:. :. . .:, ::. C, ': E'disou' '~ur:b4i::; a'igu~-: -that:i rate '~oe~ :--as~ :tna~: -:,~·rtl !h:as.: ::'be:en: 
r . ".- .• 

a:p:pl-!.~e";'d: i'll: :o'the,:,,~-u.i£stB:ctfdns '!iai;'~~ 'whe:-'e :a,I-l"3:r:ge -:nt:.c'l'e:a::-.' :pla::l."t: :.~. 
has ~b~{en:: iid:e·ri: by :r-ela:e"!.vel:y:'stiaJ:l :U~!:11-ties"" '~eitrir:i:ng: ~an:'(r:t~:".ease· ,:rn" 
ra.tes o£"50~::'''oi~'~6re::;:'therebi' ::ikiig: ASO:; !o~ ~o~'~'Pha~!-n: ~:.:::::::;';; ~~-::.,,:<" 
neoessari .. ' .: :tn: :the -; :-ca:se~ :"o!::sb~m:s;' :2:~:&3-; i~:iate': (=t::crea$~ :-¢~ ~.o-n1.y.I:"~2: : ... ~.~':: 

" . ,. . 

per;-int;:~o~'d-l;"e :~r;~c:ufrea'":"usi'ig ;:coive~~onai~ ;ateiaking;'-:O!:·rvb.i:cb'~ :::'.::~ 
, ..... ,.. ... ~ ... ~ 01... ,.. _ ". '" "~ '. ,.. .# .... : '." ... ,.,.. "" '~. _ ,','" .. .- ,'. .... ...., f ...... ~. :. i- ,..",..4 .... .,..,.. ..... p ,., ... ",," • __ ., ..... .; .......... L ..... _ • .. 

fO~:"·pe·::-c·e'nt· -na:s'·a1.,,!,'eac;y "been.':!;:lpl·e:en:te'e: -J:eaVing' ··only'--a,n· ... !-n:creas·e- -o!' 
eigh;';p:eic:ent-<;e:c-:es·s~r·y: • .2:·?.a:-ie:~:rc-::-e~s:·· 0:: 2;;ii:S: z~ftuc.~ do::n¢=t"~:::;~ 

, ~" ':' _ ... ': .. ~" ,:','-' 0, _ ...... ' .. , '" ;., .Ih'..... .' r. _ ."1. _ .......... >' _ 1".' _ ,." I • ..... _ ; ... ~ '''' .... , ;, _ , .-to:. --I.;" '"- _ ~! _, '";.., ..... :.. . .1.. ~ •• '.-

const-it".:.t·e' 'r'at·~ 'shO¢k~ 'no:,,' are' -:-a't'~' .. inc:!"'eases' ·oot' -t-~i~ --:::a:gni"tud.:e -l~:"g~. 

i 
"oJ~"::"':",'_ ......... ;.a:, .... r"a"" -.".- ...... ~ .. ... -:..-,'~.J"_ ~""",,,,,,,, t':-'~"""' __ ........ ,.."" .;-....... "..,...' io __ ... ~"'" by h sto·:"J:c·~'·-sta;n:l"Oa:"'l"Os '.o:r"Edtson;.' :;>.- , ..... -,;" .... , •. ':'i . ,;.-., - -""::'" ... :: '.':... ~.::- , .. 

,.. " _ ... ~ r-, ' 
.. t" ...... '. _ ~. 

...... ......... -..... ~ ..... 
-~""',.."'" '-' ' .... " 

~; ~. --. -, "'.1 ~" :. 0/:. .•• ~ r. '-,'. A - .£".. ~- •• - ;" • - - - ~ - . . .~ "".. ,..1 , _., ,.;. _ " .. ." ,;:; 
, " 

,.-, I,k'''' ',_ ... ", ~.,. 
~, .~. 'I> -10, .... ~ .. " loJ ~:~~ ... ;:.~~:. 

r.t.",. " ,_, • 
" .... , _ ........ ".~ 
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e· ~~4':-~~::'-:';':~>~ ~ ::-~~;. ,:,':':'1/. ::-.~:~ :' .. "':.7' :-:.::. :",:.h.7.-:~:~":":.):: ::-:;,:,: . :: .. _.. -. . 
4. :::.,Alter:uLt,i.v~ ,Rat.ellU1k1!lg-Meth.od~ .I~v~'tiga.ted..~,,:-; ,7::~~.:.::<. 

',. ~, a. •... , G-eneral '." ~... ,: - ." '" .', '. .. -' • 
_., ....... .... .... - w ~. ,~ ::.; oj. ,.1..: £' .... :'; ~:~ ~ (_'I:'~:- J'~ ~ ~';r' -: i 2 ~:" _ Q'': -:.'"':':' -::- ~. ~~ .... :. :-:~ : ~ -:',: 

. ,. , .. ,,'., Edison p ".SD<:i&B-. and. sta.!! ""aJ.l.. .:su.bmi. t.te.~, ana.l,-ses _o~ : :, '" . _ ~ . ... ' .... " ......... I.~~ .. ,o ••• • •• -.- _.~ ... __ '_~I_~ .'1: ... ,1''' ......... , .......... -...., ,_"..._~, ....... '_4.~"""" .......... ) ... _,~~-':.'~,-"', ... )_._ .... _~"I .... : .. 

alter,;l&t1.ve··;·ra.temaki:tg..: ~.Al though~ there .v,e.r..e .. d.if!.e;-e:.ees 1: some o! 
•. .., ....... '_ ..,''''' .... _ ~ .... ' ... .., , __ " ,' .. _ "~ .. - •• ; I' .' .. , _ ',' j .... ~, "',~ ",." ' •. ~' .I',.. .... ,....,.,,{ .. 

the a.ss~p:tio%lS "~~~~.,·th~:r,,. ~If,e:r~ gen:er.aJ.1y. ~~i~~£lar, •. ~ ¥ %?-e ~,~o~lo~1:ng.:: ,~,'~ " -::~ 
'., .-.' ........... ,. .... , •• -'...1 ...... t..t~, _.~~" ••.. )"."" .. _ ,_ .... , .... ..., .. "" .............. ~~ ,,)_ """ .... _,.._ ... ,. .... _~~ .. _I_ '*'_l~ ....... :/" ... '_ Il~.\~~,. 

discussion of Edison' 3 Wl;rses o'! va.r1o~ 'ra~emak1ng, metho~3 yo~d 
,~ ;~ y&- - t.' .. ~ .. :~.~~ '~~ :.: .... ~ .... : ::'., ~ ~~": :.:: .... :;.'."".:7 ~:.:. _r'::l ~:::.~,~~ ~ -:: ~.:: : :':: 

ge!l.eral!y,betr~e tor the ~1sesmad.e·~y SDG&E a:~ stat! exee~~ ~or ' 
t .::' :-: ... ' :: : ... ~ :,' ,'~, ~: :: ;::.' : .. ' ::; '~' • ..'1 *"::I~: :; ~,t "'I' ~ .. ~I .... ' I:.,.' ~ ..::: .!.: ;~ ',: :.:~ .".' .. ~ ~ 'L .:-:. ::. ~ 'J:: ~~;"':~ :-' ... ~- 17.; ,- ~ 

the st3.!:t:'. s use o'! s1::.ki:lg !u:ld deJ)rec1ation 1!l 1 t3 ~R3 pro~osaJ. a.!ld 
SDG&3' 3 -do~taht'': refe~.J.;;; di~ d;~h 2~'~; inC'r~~"; :~;v~:;-7tt~e;;:'.:';':~·:: ~ :~,:: ~':. .~.:'.:-' 

~:'.:.,:;- "";.:1.°;,..". ... ,~\ ... , ~'~ -, .. , •• ,} ...... --,..' ......... ·'1 ... '., "",,'j- 1','·'I ... ,,~;r .. - ~". ....... ,. .... ':\ ..... __ •.. .'." .... - .. ', ... ,." ...... , as3umpt1o:.s1:l. its ft !D8.ria:lysis-. - ... -- .. ~.-~.~ '~' ... ' .. ' -~""--~ - ~ ......... "'- .... . 
-(,""·'1.:.":"'.- . .,....,~~,....,...., ... \,~ ,...- ...... , ~.r- .. ' .. I~ 1'1ifH .... 1'·"1'""'/_· : .... '*" ....... _' "P' , ..... , ... .. 

, ', ... ). ~-' "otlgi'nar·co's~'1)e"Orec·1a:.t1'on"Methods w. ' •• '.. ~ : .. ~::. '~:: •. ::.:~:::' :: ~;:: •• - ~",""" 
.. ' " ~~.. • ~', - _' '~. L", ..... __ ' I" ~ .... r..... {:'j. ,......... __ ,..... '. -.t' ",'" .... ,- _:, ~....... ... "....,.. ',," __ ... '. I , .... '. t· .~./ .. ,,' ... , " 

. , '-- . "'n:.e- three "'ortgt"'...:al:·co'st methods. a.:aljZed· ... "'e-re: s"tra.ight-l:i~'" .. , . 
d~P:'~6i~-t:i;:"~·(~D)::~ 31~1Ci~~g ;'fui de'ree1a.t1on::a:id ~~fts~ ~:t'p'Mduet~orl" ":~.-: 

- (":1, ':..... ..,.,: I: ........ ; .. ; . " ... , .. ,... ,c.~· ~ N r ... ••· _ " ,- .... ,'I - 11:"- ,-' ro.' ," _ - .. -? ") , .. ~ '., .. " .... ,,' ~ "'~, _ ..... " _ ~ '" ;~., 

depr~el3.~~o=::- U:;der. 3t'ra1:ght-'li'ne; - the"'metl:od' C".J.r:"e::l;t·l:r':ed" b:r c.-t'he - _ .. ,.'" 
_,..... '''I i'l ,., "',"" ~",' .... "..., ". _" •• _ 'l ... , (" _ ": ".,.., .. ,.!"..... .."'.-' ~ ........ .,. , • 

Coc.mi,sslon ~- ·depr'e'c'ia.t1o:' 'is ~s~rea.d 'eq:c;allj"'; to:: eaeh,;,·aeeo=--t"1::g:· pe·r1od .. :::::: 
.. ,,'... :: ~... ,....... .,.,.. , .... ,".. _. ~ "',... .., _ ~ # "" f'." _ ".. '. . • 

over the ;;s·et';.:l41i!e .... o!·the's.sset vith,the -jti11tj"g1ven.··'the ... O ~.',':':':'':.'':.,-::;.:" 

• 0 ?PO rt~i ty ~o ear:l a.:l a.utho r 1::z:ed,: 't"~tu;rn~: on.': the -:~p-:e~ei&~d:':) ~: :.:'~ :: ~ :. / ... , -: 
. i!lves't:1e::it" ...... ~SLD'; p:rovie.es: the: <c'os.t.':'· ~!~or:L'::pa:t~!"n::.:~~ .":,,e:v.e::.~e.~: ' 

req,~:r=ements' r:)ve,r':.'::1.mea·,·; a,s·.:the-',deel±:e:.!.tz:: -1:lve~t=e:l't~e-la.t,e:d.;\·:~ye::.:.e~, .:.":' '.' :: 

• 

- -
req,tI±re:e!l'tz '.1'3 .o!!.set b1-1::.c::e~:', 'i,:1: operati,o:;s~ :~a.:ld~ :e:ai:!:;:te:l.3.!lc~,: ~ ::: ~ :.::::~ 
(OM) expe:lses.J ·: unc.e!";~·s1-:l.kb~'~0l!l.d" ~.el'reeia.tio:.:-rate-3·k1."lg;' a,.' ",<.,":,_,:" .~ ,,' 

~ .. .. - .. ,:!,,, --... - -1/ .. ' ... - " •• 

~ ep rec 1a t 10~. ·s~b..~;l-le:: 'tha -:. -:.i;:lc::~a:re.s-oye,r" ~ ,i::e ~ 1.~ -.;.sed.:, :..r~s.=;';' :;;g ;;:..!:.;' -: :-' 
l.::.vest:e;l't, ~-=:~oy'ery {dep.reei·atio.:l::a.:..d .ret~=::'}·Jh1,ch is. app·r.oxi:.a.t,el:; ... " _ " '. 
level.,:~his: :c~t.h.~.~~, ho",ey~,;:,. ;:~~e~; ~~:t~ ip;i~p';~~~~~:r~~.;:e#i:\:.~~~~, \i~s~ ~ ' ... . 
o~ s~r~i.ce . .v.a.l.~e- O'!- the .. asse,t. :" :";'13 :r"epr.ese:.ts .a.r,pot,e::::.tial, .c:.::de:l-,o.:. .... ~ r_. 

• ... ... ..... ' ___ to ~..... .. ..... ' _.-......... ' , ., .. .... .....,,., ,_ ...... .,. ....... _ 'I"'~',' •. "", """ ..... .,; ;.' ...,) ..... !.;. '" ;..} ~ ,~ ..... I'. ,J '~J 

!:.:..~·.:.re c::.stome.rs ,s.i:.e,e ... a~·cha.::.£e .. i:l .. ~?re.c.ia.zion .. would..J:.a.·~e:· ~6,:~9h "" .' ..... 
• -, - .. , _ ...... ..... ~ '.,; .. ,. """ _ ", "'.,'" t. __ ",.. ,, __ ..... ...., • ' .. _ ... ' .... '" .... ,) '.... ~ _ ... \' '""",' .;...,~ J,;" ,.. ,!ll~..i .. -:. ~... ./ ..• ...-" 

g:'ea.te~_impa.et,.o!l ::.l~~re., ~a.tes, ,'tha.:l .. '.l:lee.r ... SLD. :h~ U!l1tS.ot .. '" 
proe;~ti~~ ,,;;tiod_·.;tt·~;P~s.~ t~··::~t.~h:~~e~re~c!.a.~i~; ~x;~~;~-:;(t~:·~h~-::·· ~,:' .:., 

",-",1., •. ... .,0.4 ,.:'r .. ',.~ .!....~ ...... , .. ..;-f· ..... : .. ~' ''-, ....1.~.'._','.-.: _,;', !: .. :c: ....... , ... ~ .. ·;,_~.r~ .. :,~J_·t;,":'/·, ;;'1: ;():: ,...~""" .. r"r 

level o! e:::.ergy proc,:.1ced. Depe:di:g ~'o: the relatio:1Ship~. bet· ... ee!l 
proii~ct1o!'l. a.ct..:.ally experieneed to ·pro~uctio!l exp.eeted ~der the : 
st:,ai,ght-li:.e orig1::.a.l eost :ethoe, the :.1"'!.it3 ot pro4~et1o:t=etl::.od ot 
depreeiation will prod~c~ deprecia~io:. expe:se that va.ries,trom 
stra.ight-11:e • 
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c.. Cost De~er~al (Bal~~e1~g Accou~t) Methods 
Cost deterr~~~do::doi,::v~y2b3.s:.:e !i"at.e.ma1t't:lg.:.iild .:, 

acco~t1:lg :pri:lciples, but ra.ther establish a.:l arbi~ra.::r.-::d:.e.t:erraJ. o! 
._.~ ~····I"" ....... fI' .... _.'., ~~,'"._"""' __ :"~" .~,~ "~"'~'''''''''"'' '..",--. '::"~~"""_':' ,.. ..... 'L~-

i:lvestme:lt-re:ta:ted ~reVell\le· 'requ1'rex:e'!lt .. 'throu'gh', t'ne~"Se 'o!~a. ~'ba.la.nc1!lg 
...... ,.... "., -- -. ....... - '" \ <". :""') ... , .... - .,. ....... '4- ,. .,_ 1/':' ..... I,' .. " oj. _. " I~'", ,.' ~ ... ~ ~.:.... ... .. ,," "'0( '.. t , • .t .. 

acco'l!l:t-.. " 'nle three- "C'ost" -d"e'!err'aJ. -':letho'd's~ i-:lVe3t!:gated=br:Ed~:s~:i.'w~:--e-l: 
-- ... :''r..,''''','''' ~.iJ"- ,,, ...... ,..\ _,~ Of _ ; .......... " ~ r-'" .c._'·f .... I" _,~ ......... , ""__ :. "",""I.p. ,., ...... "''''''t , .... , ..... '",. .. I ~_ 

the leve~·1·z'ed ~'s1:lk1:lg f~d'"" ~e:e·prec'!'atron:~ extend'e~ zroC:-b.aJ:anc1'!l'g' --' ~'-"~ 
\ .......... ,. """"'''''-'1'''''''' _",v·" .. ",~_,,, .... , ... _ ".. ... , ..... ~.~ ....... .,. ..... c<"../ ~ "'. .. ._,... I 

acco\:.:lt '-ph3.se~i:l~ 3.:id!;-Sb:ore.!i~ ty;je ~1'has~-·i:n": .. '>~~:::':~ -- .~-:,:::.:.:;:,,;., :c~ ::~),:~~::,,:::;,.::;i~ 
•. ,-.... ,:'.,: n:·'";x~~~ : ::':~:0 ~:,:: .. ~ 2.~. :,.~,-; -;:: ~~~,;,'7:: I:~(:':":~~" :._~,~: r •• ~";' "':~~ .. ~i;"'~~ .~ •. :" .......... ~ (.':, .... :"~ ...... 

, ,:Due to t.~ :lor:alizat"io:l a.::d reserves' !or c'"ecoI:m1ss,iO':l1::.g; ~,~ 
:'::::". -,1~:~;:::::::'''~~ =,,"':,:..' ,::: .. ,.-:...: ~';,,:~:-~~,~'~(:"'-':=I~,;: ~.::; .. <: :~I::~:~~':: .~;-;~ ~''':- ~>::~- t. t.l' .... ~~~::.: ~,)::~. 

the si:lk1:lg fU!ld~,~:.?r-:e:~,~~~:.~.:~:~-:~~'Eh9:f. ~1?J~,,!,:,~O,:~::-'~~,::~~~~.~:l~ ~.J:.=:;~ ::;' Z~?;.:::~: 
i:lvest:te:lt-related reve:l~e reouirece:l.t over, ti:le.. .-U.:l.der, the 

, ". II :~. ~. '':'' --~#_t'".' ... ~::, ~:..tlt.... ~~.';' ~~;:;:: c· ..: ~~'.::, =.;.;~:: "''::'. 
leve11zed s1:lk1ng !~d method .,~,t.b.ese_ar_e,. :t.a.k,e,n, ... i:l,t,o ""a.cc~u:l:t;:, ,.tog~tb.er 

.......... -'~.," .... --".~-." •. "~.",' .. "._".",,, "",.)v _.A.A .... _ .. ,.. ....... ~,·..I _ ...... 

with ,a,ba.la:lCi:Lg. ac,eo'\l:l..t"..i!l- ~a:n-at-teQit-~t,o_le:v:el1.z~ ",!Eves':t:-e-,::-::-rela:ted 
., ...... , .... "' .... ,:.- ...... ~I ... ,~ JII. -· ........ ·01 ......... '.1 .... •• ... 1 ....... 1 ,.1 ... , ............. \,..,.,r. .... _.i....·.,A __ ~I'W'_ ........ :';'~.l' ...... ,. ... ~~.", ... ..;. 

reve:lue ~·requ.i-t'eme::..te_" ::. ~1'rac:t1ce~.:..1t._ i.s~ .'I:.!l.11,kely., tha:t_,tll1"s~ ,approach 
" ...... ,"- - ,,.;..... ~ , - - .... " ... ., .......... ~ .. '.. ".'" •• ' ~ o/IIu-' - .. 0#.' ... ..,. ...... ",,' .. ,., ..... ,~ 'rot' ...... ;... :... I '1,.1 ".. ~. . '" "" - ,.Of, I 

';{o~ld ,,~eS"..tl t :,i!l., a.. ~eY.e~ ,i:lvestl:'!e!:l:t-!'el,a.:tec._..::ev.e!lu~ ::~quire:i~;l.t_~~ie~ ~"'~ 
u, •• ' ... - .... ~.,_ ............. ,.' ............ ,..t ..... ". •• .... _ ... ' .......... ' .. ___ ........ ,.:.,_.;:.P' .......... "".,i .... "v <Il .. -V""'."" ___ ·.:'of>"'-a.~.~_' 

ti:le "oeca.u.se~,;the. ,calc'J.la.ted,.,le:V'eli,z.ed ,:ey.e::.ue ,req,u.1re,::~:l:t,: ~is bas;ed 0:1 ... 
.., "r" ......... ' - _-v_. ..~ ' .. _ .......... A ... ~ •• _ ..... ' ..... ~ .... ',,.._ ........ _,,..J. .... _'~,; ""I,r:;"'~ .. ' ... ':';...)_..,;..'\.,;,.=;;:,0 .... 

a !o,reeast o'!.~,. ;rat.e,s; ~~'! ·:::~t.l~=1- oye~,~:tp.,e ~:t (s.~r~~c~:.~~!!:..,.~"l:.~ t:I:.~ "; ~I';C' 
~eali zed act~a;l:-::- :.at:e,: ~'o!:.:.retur:l.:) ~o-ul:C.:-·Y3.:::'7:"~ -: -:.:'; ::';~.::- ~;..,~: ."::: ,:>:- c:- ".':';, ::.;.':"':. ~ 7:':, 

" ." .... 
'!he~~ ,e-x.t-e:l.si::o:l;'-:<>~ ~ .. tl:;e.::MA:AC:.: :Oa.;l'a:l~:',::,'g' aceou."l,t~ wh~h .~o:w.;d C':I'I::':' 

per:t1 t,';' re·c'Ove:r.t :o:!·":~:::v:esttle:l..t.;..r.e~at'e,c.::: ::-e:ve.:lue::;.re<i.~;-:e:1~:J.,t; .1;s> ~~":Wt1:.~;- ':.' ': 

1'oss1 bi11 ty;~;:~; ~d.i:s:O:l>-"lnod:e:led.:::a('tw~yea.r::.~h:ase-i'.:l witb::a ;;:.eeQV'e':y ... ov~r ... ... 
a ~1ve-yea::" p'h'a.s;~ut:'::pe'r1od.;::;",This ,w~~<!;,:::-:es-J.lt':i=,:':'a :",e~j;ye:ly. ">:::;'~:. 

g:-ado,;,al '$e!--les-;~o! ·iat·;e' f:icreases'~' 'i:n :t.h,~~~':)1ia:se~i:i~""'e.r:1.:o:e.:~,~ .::'.~ ::.-."-;: ::O'.';~ , ... Z' ... 
. I .1 

1i:li t1~g:- 't'he~-:'$1:Z¥~ O! tEe -":bala.:te:':lg, :aeeoU!i:t.::tto ~>about 'S500:-~t:ltlr1'-O!l:::: ,,',::::' 
", • ~ (#0. r " • ' ..... ,. ""',. ,.~ _ -.-,. <I' (' .. .... _.- #0" .- _ ,. ",.,. , , ,.. .... .. 
'" -'~~' " ~e' ~o:-eham :':pb.ase":'i:l,,:,.,l'a:f ·..;o:tird 'riot~:'be·--'a"ll:Oa'ble~::to ._:',-','-

. . ~ , . . 

SONGS~2::ei~' ~si~c:e"::sio';eha:: p:-ovit.'es ~o-; a ·~'eversa.f: o~j Co!tS7t'rt!~:rO:l" '::: 
·~o rk 1:1 ?;,·o~:-es:s/ ':{c·.ii?'-'ce=-e?'i t$~~': :::S!~ee '.'~,{:?:b'e:i·e~i-tS '-Vlliie' ::~ot :aee-:- ': 

- ..... ,'" - ~,I , ........ ~~... --~f "r.~·-" ,.. ....... ,. t·,·"" ,"10_ ;' .•• , .. -,."' • ...,,.. _:... ... _,_'. _.-". r-"" 
a.vailable, i:1, 'C,alT!o':":l1a:"p::'io'r-' to' "c'o'c.:1e'r'cia'l'· ope!'a't!'o:;' "tb::ts:~-:etb.o~"'~' .,:' 

. :"~"':'. :,~ . .:"~ I·l~:...."""""'"""r",, ~":.:.' .-1· '''''r:' __ '',t~, rJ,..,'-'(.",,"" ...... ~I""-~r..·-."" ;,.. .. ,.J~.r.),- '''.;' '._",~.~,,~"'J,... 

wo;:J.d !lot' be ~ ap1'~ie2:ble .. " SD'GS :1~oe:'!Ie'd"a: 'Sb,ore::.a.::'''tj1'e"'·::le''tho'd; _ .......... ~ ¥ '". 

"1·''''\'/f:·''''''~ ,.. .... , .. ,...,., ..... ,~ " .... ,_. ',"'- ,..,.." ...... ",,"" -'~"1'1.,...,.,... I .. ~, ..... ~' •. ',_""',.. ,~~ _, .. ,. .... ,.. ,., '." .. 
..... '.. '!oj., - ........ ,.. ..... "' ..... - ................ "~ ..... ... .. ............. , ~"" - .. _ ..... "':" -' "'"' • #Oil' .., .. '.-' ... ""'" .... _ ... ""1.:., .. ,.,.'.. ..... "'" - .... ~,~' " " .. \ ... 
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• 

• 

assuming an in1 tial seven percent inerease', toll~w:,.e .. d:,,~ys,;.S_e~er~ ~!cent 

annual. ~i~e::e~9- :.¢-ye;r;;,t;i v..-e:.. :s:e:.3.r;.3 .,anA ;~'t:r3:.1:g~~.1_:;,e: e~~.:~~ .~eovery 
over,;"the:.:..rema1n;i'ng;1,li!'e:,-of,:the ,asset.,'''' : .. >,-,~ "'" '-" ;. ""~;-('_ "".' ~,.,' .. r,., ',,,_ 'r .. ....... . ... - -'" ~ , .. ~u. _ ·· ..... ,t -- ,.., "' ... ,.'" ~ '. "..,; ..,. , ... '" _ __ ;J..-.,.. _.;.., fI .:/ ~ _", ~. ",.' ...: 

d. c<..:::T..;;.,,=, ... e_n ... d .. e..;d ... ', .. _Ra: ___ "te. __ ',_:sa.~se._' ..... ,M;..;;e;..;,t;.;;h;.;:04;.;;.·.. ~ "., ~"",' - " .• , ,,~, /.; ,- <_.. ... ';, :. F ~., ~.. • ,,.' - ....... .,-' ...... - ... ...,.'"~ ~!--" ....... .".. .... , ...... - -.,;.;.'_, __ ...... I~~,. ~:',..; 

': .:,::': J],nder· ~tr.ended·.,:-.a.te. base ..rate:l.3.king (,L~) ... ~ .the "val.t:.e o:! .. an . 
, • ..,.... ~ .... '" " •• ' - - ';.,. _,..J - -,J - - •• - ... .. ~ ... , ...... __ ..... _ .......... _"". 0# ~. ,;. .. _, _ '__ ... '" ~. "Ir' ,'" .",'" • ~ .(..t ~ ~ 

asset .~ts ·:::ine~ea.s~d \-o~e::;, .. ;t;1:le:,,: t~ -::e~eet ,the, increasea ~~, r;pl~~e~e;-t.:~_ -. ~ "' ........ __ ... .,-, ...... - ~~", .... t'''.",..,..40 ... _ .. -i ..... ,~_ .. ~ ................... ..,,, 

value ~ r.esul ti;ng;7,!.rom :infia. tion .. -.~,The. .. i,:I.c.:eases in a.ss,e~ .. :I1:a.lue i.3- .~. ~ . . .,-'-." ~ ,,~ ... """' .. ~ ~ ... ,'-' ~' ..... ~_'..,.. _~ , .......... ~I_ .... .;.,., . .."".. Ir~ ... ' .. ,j!;"" ", .~."'.,'.-r: 

of!'set by.:·a. reduct.ion in· current'jea.s.h::et.~!l"on the. :.as.set. :,v..al.ue..,:··T.R:a~ 
'.. . "'- ..... ~. ; ... , .... ~~ ....... ,.", .... \.~,. 'I'..J,."~V"",, r:::.~ .... ,/'J ....... -·.;.·'\,.-( ...... ;~Io,..' • .." 

di vides -the authorizedr-nominal .. ,rate ""o.~ ::etur'n ~.into.~t· .. o. eo,:?pone,nts,. . ..a. ; .. 
, ..... ,~"-"'- - ~ ~ .... ..1 -'.~ __ ..... _ -.. • _. 1",,- ...... '" ""~'-' ~ , '._40.... ~; .1 ..... _ .. "'"" _ :..... 

,real ra te::o:f':,,~e:tu,;-n, . and:a.::l;a.te ':o.! ct:et~;:n. :t~ :e~t;!:?e;~t~,,:~~.';:o:J . ~':'~":'::::;':' 
in!lat1on,.··.;:-~he utili:ty! sl:c~rent. cash ;:etu:;n .. :is,.:based ... on ~e .. ,rea.l .. _ .. 

- -. ." ...... .. ... ..., ....- 0#' .... '.'+_ " ..... ~..... .. ... ~ ... ., ~ ... "" >ft..I-:~ J. .9-J 

rate '. of-:-return·~ while:.the, .. in!latio.n ~p¢rtion(.is-::e,!'lected .. as~a,,·r.1-:e-u;;~: 
'.... \0 .. '_.. ~"'. ~ "~"" ... _" "'_'~~>#'.}"" ..... " ......... : .... ",' ... ' ._,,} .. ' ...... fto> .... ' ....... ~.,J ..,"" i"/ __ .... J 

o! rate-base.· Under-!mB.,.,.revenue.,req,uirement_!.s ... lowe:::~ than SLD . 
j (.',. - .. .", •• , •• .,. ~~ ..... - , ... - > •.• - -" ...... ' ...... ~ ,),' :-~", ... '. ~.,I~ ..... _~_'_ .,I"'_.:#r'.~ ~;:-:""'.I';;'''''''':;-::; :.':. 

ini t1ally,,-and;, t~en.~r.\Se3"a.t a.I>proxi:a.te11-~h~" ::a~e ~.?! .. 1n..~a:~iC)n;, ~~~:.-, .. 
• --. - .. ' .-~ ."" ..... '~ .. r ......... .... '110' ¥.! ....... ~' _~ .. _ -J_f,jf,_' .......... "" ' ... ..,I'..,.l .. f .... ", ~." .... i.· .... 01 _A ...... ,. _!.,,~"'....-_:'. 

the se:vice l!.!e of the asset.· In the last year o!' the ~~~1~e 1!.~e7.~ 
. . ~ 'oJ'.......... ;. _ ,_ _' ........ ' .............. 

revenue req,ilirement 13 pro·jeeted to.,be .. 6", to..~8/"':ti=es;the~!i~stcyea:'s -
, _~_. ,"" ."' ..... ~,i ... ,;..1. ___ ,.:.""' .... . "If'" _ I'~' .,;,... ___ ~I ..... ..,.,.,;.... • • ..: 

reven.ue :-equirec.ent. ~~:":~.>::~,-::~;.,::::,~ '::~:;""J: i):,,:..::. :'-::::.: .:::. 

;;:'.'; ":.~:::~:i?9~~ argues~tha.t-,si:lee. m,:,::"e~hOd-·doe3 ~not,..~~o~d the 
,.' ... - .......... ""~'" -" ..... - ..... ' ................ :; ... ___ ~ • .... w· __ ,."..J~ 

utili ty:, an:,Q'Opo;rtan,i:ty- :to" earn i~$I.au.thorized ... .:a..te~ o.!,. r.e:turn ... on. ... the 
• ... ..... ..... -: ...... - •. . '-,,, ........ , •.• ~ .......... , ..... ~~-"'" .:.~' ~ • .:..' ....... _ "" _~. _" ~~".;t ...... ,)·,1 ___ ~ .. ~.-: 

asset~ dediea.ted·:::to~:,public:;se;~ic,~ ~:~ .:t~e..,:ti~e ~~.: ~~:-?;~~;d;?g ~~~l":::'::: 
$erv.1cer~:- i ~:, does:. no.:t~ ::.e~~ ~he;):lin.i:~,!"'es.ui,re=ents.~ ot". =eg~a:to=:r _.' ': " 

... • ............... - ' ...... ..- ................. ' ..... -.._ .... ,. .... "" •• 1- I, .. 'T.""' .... " 

l .,. .. ·~· .. ,,, ":I.· ..... "'e .............. e . "''\OIder ~"O "''''e ................ , va'''e -ises o.ve'" ·"'e·'''' - ...... ' ....... 0. ~" .• ,-......... :V.,. ' • ... v. ~, .\ ~ ..... ;l.,.i;).. 'I.. ". ~w':; y ... ....... (-... ..-.\.-' .. ,.., ,..,.. ..., ....... i;I...., ~ Wi" _ 
• ..,' '. • '. .. .. . -"" .. ,.., • -" ", .. , ..... _, ............ _'."J_ ..... __ .. ,;. '''. 

thi-:r-ds; :o!::, th-e.:; asse:t -se~-::v.1ce. 'l1-!'~,;,:' .~~~'U.i:~,i!lg:,;-ec.~,y~::r( ~~c aE?a.:.: ~?~.,,::-; ':: 
oi-lli~n:.,¢!· pl,3.."lt ·in,v~$:e:en.t. oyerr,::he.la:-:te:-.. , thi:c. .... o! ::~e,..asse~~li!e ..... . 

- Po • ..... • , • .... • ... _ \0 .... • ~ _........ ..... __ • '" a .. _ , ., _ ~.'" ' ... ) .... 

~his 1'laee:s: :'3.. s;'.lbstan,t:!.al; ::i:z,k= ~~~,:!'].l.:~,:-e; Ir~:¥,pay~:::.!!>: "~ll~~ :=-:?:t>~3:r: ~?!::-: 
reeove~y.; ·in- -:-a t,e.$" .o:!~ th,.i~k S.s~ 'bill.io.r_ o:!~ plan.t1nv,e,$:t:l.ent ~ at,. :~.he ,t!:e ~: 

'., ...... , , .......... ' .. " ..... ;. ........... '.". \, , ... -....... '-., ..... ,,"," ,:,.."J .. IO ..... ~.:.._ v •• ~,\ ... .. :/._ .. -'-. ~ 

the plant: ~i:9~ :,in.:' ,:the: :·l,a.te.:- -$.~es.. .. o.! .. 1 ts. ser.viee ... ll!,e"_a.:nd.,~:,,..!:,e.:-,~ .... ~. __ . " 
~ . ".. ............. .., - (. .1,.,. ~, .. ,.#_, ... '...... • ~ ............... """:"_ -'.... ':."" ..... ,a./ ... ., ..... ~., .. : ..... " .. ~'...t_ 

oper:~a.:t:io.n.s.: :l.ay:;b_e~~:,~c.a~~ !~p.e,,,; ~~,: ~?-e~,:?r.~~_e~~,~ ~~ ?-~~~ g~:l~,:-~t.i!"~:~ ~::'::':":: 

re's'o.U1:C'eS ,.:; :-::e.cr..!l.! "¢a.l:~~ha.nge~: :1li . .gh~::; ,9&;1:' :~~~~~s_e.~ ':; ~d~ .:~~e;, '.::: ::: ~: :;: ',:.s ? 

ant'1:c:i:'p:a~i~n :of: :r:e-:ti,r:e:en.~ ·~~;:;::~e:.: .:!ac:i,li~y .. (., -::. ::.:~'~,:: ~: :.::- :; ~~,=: :-:-:< ~;~ ':. :_,.:'::: 

"' ••. ~.~ .... ~ ~i,' ~ _ ""0'. J~~: "", .. ' ,", _. t'~' •• , .... '.~~ ",~ :. ~. -... "" *" - ..... \ ..... ~.: ........... ,......... "', .. ,,~,'" ... ", '") ~ ,.;.,.......... • ................. _ ~ ,,.... 
------ •• _. - T ___ '~ .. :_ ~":"\"'_'.v __ .\ ....... '~'\/y ... ..,.._ .... '..,. ...... _,~\ •• ,' ___ .. --:-:-..... ';.. ':.:;~ ...... 

-., -: ~ ',;. "" .~. ,_.... " ' ........ ~. - f. e, ..... - .. , ., ..... . ... - .. ,I..... " ... ..... 

'. ". ,,,", - ., ..... fl', - ;;. I: . .... '. _ "" ...:. -.fl , ,_ ~~, _ :;.. 
, .... ,... ...... , ..... __ ....... ~ .. 4 ..... • w ........ 

- 2; -

-- ,....{'~ ..... ...... 
1'-' • ....J'... . .... . 

...... ,1" ....... ,._ .... 
~,' ----,,'-

, - , . 
"":--r -. -~r .. ,.. .... 

• ........ ~ f' _ ....... , .. ' _ 



A.S2-Q2-40' et al. ALJ/jc 

I:' .,.... ~, ,.. 'I' -,-- ...... _oIl· Jh 

'.: -: ',,'::::. :-) '~he: "!!!l3.'l~ riitei:1~tng~ ropti~·n·~~a:v~:r'de<I·' -<:os't> '-ra t:e~~, ~1 i fa::: :":j, 

service value :lethod 0'£ :-a.te:taking.~"'The ',dcist:co:r:::t.ne::p.l:a:a..~l:",Iould;::'no.'t··:~. 
'be i,ncluded in rate base nor would. tlie='~ex:?e.nSe.:;-=~"l.~,~~t:o-.::::..t:.he . :.,. 
oper:a t to''n 'r:6i--the;; :Pl~.f?b'~ £nelud:ed" ,J1.~ ':th~ eomputat:r<>n: ~of. sr~'V.en".le 
req~f';~/m:er;:i-:'': !nsf~a(f;'-=tlie. lrt~£lftY .:voUld::re'C+e~ve ~l"'ev~n\1~~as'::i,£::-:he '2' 2 .~::, 
ener g;r ;;~e.s;,:purch3:ie'd· on a; ~~~6'n'g':te:-= ::cont~3;ct~' :'::'O'nder M:S-:a.!.!~3;,;avoided~: ': 

.~7'r;:~" ...... ':".... ..... ,', c,' ........ ,. .• : _, ,..,.. ""., _ ~ ~_ .. ," _ ","" • 

CO'st ra te:ak1ng '-mode 1: ; :-eve:lue::eqtii ':"~=en t -;''{ould r1 se =~'rOI:l $;4.9 t ';" ::; '.: '.: : 
.. ," ,Ho. _ - .... ,... ....... .. - ,. _,. #' _ • ..' ~ ..,..,'.. ..... ',~ I'" .-4_ ~ • .. .... I. • , .. ' r 

milllo'n:'i'li .J't-9$4: to' S781'-mi:l;J;io'n O"/er" 'the-If!e'-o! ~the':a$Se·t fn ... 1964:' .... .:.::. 

dollars. Compare'd:-~o':·SLD:or~~R3,.:::-the::a.vorded':"co$t par-e!l-;s~a.re:::-; ':,;:;'.': 
greater -: than botb?met=.ods:"i!te:- 1:994.::- ;~FU!"the:- ; ~;Ed.1sou eo~tends- that::.:: 

-",w" _.- ........ , .. , .. .-;" •• ,~'-,,- ...... --"--".- ..... ', _ .... ',-_.- .. - _ .. , .... ~. • -~, " If 

avoided· cost,J:-ates" do "not ~:o.ecessa.:-j..ly "":lee-t ~:tb.e ':'bas:!:c·:lega.!.;.'c:-! ter1a: .~:-: 
f'- -~ ...".............. -- ,.". ,,,... /. • •.•. ~ - -,.. _ ..... ;. ... t. _ ...., It 0- ,. ....... ~ "...... ~ ,. 

of provl~::ng':'sU:!!161ent -reventie-to;'proV±de~)1'or:'both~:'the i!lves"t:lent:. ::: 
~- ""," ;·"'1 _ .... ,,, ...... ," ...... \ .. ""... " ... ,,A, ," - ..-~ _ I,: "'t..i t ... "' ...... ~. ,..~.-. " ... " "" ~ _ _, , ~... ~ .. 

related" a.nc.-"no:o.1nve$t::1ent";;rela.ted"'cosis-~o:e' the:;:pr6pe~tl~ devoted-~o:" ::.:';' 
,n. ',' .. : ;< t, ..... -:: ~ Ip- - t"... , , .. ' ~ Pl .. JH ""' .... r...... _ ,,""\ ('"10 "" (' .,,'..... _oJ.... ....., .' _, ,". 'rl.... ...' "'" , publ:tc serv:tc'e. ;,," .- ':';', "'_ ...... :"" ,,~ "."'" _": <::.:..:. ,:':.:':-:-::-:: ': .• "::-
:;: , ;:.: ':",:'!).; 0"b'" ·';e·· "'~:~':-r.f ~~::S" t- ... ::;"41':- A··na~'l~s~·'.( s' .. :- ~"':" :., :: , . .' .. : -::~. ::. - ~ ,'., - ", ~ "" -, ." '.' '" ,', -", ., 

ttl·. • .. oJ. ~ .,. "'... ~ .. L .. ,,.. - w ... .., - -.. ... - ... #'- .. ~ . ~ .. , . . I. I • 

a. ~RB and ~e~ Reouirements 
", ::' :~Ed£SO:l ~-3.ileges -:hai';'~RE;'does~'not:' :eet :,the:~in~~l::l:~ legal 

• ...... ~ .. ~ ..... _ ... - ,- - '-;M ,,," f~"""~'" ,.... '/', of· ...... ~' - ~, _, • 

!"eq iii :-eae::ts"o! . ra:te;' :-eg-..1la ti 0:1" b~at:.se tb.~'· cO:l:p'anY'::,wo'tI,ld:; !lC't-:' 'b'ei:' ~ ~: ~ :- ;: 
provided tlle':'opport=1ty to-~' earn::-1 is a";'thor:tzed: ra.te~o!'~re.tu.rn::·o~;"'-t:b:e::· 
asset at':the:'t'ime'; the':-asset;· -is"be-'!-n:g; U$~~/,top'ro:v1:d;e:-; s:e:"""J'-ie:e":. to:' :the: '~.~. 
~u"Olie': ": ~:Edi30n -: states ·~tb.a.t:: 5t3.!!"·'developed;~a.:-e3.1;: · ... ei6hted:: r.:e·t~: coste;:' 
of capitil~'o!-' 6': .. 05%-'~o:-::'f985':in-:·3xh"i'b'1't:':~5 .':<.' u::C:e:r~~=.· t::;e; 'CO::1Pa:r.7':·':;:," 
·,v'oilld.: ea:.n::: a,.:: cash ':-etu:-n:'" on": tE.e-:~ t:-e~aE1C.:: 2.SS~·tC: :e:t:::'th:1,s ;:-;a."tk:: C~~e~: ~.~, 
-a·.~e·~:·o·~·;:;'e' ~';'::;"):::~ '.: m'lol-e":' ·;'~~':~:"'-e..2::··"'~(~""a~':: c;· .. e ........ "';.,., '..::1".,."10.' ___ ~_";"A.,. e' 'c,,,,o4'~"l:s '; ,...:~ • '" -"" .. I.tt..i........ .... WC;-.i.o-*;,; ~ .. ..., ......... ....,.....,." ...,. ....... , ... ~r'Jv ~ ' .. ~."".J-' _ ...... -

;.'44"; 'e':.eent'~l:eaV1ng·:'a,::O .·ts:1::,.,peieent': 6iS~ :-~~e'~¢'f: :=~ii~: '!'o~~,t1ie:';":;~ :.::.: 
coam.on 'eq~l'ti :C:01:lpon:~;'t~: ~ 'E~i'So£ -a:=~e$ .. rtb.at 'bj7·:a.ny<r:e~:i.a.cl~~:::'':::- ~ ,:;:' 
standa:-'d~ a:." O-:;~1 '<fo: ra-:'e ·o~ :-e-t~::-':1-: ~:::"co=o:{':~~::"~7; .aVa.1~:ab'l~ ~<i:: -t~e: 'c':: :; 

; .,'" - ... I 

par-ent o'! d!:vic.:ends- :is~:g:-o$sli'-ins1lf~rci.en:-:: .. :::~:~diS:O:n:~a~~s. ::a~~~'~s ': 
contention that the ::leas"J.:,e~ "~;: ,th~:·a~~i:.ac:y :O;!;;:th'~::-~7t-:l!":n :O:n=:e:oc::o.n7':: .. 

equi -:1 ::1\:.s1; be :o.ade • ..ri th. ::e!er~nce to the total c'2-ell :-e",enues o! the 
cOt:l~any. ~he'st~:e' logic is :nawec.. according to Edison,. since Edison 
is ent1tlec.to e.a.:n. its au-:ho:-!.zed ret"..l:"!l on all its assets.anc. also 
oecause ~he S~~!t3 logic · .... ould result in a s-.:.bSiC.:r' by o-:her" assets 
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b. Avoi-d~""Cos~·Method ,and, ,Le.gaL. Recu.1re::te,nts.,:: .:::: ;:,.:;..; ": ~<:,',>"::.: 

-:' .... : Edis,~n :8.:" gueS: . .t,ha:t .s:ta.ff:~;s:·: ~v:o:1d-ed:, .ep$:t.,,~ 1'::".o:po:s.~.!~1;l"s::,~:t-o;.~.~; 
w ~.. •.. c ... 

reeogni"ze"_.:"the- :m1ll:1l:!'1l::' le,gal: :.;e.q u.i·::eI:1~n ":3: .. .o.f:--:~.~ t:e.: r..~,g'4:.~ ~ :?~.Ca.~.:: :. 
there is :n-o:, ~e:s:t~ of: :..the: s~!:i:c:i.e:nC3':' 'O:~I: ·::h~! .. :"a:t~s~~~· .:l~~ ~h~ ::r~Y~'!J:a.e,-:.: 
requi"r.~men.t: ;.·o~., ~the :'aSse:t, ~e:Uea. te:d: ::to~ :th~ 'J):t1'b:l:1:c) :~r~v1.C!{-':":.::, ~: i;;;;::': c; :) ':--:. 

Fu.rthet:mo-r.e;~:> ,:av~;:t.~e:d: ~t~ tra:t:es:' ~po:s:e ~::a:te,paye:::.""s:- "an,~,: :~:~ves;t~rs:; :.":.0 ::: :':::: 

both wind~a,:u",,:J:.os.se:s: :and;:ga.i~n13~.l:. Und.~:::;· ~a"!...¢ i~:e_4; ..:.~S;t: .:.r.:a:~~ ~ ': ,".'C' ~" :;:: 

r~la.t:1:vely, -:1nex.~n.siy:e~:::e-s~~.e.:e3.: :su¢:h:, ~as.: hy'd:r~ :.wo~~~ ~ro~<t'!l~.tw:frn?~~l;. 

gains ':to ~11lve:s:to,rs..~,and: ~cO'~~:po-nd:ing. :;los"s:~ :-.~ ::~t..e.P~1.~~'") ~c.~q~.(iS .~.~ 

3 could also: ;·.pr..od~ee- ~,w.ind:al:l: :ga.i·.ns: :~ o~ :.:i:n;':~AA::S:·:; ~ ~s.i:n& ;~.h~ :S;t~.'!; -:..:;.= 

valtlAtton ;metnod,cand: substit:u:tli:ng ~C.o::tn'i~ss.!.o::'~3.PPl:~V:~: . ~a.~<;~~:7:'::~~~~~ 

a.nd .:u.s;ing;:st~!:s _'-u:ti1:i t~~;~dis.cotm:t: ,;:a.:t:e.; ~_-w:~~d; :P~~~~ r3 ~n~;t.: ~.n~:l.1;c::: 

gatn ot~:$7.2.;;';.m1J:l;to:loin".1':-ese:it:,:w:~:,th:do:llar;s .. :a~c¢::d.l..ng):~ ~;-s.~~,;~ 
I±:.:the ,~.:~a:t~pay,er:;: ~;i~sC?un:t~.:::ra.:t.e:. -:O:~ ::.1.0: ::-~:"~:l~ ::1:3; ,.::;.~e.:c.\~ t.b:E!: ~.c.o~-o.C:1.e !>:'.-:-

ga.in · • .J'o-., . .:. .. ·.,..e,.a-s-t·g ... ·J...p"c'''' ...... '"~ .... "c...,·O' .... ~.;·J!f"'·-.... o,p ~ ......... .,,, ... "' .. .o."l-."!7'.'!''' '7 , 
_ .. I..W.~ .... ~ "_' ,;... ............. , ....... .., .... -' .. ~~.Mo--~ .... ·.-c-.4 ..... ~ I~ .. '~; ~~~~ .... ,~~~~.~~~,J ~!:::~l.:; :...:-"'~~ 

billion .. "~ _<~hu.$,: ·",the~ ,::$1 .. :~ '::b1;l;l;i:O;:l :E':eon¢I:1i;C: :,:l~~s. ~.~~g~:. b:1 ~~.) .:S;~~~::_ 
can beco:c.e~,an:.eeollo:nic:.;g3.in;;::b:rc:~ha...."ges in "t.·."o.~t'aeto!r.s ... ", - ,.,.. .~~, ~ -" - - . _ 

... . . ,,~ -" - - ,-.... ,. ,.... - __ ,.. ... ,. .. ........ ...., ..... A.' _ '" ~. M _'... ... ~, , 

c. ?aults'""in ~St.atf. ~Econ.o:l.ie ,·A!lalys1s -:: ,::::"..: ~ ~<:'::<" ',:.:~:.:::: _ :::.;:'.::,~ .. ~ 

.. ::~ ,Edison a.l":gue~ ~hat. u.~~:..:~f:~v:~i~~d ~:~~-;.:a~;~~t~d~j;~,::.~,f,:<. ::-: 
referenc~ !ro: which to judge the efficie=.cy of '=P.3.::-.a1.ses,~::.he.; .. L~~.,' 

r·iIo.' ... ' ............... _ .......... ' ..... ' " ... :." ..... .. 

(r.:.es~i'on -:a.s~. t,o ,,,:wb.i¢b.:-:a V::O:i d:e:e., ~:¢OS:. t :.;":~ u~ ::.S;inc e: :: Ed;.l.;s~~n' h.~, :Sftve:-a! 

.approved::standa.:-~::offe~s .. :~. ~he- ,,,:s'tat:f -:av~1c..e~ co,~~ c,~~~~~ti~n:::::: ;;':.; -: '; 
••• , '>4 ,....... ' 

excll;,deseapacl:ty.::va.1ue<·t~ou:gh ~-::h:e .:i".d~,~,99"O' s ::;b.as~d·,~<>n,.,:th~ ':' :.:;~::: ~:.. :':; 
. " - ... 

assu::p~ion'::tMt SONGS:-.2.:'&,::;;:~a5 no vaJ:t;e:u.ntil~}th~,t:t. :::Ec..1$~,:;~~~~;:. ::';-. ~ 
!aul ts~.s-:a!.!;~s ,",ass~rt:i-o:::., ,t.ha t··rates "· ... ~-i-<:l~, ~a:-e· .. l~v.e~· ... 1'n r,=~al·~~,t-e==s, .a:~, " ) ~ " • • ....... .,.. , ., _ .. .._ " ".. u...,.. • ..J... _" _.~. .,. .. • _ 

e!!1etentj;a.n~,: equ.i:table:~ while:eonyen~~<;!;ta~;." :-~;~~ ~~~c~,(',a;~:;.~;~?~, :: :::.: 
loac'e~ ·3.!le..·~ecli:.e"in ::eal.,te::-:s.ov.er. t!.::e ,.a.::,e ,.1ne!!icient, .. a::.d~. -_~"" _ 

_ ...... ,.. __ ... ~ •. "_.. .- ........... _ ' ...... -. ..,....,' ~,._. .• _ ..... _ .• ':., _, ..... 1... ... _ '_'" _ ..... ... _ ... 10 " .... ~:~,:: "._, • ':, ............ _ 

1neol1itable., ... Such~.asse::."~ion-is !ault1,.~·illcon3i3te!l;,.:ooth_with, '-".or" 
.. " - ........ , .... -' .... _ ... " .. - ...................... , .... ~ .... ' .... -7 _ .... , ~, ..... _,. ... ,"'" ........ _' ..... ~;,.;., _f:.l~ ... \_ 

econo:ic-;,-::'eor,y. .. and.,e:::pirical, ev:!'d.en~e., _and ~inconsi.s:~eIlt. ",{,it!l~$ta!!~.s 
-:.. .... •• :....... ........ .. • ".1./ ... , "ft J ...... - ~ .. ~. .. * .......... ~,.." - • ........ "" ........... '.', ... ...,., .... :.~r.!:'~ twJ + ................. ' __ .. _ ......... ~_ 

own.: c..e!ini:tiQ.n-: of;: .. equi:ty,.,acco:,ding,;~o,.Ee.isol:l.. ~ r, .;... ",,'" ~. .~';r. .. ... 
........ '".... ... - .- ............... - .. ~ ....... , ., •• - .. # .... , -'--'" ....... , .. ' .. :.,~~-: •• :'::: 

Ec.i:'3011 sta.tes that s-:at!' s TR3 p:-o"Oos'al is <:cased I.on t:::'e ' ,-,,' . - .. .- -- ~ -- . - .. -- .... - ~ ...... 

concept of ecollol:lie dep:-eciatio::.~ that is dep:-eciation • ... b.ich 
considers both. the, re::l3.i:.ing li!e. o'! the asse~ a.."ld i t3. e::.:-ren t 
value. ~l:.is e.llows. :-ate base to increase in. :lol:linal:-:e~sin. the 

... ,,.., 
-,' :' .. ~ -
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ea.rly :ger1ods. :s:ow.Eiier:·,,: 1:n:'~rf cQm:'Pe~1..~1..v..e:.::~:ciS:t~r.:r~:e~~f1~"m:1:~ .: 
dep-ree1a. t:1on'::i:s~ :s':1:mpl,.:.: 'the2' 'r~s.l:: 'ena.:e::ge-~ :in ;Pr'i:Ce:; 'o!~ 'an :~e. over 

time-/,' ;",liere': :pn~e-'~:r's': d'.e-:erm:fne·(f,' ,"b:r::tb.~' .:expeet.ed,:" fU't"..ire: :st~e_ :-.o:!:'~rurt· ": 
ea::sh"~ '!l~w '!-rom. the 'ass:e-t: .. : -: A:3='"~ :e:ipec·~at:io:r..s:·.():t; !-ttt.ui:e:; n:e~) :"cS:Sh c., (-: ';;-;: 

receipts chan:gli',-' ·ee·ono:l·fc:~e!>r·e·c1:a;'t1~¢n:·~~":'l~:t· ;:refie'e't ~:wi.'1ld~aJ;l::~i:n:S·,::·: '~ 

'. 

8.!'ld. ~¢s·se5;.:' ':., ·;.:ppti~ea. 't:i'"onUo'!::' ~~~e 'conoept:; 'o~· 'ee:onomi:.c.' :c.:e·pree1&~";¢ll: ::::~.: :

however ~ereat.--:ee Je'it'etil=s.r:;r.t,y: ':l>rob'l'~:S: si·nc·e: . ..:.e¢6:nomtc ~preeJ:atto:l: :-::-::.:' 
:ia:tt~:"n:g.: "JotiJ.~" ~d'ePeild:"'On:' ~tlle~ prlc'es;:o~ ~~.e.e:tr!c1:tr::'W~:t:¢~i:.are:':th.e.te:07~: 
3'et:~ :>~s ci=-i&.ll:atfty' ¢o 'b-"I.em; ~d-oes: inot:· ~ex1.s:t. :in :;the: ,:com.~t1.'Ve ~.~;:.: J~-:::. 
t:la.rk'e:t~ :'!iecause.'t>he: 1n;t:e\r:~m:p¢.r~a.J.') ~pr:re:e;··~pa:th~:::i':$: -se-:"!::b~'~m:an7-::L' !:'::..: ~ ::~ 

iIid:iCVfdual·s::~and ~i·-r:is:;:::;~:~h:'~ ,~con'¢Ilr£e ~mode!s ~d b7-!:both':Ec.:ison:a.nd .. :;·,< 

th~ :':s·t'8.!:!,nave ::s~m.pr.r!y'j,:lg.;..a:ss-ump:"t-'io·ns: .:t¢.~ ~cf .. eO~a:a:tj;'r.r.e:·ana:I.,..s:1$:::: 

posi'£'b-'l:e.; lloweve~; \:they ~;ar.e ":n.ot ;;r'epr'esenta:t1ve ~:o~~ea:pitar . as'sets, !.n.:;~~ 

the :.:eti:l: :".i.orld':.~ "Th-e:;·ee¢nom~l¢>·=d~~i.ee ra:ti.on~ ~.as·~p'ti;O:nS ~~.lhiteJ:l,cUne:e·r!Y-: 

' .. .. 

•••• 

the staff":~R:B'~:-P~opos:a'1: eon-"Ii'c't ';wr·th ~emp!:ireal' ~:s-:~d.,:r:es.t.c!: co::petit iv.e 
ind:Us'ir'i~s~.-:- -·hrtheim¢:.re:;·::thei:e:-:ts'::lO ~3i1:S:C!o'r :bel::t;,eving .. :ihat;;the,:.:::· 

pattern o! rates :.:.jli16h ·:::-es·til ts !ro:V'!:m:·:r'a temak1ng :'Would:::be~-'::-:>::' .~,::;' ;:!~':: • 

. econo.c.1eally efficient, or 3:t':r:':~rl;ar<fs:rjri:;:,2:tr.ai:;.?<;:a;c.y.e.'O.tf.Q.:Aa.'i . :: 
ra:t:et:ak1;ig ;'i.'-i ~f:-dn-e:::!.ciacied ;:-':{:n ~·;C:om:par'iso.r( w:f~h prfees Crates) . ir. 3. 

"::.': ~\'.' ':St3.!!: t;r:l~$:to ::s':,l:?por:t: ~e ;·:pa~te::"rii:.o.'[ ·"ri~s·"""'h'!eh:-·:-esu!ts::: 
,f:-o%!l TP.3 t15i ~ar.iftfng tl:iat leve!·,··or·,:s·I-rgh.tlj inc:'eas1ng':!"a.tes;:are''':' -; :.~,:::' 
eq,~!. "; a.b Ie H t~:::,a.'te:pa:y.:ers;· ' :?:.o~ev.er:, :·UiSol1 ':¢oltten<!s·,'tl'l:at :')~hts is;;.::.:: (. 

inconsistent ·:,·';'1th ·ba:slc·:pririciples o! regJ.1ation:::..that :-~es~c~t::::..." : .. : 
p~ovi:d'-e '~'!oi ·~tb:e ::i::.ve$·t:i'en~·rela~ :~and: -:nontrive,stcen~re:tri:~ed~cos'ts.:.::": 

ana. eipense:Vat:t~e t.lie~:3.!iJ"ass~t~.'ls~used'::to pr6v:t~e.:..:se:+1ee::·,/)!d1·SO:l 

~urthe:- ~3:ig:"&·s' ~'thzt: ,,:,,;her;~~is··:no i:'p':-ii:ii£ '>ieasoii why~\iates ;:;slioule~~be'::' 
level int ~eal~'t~::s'l':7:~I::~a ::·~a.rt!c~:i: pa.tte:.:~:: o!':'ecor.o:ic··~ :.. '5;',:-;- .::": ;:<.;': ;. 

,.... ,.. ~ '\ 

depre'c~at£on s.::ggests :t:-iat ;':''!o:- -e'cono:1c ~!'i:e~e::cj~::ia.ies~:o~gh-t::to··~:~' 
decline over ti:e, then eeonorilic~theo:-:r-:: sugge'sts;"xhs'tO r3.'tes':·s~ould.~ ... ,:-
.J l.t:':- '," ~'( ... ,f"-" .,.. '" -"~I"'''.·P,,,,,,{''\ z:;-- ..... ,. .... "'-.. , .. , ................... " .... ' ... ,,.It·..,,.,~'..,...V" . .,,,"".r .:.."::""' I..ec .ne O~/er't' ... ::1e.·· .. -.:.·"~'··c.··· ..•. ~ -,.~ . .> .. - ........ ~.:... •• - .-.•• ~'" ... " ...... ..,.;;.~ ... .... 

- ...... , __ ., f", 

• ~,., , ••• #'0 .... 
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A.82-02-40 et al. ALJ!je , \ --.. 
~: \ \,n • .;..!"'. '" ._ .... 

d..:: Sta.ff·!s·Caleul3.tion~'o:!' Val~e··,of ~,SONGS-2 &-.; is "Paul tl.., .•. ~, .. ,,_ ~. 

,c,,-: ::-::" Ed,iso!l;::arg¥.es~~~ha~::sta!f~. s:presen.t "wo~tb.,..a.naly::s1S ... in .. ·: - :.~'~ .. "~' 
• c 'ill.... __ ........ _ , . ...,1 .d _ ._ ~.", ; .. ,.J" •• ' ... ''''". '"'" ... ", 10,1 .... _ ... I _ ... 

ehoosing be:t.we~n::;al.terna.ti.ve-: ratemak,1,ng:me.thods--, h,a.a..o.llttle,...:vall1e. ~,_."" 
... _ ~ . ~ ,. --..... '" ~ v ... \. ........... ""r \. ~'..., ...... __ ' ..... ,' , 

Edis'On: states:: tha1:-c the.:: sta.:!.!o a.3ser:ts-~'that.::the:" ra te:payer-: d1seo,un"t t., rate r' 
\,.... -.... . ... - ... -

1:s:gr e:a:te,r~-tha.n:::' :t·ne.:; :u.tility.: ;ra t.e: -o!s ~~:t,ur:n -c:: I;f: .. :th.is.:,w~;r~-: ~ r~e~, =:- ::~~ •. ;':: ~ 
ratepayers vould arguably prefer a rate:.aking metho~o:tha.:t:~e~~.t'~':.all:;,: . .' 
reveri.u.e~ -'tmt:'il.· :the.:: ,end..-.o:!-::.th-e;a.sse.t::- li~-e:' r.es)ll:t:i'n& i.t.l":.a;: gr.(>~$ su.bsidy 

of' pr;esell.'t: rate:pay.:ers ',oy: ',!ut.ur-e ,r:a:te'pay~e:;$-r. ~ Conv.ersel.y:;' . .i!..;the.- ... _ l''';''' 
... '" - - -t-~ '- ........ ""'.. ".... ..~. \ .. , .... _ .... """ ,",'.' A ';".,.;.,~ 

=a te.pa7eT".' :d i"S¢,oun. t~ :.13: -leSS'; :~ha.n: ;tb.~:: .u, t.1:l,1 ty .... ,::' ate...o! ,r-etu:n., ~ ,0 ne~ ,Would" 
... ,_, .... , ,.:,.,""'''''- ........ lw' __ "'_'w .~"' ... I. ';.,,'1 

eone-l.ude,: '~rom~:a :ll'::e:s~n~tc' ·:wo.rth;·,analys1s.: tha.t, .ra.te,pa.y,e.r~ ... w.o,ul.d .p::~e::~ ,a,.. 
, ,.. ........ I •• _ .' '. _ .............. - ....... _ •• ""'.... • _ "'" ~ _ .. '., ' .... _.. h .. "'.'" - '~i~ _ ........ 

::'a.'temaldng :;le-th~~ ·tha:t ,,p-l-:aoe:a.:: ~l~: .r.e.y.:en~:~s:~.:t .~1;~~.,b~~i:.~.:~; :~ ':'; ~':. 

Ed1$on argtles that s'ta!!' $ present .wo.r.:th ..anal.ys1s- ,is ~ "''' " _ ~ ~ 
~ ......... ,,.. .......... ~ - +" _... • fl·· ... 1r" __ ~ .... ,. ........... _ ..... 

methoC:ologic.al:l-y :fault1;,~b.eeaus.~~i.~~ s.~~s~an~:i~~ly::.;~U:t'~~~.:~t.a~'the 

val ue ':of : SONGS .2:&: :;: '.:-"oy: ,:a=bi.. t;:a:r.i'J:y ~:!ail:i,:l&; ":~ ~l:l~,c~:t.:e,~ :a:."'l:.Y'-~~~~~;~ 
, . , 

val ue ;:tc 2S0NGS..2 ::&' :.;. u:lti:r. 1::994 ~and: :1;.3:e:Q. :-an: :'1n.a.~p;::,0:p:::i~~1'y ~A~~ ~.:: -: .":. -: 
diseot=lt' :Iat~ ....to· ,.:-3ub-3:-tant:ialllj unde'=sta-:.e. ,the, 'Value.~, ..!u.tu::.e,c.oz.~, ., 

... ... .,. ... .... _. •• • ., ..." .. ~ ~, ~ 01 ___ wi ' .. ~ ... ~, ...,.' ' ..... ..:...... .. -::. _ ............ ,'. J 

the!"eoy skew±ng.-th-e-·;o:.",,:¢rall :::~s.u1 t;::~~: t:he;,:?::;~sen.~:;v~~e .a~~~~~:;:::;.:::: 

downward. :Sdison 'belie.Y'~~,:.t.~t ~h~, 1~ P,~=c;~;~~~~~v~. ?~.}:~ip ::t?':'~~:G~Y' 
the eta!! is ~ar:b1,t:::'a.::,y :,an4 :,wi~hou t an:;: ~:e2$o::.ao;le ~"o.asis. _co::.pa:ec. ::,to 

, - .. -. ..... - ___ 04 ./ :.-;.~,~~..:....--:~:--::...:.... - .... ,,., ~ ... .':.:.~ " .. 

the ::,ese:-ve margin criteria used 'by the Co:::ission !.:;':::l'~t..-: .~' . 

. proceedings, '~wh,1ch a,:e :.1~~5: :iti-::tes:t:o;~~:~ t::1:1e;~ gt-:~.3:-;:~~<:tli~l:!.::~ va.:.~e 
used ~""o;Y: the' s,ta.!f':.:<Edis:(>n :.also. ,:a.::g.l~s;:-~hat.~:,~h.e ',t,1.-'O.erce.."l."t·"disco,~t ' .. ,.. 

•• .... -' .... "., -- 1. ... ) .... _--.. • ..- " ..... ,.. ....... _.1. ~, .... / 

rate u$ei!-:b:y;::~r.e :-sta~!.;:ts-:i:la~pro,ri3.t,e: a..":.d;:unr,~3Sona.~~y ,:;~~g;-:~!.;~e { -:: 
i t~is s"oased :"en~i'~elJ:,o:1 :a.."l·~rn:vest,o~':~ v1:e·N:po,in.t, :,and., n..<~,t <:,.O::l. ~:,:.: -::;-:~...: 

:-atepayer. !"$:""V1ewpoin~. :-: ;Ecison '~s. '::·"",i.-tne$$ ,:.~D.:: •. .:=R~ll.~, .,,:~e3t~~~4-,;:t.~t ., :.: ~ 
the :-a tepayers ..:'Oay,ing;' ~or: ,~S3.n ,,;Ono:Z:-e ,"are, ~no,t ,eo.r~=-on ted ~,wi t:. .. 3.!l _, _ , .. _ .. _ 

~ - ,,. ... ~ •.. -- , .... ,,' .,.... ,';'-"" - ./.,.; "';'" _ .. ..,,(-)., ;';"","~_"'~.'P'_:';"" ".'. 

inves~en.t ,~p:-~ble:1~',;,·but:·a.:c;.uest~on '.0:; hQ~ :::l.ue~,.",::.::~:;~~y;~r~:-.~ho~S::-~~Y: ': 
noW' t~,:~av.oid::.ha.Vi,n.g~to .. :paY:,;~.,,:t;n~;::~3:~,; ~~~~t ::~;:;~.1!~.::f~-;u~~_.~~,,;, :~::";'::; 
insurance probleI:l}~ ... The :f'u."ld~ental .. di!ferenee ,.is -:!:.a~ -the _:a~e"aie~ 

- .... . • • ~... -.~. • ...... - • ...~ .~. I·' ,,/ ... ___ ........... ,.' _( .... ,_ • ., ..... ,_ .,.. '~ ... 

'hM a easb. .. out!lov; :eithe~,.·now"or itl.,:t.he ,~t::~~::,e ,.~· .. hile,.a: ... 1n"lesto= ~.~ ~ 
• • ." -. '" • .,>;.~. -'. ..~.,. # ./... _.J..I ..... _~" ~ ... • J _, ~ ,,., ......... _ ..... ' ..... 

has a eashr;ou:t!loY',now:a."ld,:a.,:cas=-- in..'""low-in-.,ther:,:utu,=e ..... -Ass=!.ng,,;~!:.e 
, ...." ,~ .. . ...... - - ...... -., .... -- ......... ., ..... , ~' -" , ..... -

co n.t i,nua.-t 1 on':. of :.re gulation , :: the ~":.::3. ~e:?aye.:: :: ha..s ~l:?-~ ::-~ 9±~g?-:;;~n:: ~~'': ~~'::: . 
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.. '"'- ..... ,~.r.:,': ... """","'~·~,....r . ..,.,... "6"~ ... "'''''' ., _ 
a. payment.:::.e,1.tl:l,.e.r -no.W-.o.r.·:;' ~n'~ the . .::.fu..t~e+~".i.he.r.. eas .;,;;:.:t.h~3}!.i.e_s!.<?! can 

,,'., • '. " ..... .. ~. ..' .... ~ h • • ,. I ... ~., f" 

avoid 'the~tra.n.sa.ctiotl" ellti:"el:rr~~ '::~hese":tu.naamental2·~·1!',!erenees a:-e 
very . iin~ortant~ to: th~ eho;i~;" ¢:t.ar .. :· ..a.pl>rop ri·a..t;e.~.~ dise.ou.n.'t~, -r.a:te' ,~,;;~.:;:;: ::.: :: 
e.ecording:'to~:Dr:·:Roll;:::':The~us.et:o!::.3.-;diseo·tIJl.td"r:a.t.e;:"ap~ropria:te-.:;!¢"::~ 

1nvest~en't-:: ;Problem::: l:ea.d~: to- .!!o·nseni:1·eal.~ .conclnsi:onss·:-/lhe:n.~.'8:.9:p-~i.~,J·~ :ra.~ 
t·..... ~ ...... , i'·,·. ";':-to~" ,1:.,J~,.""" .... _ ~ ··",· ... - .... ,'to#· ... ·- 1"', -,",."'t":.;.c_ .. ." 'I'~I!t; ..... ,.r",.... ~ ~~tr'''· ..... _1''"''",··'.". - ..... ~. ra e-pe.yer~·s· ... 0.81 .... n ..... ' "'- -.: ..•... ~.- ......... '·r •• -- •.• \..~ '~_ ... ~ ...... :"r:, _ ....... ~." .;..:: ,) .... '::~_ .• 

. (: .... ~~:;:::; s1)f';:· Rol:J.~, t'es,t:1·t1:.ed~ tha.~~ ~e:a.'p:':Ol'r'i~~~.e.i:.seou.n:::-:r.3:t~,~'O:-I~-: 

the rat({pai~ prob-!"em::1("~ less'; 'thaJ!:::tlle '!,'i;$'k~:,ee ':"atc':;.:: s:Ee: s:t:3;tee:::: "::: 

. tn3:~: ''the:: 'yi &1~c:S:- ''0:1 ·l~ng: ... t'"er:t· ·gover nm:en 't-': ·'b:Ond:~:a..r e-: .:the:: .:b:esl;:, :p::ljx::r~ ~!: ~t:: 
.' .. ~ \ long.:.tenn rtsk'~re·e:·:ra~e:· a.vaflab-l.e~ .. ane:;·wou'!'e:~··'!"e':p~r·es:e·n:t :t~)~1= ::c ~ 

diseotmt~~ ~rite-: ;tha:t=:, ~"'ciul~ 'iie :a.ppr·opr'iat.e:: ~·(fr:!tb:e ·::-..a.tepaye:::;:·:.s!.:""tUat·.1::olr.:.-; 
Under eurrent m.a.::<:et eonci tions, Dr. Roll eoncluded; that .a;i~;j.O: pe'r~n:t;, 

........... ., f~; ",;. #' .... ,. ," ~ '" (" + "k... fIo.. ~ (" ... \ .... I"i' , {',.' .. r ..... ,,,, ,.I. "'''; _ ... ' "......... n .... ':1 .. ~ 
nomi~ ·:-a.te--1:s-~the 'UPpe':' • ... ana;;.·~~ " --,,: ... ~;"' .. ":;;-i~": •. ",; • ..:.:. 

t •• :: ~'):s~ "we:- ~e:fs"C-J.S~:· :earri'"-e:~·~:: !'d:1se·n,';·s:tates" .:th3..'t ~{b'y~CISi:ng::,o:l:e':- ~~:: 

• • 

S a.:;e- ~s~! '1:letllod"~ :·",bi:(:h r:.p.r oduc:e'$' '.:a "·S:1.::.:$ ':'b·1:~l."io n: ::.eeolloJ:ii e: :toss ';to ~:~' :...: .,' 

ra:tepaye:rs ":.f.rom:· j,'t'h:~-~:"a:tron !:ot'~':'SONGS ':2:":~& '5 .:and: s".abs-ti t,~t'i.Il8.c.an~.;. :'::'; 

appio~iiafe-' :",~ae1. tj" .:vai u-e: :"aric!' :tb~ ·-"J.se: o·!~:a;· ~r.:.o: Lp·e::-.een t ::-a'te::pay.~ :, ~ :::. ~ ~. • 

diseount: -:rat"e:, !:,t·~ "ne't~ ,,:~'Cirii:Jm--r¢ i:053 :w6uIc. :'b.e: -:eo'a;ve-.;ted.r:tor'~a:n "~:: I .. -: ': .:::-

- ~ • .: :, •••• ,., ", ..., - , ... " ."... ,. Jo '. " - r ••. r -' ..... "'" ~ , ... - . '¥ ~.. ,.j '" ""'-t. ......' ~ - • 

ee'onom·te . "c'e:ne!i t 'to' '-~a:te~ayet"·s. O"! $1 '~'7 ::Oil.l.!:On·~::-: - ';:':: :::, ~;~ .. ),:.. • ~ ':L,'n" :;.':'':: " 

:-:::6 ':/::·':C:=''''''.:.:~.t~~ ::"o4"r ~t·-':6.,;s~'"t-".b.~':··";:'n' o:"::a;~-"'''';'''''''''''#;·~·D'''''VAt·~·o·.:r .,,', ..... /'. - - ,',':-•. .. ... tI~. ... • ..-9 rrv:."W\,;-.., • ...., •. ~~\I"-.;::;-... ~ ... _.~ .... ,,~ .... ~ ,-, ... , ..... ""'- ................ .. 

'.: _.' ":':Ediion ::'oe-l'fe""es tl'i~ ~·~u.rida:lI:eri·ta.1.' :-:e21 t'e:-ta: :t!l.:tb'e. seJ:eet-i·on": ':-. ~ 

o'! :-i~ra ..;eca.kin~ "::i:eth'Od "·.n:tlli"ri: ·:-the'':'f:''3l:le··/l6rk ,~.tj.'£. ':re"gi:.lat:o~ la-/l s,llo~d:.:.: 
be r: to ~:?:-ov.icje -.:1,):- ·~a :·:e:ont:fnued: 3;C:eqt:at~ ::a.-ne: ~re:J:iabl:.e ::;,sll'PPl,xc'o!c; :":.: .~. t .':-; 

e lectr iea! rrfrier'gy a:~·;·:t:f~ .:!o~es-;, :przc~:tea:lly ."'scb:±ev:;abJ:e :-t.o-ta.l :eost _ -:0.: 

th.e:-rate~a~er: ;:':'~his ":r~uZies '~~a."l::'.8Jlal ~sts'::o~;;the·:"e't~e:C't.:~;;:tb.e·;~ ;,~,: ~.: J! 'v ,. J'- _ -# .... 

ratema.ki'Ilg:: ae'ti6n :;On·:f\ituie'·:eo'$~t·s;· '::?r;t:ncl'·pa1.ly<~the' .:tr.t!l!.;ty',:s~cost o!::

ea;p£tai~:: '-:Th~ ,,:rat·eI:l:iklr:.g :.:ae:tt¢r{ :"ust -:prov1'~e~::th& :u.ttl:!':ty,:Wi tho ";'a.n::; 'c:.'; ::.':' 
" ~" .' . . 

oppo r~....ni tl:"'to' ::latn tiin ::-£t's ':f!narici!aI ,":1;n t.egr~:t..-:y;' -: e=~d r~:;'stan<I,~ng; a:.d 
... >., .,,, ~." ..... ( .. .., ,. -.... ..... ". "., ., ',. .' >~ , _ 1" •• ~. ;.. ...... .... ........ , ",. • 

ab1-l::1:·ty .. -to -'attract capital.;' -It .,the· :tnv~$-::O'r peree1 ",es .. tha:t a::>~::;':.;'··'~.A:;, 

Com.m£ssfon :aetion·'tends '~t6'':' inc:-'ease the '·;level:::ot'::"ris]:,:o.:;,:an!";~;::; £ ~~::;::' 
","; - ...... ;. ""' .... ' ... ' ,., - .. '-" ,.... . t., . ...... l pp.' 

investment·;>·the·c·!:l.t~:,e') eost;' o!::eapi tal:"wiIl"::lncreas'e~- :':Uisorl-:::' .~'; c~-;:.:: 
..... ,"1- .... _ fOof. ~ .. , : •• , '. '''~:.,,:' ", . 

'\"Ie ""1·"6$ tho t· "'do .. ~. 0'''' ';~t1~""J"- ,'" ·"e-a. s··· .... s ... ...;··,. ... " .. .,·~6.,"e' .. ,..'" ". "''''e;.. J:' re.... ........ a·c .... · p ...... 00. ..... · ... w · ........ _.l. .. 'i'la... .. ~w.i,I ..... _v..:d...I..-v. __ c~..,.n.:.. ... _ .... ~ .•. 
f'J.ture eosto! eapital. . 
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•• I ~ ... :', ','" .' '., "', ,., ." .. ',... • ,.-....'... • ,... .. ... .-

- ~ '·Current"'investors invest'ed':t'b:rll" ':none:r-:1n Ec:i;son(w1th ~"t~ (. ',':: 

expe'ctit!:<ni o~ :'.'reeei~i£ng :::eonve:ritl=6nat' rate:ak,fng ':'treatm:erit: !,6r'~':SON'~S>~~ 
" ... ,r ,~ ..... _ ~... • ..... -.o' ... _ •. "'... ... ~ ... ,. '.... ~. ". ,..·r ..... ' .'" ....' .,. • 

2 & ; ~' .. ~ ~l:ere 'was "no 'prior,-i;nd'icat'1ont:rom,~the' ..:Comm!SS':tCIn ,:-th3:t:-the:".e':~ :':, 
woUl:d ':b'e any~:e:evfa.t'fon :-'!r~om ~·c---OriVe.*·1¢ria.I):'~a.'tec~~rig: ~t:!:l.~; pr'f:Or: -to':".'(' 
or during~:the '/eitended/c:onstruct~'on;"period~: ::":'W1l1!e::'"investors::'d:o Z:a~'7'~ , 

:: J~ - p.. '\ ~. .... 1"'. ," , ........... '\ _ ... .,.. ", ~ _ • ""' ... ,..'" t",..; ...... ,. _ r." ~ ... , ... -... .. , "... ...._..', .. r _ """. .. . ..... , '." t- -. ,'-,... ...-

expect sta.~i'e ~'re~ation;' "TIm '·wottld' -be' .. z: t:r3;jor"":'egoolla.t'o=7 ~Ch3.ng&" .. <..-.- -' • 
.. ,,.... -r.'· ......... - ....... ..., .. ,.,//11"1., •. ot ... " .............. ".\._ .... :' .. , .. "" .', .... 'c .,' •• ",.; "rh •• oI>l"\"'C', ' ' ''', I~ 

applied' ·on·'a,n a:.!ter-the-fact-ba.s1:s ;:-·;'Inve3tor3'~a.re-:'no'W·'ur..certaf:l.!:as ; :":. 
to whe~ :·the:::·11ive;t=.'en~':-In SONGS:'Z &',":;~ ~f:be-~;tnel-=:d~d';';£n=-rit'e ':-Sase;~':';: 
arid :: ~i8~ed :: to:? ea~n:-a ~l tali easo:2;;tilrn::: SSCOtUd. '::'the :;rUle Sbe ~eh~ged' '::; :. 
no·i; ::tnve'stors :YiJ:l' ~·~er~e.i ve'~:a r1:r.lbs'tarit'fa!'~:l'fketi~o'OC:~:tfia"t €the -=:"".lIes2:'S, 

co~d be changed again when the deferred reven~esb~eome due. ·~~ll· 
further arguesf.that bond ra,tir,gs cannot be :laintained inde!'in!::el,7 on 

..-" ..... ' .... '. __ otI, .... 1" ..... ,""", ... ~7 . 

expecta:t io:ris:-a.l¢.ne a.:ld-~ha.t-Mo¢C;y..!:$.'-.;anc....S:t.ane.ard and, Poor's a.re 
_ .. :" .: • '" ..... ~~ ':..0" ,"~ :.:. ~~. ~ :) 1,,' "'t /'~ -:' ': : • '.; --: .:; :: I.:-.~ ~'*". ' 

waiting to:::-evaJ;:;;a.te th~::Cc='±S3ion':;s:cc:e,c:tslo:l. in' th.is :::p~~~edino. 
,- _.. ------
In addition, investors per.eeive a greater r~gJlatory risk 

.." .'''.... "\~. ~Io ... ·,c, • .... ~ '~;''''';''"'_::'':~''':'' ;:0 .-"';'.:_::;':, 
for :Edison as a result ot the MAAC ";)roeeedi::gs ~h.ich resulted .1n",the • ~~0~~:~_,=2~~ 

adoption of a 'XC?, the de:-erral of reven~e$, and. the eonsidera.:tlon of 
, ~'I ; .... : ... ~ :', !.It·'.~ Q...... , 

3.1 ternati ve. r,atet:laking. __ !nv.estors al.so 'Oercei ve an inerease in. risk 
,,.~-: .. ::... ;<:~' ... '::'.+' :':I'~~." " ":;:"::4'o\_~i':;r.:::.", 

du.e'to asse-:.concentrat1on .... 'O'nder conyer.tional'ratetlak1!'lg,th~ level 
./ .. I ..... 1 • I.. .. ~ ~. ~ ):,- .• .::- .:r....c _ 1"'.\ ...... -; .... r~ -

of asset concentra~ion declines rapidly. Eowever, ~de~ :RB; SONGS 2 
,.. ... "0 r ~ .... _.....+ ," -,.... 

&: ; ·~o~d continue to represent a c.aj 0:: :portion of Ed 1 s'on 's"a.ssets : 
- '; • ~ ,i:.... .~) _. !': C ... a ~ .l: -: .~ "ft., ~"-:": 

'for the first 20 years ,of their lives. Th~, investors would r: ~!J' ~ , h .. ,~ ... : 6.~ "'" -... - ... ':",' ,.\...... ". .. < l*"'I", IIr ,... p' - (" _ .. ." -.' ". '"', ,.. .. •• j /'I'll ...,.-.. ..... ~ "..... .- ,.... ..... ........ ~ ('"-'-

pe'~cei~~:_ '~~~~ c?~~~!l;~~1~~' ~~~' ~~,~~~·~+.~t~l >~,~:\~~e~';' c~~~~~~:~ti~~:~ ~"~-, 
._ ......... ~ ',,_' ~ ...... " .. j .... .... " .• , ... _'- \0', •. __ ....... _,... ......... ~ ..... ,.,." .. .,t_ ..... 0#'-.1.,,'1' ........ ", ... 1 _ ..... ' ................ , ~ ••• ' .. 

a:Linc.rease in, risk. ~ " " 
::'..:~ ;.::,- ~:~;.~.~.::..: ':~,,~~:: ~".:: ... :(';~, .. :"' .. ;:~:' ~.::C:~~':"W.I; :-:,,-:;~'.-:t.:/~·'"-::: ::;5J.:~~ ':;::::' ~''''/: .~:.;:.:.~:: 

" __ ~E4:.s~n_~~~t~,:;> _th.a~ -~9~ :~_~o;g",.-;~;~, ,~~ ~ h~ "o~~n .. ~~l~_,~~.... .. ~ 
....... _J .. , .... ~ ...... ' "",_ .... ' ... ,'''_ 1t.'"_4r''' .. ~I ......... _ ........... 4'1· ~ ___ •• ., •. _ .... , ... _ "I ..... _JIo,I •• I, .. ' .... .,._ .. _." Ie" 

tlai.c.tain its d,ottb'le A 'bone. !"ating oecao.se the !"ating a.gencies a.",d' 
;.;. ,v I ',;' " • .. .... .:."'"..'1'"'< , .... ~/I~ \ ~ C. -. ", £' ~ tI", ...... (' "" _ •.• ,.., "", • ~./ ,. ~ ," 10 .. " ll'l ... ,.., ,.., .,.""...,. :, ,.. ....... 

i!lvestors" have ~been'" ex~ecti:ig .a=s~bsta.ntia.i"i=pr:oveSent;;! :t'ii-:'Zdiso:{t ~t /~. 
;.~, ._' ~_,' '~ ... ~ :;, :: ... :: ... : .. ; :.: ; ... : • "' _ .".' ~ J .,., ::... -.":: :', • \,: ... -.: '. :.,. • .:.: ~~' .. ~. ::. :.;, .. " ,.I~ ...... :.: 4~" .:\~;.:~. ~;:~:; ~~ -: ;.:~ ~,-: ':'" ~ :- ~ 

:'iIlanc1al eor.C;,iti.on .. o~c,~~ONg.S.,? & ~ 'b~~o~e, o:per,a.tional. Ado:9tion o~ 
T?~ does .c.o::,"P;oVid.~j">th~/'Su.bsta;~i~1(£i~~6v~~e~~~i~ ~~~;:"!io~;;;'~, e~.:· ::~ 

''f\: _ ~,,:.~: .:: ::. : .. :: .... ,;. :.: ~:~ .... ,:; .:'.:,~ :::~. ;:; ,;..>,.~ ':."'.: ::;;:; :::" :'~ .... ,_ .:, • ,": :, _ aO. _ _ w:: : ~of'~.~ •• ;~..,. '~Y:: "O'~.j ;.:; ~ x, :'. ~ :::- :' ~:~ 
neeessa.:-y- !or Edison to :.a.i~tain i ~s AA !"ati!lgs, .t!:.ere~o:-e, sueh:" ~ . 

, "',' . -~ .~, ..... " "'.' -~ ~ ~ .. T., ..... ", ,.~.. ..... .... """r .. ,.,,_ I" .' l"\.'" "',r, ... ~ J-f"'" : 

:-atemaxi~g t!"ea.t::ent j eopa.rdizes~ ~~e" co:p~y;s·'credi t "~3.iing·~a.na~· . "".:'-
:::: '::'" ..... ;...' _ ~j:-: :.::' r. :·~.t:" , ... .:..::.:.' __ }~::.s .": .:. :';J ~:.. ':.:~ ~ .-; ;,,, :',:-' ' ... ~};.~.~ ":, ;:..:. :~ "-:\;:' ,~ ~t:'" . 

:lltic.a~elj, cause l::.ighe:- costs to ratepa:re!"s. 3.e.sed.'on the st~!'s 
~~."" __ ~';'.;. 'I' .,: '.:::.i.'~~::~ I ... ~.; ~ ",1~:::'-,,;:-:;~~ .... :._ I~.' •.• ! ... :-:'".. ~~~:::;~~~':'.',.~':.: ::~~,:.:; ;~:.;"~","", c.,,~: :,,_,,;.-.'": 

analysis, the eash af~er. tax lnterest eoverage is ";)!"ojected. to '~' 
1~'4,:: ;':,';';:; .. '~~; ~;:',.!:"'''_(,'~:'. .. ::~.:'.: .. ~ ::' ':'""":-,,,:', .:.:' .. :~~~~-:'~" ::.r.:.; .... I0.;...~:' ... ~~,.:~:;";.~.:'''~:...:, ;';'~::-)~,,::)~~, :!:" • 
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aver.a.se ::1·~'.a.'3 r:t.i.mes tor ·,:th~:: 1984~ f:,p~:t:i.~! ,:~l;~~ (A~,;:3. ;~~~~1 ble 

imF.oxe.me:n;t:, ::ela:t;i,Y;e: ~t~,.,":~b..e:,=!,;.-:7:9; ~~_S:: :.e~v:e~a.g~:,.'~~:;~~~ ~i.:::.g :~J::~-:. 
ex-:r:eme 17 ~~¢i~!;1cul:t :pe::1 od: ::ot; c ~.9.7~2·~, ~:; .::Ld:1s~X; ~.,~~r-;~~H~:::.~ gt;~~ :,t~t :I. :. 

~ ~ 

even,:i~~y"O:U: ~~~: ~:o,::.=:th.e!;;s~Et.:~o~ .~~:~.~r;:: :;~~t ::-;~,~~~:sa~e ~~r ;;!~~, .. , 
197~2 ~:pe::1od :~',for. ::t~e: ..:~t:a.!!:~ ~g;~up':,~~ '.;~<?~e.~~:A :;~~;;; ~"~)e~::~r;:: ,: ~.~ =- -;: 

rea.so~~~, ;,.P}"~~~,~~, .:~~.r.,+e;~e.~ ;,~e~~i~~; :~7 2:r:~~~~~~~~~e:s=-~~.~; ~~~:r.~. 
Ed1s:o:n!:spca.sh,,;i,nterest ,;cove:s.ge ,.-ane. ~.qua.l.i,ty. :,o~,\ea.r:.ings, will.)'lo}: ; b-e"", 

· ,~ ....... ... - -~,"'. -.... ~ ... - ... ~ ... , "." ,< ........ '.) .. ~~.~ .... ..... v -,. ~J", _ ........ _~, ' .......... _ .• .1 __ '.( ........... 

adeq:l3.-:'e .. t.o ~tJ.S.int3.iJ::. ~a. -,doub·le- 'A, bo-nd. r,at;1,ng,.'- ,.!he, ...!ollow.ing(1 table ~', , -;., 
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show:s"2;Ed1son~;ss;:~~0;~~d;;;;:~-;f~s ~~:;~!,~;;8~g~. ~~~!.e=t~~L~~a.~~O!9~g::..:1.:9~:; 
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. Recoraea " Proj ec-:ec. - -'., Recor~ed .. ~ .", c ~ ,. 
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. :;:';:r',~",~ -::'-:::,'" ::;j: ..... :~~~ . ,":':':,.-:'~' • "::j,~I\."' .... " .. ~ ' ......... :::. :,~" t'~:,,':,-."'," ':-: .. ":>::!--::,'; -:. ,..:: ,::, .. ; 
~h.e loss of Edison 's dou."ole A rating could :-esul~', i.:l ·~'b.e 10::.g :OWl in 

;'" .. ...:,:. :':r~J,:;~" ": ~ ~: .. j :~_- ... ~; ~ :,:"".:,": ":'".,:.~, '::.:) .: I", >,/I:'.l_ .• :"':t .:;', ."", ~.: ,"" .. "'~' -:'." .-/ ':"::_'."" ;'~' "'!:--:;<o "", ".,.- r,' ~ ~ .: .. _._ 1_ ,... 

an annual increase in reve:r:u.e rec:,".lire:lent oi appr,oxi,:ately- $20: 2- . " ... ~ 
.'.... :... f" ~ ~+I ..... j 1" :. f/'t' ,", ,_.; ..... t 

of , .. 4' ., '" JI -... • H "'" .; JI 4' ..,.;'" .f " • -- . .,- """.:)"!!" " :l._.:. ... on .0:: t ... e ~eo.., cocponent .... t_ou.t cons ... ~er .ng t .• e ... :lpa.e .. 0... _ .. ~ 

on co~o; -~~1J.itY; ';;Edi~on' i~rth~;~cl~i;~':th~t:'~~e~c~~t;:ci~-66c:on 
,,,,,.,,,~. , ...... -•• 11'\"'"'1, •.•. 1"" __ ." l'_"._ 1·.,w,·''''T ...... '~.:.,r',\ ••. ".: ...... ,',.....,,.."'" " ....... ,....' • ~ ",..'./,,,.;:" ~ _:, ~,,... .. "', ... ,... 

eql:.i ty';" eons1derin'g··· 0:111 the i~'c":-eaSe< in'ex:posilre" ~o- inna:t'ior.'''ane:~ .'.'-
,::~ • , f" "','" • ., ,'" ..... .... ,'," "'. Ii" • - ,', - ,. •. ", ... ~' •• " .... ' ." •• ,.. - I'" .:. 'I" "," .... I'W ,.'. 04"1 ~ of;·, 'I ~ .... .•• ~,,,, ,.. - "" t' • "". ' 

inter~st - rite ~ risk;" y!11'''inc:eiiSe ~by"76·basiS'~?oir..ts ~ or an""inc:-ease'··· 
-..:. .. ~ .';::,:"7~r:::.'/~ , ':"~':""':"'" ~.rT.: ~!~:'" ... ~~;,;""'7: II'\r:~'-: C :>, ~'. :~~r~;~:-;.' . -I~(.' .~.-.-:. - l'~' ,..,:),.., "'1',,:, r. _.~.'" .. " 

in the net present val~e' o! !u~~re costs to ra.te'paye:os" of:- - -"_.,,, ." .. 0, - • 

·-.• r<"':.· ... '""r'~ .... ,' OO+~#'I'./"':("'.''''''.'""'''' --, .... ~ .... ,.,.. ...... ,.,:., ."',(-.'-,, ",~,'~ .. I'''''_I''<I -,,.. ...... "f':,#I,;" :"";: ..... 

approximatell S545 mi1liori.' ~:Ed!sori"6oritienes 'tb.a:: tne' sta.!t''''·totallj-'·· 
> .... ~;;,.::: oi '-'~':'-:.<.::"'\-' .. :::- ~.:~:.;"": .. :":." __ ~~'''~'' :~~.~ ~;.!-: ..... ~ ;.,.."" ,f'-"':" ~,...--:" .. ', ~·rz .... ,....,-.. "'''-f'''.~''~:''..' ('~' 

ignored the· i:l'oact ,ot th'is cost in its' 3:.3.11s'1S:· .' ~ ~ ~.- '- . ~ - '-.~, ...... ,." .. 
':";~~'-~; ~.""-, ~'~:': :,.~::.",::,:, \ .., ... , ..... :~-~-::~\ .~ ..... :~ ... :I·l=....:.:·:,,~.~,:}f:..;· ~;~';,: .. ::~',}·~J~I'7- ;;,.::.~;,..'..i.~.=.~:.-:--:.I'-, 

. .. . ~C:ison arg".les that the st~!' s analJsis and concl;sior..s, 
::. ; .:'" ~' •• :". :~. /" -:,~, ~ ':: ~~.j ~~~;~':: •• ,? ': I.~.' "/',~::- ,:,':;- ~ .. ,:,. :.:-' ,po. 7'";: ::'::' .'; tI:-. ;:.., ,,::: ~ ..... ;~ '.~:: .. "...:.,'\ -;: ~ - ;. ~ '" .:... 

that TR:B ·,.,ot:.ld. ~ee;p in",esto:"3 · .. hole is i!l.3.ppropria";e· s~ir..c·e i t 're'J.~ies-
~ - " .. "." ,..J .• ".... .... -- '!"~, ,.-,- 'j"'4"',"" ........ ',::.J". ~~~- "" ~ I - .... ,\ .... "' ... ,"" ~ ..... ~,... r.,..t- '''')0 '" '""t .... -," _ I', 

on projected' ~~nanc!ai~ :-at'ios . which; "in" iir..a·" o! ~ ~heIiiselves '~." ca.r.:i<it~oe·";' 

.~ t· 

30 

•• 

• 



• A .. 82-02-4-0 et a.l. 

""e· 

• 

• 

used as a. ba.siz:.'!o:r ,eonel'uding::,::ha.:t';,1',r~sen:t:--1l:ly~s:t.9:~~~11 not 'be 
-' ... , I - ",", ."... " ~k t', " ...... r:' r'" ,..,' "..... ..-'" _ '. "",.,'" - _ .•. 

affected "7 '!~' and"-''tha t- the'" cost- IO! eapi tal··rllI -: not":be 
:',~*", ~''2.~j:~.:~ i.~.,~: ~:-':~.S:'''::'·;'" ... -:'~~*"I .. ~' .. ~:';~':"'~ ~,:~,"~,~/t-: 

substantially 1ncre.a.se4~. ': .I;l.,ves:~rs::, a~~r,~,~ng. ~~~~.~'!.~:,; are conce:-ned 
.... "', ~ ~ .. (' ~: "',, -. ...-".. - .\.. , . 

wi th the pr03p~ct1ve"; ~1nanc131-hea.l'th: o:r.~·Edi,s:On . .a.."'l.d::-• ...n..ll look at 
. .. "'~ ~ .:.~;: ,.:::~~ ::,/"", ·~i' .... :'~.""," ~'."".- r:: '; :_/H/J ... _-

financial ratios., however, the.i= ... conclusions', will"oe' oaSed on the!.:: 
'~ ... !..>'..t -. ~:,~ ::).">7.' .. ~.' "ro.::..:.:: .=.. ;-. _ • 7':: ~;" =..:.:- 't .. # -; ,.::, ~'·'o .:: :".c::~) =~ .'"":: .,. ~ 

judgement, expe~tat1.~ns:~, and:"ge;c.e'r~l·,:~;',cep:t;i~:n~.~~:t.;~r w!:th the 
.:. ' I-~ .... " I #0-, - ...... ,. ...... I'~';'''''''' ,;., ~ "" ,#0'. ~ ' ... ~~. ,.... _ ,... "'I '" '....... ....... • 

~inancie.l r.a.t.r:o·s~' ."W ",'" --'-;'" _." ---""" -~-" ,.: ,.,,-,_ .. :.:', __ ':lj' 
... ...- .. , _.... :':C'I ~ :- :: ": 'J: ::,.,:. :-.: ;:'.:!:: '):~:: .:: 10': ~ ~ .:: :" :~·.I ;,; .: .. ~~::. 0;'1,:-: ~ .. : ~ 

Edison.: ~~-t'l::er:,,-sta:t-es: t'ha~ t.b.~:,t:.i.na.nc:~ . .r,:90_~~~3 ste.!~ 
......... ~-' -;::-.-r ~ ..... ,,~ ..... ,..., ".- -,...,... .. ,.."., 1 f ~ .... ,. • ~ .......... , .. '", .. ' ..... 

!ocuse$ on ar'e 1'napp'ro'pr'1ate' "to;;-.:. ,:t,he' ~.?,~:lO:w1~g:: ... r~'p,El~;:~ 
...... _ .... ",*',-1' _._ .... v_ .~ .... v _,,; .. r..,1 ;'A! ....... _~ • ..,;. 

1. Staff reports total earning3 '!5Jr eocmon 
equi ty rather than retil:'£o:~COD¢n-'" !~d.::.tjl..~.:~ 

~ ;' .. :'" :: ",~ . ' ... ' ~....""J "~~ • ..,.,~ sharo '~Q. ......... ...c,-. ... .t-""''''' ~.' Q .y~ .. :)~.t': .. ',::: .... ~ .:"".",:~-;; 8~·:·:;!'~~': .. :.:i.~;~;2' 

-:: 4'~.:·'.St.at! coo:paree:its":proj~c.te,d;!inanc.ial:,~t!.os,,.,-, .. -,,. 
to :Edison ':3 b.istorica.'l ratios ane. the -.'" -. ~,' ". -' ,. 
h1stor1'cal.":ratio3 ;:of "a: gr·oup.~'o!::C!¢uol'e 7;"\ -:::: ::' ":~',,:; .. ''', r', '; .,' ~ , 

'> .. ".:. co::panies =, ;::~ ::Com.pa:r:ison O:r,r ratio .. ::0,. ,depr,ess,ed . 
' ... " .. histo-rical ,::a-:103 "is ina~;rOp~13:te~' - ." v" "I", 

-, .......... "' ... ~...... .. 7+ t·.;~\~,· .'~ ~.~_ "::;.. .. ':'."": .:, "'::. .. ..( -: : -::-,"~;,.: .. -::::~.;. "Jr:~-~"'(''''.''',J, ........... .,.. .', ... , f •• :--

, . Edison arg:.l.es tha.t investors Will :lot 'ce :ac.e··,ihole-i:i:l.C:er···' 
," .. :.. .• ~._ ..... ,~:, .... , ~. : .. (,..': :. r;., __ ' - A,- -I"" __ .. ', - "_.~.'. ~ _.~ .... / ......... ,._. ~." ..... , ........ ~ ' .... 

':;G .. a,s"eoro .. tencee._cy: the .sta.~~~-oe.ea,::,se: ~., ' .. , ';,' ,. -, .. ":;'.;,,.-- "'~"-"" ,~.:'.» 
..•• ', .......... " . '~ .. ; ... : ..... /-::-. .....:, ''':''''''':'01 ".', .. '-'.-- - ...... i',. ",- ~.: /,,'" -, .... " ;.. ..... ~.~ ..... : - ,,-, .~.,:. ~ 

". ", .. .1 -. ,,!~, :RE, is,ado~~~d;··"~b.e' =a.~ke~' v3.lue"o£> , ~. '. -. ~.-", 
,".,>" 'Edison's"cocmon"e~~ltY' is::·est'itlatec. ~o::":":': .,:':: .. r:::::: .. '.-

. :~e.ecl1ne::0:7 '-.about ~SS9·.:c:.111ior. -ane. .,theA.::a=ket,. ' .. " ('" --
.. . ,. _. yal ue .. o~ Ed.ison' s "conds and ~:-e~er:"ed s~ock'-' - ~, .. ,-,. 

, " ,. o U'" s' ta.' ~.:f { "":a- OJo' ~,' d' d' e' c' , of ;,., :6,:.:b;"~:, a.·o· o·~·-:: S· ... S°i.' ,'" ,,' .. ~, ". - ,.. '" ,,' .~.. . .". ...~ ..... o"...... .. ....... ~ J WIt W' , wi •• -: ......... , ....... - /_. ..... •. • ...... 

.,,: .. ~ .. I 4 '~~ .... -:- ~' ... ~. millioc. '., ": ;; :_' :. __ <. -: ~:. .... ~ ~ :": :',J :;: ~:. .. -' :"".:'::::" ~:,..:::.: ~':J ~ ~:: ~i :,::. ~ .... :-:': '':;<:~ ::.:.::: 
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A.82-02-40 et ale ALJ!jc ,... : .. \ ... -. 
..... '" \ ......... ,.., ,." ..... ". ,... ..... , , 

..J""'-':: • ..;-...::.:: ... ,~. .., 

;..:; ~ '<'" :..:. a:6cotmt~; !o-r': th:is;; 'd'1'f~~:r~nee:~ d:o.es:; no'.t '$0'1 ve~ ~;,:~:' .:~'::';' ;,: '.' ~_,~' 
th1s~,problem,,..si~ce f':inanc1ngs~a:e,.,:::.ade .. a.:t- ....... ' ; __ .~ '.'., 

_ ra.tes which incorpora.te" the expectec. _.J -.. -.~ .- -':, -,~ .• -_.-

, 1n...~3.~-f01l.~-· .... '!~e-up:' o~ 'one·' hal! o,t:. :the-: ::::.. '>~ ,:~-:, - :,' :,';.::- -~ :::, : 
equa t~:o.n,-: ,:th~'~ :as-oet~:n.'"1:t.e-~p:: ~,i.~,e ~ ~o,~~ ~ ,~g:t':" - -: ~ -' r '":- •. '-,. 
t%".le-1l:P. the ..... hol't eqt1ation. - ,.-. " .. '" '" -,-

" ~~.,::.':'" ~~:.:. ;".~.:.': :~ .. '"':~_ ~~,;~l '":,""''::'::- R' ·'1·\""" .... ' I'/"rl" ... .,L·.' .• .,;~.~.· ~,,, .,., ... ~_ "" r'" _ .•.•. ' ' ... 

,,' _ ' .. ~.~ _ In c~efia.tiona.ry t1~e~, TR! -~:,. exace':-bate-""'" ~, .. ' .... '., - .
"i-nter~emp¢'ral~eq:U'ity~·p'ro.b:J:ems.:~·c Und:e,r:"::;:~;-I/;::;'::: , ~:; -- :::'-':':'~: ~ 
de-na.tion, sta.!!" would. vri te-down the '",aljle .. _ ~ ," 1"' ~ ."' • 

of th.e asset and if' the asset is wr1 tte'n-"d"o"..-n' ~H"'''''' n,_ .. 

~.: be-l:Ow -th-& :O:rlgina.l:' eos:~ l'ess: :the': ':rea:J.;.!:zed: ::: :. :.;,:: 
c~~¥l're~ia;:~~o.~". t.h:e,~ c.o?1:l?any.~ s. ;p;:o;p~.'::CY ,i)3~ "'~. "'. _ , .. '~ 
being directl:r con!iscated';"~'~' '''-~ .¥.~.J_. _ _ ....• "-,.,----

;;:(=:::'';:' ":~".: ;:".,,~~ .. ~':./:; ') :,~:.',,:;::- ;~.:I .. : ':I'i'~ ~~-: .~"~:,:":-~ 
b. Illlplementa. ... io.n-.ISs::.es..._ ,-- ,~," ~" .' .• - ' .. :- ::_ "' ~ ... . ..,r 

......... "... ,.~t._· ... ~ .. .. ' .. ~,,.... ~, ......... A .. , ,'" .\ 

Edison states that any ra:tecaking '::.e~ho¢:,':o::he acopted 

should be capab:t2e; :'o!: :p'raet~i~ca'l: f=pl-eme:~:t:at1<>n: ~txr...:th.e:::eOnteX::t of' 
: ..... ~),~ ::: ~ ~, :'1 ~ ~~:I ,8 oM,. .:'..:.. .: ~ .: :: ~~' ~ ~~":; :-: ~ :" .... ;'. ,'. ,: .. n.- t- 1')'" ,.','" 

accounting requU~J:l~,n~.", ~~~l.:a~s., ,-3;lld:,;:r:~~~~;r:e~·~~~~,~practiees .. 
~here a.re a numl»r ·~o~'::eomp'l,e~ .:ac~o.t;:n~~~.~i$s~~es;-::;~~~-;~:~ t~t·d:!erred 
cost recovery plans:;: [and :cos:t: ,:'speci,!.tea:11j '.:to'· -::he, :,TR3;:::Lethod. 

;·:I~~_--:-".""'''-o.···· ." -,t;'t-#". ;~f":.-''''''''J''~ ,....,- .... ' ~;.,- ,..,~ :._"..,. ,.",. .... ,,. 

Ae-option o~ ,~'l:.RE';me_tl:oc .. ·,,;o.ule::'~iesw. t:·:tri .::the: ~CO:l:pa.rl3:'::b·e.~ng requiree. to 
:laintain aceO-..ui;rng -;e'¢;';is'~~~i'iirdrici~- :st~,;~~·nt-:S·;.t:liat *'{ould !lot 

r: -:_;: -';'.". ~ t:.",..'..... - -~..... f". "'~ •• - r," t ~"... -: -", .. r _' ~ """" "'" ..... ~ 

incorporate or;::.re!re~.;:t:c.e ~'=at'et!ak!ng ~t.r:e.a.t:le"nt -'g~ye.;.l r'~o' SONGS 2 & 
...................... , ..•• " ...... , ........ )-'_~ ....... O/_ .... _ ........ ·t.v ~·..;_\'""',I' ....... ' .. 

3. ~h1$ ·.lould restiIt =:I;,n':g; ~cr.e~te:",1·o:r.a.ti·on ;:o~i."':*'...he.;eor:.:pa:n.i" S l"inanc1al 

'Oos1 tion aile: ':reporte,d ::resU1. ts :'0-: ::oj)era:;i011 ~:nth::3. quaJ;t:~iedor 
~dve:-se a.uditor~s,>~~¢~::iiig;; ¢~·;d~i';::-t:;_i~i!:;;:':_·~~, 

. • ...... ~ '",,-" ".~ _. J .' ...... ' "'" ...... ,_ ... ,.1_ .. v ... '~"fo. 

, Asset ~·.{ii'te~ilp ~as ·':req;\ii ::ed :1in:Cer :~R3 81's :~?ro:c.!"oi ted -OJ 

Ge:le~a.ll:r .Accepted Ae,d'6.j:ri.t;!ig-::?f:iic£Pl~:; ~6i;:Ai)~':~ :Ee.!s~n' also 2.rg-..:.es 
• ~' ..... ,; Ar :' ..... ~., •• , '".; ~ ., .. -',:: ,_ •• :, -< ~ " ..,.. - ......... - ,. " ,,' • ...., ...... ,.; .,.. .-, " "., .... ~ ".,.. ,.. •• '" ~. ":-

tha.t sitlce asset -·r.ite':'~~ is-no;: -~'--ineurred'" costr:a.sd.:e~1n:ed in 
• 1(' ............. ~ I:_.J ' .... '- , .... ," ~" .,' - ... .,. ,.... ~~ .. ::. ...... j- ""t "" ~,~ #", '-. ~:' --, 

FAS:6 71, it is agai:ls': GAAP to ca:o"it'al!ze ·such . i.:::lo~'ts "on ··tt:e-coo~··-~ 
··'"r. I·~·· ,.. ...... , ·~r, ... '.' ... 1 .... - ~ ...... '...... • ... : .... ___ ~.\,., .,". _~ ..... , "" .. ~ .. 

o"!account.. Edison a~knowledges ~his;:co~~~~;o~ "~~~~~~reig.."t7 ,over 
the esta"olisfu:ent·::o!·-::-etai:l::ra.tes::rlt~in;;tnis·":Co=isSion ~ S 

:'.. ",)':.:'~" "h\- """ .··,· ... 1 ... -.... ''',('Pi :;, r;,.· ... ~':r' ... T '"\' .... ',;:".f~~ I""'r c." "'''''1f 

jurisdiction, b.owever;~"i~::irg;.ie3'~ that caSe~la·~:, has:'co'r.sistently 
.. _ .. ~ ~L" ___ ,_" __ • ., ..... _ ...... . ~'J''' __ '':''.JI,J _",_..,' , 

supported the principle tha.t acco...:.ntin,8 recr.:!recec:ts":p:eseribe<! by 

state reg-.llat-or:r~ comm-1ss ion: a.re-:.'sucordit.a.te::. to::::E'ERC'~a.ceoun.ting 
... ,"'1, - #'-, r •. 1 - " "'" t\ ... , _ ...... ,/.... _,.. *' ... , ~ "" '.. :""_ .. ...._ ,.., 

requ,i:-ecents. - S1n~e.:; P~C"'aceoU:i'ti:lg::::eq~!":e%l:fents: p:.eya,1l,. Edison 
..... p." ..... - .... , lor ',' ......... " A o? _ ""4'-' .... oJ ..... '_jlliP,4. 1ft 

ar g-,les tb.a t., t~.e:e~m':Pan1: :l~J.St~; 'ae.~e:r:e~ t:o~ PERC:: .accOun.."t~c:g.:'I req;u1re:le n-:s 
." ;, --' ;:..,:.;" I.. .!; ....... ~:.... ;.:.' z; ;,:. -::; ~ .';~ - ,-, .. "":::-, :;'>~. ,-. ~ ''', .. ~'.. ~ ......... j' ~"'.r.!~1 

. which req~ire that plant,. 'be" :"eco:c.ed~ 3..-:;. o:-ig:,:.al. e.os;t::and. preel~des 
-,~. ~"~,: ... :'~I~~ .. ~:.~'.,.~:~ ~:'~~~ ';_~·~~h.-· ::~~,~ \~ ~:~~:-:!~~: 

the asset wr1 te-tt~' '.lnder--··'"-:rB" _.J: " ..... -- -" • '.~ ~ -- w .>c' ,1 , ~ 
• ~~ ~-:~ :~;~$~0:~~ ~: 2~C=8?~~~ :'~osi~i 

~ .. = ,'~; ~ .":::~ ~ ::, ~;'.i .::,' :~ ~: - .:. ~' '7 ~ I~': .. : c ~' I ~~ wi ,. : I '-~. ,:: ~: ~ :: 
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:-::Edts¢n,,;~rther ~·a:rg'.les~tha.t ::'be!ore -.a:IJ."3' cC>$·t ;--<:.a.n:)e::dete:":"ed, 

to ~u:t"..xre, .:per±od2 ,:D::h18b; le:v:el".~a.ssU1:.a:ne.e:; O'!.'; :!"J.-tv::.,~,~",-e-1:;! vi.-:s :-~::,;.: ::.:.:¥: 

necessary. '.Di'sregs:rdi·ng :o~!ter :p:r:ob:lems' ::e la:t.1llg =:to; ::;~r. , .. :t~ :,·iz;b.~:z:..e}~:~, Z 

characteri,st'ic :o!' ·~RB,~::pos.es;se:rio,U3~ u.nc:e-r..ta.ip.t~e.s;,:a.s-,.:t:.o :~~t;h~::--:..B:.=:I: 
su!:!'1e.ientlj high .:.level co! ::;a.s.s'U.r.a.nc:e of ,,:f:utu~;e.. .:r.;~~~?:e;,~~.i\~~t..Y;· ~q~,;:.,.::: 
:possibl1.::be;,::l>rov;1de:d,:b3:~·::rat~:"ox:d<er.:~-,of:=3:fJ.y::r~gul,a:~~o:::1-::.¢~~i.~i,~n.:-:,:.'.::~ 

The ::-simple :~faet~:,tha. t ;,th13 ~-'W'O:Uld,~ re,qui:,r:e;-:~su,r,l,.Xl:g Q~~o.,~~;Y;:;,~~ ~9: :.j'~~;_~.: 
into .::the -:fu.t~re ::and ;the ::;fact-.:.t~t. _",the: ~re:s~t,: ~=~ss;1:~n·:¢~~t- .~.: ~.':~;': 

irreyoca.bly;·'b±:nd.~aeti~n~t;of l.:sub3equel:ltr.~mmi~;~ns ::~~~d :i.;~,~~-!-t~':i:' ::.;. 
that a ra.te order. pr.oviding::the.:-l-evel· ~:o~:~asatI::a.nee :o:~::<::e.¢ov:e::a.b:1·l-±,t:r.:::'"' 

over:: the::term of: the~ ~\'a.sset~is::<v1r.t'.allY't: 1mp?ssi:-Ole~...-;;; ::::: ~.;.::- .2..:';; -::,.:~:~-: 

,',::_ ... ::'::~ :;-~he::$ta.!!,~~s ~R:Bc,pro'posal: uses.:s1nking fundsdepr.ecia-:ion:,':to ::::~ 

recover the original cost o! the asset using. the cash. rate o~ ~~~~;~~ 
as the;~,s1nking;.;!u.ne.·,:inter.est.:::!acto~~:.;. :S1nk1!lg:.:.!~"ld·,,~e:p~ecia.:tion 

facU 1 ta.t:es the::phase-1n ,to ~ the ~ ex:ten:t ~ha t·:.: ~he.~ r,~~uc~~ o,~.c i,n:.-- :; ~ ., ::' -: . : ,",: ~ 
~ . 

deprecia.tion': ex~nse,:,": exceeds -.:;the ~ner.ease' in:' re~rn:.:onc :inv.es:t:l~n::::. /' ,';" 
which;::resu:J:t'$-: !:'om. :a.::la:rge:-c·rate~: ba.~e;. --:./~Edi,son ~:rg:tles-::-~ha.:td"tp.~.: :::;~:'.: ::::::::: 
sinking !und' ::eth.od~,doe3 not;?,d,istribu.te.::the costs ..:equ.ita.'blY'::,or P,~.o,:.::::: 

• .f' ... _ • ,. ... 

ra. t~~ ~he.: lev.el:~ o,!':" sel"V'ice~ ?1"oY1e.ed~,;. ant! is:~'no,:t,~ eQ.;'.lita'b.l~.: ~.o:;,.:: .:_.'~::-::::: 

!"a.tepayers'~,.dur1ng th.e .later .. ,yea.rs;,o!:-,the ser""':!.ce·;:,li!e .,,;o!~2S0NGS-; 2;,&:-:3· .. .::: 
e~ ~. "'.- :~ U1.son. 31s6:.:. t'i'nd..s: t'ha.t ~P.3 e~ea. te.s~k t'a.x ,1)'rQ~ler:.s.s ·.4',i~h -: ~:: -:;:' ::; . 

. !".e$~ee:t) to~ accelera.ted -: cost recove:y~-:system: (ACBS.1; depI'.ee:1a.:t·1<?:l-: .a.ne.;:-, ~-~. 
invest::len..~ .:tax-',.i:red!:t:·::.( I!C:-):.;. 1:~~ ~o-.ne:el>:t~, ():!~$~;t ,~~:i -:~=-~P)P.P.f~;::,~:;:. 

:?resen~s:~ llr.oblems~ 1n,:,c..e!~l:ling:-~ an 'a:pp:-op!"ia~e'::l~~hod !o'~:-~ .. no,!'::a11z,ing:;~~ ,,' 

the dit!er~n;e:e:'1ie:tw~:n.oook. :d:.e.pr~,e;.e;:t;'o:n~~:.al>p:l:ie.d.:;'::9 ~:t~:~~.?-.;:l:i:SJ:~d:: ::-:;-; 

AC'RS~;t~,.C.~Ilr-ec'1a:ti.on·.··7"~he.)di!!icuJ:;tY0,is::.in:;ic.enti!yin&:th~ :O99~':'~,,::.'·::: 
".;'" -

d.epreciation ra.te to be a.pplied to the tax oasis becaiU3e cook . :::'::~'.'= 

depreci:a.tio·ll.--: i:rclu.d~s:: recoV'er7{:.'o'!7 bo;h:-or.1gina.l.~:bo.ok~ c.os~~3J!d, asset 
·r.i:te;..'U-p::'.: ,:"$ i-:tee. the:~ ~as:se~::..wri~ e-.up-: ~~c.~e:::--, T?3_ .i:s~,g;:ea;C~;r\: ;~:han::: =. ,~,,: ':' :. -: :: 
depr.ecla.,t:i:on:ln . :the':'·~lT-yea.rs',.:tb.e:.',!B.S cot:.ld: ta.ke-:.~.h.e:-::lie~ ::aa-;.: ~=.::': 
. there is no d,eplteei'at:ion::. ot:- :t.he'::':boo~: asse:t unt1.l-:1a..t:e-: i:nc,:th~,as.se-t..·,:-~".:.· 
l1fe,wllen the 'book v.a.l~e becoaes less than original eost. 
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L ';' -: "': ",':,:.;:, ~:In:3.cr~!tro:n~; t:c;ere--:ar-e- :':any::possi:ble ,,:,i:lt'e~,re:ta.tj;,o:ns 

relating "to '":%he-' .:no~r1:l3J..."t.z:a..ti~, C¢l!l~~'O~ -:t.¢r: the: ~ ;:de:pr.ec;ia1::iou·;: :.:

E.d:rso:nt''-S: ~ta.i:-w1fn~ss;~pre:s'ented tlle·.:!.¢;now.1~ :three'-:po,ssibI'e . :-::. ,'~ ".< :,' ....... 
comput-'a:~on:al c:::t'etho<!:s,:'~ ::- :PO:S:~tv~; ooo:kj:tax;; ':.z:e:r:o= -bOo~/ t'ax;' ~a:n:d "; -;, : :'.'": -::;: ~: :, 

neg3:t1.-ve' oco.k/ii:X. ~:nor:a.::ili'ia:t·1'C>n:=: The:':v1:tn:e,ss:e-s':' -:e's-:i~1,ed: t'jia-: 'C· ..... h11e,:.· .:; 

there :~:r-s::'3'ub~'tan -::raJ:' i:Uneerta:rnty: (a.s: ':t:O: ':wn3:t: ":appr:oach',.:th·& ~IRS :'"mai ~ , ::~':, :; :: 
take:;:":thi

; negat1ve':'book!tax'':nor:aiTzation:'::lethoC;:'isi:the::tethod::=ost,~,:::: 
likely to::o:e :::!ound:2ac¢e:p.ta'1>1.e~":··: ~~he: =:le'ga:t'1 ve: ~,1):ook: tax·.::mert.b:od'::'resul t3 ;': -
in the<' largest :"MoUnt;~af"::d:ef'-e::,,~ed";ta:x&$ -:'th-er,&by::pa.r-:':tall:j.cn.e,gat1=g·~": -:.: 
the·:l·~n~t'e;n,;r6·~·'C"--·en·el~. ·"0'# ""'l:·'A'r'n· ';;''''l' v." .... ' .... ,,: .• _ ...... ,-.(., ... 'g :'. :. '''''·he st.a.(l'''' ,: ... <:"" ,- oJ. : •• ~' •• • \.I..-...;:;;U""''J .. -';"'-t .. , J.,# ••• ,g.. ,-",,=,. ,g".W' .'1;;; t~~ ... c::"""'~~ ...... ""....... .' •.. ' .... , .... ' - ..... -.I_ .... , .. ~ 

calcw.at1ons' used·:a:n::::equlvalent:,:o!'.:the'::pos:tt-1ver.:bcok:-tai methodiyhich~ 
Ed1sori':o-e"!1eves::'~s ~the methOd ::least l!kely":to'~ tot.:nd.::-aeceptableby· 

~·':~Edison~s;:"'rltnesses:~test1!1ed:~tha-:::there.;:...,a~substant1al::: ~:: 

u.ncertalntY~' as::'to::'· ..... b.1eh~;:-: 1!'.:'"any norca11zation ::1ethod::::::.:der ~REI~~:Wo~d:.~': 

be acceptable-":to-"=the':!R$':.and stron.g!:r recoc::enc.::-=ha.:t;':sho~d:·t1le.~ -:":.':::: >~, 
CO:o..:liss,io,n:-be::·ser'1ously consic.ering::, adop~'1o'll;,·:o:!J.~~:G ,.::i't'":.: ~~o-.:.:<}~:-tl:.~;;. ;; .... 

cOl:pany the',:oppcrtu.n1 ty:::to obta~n.:.a~ rtll1=.g:-on approp:'1at.e. ~ax::: ::·.::;L,::.;; 

norca11zatio·n:.'·froc..::thev.IRs.; ':Ed1sou.:.als'O::'P0i:l:ts'~,oU-:-...c·tha~,.s1nee a..~.t.::-: 

::.etl'l~dSresUl~s:: 1:0. ,:'a.':: red~ct1cll in:- taxable,:.,t:evenue ~ ,~.!:t is;llke-lj"'::''t,~,:, :"/:'-:. 

a .... t"'"3. ... • ""'e'" a· .... e;.t· ~ ·0 ..... '".p- ·""e- TRS" ::-,. ... ·"'e- c~4!!'e' '0.(1' ,~"'C ,,:::o~ ~ ~on' se' e4!> "' .... '" 'v'L*."" '-"'~" .... '.'~ ...,. .... \If .. ..,~ ... - ~ ..... _ ..... ~ ~i ~, ........ 0:... ... "" .. ~.,..,J/IIiJ~, ti;iI 

Si!:l-i~ar:-: pro~le::.s:;.w1 th::.the:~ IRS; ::;-·,:Sh'otlld:the IRS:: -:ak~;:: the-:\l'o$1~.o==-'-:h,at':' 

de~:'eela~::'on:.··o'::!-"' t'b:~ :s:s:se.-: c.'oes::no.t:'·begin untl~ th:e'::j,~la.~c. ~;:! ',.'::: ~ 
"oas:1·s':: ¢f'::·the: asse't 1s;:a.m():-t1zed.~"oelow i:;s:::· o:'-.ig':tr..aJ..,,:cos=·~1a!ld-:~he:-:~o:-~ 
:lot pe:-ri:l.ft': 'ratab-l~ 'noV' .t-b.:rough:' ~~, :t1le: !-:.C ,;·:::he .'tax,.':~~e.c:t~ ~N'0'."..e:ci:::, ':.::
part:tarly :o.ega:te":' ·the~:·!:ntended.:: result:,o!'.: :he'-' aI ter::.a.t1-ve:' :"'3.t:emak!::'g.:.:: :,,:-, 

:lethod. 
;. ,'<~ :;:' ; Edison::' co nt end-s-": that:'tb.e:'$t3.!~s':,)t:-ea't=e~: (,~:: :tb.~::;a.x'::!:<. ":'~~:"~ 

proble: i:s~o~a.va;l:i-e'·r:"be'c.a.~::t'b:e::.~::;al·t'i:es-:·.asso~~~·,ri'-:h::~a11~.e-~,::-:.o:'.; 

comply.-.:n th-:.·tax':·:o.orc.al1za::ion =.e~T.:.i=e:ent.s':·a:-e':s,e-Ye'!",e~ .::!~:e.l:;e:: .!.~:.:::::..: 

de:te:rm:!'n.e~:· !tha::.:: th;e-:.con~j :wa.s::~:i =·:'~i'o la t! o~ ~), ~Ae,>1\V?-?-~.:. ~:: ~. ~ :;,:. ": ~. ,~: : -.. ",,,, . 
• ... I ... ' '~f .. ' 

(~I ", ... ": .... ., .,,~ 1"" ........ ~ 
,,'_ --. __ .... " ' .... J_ .... *' .. 

-')4 

• 

• 
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requirements, Edison would not 'be eligible '!or ACR~c,~~·p':;~~i:;t;'-?~:2: .::' 
deductions. ?~rthermore,should it be determined that th~900mpan"'J 
waS 1n.v101at10n':ot:the I!C':ra.:table~no'W'-:tb.rOugh:re<tU1r;;;;:ent3, ~e 
IRS~~.:code:; sta..tes:.:tha.t:'no:!~C.~shall. ~e(:,allowed~:w1~l:.::,:,~spec~!:,;o~aJ?Y' :;':::' ~:;.; 
publ1.c ut.ilit:r:prope:,~y~.::::At::a,.)minim=,·~thi3~Woul~:~~sul~~·~n_a.::.::': ": :) .... ~::; I.' 

d1sa.lloWMce:"'o.! 3.1l':z nC::claim.edc!o~ -SONGS~·2,.,& 3 "'since the.~s:tar= .. o~,.. ........ _, 
:_ ~ .. ' __ • ...."_ ...... ,. ........ _ -.- <II .... •• _. ' .... "'." • .,1 .. ' .. .. 

cons:t.rue.t:ion:'" or-.:approxi:a.tel;r.cS18S;-:c-ill·i9n .. _:.~.:!--:.b:'9~~~.r':J~~~~:rPF.~~~~9?,: 
could :l:ean:~he'::d·1sall.o~ce:·o~.·.all::..!~~~c~a.imed. on...all ... p:.:.'blic .. utl1it,.,.J~. 

.... ... "" ......... _..,..,. ~.-... t.J ... .:.._ ...... '&01_.-'_ ~,_." .. ,.J ... " 

property 'tor 3.11 open tax years, which could :-a:.ge ~:t."~;t;~~9.:.~~;~\i.?E-.::~c·:: 

to S80 milJ:io~:':.for'~ .. e:ve-;y~yea::~a.ffec,te~:~':':8: ,,::,:::.,:-,:,"::':~ 2::::'·:;::2 .• ::, 
.. r: -, ...... ,..., r," ..... _ r .. ,,.... ... ,. _' ..... ," .. _ .. I"~ ,.. .... _ • , •• ' ... -.. ¥&-. • 

Ed"1's·o'llr .. s-e~eS'7·ad-dj.':tional·· ra.te":la:king~and ... ~~~:t~ry problems 
",. ~ c \" _ _ ..... .....- .. v _ ...... _ ..... , ... "' ... ,.. .~ ....... ',. _' L' .... '.- .... ":' .... ,.( "f'6 ... ,..,,'; ........... -... 

as soc ia ted wi th:'XRE:- :1:re:ca,lISe:: :o~.:the; :com~lex1.ty.: ·an~:;C. !.:~~~ul ty involved 
...... f'.- .. ',.., L, '" r .-........... : ... ,.. ;_. - ... (" .,. ..... ,"" ..... ',"." ..... " ''' ... "","':-"c _ 

in a.dm«ni~·e"i::o.& '/TIP.3:' -1J:he"- ;b\l:dens" ~"'cl"'de··--· ,., .' ~.~ .. ~ ... '.-
• ....., \if .. ..'. _,,', ... ,'" ," .. .(~: :Z', " .... ;...'.;_ ',.'. ',II •• ~~: ~:~',. ~; .... : '~; .• :-:: .t:. ~~, :.;: ;'; ("~ .. ~:-

I,'· ...... 

1 _ The :neeess:1'ty:' ~:<a~hotizi!lg· ;!l()n~:t :bas~d 
:r·a'te::ine:re.a.ses:' "When :l~n~ asset;· b.a.$.: ~.ee:n": 
added to rat.a: base:-, ~:Ln)·the· magn;1~de. ~;:S400 
cillion of rate increases 'tor<, .. '!:1ye~::-.::: ';' ;;::-::: 
.consect1:ti,ve .. .ra.~.e,. .cases -_ .,,.:.. ,.. .. _ ~ _ -.. - :. ~ . __ . 

... ...... __ ' •• _ .... '" ........ : ".,'oJo!W '.~"'" .. ". H.... '" I "' ',' ___ ~_I... '':'':~''fo./ ...... j •. :, 

2 ~'. ~ The-. rieeess'!::y: .. ~o:! ;d:~:te::::·i:ning; :.ane. :a.?ply.~n.g~ a 
'. :~=ea.l."_ .·ra~e:·~:.·:e:.t:u.r~:.·i:!l:. t·~e:.C~Wf.S~'::.ot ~r.~r::al 

rate ,ease:" ~ro:ce-ee..i:r.gS:,:~he:n: ,i:n~ ::p.I:a.eY:ic~: -: ': 
n~ither the real :a~e o~ retur~ nor the 
fi~~~~t:~i:t:"na t-~o.'i· ·:p.::'~:i11l:i~ ·:ife.. :,o~$_e~'bJ.:i 0:' :.: 

.. _ .t:l..eas'U.::'able.,:' ... .' .... - '-:. '" . -"'" .•... "... ~ c ... , ...... ~ ••• ~ 
'. • _. 4. L _,' "':' 1 ;.. ~ : •• ' : _ •• !--. II- ;. -' .. I- ", ,.,..." '. , .• - -, ,,;. ;'0:...... ~ .... :' rI'-o-'-

:;. The nee:e'sstty~ ,;.: ~ieie::::i~r:g.~:in:c.~ .s?pli.iAg; the 
a."""o .... 0"o ... ia ... 6 ~ "..#'"Ia."·on .. ~ .... '.;I ..... _ ......... '-~1:1""' .... -~.":1' ~ ~... ... v-v .... ~. '-'.. .. ... ...... '-'"'If;i"""-.- , ... \.t,.,.~ ·~", ... "O""",,~ o-J';' ,.,,' 

°r.i te-u.p the valu.e of utili tj' ~s.~~s~ J.s. ;.ot~ , __ " 
si::ple and the application o'! tl'l.e.:.:e~"': «_., ..... 
i"':lp:=ec!:se- and· .. c:an: ~=oC:u.~: "dd-e:ly .. ,·.var:;:':ng1:..:zn~~ 
per.b.aps ."un!ai r and ~ u.s': results. I ... II>.- .. _ ~ .... _ .' ;"0 ... ~",~.'.' :.' ,.~. ,,~, ~ _ ... : .. : :1: \-, ::. :; -: _';~' "r·":' ". v .-, I~ :"=' .:, - .• .' 'y .• "" 

.4. T.n.e .. r .. ec.e.s.si t,y' .. o..f ~stablishi:'..g a.nc. :'ai·nt.aiiing' -. 
a -·t':"".:e-U"O ·:eeb.an!sm= ·to.~-ac':co'\!n~··~.o:r :. ' :"::<.:; ;:.'::::..: ~:; ":: . .':- -::".: ,-' ... 
. <iif,!erence$·:in;~~~.~~~~ ~·a..'t4, . .r~alized ".lev.e~$. -._ "" .. _ .' ~ .... 

_ .. o! the·r.i te-up inc.ex. '!he need 'to -ii.iC:1"t -- . ~.~ .. . - '. 
~. ... ·:s·;c'" a- "0 -""~a.:.""~;:,~~,,,; 1J" a:":co'ur.·· ~; a";~- ,~- .... e ..... ~·,.be#!!'··~·-orr· - "'- " .- .. .. .. ,." 

~ .. a..:J; .. ,... ..... 0 I"" _!til .... '\*. "... .. ... w~~ • .;' ~ _ .. , ... , ... , ,.. .' 

- . :r.ate c..as:e -::pr;epa::at;ion:-:a.=.c. ,hea.::.:!:ng.-.ti:l.e ... ..:r " --.-
~., . .. neces.sa::y t.o "c.e.al_ ·~i ~~ .ba::~c~iig ac.couilt·:: ,.,' _ .. 

'.. 3J:ort:!:zat!:on ove:- tb:e '"l£'!e' O-~··t::'1i as".g~ is'':''': :; ... -.. -. 
. ~ .. '_',,: .. _ .'. ': another-::exal:lple~;o!:;,·the :;-p::~c;ed~::al~~a."ld I':;.:~ ~ .., ~'- _.,... d_ .' • 

.. ,.... ._ ',' ac.minist.::ati,,(e c.o=~lexi ~i~s associa.ted ';;itn"·· ,'" - ... , .,," .. ' .... ' .. ~ ~, ... -TEE": .... ' -) ,I • ~.·l:; w...:: ~_" ~ :,,_,;..:. ,;~': '; ~ .... : .. ~. ,.;:;;.. .:'': ~r"t:: ,::; :~ ... = .~'."::' ":",8 ... "::::' .... ::' ~,;" ,~~:' 

"" ...... , ......... ' ,.,'" '. -"""'1'.,"" .. "., .... -,~ .... '--.... \.. ... -- .. ,.. .. ~ .. , ......... : ... ~.I"' .... ...... ... 
,. ,0. __ _ 
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-~ \.. -.. ....... '--/~. 

, " ." 

."' .... "...,... MK;.''''' ;, ",,~ • .(:)_ 
-f '--' "" .. " " _ .. '" ........ - ~~ - ... 

'.: t::- • 2SDG&:E"= 1nvest!ga.ted: ~the ':stra:gh:: ": 11;ne ca.p1 tal:: ree¢yery ~:: ~',:~:,: 
uni ts of·'::proe:u.ctton":cap1talSireeovery, ':sink1ng: !nnd:',ca:p1:talzreeoye:-y;?': 
"Shoreham-tj:pe:cap:ttaf.::recovery, .::.:trene.ed:.:original,: coste ca:p1:tal~ :;;;: :';J:" 

recoverf=methods and':the balanel.ng ac'coim.t~meCha.:U~:; ~ :A!t~:";:=·,;:,..::.:.::~,~,::~; 
revieVing; the.": revenue": r~1l1r~ments:: ana' ea:pi tal:: r.ec6ve.r:r=:3t~,e.a::l::;.::.e.e:<; 
the;' variouS': ea.:pi t3.ii :. recove-ry:? :ethQ;j,s,: 'i·nvesti~t'ed~'::SDG&E:.·M¢'!tted j;ne-;:: 

11
,1>'<·-·'- ... r ':I~'''.' f, .. ·.,.",.·- ; ..... ,..,.. ~,..,.:" .......... , ......... ", ..... ' ~"''' ""0' ow::!n,L.""-'posit'.o·n'· " .. , .... '. ~.,--.)-' "_'_ .. f, • ".~' .. "' ,~",,"""". ~~". ·''''~· •• ~~.·r' .. _ 0 • ,- ... ".~ .l .. .J._, .. ....... ';;. .... -- •• " ..... ' ... ~" ... I' ~ :,"". '" 

a. SDG&E strongly su:pports'.::cont.1nuing:'t·h,e-= tise~.o!:':' .. :: ~ '-, ~.
:~'" ,":'::, -:.' .. ': a:t.r~~ .li}le.- ,dePF,e,c1at i on ..... All:, of_ ,t,l;e ,o;t.he:,~ 
. .. methoas' consie.ered~'w1'-:h the" exeej)tion' 0'£' the-~ 

.. ': "::. " .. ::- ,~; ·uii-1-t.= :OP :p,rod:uetlOn.-: :and:· .b:aJ::a.ncing· !aCco:m-:t :::- ,.,,',; ~ '. :- ;' .' 
methods, arbl:t.ra.rily .. a.l~er."c.e:p,r~.cia.t;i~n ~tfJ.~. "" _0 ... 

produce a. deslr'e'd- re·/enue" r'eq,Ui'remen'"t;' and'" . '.' .• ~ -- . -'" 
,that :d'ep·ree:i:a.t:j.:o,n:~ no:.l;or..:ger:, a;ec:c:ra~e-ly '. ;.::' 
_ re!l:ec,ts-': t;ru:e::..eco-noc:i'c .ci~~,reC'i'a.-t1·on- .o'!-, ,-t~ 
'. isse~t~·~· ,S1)G~::b el'ieves ;thi:s:;' i1r' ,: .. : ': -: ;: ';' ~.;" f' 

inappropr·iite .... :.. .~: .:, ': ~;:: '" ': ::. ::; :'.':' .:'; -: ': ': :-: ':' ~ ;,,,~:~::: 
"0. SDG&E believes that' th~;~;agtiitici·e~~C:;~·-:he:1-ate • 

!neieases :ass~'i:a:t:e-e; '~w:t::~ ·~t".o.e: :S.ONGS: 'Z. &; ~;. is ,? 
.. ':':'n¢t ':su!!i"~i:~ntl'y~ l:a.rge: .. t:o:'··"'ir1"a..~t:·cie~·a~!:on 

f'roc) ,t:r'a:C:it i:ona.1:'" :rs teClaki:ng:; ~!"aettee--.. ~.:' ."; -: 
r., ,.; - - ':"""" .... --. -.'," p. ~ .. - ," •• ,-.. .-:-- .. , j ... "'" • .f I·,·· .... • ;, C' ...... 

e r '. Fi:,.:a.l·ly·~~ ,~~' .thi"s:,. C¢t=.m!Ssio·zi' ,:is. ~C;,e'te:r:C:rn:e-d" to 
a~th'o'r1'ze' 'reve'n";;'e~ ':tn:c'::-"ea.se·s' 'tb:at' ar,e~ :l,es's; 
than the tr~e eost, it should ar:-:!:'-re'-a;-:- -·~h.ose 
::-ev.e:l-tle:~:in~'!"ease$:.Y.i-:th.o-~ 'a:t!j,~-;±ng;'.:: .:-:::' . ;: . 
.. .:..p';,..'e·c:.(:o:·'.(·o"'- :sc· ... : .. 'd ... ·"'eer" :. ': y, .. '-~.; ". - ," '- -. t" ~. - -. ~ .. ............. "'-~.VJ. • ." ....... ~ ........ __ '0 - __ • ~ _ " \01 AI ....... , ............. _ .', ••• 

.... #". .... ... '., ~....j. r.· .' ..... :~, •• - " "" ~, , • ...- ~. .-," - '-. ., , ....... _ ,... ~ ..... _ -::.. •• ' 2 t'f't.. ,.." ·?a.t .... - .ak".('",''''' ~-- .... "" •. - ~ \. ~~ ..... ..-: .......... .,' .. ' ~: ..... r -,..,;" -'.' \.- ..... ,.. 

• ....0 ~a.J.,. em ........... 5: - ..... r") "',..,' -- rt.,., .. ,.. ...... N- ,"0 f'. , •• : _. ~, ... ". . ,."' ~ ; ..... 
• • .. - .... ... -' ....... ',.--' ..... ~_'~ ........ _J ... -_\. .... j,.,ol+ ... ~, ;:,. ... ,.,.. ...... , ... ~ 

i!''T''I'''~.,,:, ":\o.·.o.."'·~~ev.6s~ ;""'·A •. ' ~I'" '~O""" ~"'on'~ .:r,m._. - ... ~ ... --~~, ......... .( ng JI'_or 
~J.I~" ~'.],J~j .. r •. V ' ... ~.u.<;LrV" "-~""J" ~.~ "'.~'IW ... ' ""''''tW . .--"i,;I.w;.,.~_ 

SONGS' 2 &: 3 a.s only -pi~q :'d-i::; .;d..;,·a{ ... ~i.;e'm3:A{;g·:~f;;.;:..J.::;e·;~ t :!os cl~a:, 
• -.. :'~~-.::..,~: .. :;": .. -.:.;~::; ;~.,:-:.~, .. ~ .. ~.:. .... :~:..~.:-:::::~~;.~'\ P:,-:-: ..... ~:.':~ .. (.',~ .... "~~ (,~:"':' . .: 

that t.c.e Co::unission' s -:c,o:nc:e:I:n;~:_~83-.::ci:~.::;~~.,:.s~og1:;a~;ionene. 
1ntertemporai:e'quiti : are··oest ":s:a-£i:s'!':!:ed' '::'by ~th:e ~cO'nt!'!l~ed u.se o'! 

: .' ",.: _': ,:;. .... ::'~' .;: ... .;.' :: __ .. ,#I j'e .;, ~; ;~ .~, ::~. _ ;~'I~'" : -: 'ft,' r.:, :: ~ ~C::~; 

tra.c.i tior..a.l ratema.ki:ng. ", ~~i.'c.i1.e su.eh...a.n. a-p'O::.o.3.c-!:.. ~e.oes ~resul t in a ::-ate 
If' I ....... ' , - ,,' - -.'"" ,,~~, ... '_ ""' .. _~ .... ~ _" •• '''; ,*,' ,.~,..J_ ~" ... 

increase of eight :to·;;-t·;re-'l·/e";'~:'6e:lt:~: .. s·ucr;~lrie:-ea;~ !:'s:;elea.rly fa.:-
" ... , •• ,. ... '",''' ,"'" .'..... I" ~ , '" t".~" .; ..... ~. - ~ .. -;. ,;, _ ,",Ct' _ .... _ .. , ,....-

... ., '" ~ IV ' ......... ., ... '... .,,'''~ - - ., .. _ ._ .... ..-J .......... - ,J~jr' -l"' .... .( . .! .. , -, ':~.I .-~... .... .,. 
shor .. 0 ... a. rat~ sl:l~)~ 'b.:r:~:;:l, a.~e.ll~~~ ~~ .... ,'",::n~~ .. ~~:.~"::,,;~.~,, ... erm. .:.n. 
adc.i tion, -:he, :inte~generat'lon;aI~eC!td:t:teS'5iaJ:o.cgl;ratepay.e:,s ~ a.s..vell as 

... ; : .. ~ '""oj< .. ~ . ..:.., .... "": • "'j'" ... ~''''~:''' ~,.~ ........ :. ",. ~~, "'~.,.."...~, ('\ ..... :.. - C' - -.~ .. " '" .' ~ ';" ..... 

eCi.~i t1 cor.s1cierat!6n -o'! "'fives't6:-s';' 'are' oes~ -se:,ved'''b~;::mini:lizing 

rates th.rough continu1 tj 0-: long-~er: rate:laking. with
l 

rega.:rd to t:'e • 
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. A ... 82-02-40 et ale ALJ/je 
., _ .... , ~~" , .... ,.. f"\I ... , ,. 

;~""",- .. "';.t ,_I_.,j,:, .. r'. 

,. 

• 

J < 1,;:, ".. ~, :' -I.", - r. ,,.., ,'" '-'" ..... ,.! #w - ~.: ~ (, -.. f' "','.,. .1. "'" .. : •. ..... .... .-, .. \',,""- -..... , ' -, ,-, ... -,... 
a.r~.iment·" of subsid·:tes'-'trom;'one" generation to-an~ther;:'SD~';;a.rg'.les 

.... ,' 1',"/ _;:·,.·,I.',""~-r,'" ;""·:--:','"' .. ·1:,- I~"· ... ,.. •• : ......... - .... :1 ••• "..: .... 'or __ .. ; ..... wo ...... ~ .. \,.·,I--.:-,.,- ........ "1 .... , ; ...... .. ' .. ("0-"" _I '._, 

thit to ~ the' extent 'such . suosie:i"es' ex!st;' ~ eacll""gene:"atr6n: ''''of''' .",.... -- - .,-
.~':.:~.;;',=';t ~··,T::; ::... .;h:~:':",,~;:' I,::.~-: ">:-.:'.:~ ~~:-~~,,...~:, ~~,~ ~j.r: ~:~/,":"...s ~~,., :"""':';_'1 ... ~~ _!",01'6 

ra.tepaye:-s, is ,subsidized by the ,prior genera.tion.· As a. t'r'ade-:-o'!!-;!or-
:: ... " ., p .... :':~: .... ~ ... ~' •• .... /~ ~"-.~"':': ~.~;:-::: .. ; ..... ,.6. ....... . ':".:".f"'~-". 2:..':_~""/,,:,,,; -:-- "'''~''.'''''I;' ,..~..Jp, __ fA - ""-,.~,"''''''' .......... 

th1~" m1~~m.Ul?-,.,s~~~i~iz~t;on, all risks· due tq ':unce:-tainty~!n other··~ ,~~ 
_. '.' • i:..: _ .,;'; , •• ' ..... 1 .. ' I";" • ~" :.. ~.' :::" -:" ':,' 1.:. '::', ~. " .... ,;,.: ... :.. -: ~::..;..' -: _ ... :-:,'" , J: .... ,". ---:~r: u. -: .,.." ~~. ~ N r". ~.,.. ~'."" ..... -I"'" ~ t' 

expense ca:tegor,i~s, and in forecasts nec'essarily now to'-!".lture~''":, ""'.'- . 
• ': ~ ~ ~ .. , .. ''0.,,':; :/~:, ,-,:" r;:'_ ... ·~)::.: : .. :.' ... ~~,'.~:;: ""'''1 .' •. :.-., ..... , I'I .... ·~ ... ... ,- !"'\..,.~ ...... ,....,. .. r~ .... ,\ ..... ..., ...... - '-,.. 

ra.tepayers. In such. a. tot3.l ratemaking con.text ~ the eq1i!ty ~'lntere3ts· 
cO:.> .... ~!,: :;'~!::7":::';" :~_t.' r:l~:.:'" ,..,. :';'~"":."'~ /""'·~.;.··.~·.-,..t·:'" et .. :· .,~~.-, " ........ ~ .. :,. ~ ""r,,,~,,,,,,,C~ .- .... ,.' ... .... :J.." ..... ':' 

of, both ratepayers and inveetors' are" best' se:-ved'·by·-eontinu1tY''' o~"";'" ..; .... 
.. :.~\r,: '"I:'~·"I:-'~~~ .. :-~',,:~.~,-~.-; :',:.~ .-, ~ . ....,,,,,, "'J'," ... ~ ~II',,..,.''''','''';-'''''' r·· .. '~'\· I,,",,, ,.!.,,,_,..,,-, '''''t>. _ ..... "' ... ,.,. ... ',., 

ratemak1ng rt th each generation "~!~ :-a.teps.ye'rs ~'eee1V'1n.~ the;.' Sa:le--.:'· . ;' '-
,.. \'. , ....... f' r"" .... . .. ,""', - ..., .... "'" .... ~ ~ (, .. 1", -. - r~ ... ,... r' ._ .'j~",\ ,A.J' ....... •• Jo ,# _ 

tres.t:nent a.s prior a.nd subsequent" genera.tions ~ w • ••• , .... ' ~ -'': ... -' ., 0' ".', •.• 

. SDG~ argu~s. t~t the CO~1ssion:':Sh¢.u~iQ.O.k:~~n-:.r.a..tec'ak1ng 
'~,.""'~,''''':'' ,." ........ I_ ... ~._.I'W.' .. ~.r., r', ....... ,"._~~ ;'\~r--":- ~ .. ~ .. ,' ... "" .. 'W,,,\'WIoo_ - .... ~:~ ..... , 

tor SON'GS- 'z'« 3- as' par'tO

' o:!' 8. total,ora. temakin.lg:' packa:ge'~ riLther th..a.n 
:~:: -:-:",,;.' ~j : ;r :. ',.:. ... " ~" -' 1 ... ",:_ ". - ~.. ,~~,.~.", ....... ~ : •. ,. I' ,...,. ~ N ,.- .", r ,..! "". ,...:.. I' .• P' ,.... f • , .... _ 

from a single proj ect v'ie'W'po1n:tw

• ~ SDG&E" 'a.nd~Ed1son~· have""inc0t1i0-ra:t:ee' ' 
1/' ..... ,... ~ ~ ...... '-. _.~ •• ""... f"_·(~~"" .. _~'- I.~' ~rl"t.'f- ,,"'(. "' •• - .... '- • _'"' .• ",- .... ,,~~, 'r .. " ...... : •• 

O&M expenses 1iilts' a.n3.lys'is· vhic'll' even under c'onse'rvat'i've 'innat"i011 '. 
n, "* ,". r' ..... ..... -"''-'' _ ,;:, ..... r. _ ....... r', .... , ,~. ,~,."".! ... _ ' .. , ,.. ,. ~'~'"'' _ ...... .- ,f' ',.' ':". " ,... ..... -I' ",:.... _ .'" . 

as SQPt10ns· wl,11":-fs'e - e3.c=:~'yeti.r".;'·'- Under" c'on·/en-ti'on3.l ~J %"'atem:,aJd,':lg:/-a.n=.:.::: 
;:,_,"'1:;- ::.:":: ,:.::-.:;~,.:r:~~' '\":~,.#:~:' ;"":'~"":' ,,:,,~·~,,·,~'j~r . .. - ~' ... :-- <.\,.fN· ..... ~ · .. • .. Jc .... : f::"-". -, .... ,: ..... _,... 

initial i;c.crease in rates will' be 'recr.li:'ed';- ho'weve':,~' lll' 's'ubs'equ.en:~-·"" -
,~ ..... "".-.:"'::'I:~. _:~':c\:-::~:,:·:~:::::.;. ~~t;~.:: "':."- --; ... .'( ""~' f"'.p"."~'~""""r.,,;'" ,,:,·'~r~"-·";·t'..'7· H ......... r .. ··~.'_· 

years -non-f''J.el revenue requ1reme:lts- WilY" go'''dowde's:?1't'e'' ris'in~' o&M' "', 
::' ::,:;~t·,~'~:-:':>: ;:: ",:.~.-.... r:, ".::,~::;.'-:'C. ~. ~-'~~.'.:>W." : ~~' .. ,\"':~ ': ~J" ........ r. ..... C'J:,"":."'" .'" ~ .. '- -;.,/ ..... " . 

ex:p~,ns,es" ... ", On ,:the ~other, ha.nd, unc.er -:b.e' st~:f''' s· '!!G' ':?ropo's'aJ:~~ tilE'" ""-
.",;.. ;~:""""~ ~ :::"1,""""'.""" r. ... - .... ':-"'-.-,"'- ...... ~,..;(. ........ , .... .--r"':·,..· '''~,(''''.4., .... ("to" _/ ... r",,';",..~· .~.-

COtllllissio!l. ·..1.11 'be- eori!'ront'ed'" ·..,::-thl'nc·:-e"asi"ng: :-eventle'"' :"eq~fi:-ec:en-t:i)'---
":.'" _. ~.~ .... "'''',''' ~,P ~,...' ""~""'f..' .. ") ~I:' ..... :. ~.,.. '.,.., •• .... ,r. ·~f~ ,...._'. ~" ...... ~-,;. .... ~"r""·""''''·'''':.'' •• , ... ,; ........ '" 

eve ry ·yeai: -ove'r' the -"'30'-y'ear-~ i'!'e 'o:!' "tne-" 'p1a..'"l t';''' I:f 'acId i tto'n', "" --:he- .... ,.,' .," 
Coiii~~:1 oi{ ·';£:11": '!ti;~h~e:-~ ':;rii ~~-drii::;n~~~- ..;:~~ :add:rt:1ona1. ~i·nc;.ea:seS:°/::-o~· .~, ',; 

.:-::.. ~ ~-~ :,.::. .. ~ .:-- ~ ~.~:~: ;: -::; ,"':"'7-;' ..... ":;.,,,: 7'''.:'':'1 ': '~" .... ,.~ ~ ---: '., "." r .... '·' '"'I.'" to' ,... ,-~ .. ' ~ ~: "'. _.... ..... .... 

the inevi "ta.ble increa.ses in "Q&K expenses' :-e'lat'eo.' 'to· "these'· W'" •• - ~~, -, 

"!ae';'l:'i;1~;:' ::EY: ~i~p~ti~:g '~i.~;"--th~: ,co::;:fss~io::; ':..ri'1i -b~:':: .~ ~~."i:':: ::':: ';': '"7":: ;':': 
~ '\~"'r,·",- .... ·,,,,.,,,~'I"_. ~ ""', .... ' ..... ".·'·~;..i::\- ",~",:~,~-~ ," .. ,..'- -r <-~I'.,.-,... 

inst1 t".ltionalizing in.!lation 'anC: 1iiri.<rc~~ 'tlle' 'Co==lss~r<in~~ !~tu:"ec'" --'¥ 

flexibility. 
SDG&E's ·,ritness Robert Zabe', a. partner. -:.rith Deloitte, 

Easkins &: Sells, testif'ied that in an increasing cost econorlY it 
cakes no sense to c.e:!'e:- costs :tor i"'.J:t".J.!'e ::e~ove:-j ·'{hen ·..,e al:ea.dj 
antici'l'ate !utu:-e costs. ''(111 be highe:- even be~ore the -::ecovery of 
these c.efer:-als are consic.e:-ec.. 1:here!o:-e, the '",1'tness does' not 
support proposals which !ail to :-ecover cost anc. return in the pro~e:
:period and. bu:d.en !"uture Co=1ss10n decisions. SDG&3~ta-t-e-s-t-hat-i~t

doe;.:.7ri6t '·-m:alce" ,'sense ':to a"o3.ndon<·trg1':";io:na.1.. 'rate' r:e'g'J.J:a::10IXl-:tO:.:82i:lr a;'· 
,,.::. ~> ~ "'";, :: ~.I,. :' :--, ': '~. ,,'" ;. • .!,.~ ;',::,: j.. ~.-'" ~ II- ~'I ". ... fW\ r:-., .. """ :;, ." ........ \ .. _ ~ .... ~ .. '". ,~., 

short-ter: :-ate rec.".lction for the f1:-s,t s'e'veIiye9::'s, "'ri.n~·~l:lc:·eas'rn·gl~· 
higher :-a::es over the reca1n1n.g 23 ... yea:-s unc.er ~P.3. - . 
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',' , .. ' '" ,.,SDG&E-:·concurs .,rfi th Ed.ison that the ra.;:e increase required 
'.~ ...... ,: .. ,." ¥, •.. ~..-' ... ' .. t, : .. _ .. , ..... , .. "':~-,~ loy ... ~",_._", .. ::~.:,/~,;~.'.;;.,. ~~:'7':J =''')':: Sl:~ ... ;·,=.,:.:;;~;:r-; ·~C ::",:t~,."':.:;.,~·~~' 

under tradi t.iona.l_~atemaking "of e1.ght and. t~el ve. percent respectively" 
!o~ ... Edis.~n~ :'~d· :SDG&E'~¥' :~~!'~'~o;~~;'t~i~' ~ ~'~t~~i~gg~: . :;-ii~"i~~ C'c~nt~x;::':: 

.. ... .•• ..., ," .... ... _ .. ,' .... ....... \;.. I'A 1\ •• _' .... _ j .. r" ... ; .. •• ' I ( ~ I .. .. .. .f" , "'-I -. /1 "" " ... , ., ..... ~. ,....,.. ~) _ ~' ....... , ... 'MIl.;','" ....... 

o:! over,al~ ::ate_le~el~" .. ?D9~::; rl~~a~~s ~ ~hit~, in::.~~ :£~~:9~~J E~;~~~~=,'~~ .~:.~ . 
.. • -, t,. wi ..... ""'" ",.. ....... , _ to. '"J .,. ... .- .... - '"I" ........... ~I ' ........ _,,,,,. .... _1':_' ".-1'" ~ ...... 1_ ... _' _ ' .. '.. ....... ...-.I, .......... '" _ ,.... ... 

eight pereent.inerease will only increase electric rates to the level 
': ... ' /'-;...''-1 A-':': '...Ilo.'- -"," ••• __ ",: _ ... 1, :.:,~ .. ~7''::~'.).)':'\:: ~;~,· .. "'''·'I'''·::I· ,.." ;..,_ ..... ,.,{.., -;...",."..,... ()- If:,... /' "'" "1.,- .. tr~'1 

of .. two.years.ago •. !n. tlie.~ase o!SDG&E~1nC'1u31on"'6:!-SON~SY2'~& :7';"-;.", 
' ...... '.-1'/. ',I ........ " ... '"' ....... , ,,J",;' ',;'u." ...... ./",') . .1 ,,: :1:....' ;:.~::.:.;.::;::.>;;:.~~ ..... ..::-.. ,...'.:.- .. :~ ,"':.:.';:.'~: t:..:.. • ':"~-:~./\"'!..>':':''''';l:',.,1'' 

Southwes~_Powerlink and the C~~ decrease would have an i:pact on an . 
_, •• 1 "01),0 --;~_"'·.I·''':''; " .. :'0# -,':,' .... \j.-:,' .... "':, ~ .::.:.: ... :; ~~~-: .. '.: ,.~-:,:.:;~.:..s .. ,:;:; ,:;::~~:, t;~(-JI~,:[" .• , :~:;:...,.~ ~~,':C': : •. :; 

average ... ele~tri.c ... and, , gas c~:to:n~.r ... ~ill ~:!:, ~~9n~ 'perc~nt ."~~~!"~~_e oy'!r 
~""-.J,., ...... ,,'~ ... \r .'~ •• _ ~.~,., , •.•• '.,.1 "~..: i ",J'., .;1 ......... .-'.J .... :_"'~ .. ~ .. ,;,.~". "'",::";...',,. h...,. "" "''1",'''' ' .. <"_1, ,./:, .... ' 

rates in ef:!eet W at the beg1:;n1:ig", of.. the,. Y~~:'-." ~'._ . '- - ...~. v' .... ·-~,,~· ~ .' • 
•. -~", *' .... "'.,.~ .. -..-.'" ..... \i II ••• ) • .! ., .. /1 ... ..., ......... ;;,;::::, "::.~':c:', ::..c : .. ~~,::= ... :(.'~:=: 

~",;2~~:::~!nt·ertemEoral ECI'::.ity_, .. , c ••••• ·. ~':'"\"' ••.. ,..:~ _ •••. ';."'.," • • u, ":.~ "' ... ? 
.... .... - .... ,~ .... - ......... ~ ........ ~ .,' ". 'W ' .. •• .t'...... '.~ ., . .;... .f, .... ,...,; ... ..J~1.,.t\ •• ....,. 

~~.~' w.· SDG&:E: .. s;t.a:tes<.%ha:t . :there", .are .. :t~~ d.e;!".in.i~ions 0:: ~<;..ui;tY.. ..... _ _ 
.. ---. ••• ~' ... -" .......... ,~. ·~i,::,' .. ',. .. ·,~'Po .. /~ .• :~'., ....... : .. ,;.: •• -.: • .I ...... , .. ......... ~-..,;.;'''' ~,. _..I ... "~ .. I~ 0':.~·'::' :.~ ~ ';;·""'f~ .... ;·;,. -:r:: ... ~ 

presen.ted-in--. the3e~·pro~ee.d.ings ..... , ~he st~!' s de!1ni t10n is... . 
••• ~ ",~-" .,' ... 10.. ".""'_."_ -.. ,. .... ".~ ","~''''''''~'- _' .. ,"" ~"':J ......... __ .~ C' ~~"·I .• " . !.Jt"JI' ,..!, ......... "'1 "\'"'" t',,"" , .... ·',...1-·' .. 

" Ratema..king options" tha.:t yield revenue. st;eao.s~ over - their ~ lite"' 'c, ..... -

... '" ,- ~ ....... , ...... j , • •• y ';"',,, .~ ... ~ ,-' .,~ ',.j .... ' . ' ... : .. l .... .,.. .:. ~ '.:., ..... '.-' :..,:.;.:., .. ;~~.... '';; _, '.~.: "',1~ .... i. .. : ;::~:, :,';:-.;" ':;. -II~ :~ -:~ ,:~~ :~,~, =- :': '.:~ .>:::~.: 

similar. .. , ;to.; the_ a..voi~e.d: .. C.O,s,t", .a,e_ ectu.i ta.b.le .. a:!?p.g. ra,:te.l'ayers, and" 
•• ,1" "'::'''''~I., .. ,,· ........ " "'" w _~.'~ .... _'J., ,,: v"".~..J _"~' ...... ,.' .. r • .... ~,",_ •• ... ,.'.",..;.' ~,}.;.: .. ___ ':'i,""' :-;~I.""I";~·:::;:~, ~.~:.:..:::.: 

other,S, a~e .. ,i.n.eo.ui tabl.e. to . the extent tb.a~. they d.eviate from this' 
, "' .. ' ... : ...... : ..... ::...;."':~\ ...... - ;, "~1.;.,','"!:/\ .. ':.,_; f ....,":.~ ... .:. .... ;..:;.HJ": ~-~: __ :'~':' :.;.~)::- .... ~-: ~~~ ~;~:::.!,;~~-:.,~l : .. c~ .:' : ..... ,..: 

pat.~.e.rn..., •• : .. E.c..is~.n:,~ s .d.e!i~.1,t10:l .. isr';~n m;'1, ;~,n~ i.~terte::1po::.?-l eq~i t~' 
is ·th;,i~'the~ .~,us~o.~e=s .. , a;'~~.b~ing -t~e~te·d::'equ3:iiy ·:~v;;;~;r:;;- eQ~t1rfu~·:;i~~'··: 

',' ,"\ If .... :.. ......... '''' ' ... iI', .... ,~.:' ... _ ,:-;.; ~_:...::.:: ';~ ,~:-.~~ '":".:,--:~' .. ::'""";..",;:*, _"'~tN.~ .. ~ r.1~~· -V r ! -'~:""'~"'r'f""'''~-'' 

ti:le~ . .anc...<o,ve.r.~ pe.r.i.Ofi .... ;..rhe.!l~ ,v.ar.1,O~ ~r.a~es:. a:-~' ~~'e,!!.ept~,;~"'. SD·~r.:s·'.'·~, 
,"_O'; .... ~ ... , ..... "P';;, ..... ,' ".,....,._ ... )~'~'"'_''' ._ ... ~ ... /.. .... ... ,0.1 ... ..., __ ,I~.·· ..... c· ,,_ .... 0 .... ':;.. ....... __ ... ...,.. .~'c.",:J~ .. .:::=: .... 1 

wi tness .. .!i:.r,~~e.r. ad,de,c.... "In+:y~~op,i.nion~ .i:t .. 1s_ .c~;-t.ainly'. not !air or:: 
'" ..... ~, r .... .,. .' ... ..... ............. _~, ... ~ _ .. \0 " •• ,.' ....... , (,..... ..... '.1 , '"'j _ ,,- ~ t - ,I#-: • ,. -:) - I"- t' .. '11," ..... __ I':) .... ~.";. 

eG.~tabl.e .. ~,~.i!. ~e a:re~. add;-e.ss,.i~'. ~~e.:-ier;e:-r .. a~i~on..al:._:::~:(:-i~s~~. of':,~3;~:e~3~!'~:, 
'--.h ....... ''''_ " ......... _ ,,~ .... ,' ....... ,~. __ ...- •.. , •• '" _ ...... ~ ... 1~ ~~_ ~ ..... \_..., .... ' .. ' ..... ~ .. ~ • .,_' ____ t.iI. __ ... ~._I:.~r,',.#~ ..... ,.,..· ....... ." 

to look at only ... o,ne~ .$e~.en~" _o~" c~o~~~ and. ,i,gno;-~, .t_he les$~n,$. o!. • . . .1 • 
... r _-",~ •. '" ... 10, .;,.,. .... 10- ".,'_"" , ........ ~_.',c·", .. >-).r~. ~~ .. .!~,_, .::_ ,:";t,;.·' ~ . .::>:.",:~::; ~~c.c:- ~"'~"';;;:--: ,14.~'~"' .. : 

~xperi~nee -:hat -:~:.;l u.s,".o~.h~.:~ ... co_s~,s' ~~: .~ut;~e .. ol'~ .. r~~~~,p::~.: :lo::.,~ .:t_ ... ~:l,: .. _~_ 
-- ... ---'" .... __ .. ··~ __ ., •• I.0.' ... ·v -"'';'" .... ' ........ , ..• _., .. , .... ...) .. < "'.",'_ .v.,:.'_v __ , .... )..1 .. .'_ 

o!!set~ .t,b.e .. gradual !'eduction ~in i.nvest:ent"...« . i 

:: ... i .... *'0' ~.. .~ ~: ~ - ~:...: ~ :'::: .::..... (..::.:;. .:. ::":." ':" ; .. ~::::: ;._ :J.~~~: .~:" ~ :"" .. ~",:'~:::.:" ~i,..~ ~ :: l":.: .. ~ CI;. :' ~ ~ .: =-:: ~~ ::. 
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", .. ,." ... ~" . 
.. " ~ ... - SDG&E';:g'tates tha.t:::the!"e.:.:a;re·:~ntullerous·:,problems. in~·u.ti:l:iz.ing::-:. 

an avo'1dea;'co'st ·:starid'a:.rd'·~·!or':;'Judgements· ;:o·n,;~:e·~ui'ty :"as::::t:est.·t!1ed t~.:.b'Y..":··· 
Dr. '::Jure;itz: ::eeoriom£st·~tor·'Ec11sori.~ Thet,procJ:e:ns'.·ar.e::,::;,:,,·:.j :.': :'.: - ;:~;::. ,-; ,; 

,.': ' .. '"'' l' ~"~Eevenue ':"re'covery-=base<I on ':avold:,e-e~:¢Ost:::"" ... ould. ".:~' _.: _ :'~. 
- ~·either-:W'l.der-collect or .. over-colleete,relat1 ve. ... 
. to costs, ac-tUall:r 1neu:rrec.;~'·-·'" ...• -.' .. ,~.~~ -~;-< ::: . :_c -¥ .. '-

'-'~' ...... ~ .. :', ,':.~:,~ ,::,~"-:-:":,,:,,,:,_,, "':..~ ... ~'~f ... ~ .. ~.:.~~·-,"_~_~!.".:. ,,· ....... ','::.;-r,", .... _ ,(.-1'."_ (' ...... ,_ '-_ .... \- .r • ...,.."'"r 
,2,. ,.' D~v~lo:pl:l~n:.t. 0-[ cheap, .. in!ra-marg::.naJ.·.. ..'~',. ..-, - .... , '" .. -

..... .... reso·tlrces·~'wo'Jld ca.use w1nd!allc'gains::.. to~.:.::":.::::~;~:~~· ~::; ';-;::. ':.' 
':, ~ :~tl::til.i:ti~s. '0'.: One of'.~.:the-:~esirable:" ....... ,... ,' .. '- _,,,. _ " _ "" . _ ~ . 

characteristics of present regJJ.atlon-is·'to' ....... "'-_ ...... , 
capture sueh ~eono~ic rents..: !o:"'2·.ratepaye,rs; in-;:: _ ~ _., _ ':"_ 

". the.·!or::l...o!-lover.ra..tes.; . __ ., ...... __ . '. .. ... ~_, . 
• , ,-, • - -'.,,, '......: ... "_ ...... <1- .. "i* ... " ........ ,. •. ' v '.... :':' ~ .. " ... .: .... ',:~ ... "'~ I .. :c ~ ... ~,~ ::- ::,: ..:. XI ..... ,,( ..... ..;., 

;". ~ ': }.t:~: ,S~or.t~ge . .o:~ s~:Pl.us.cond.i~j.ons ... 1n., .. t.h~ ?~:;~e:t .. ,~ . 
. ' resuJ.t in" Windfall' ga:1ns':' and-l'osses-f'o-r';"- ,; .. " .. " ;."- .~,~",-", 

::.:' :::: ·~·fl"r:tY "sliare-holde:r~r:a."'l'd.:r3.t'e':pa.Y',erS',,;·a.3.ike;;~.:::=.::: ': .. -:-:' -~~-

-:: ;;": .~:~ .. ~'.: 8.p.2- -: ::-~'.':'':. ,;;.:~::' ~.::,.' (·;,,'L :::;,.,.::.;:: i :::.':';.:':. .... :':':;..;:"':,": .-::; .. ::: .:,.--; -; " 
:: ..... :. :::::,4:.- ":' ~et?-:::"?-.s ~d._~;,~ an: .. a.v~,~:de:c.;!.cos:t •. e,o.ne.e;p~.~ ,a:re ... ~." , .. ,. . .' .. _ 

." '.' nec.e$s~r1l:r riskier ,thus- reqt::i'r'ing' h'tgb.er· ' .. " ' .. - ., " .. '. ~ 
.. ' .... - ,:,.~~::"",:",::,,:~~: :~e't' -;"r""- ................ ;a- ·.;' ....... pe·_ ... ·,. '" '" '.. -......,... '..' ... , -". , . • -~ ... ~w v.' ... '.., .... , '\rIt,fI •• "' .......... ~ ... ~~ ~ ..... r;.J .... '- .... .. ~::..~J.... ...... ~:,: .. '.I. ::"", ..... .1- ... "". f'o. 

". ~ ',; :. ':. :··:SDG&i-'a.::'-gu"ei 'iha~ ~-=t ':ea.:. '!'ia·r~Y'::s:e.e -he-v ~ ~.o:u:l:d ;b,~~:1'a:i:: ,.ot? 
• .....; :}- .,. ,.. --,.,..~ ,.. (". ':' :':' ~ ." ," j~ .... ~, .. - ' ~ ~. ... I .. " .. 

equi·ta.o·le' "to-'le"t' ra:te,a.ye-:-s· en"j-o:r' -t1le-=' 5e'-:-v:1:¢e::: o:e:ne~t :C~I.:a. '.l'l;.ant~ -::tor :::. 

1 9 :ie~;~: :';~:;':so" ~,m~e1? ~RE;·.·-r'ife::i3.kl~ ;arl-d~ ·n<>t :~oiitr~~: 'zo:'zu¢h;.:1t$ 'a',::-: 

nickel to-·;tii'i ':i~s ':co"'sti-f' £'n 2£9;6t:';: to- :Pa.y :!"a:-t:eS:~e'Ss ::ha:l. ;:t:h.e:~c~:::e·nX:' 
co ~t"'::oi "c' ':-:""it':a:~J::'::- ;~e' '0' .... -:0::" ~-::':'g -"'A;·.-~r.a.· ... ~.,..: ::-g·.A''f'I4.'", ... ·,f··o· '""." <: .... ..,. ---e~a"'e-- ~ .. " c. ~ ,." ... 

trJ ... I;J.~ , ~.~... y\J...... V'v. ""W __ w. ~ ".- .. ..;;Jt- .. ....",..." ""oAt~"" ? J- ... w' ... , ...... ~ _ .... ,.-' ... 

parient' :no~ 'o'ri-ly<!o£)the' ::e:itrr:e: :c=os~::o:~ tb;e~ ~l3:n...t;:. btttr e'V~ :pay:n:en:t: ~:, 
.for a., port'ion-ot~ilie ~'cOst" o:t-:e"a:P:it:a.l<:!::. ·:t.'he:-.ea'r.l:ie=:.:..C:ee'a~-::: ~Such·.--a.::: 
pattern ·:ior ~ie-f..:rn' of-:"ca?ft'a! :s.c.0"..rs: =a;"o:s:o.J;1r.tej;7--:.:lo ~C'b:i-:ng..:O'!: t~::'-e: ;,,",::'~ 

.... ,.... 1 .... ~...... """0 .... er.a.'~- '~A'" "~'~'::'''~b 0 1 • ............ ~"r ........... . cos .. S 0... ... ... e pan ........ "' .... .a.ose If;.;. ;.; .. 'W-:.-;.. .... .:.,..~ .. .:!J.w.::... .... "!:_~...:::.."!'_~ ""'_"<P. r ... Q. ..... • 

) •• ... .. .... ":~ "'f' ., ..... , .. ' .' .... • ,. • • . ~ .... It' ' _.,' ~'. ..c"'~./J' ... ...;... "'" ''':4 l..~M'¥'\-et" " ....... ,..... (",......... .'''.n .. ,'.oR... .", t' ",.". ........... ~,.,.., -,.. • .... ' .... :.anc ...:aJ.. ~":'.- _ e\,; ~S-- --r.T.' ... ·~!tD· ... " ...., .... - ... :... .... ... ,;.' .. ", '-' .~ .:~ .... ~.:- • ;';, ":',:X~n:",:'-. .. "':-

"~'~ !.~:: 'S:OG&! ')d:allenges ~~he ,:::sta'!!'r.,s· -:co'r.:ten:t.r.o':l.·-;::ha't~·~RE·.:::-N'±l':' ':~e-eP: ~ 
"" ,"" " .r.. ~ _ •. ~', ...... -. _, •.• ,..." ..... \...... ~,.. • .... , ___ .. , .. ".. '~J ......... I --.. \ ' .-

ut!li ty---tnvesto:-s -..rl::ole as -~in:g ·inaeeur3.te:;:::·U::lC;tl:r>~~P3;:~tns:t~a.d,::o!·-:,·;:' 
the;':, expectec. ;~ca.Sb. ',' ea:-n:!:ngs ':unde'r -=co nve:n:t'i o.r.a'l-::·:-a~a.ki"!lg ,,';''*'(he ,:,t.h-.e ':;.::.;' 

... , ',I -

plant' goes ~ i:ri.to:·s';:-vi6e::~he·:-e ··",flI.',:"Qe:"a; n~"",:'!ol:-::¢.~ none,a.sll ::;ear~i'~gs'~ 
Wi~h;" a..:; CO:nis51on r: s:·proml·se -·:to "pay:''!:l:lck ~i."tl ::-eas·h:so!:1e ;::20 .l.~:7t!':3.rs.::;o:~ '::l~::.e; 
in the":i~tiire: ,--:: This:" cha.nge::i:i~eash :-:!::;0'W':::,a::!'~eet$:;the'=cost3 .a.nC::.i3k~),: 

to- 1nve'3to1-s":even i!."'there,,:'!;s "li::t":.3.l:'ee::-:ai:!l-:~:::~hat;:the ~~:t'Ur~:cas!l.::: 
flows ,·",111 be :pa1~. . F'.lrther:ore, ir.teres-: and ei vidend l'a.j:er.ts· 
Can:lot oe paid ou:t o'! de!e:-red ear:li:gs. Under TRB,,. azproposed. OJ 

,... ' - '~ ...... -
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the::st3;f'!; .:..the ent!re ':de!errec.:.:.:reve:c..u.e :or ;;-asSet appr.eciation !lOV3 
"-' -- .... ' .... ,;. _......t,~ ............ 

th.r.oUgA to.:..the·:common -;:stoekb.old.er,~·~al.~ho~gh~t:h~:-:~a.~:~f' :::~~tl;'r-.:~X:V.i; 
which it is ealc-ctl:ated:.:a.:pplies':to a.. ba.laneed..,finane.ing ... ,porttolio .,of ... '" 

, • ..... -. .. ........ - •• ' ... "W' ' ..... ~ ..... >I, ...) • ., V' ."., 

the utility •. : ~In·~the:.:.e3.l;l:r sears.,'i tlle,.i~eom,mon:.~-;~k;.:~i.·~;9:-en~s r::n:s't b.e 
paid out Of~'re3i;ei.sh,:'ea:ni:lgs·:'tro::it othe~~a.sset3.::reee:tving 

: :: '. ' -: -: ~: ~\ .. '::... ",~ Jt.. ~ :::V.-:;~' ,Z .~;:- ~~ ~ ~, .~, ~ 

conventional rate treatment, depreeiation or deferred taxes. SDG&E 
....... >;~ ... C ": ~~ ... ~: - .. \~ -: .~ .. -. ... .-- ~ ~: .. ' ~_! ,: .. : :~ .~' .:, -:: / .. 1' .. :::,,'~:- .,. ~ \~ f7" •. ,.' . ~ 

argues that pa.y:nent3.c:ou:t~~o!.:a.ny.::of th~se s~~;-ce~:.~~~~~ harely 
• • . /", " •• /' - • ~" '. f'''' ... , ~ '" I" ,- '. 

l:ldlcate that._ the '. i:lvestor'is··bei:lg·::ac.e "N'hole- on·· the':: SONGS ':X):-t!on 
,.·w I ............. ~ ..... _ ..... :,_,_ .. A<; .. '-.... , ..... ;. ~.:-~ '~,-- ,"'" ......... , ·~-t·.--i"'oJ ........ ,....".r.#'. .. 

ot this 1nvest:lent~ 1n:;.tlle-: ~tilitY,:' ~ _: ~::~ .. ~::~. ~ ".~ ::: ~ ";.,;:;.;:;, 
SDG&E states that the s~a:!'-: acl6io~l'eages~:thit: i:c:ves'to:-s 

:"' r.;" : ... -- ....... .... t:\,...'·.... ...,,' :' If\o"" .. - :. .... ,..,.. I"" J •• • ' .'1' .......... "" ... r ~. ... ;..... . ".. . 

also ~a.ce the ri's~~:Cf'~tu.r'e;·reg:o.latoty:aC'tions.·}'~J!lle-"~i=st ... risk is 
.. -- '"""'".' .............. ' .. .I,.. ..... n' __ .01-.. ..... :..: ~ . ..; .• ~..-"~.:...: .... _.!o\ ,,~.; :,;"..: •• ;~~: .. "';. 

that the Commis'$.'ie~~'·w1:1l·,:.e!:!'ee"t1.v.~1:7:; tak.e~ ,awa:1 . .:.-3. ·~.r.:t_i:O;,.n of the 

deferred eash return when it comes due and the plant:~~~still tullj 
"'-.. -;-- --1"-""-1","". - ....... J. '; •. '. '~"" ..... ' .... :~.. • -. r'" ,. 

and etfecti vel,Y:. ,Ope:·a.tl·O)i3.l:'~:: 1:,h.:e~: :$ec~ond.:, ~risk.'·is ·wb.3:t· 'the C<>=ission 
.......... r· .... ' .... r ............. _ ........ ~ ...... ,' t._ .. · ..... •• ··-,...-'-t:"~r~ 

will do it the pfant 'dO~s: io:t-.·,·peiit>r,:l :~o~:;':i~~:~~,l"~~~,l)je,~ted li~e. 
Sh:ota,:d:<~hi':S ;oCc:u.r :in .. t·h-e r29.:th· :l~.a':.'7 :the -Co=is.sion.:,{.!.ll~.~~-::aced with 

r .,. - .... " -. '- .. ~ ... - _'_,"', _ .... 1 ~.."..,IIJ,...,'W'I> 

a ·:ra.te~ :'bs.se !c.ec:i si.o.n:. ,-o:!~ some: -39' &, ,c·11l-i-o.r. u.r..d.e:-., .!PJ3'.~ as \ .oppose.d.,. ;:.0. , So 
r ••• ~ ~ \ .... • t" - ~ .. .,. '" ...... ,,:.. •• V",," '",' ""_ •• ~ __ .. .:..., _'- ... 1':':.' 

rate .base-:;.d:eei:sion: :(>!: :S2:1--o ~=:i,ll:i9':c. .Jlnd.e.: .. eonven::t-:!.oAa.l. _:-at.~ak!~g .'!5'r. , 
SD~"'3-~il:l.v.es~en"t 7±tkSONG:~-2.&:,:i ... ··~,?~·i:~g·..a:. ;;;~;;i':~;=i';~;d ~"':':'.': .. -:. " 

... ,.... ..,..,......... ~ _flit", ........ .., .. ,.... _ _. _ ..... ", _..... _ ... ' .,';. .......... ; 

decision; ·0!·:;~9'ttt' -:ti:tes: :-the-:z:a.gnit~d~ :.une,.e.·:- r.~3,,.., ,in:v..esto=.s : "N;o,uld. ~ "oe,~. " .• 
'._ • .,.~ ,.,·,- .... ,.:.._.,.. ... fP, ..... _....:...' .... __ ..... __ ...... "'/ ~ ... ~ 

con'c:e,'!":ned~ ttat: the: Com:c:i:s:si:Oll" :d~~ :ae.o'p"-:~ :~r:~,~x~~ie~~~', ;;~c:;. :~'.":~ 
co·ncJ;·.;.~ing '~l:.a.t··:!u'l~j;.;~~~:-!l.;O'! :':t.ce:::d-e.~-:er..;:-~~ ~j't .:~~ ~~~P/~~~':' _' ~ ~ 
eond ~, ... .:.r-o';;""l ~'!"!'lOn. ·-.... e ...... ...,.sP; ... · ..... e:..I,..,.,.. ... i,Y'!D '.A_ ~·e I ... ,,,, eeo"'';''m'f "" .. 'f'e 

'. "'. ~ j,:.-J.' 'oF ttl.. '~ "We"",' .... w;. """"'·.V~._ .--o; ..... _::--' .... .:.: • .t.'-';,.i;J::~ .... ~~ .. ~ ,;._~ .. _"-: .:.~_~ ... ~,,:," :'~ ... :-
.... ...e:. ~" ":;'~-'~"", f"~ i'''''' 'S· ."."" -~"""a" .,.S 4· ~ '. , • • , . .; ..... '.: .'-*-4 W" ...... .,~ • ..,...... -eL .·.;;;Il .... ·'~ /.\ .... 1.. 1··.4".,.,. ..... ' ,.;.- ; .... " .... _ .. ~ ... ,... ,~ '_~... ... 

. SDG&E a:-g..1es· that the ~:ni ti~r~;';~';-j:~:~~~':;;~!!':~~{:r~~~ :-J:; 
-' .. - .... - •• .#, .... ~ ......... - - ... ,,,,,,, .. I .. ~ .. ,..I ... -.. __ 

is.':tlie :e~ctl.at:2lg::~:p1.:t~l1:~c~i·n.t~re.st:'~·.;.i·th l:econociC~~ici-ene7. St~! """ . -. ,~ ........ '~ ... _:.J .. ' ... _ ..... J.-.,; __ 0.1_".t 

c.~!':i;nes·.'econom:te~:ef!.,i:C:i:eney.~3.S:.:.:x:~~~_ting (,!!"o:. 0::-,ga.::Uz1n5_.co.ns=~tio:c.. 
, • 'L .• r .-..(1 .... -' ,.' __ ... "" ""; .. ., or.:;. ~, ~ ... _ '..,'" _ .... ~ .. JIIo. 

and ",?r·oe;u;et'iol1:"soPt'.ha't .. ~tO'tal ~val.ue. ::0.:" -:"o~!'l~~~~':'~::~~~~"/~.8~,n ::~.~~ ;;;?.~g.~: .. ~. 

:-~:':by::soc:i:ety.:;±s· as g::eat ... ~ i·.t ~~"t.:~e,. ':, -;~~q.~;~",.~e.~n~;t~~tt(1~i.: :~;'~.::: 
SC!lr.!~:l.a:l; .-:~s't.ates:.t.hat ::e,eon~ic ::e!!i:e~encj::.1las:n~t~1:;g; :;~...::S~~~ :h:-:~:r 

de~:;n!t:t'on or ::~re!er.e~ce :·to':be!1e!~ts ~.:r,e.alized ::1n:. the ~·long.,.::':m .. :Oy'r.~· _ _ 
.. , ." .. ~ ... - ... .., ..... 'P ~'... _ ~,j "" ~ ~. ~ 

soele-=:r;;:a.na tha.t::-:l.ea$~:"e3.to~("socie'!;y~·~ "N'el:a.re;at:e no.t~1~&~p..~,:;,:;:;:", 

- .10 -

..... ,./ .' 

. 
~o :~~ ~JL= 0: =~~~~: 

/::: .. ",. 

", 

•• 

• 

• 
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~.~ 

• 

• 

.,,: ... ,'--., _',,.J ... ~';I~·''''~···''''·""",(""",,, ,..'*. '~\1':" ... "';'". ... "' ... .,. .... , __ ••• ,",t.: .. , ..... "'-.., •. : ... _ . ". ...... ",.... .... 

formiiized."·vaJ.ue~·jud.gements ~ on -'the -pa.:-t .IO'!: the ~ eeone;mfs~3'~:- ~ 
,,,::::~:,,~.:,,>~., .. t ;~-::-~.,..:,: -:~~,~."l~;ow.~}~,_",",: r_",:\ .... j/":._",# .• ,..,~- L.:. ... 1..J'" ....... (...,.,._;.. .. /.,.. •. ,.. ....... _~','~_ ..... 

Dr. Sehiffman, proceeded to expla.in that" 'a 'st'at'e -1'n a:l economy ~he're" -'; 
~. -:~: ,,~. /-:. ::- - 0 ::: ';."', l~. of': c,' It ,,;,::-~. " .... ~. :" ...... ..J.oM. ~ ... .r,' "' .. , ~.J."r-" r. - 1" ,.. _, r:' _ -, ... ~ ,-," ,', _ ., ... -.,. , ..... ." ,. _ ~ ,..... 

one. person has all. the'"goods and 3erv1ces" is ;'-'·str1ctlY'."'speak:tngy ··an :,,.;.=.. 
'" , ~.>~" '~"". -:··-.· ... ~··/~ ".,.,.' ..... ",""" i",,*""''''''' ",,~, I:"··,}'-.. ·, .. ·...., .... '" """...,. r'" .. ",~~ ~ -.,... ..... -. f'. ~, -'f"o.,; .... rt-' 

ef!1c1en',( sta.te;' iio'W'e~e'r; "no "one'...,wo~d'-jud:ge~thit ~sta:'t'e 'to 'be:":one;';' I. ~:: 
"'~-::""':::'::--.. ,._~-' ::~ '::'i ... ~ ,_~"":-, f\...:' ;\~P , •• 1";;. .... ~,~ -~ ~ :::~. _".~.,,'" ._ .... !I,; .-,,..IrIi ...... "'" r _ .... , ... "'.+-

which maximizes society"'s welfa:re-~ - ·There~ore, ~ Dr~-Schi!!ma.ri"'··· -'.-.~,~. 
,..:~ ::.,ri::·~·.:·~ \,.;~~4.~:,....:..'::, -~~) ''''J': ~,' .. "-/ : .............. ":I'I.·f ... ,.... ...... ~'.\ ....... I,',,,,l·.,h. ~ ~ ".I~1 "J:~'-'")"""~"" "'T~"'P'" .... .:, ...... ,_ 

concludes ~:eha.t matters of 1r:.tergenerat·1ona.l"equ.!ty -are :!nsttt"'.lt!onlil···· 
::. ~ :i·:, .... '-.I:.~~.~; C,,,;',:,",.' .. ;~. '.; .... /: .. :::::~·' .. ~ .. :,;.::.:~;.: 'T;;::~ ~.::'.~'~- ~.:r ;..; "", "\ ,.. .... :.:',.':" t"~-" ~,.. . ~ ,.,' ...... " ~. ~ ': 

j~dgement· tacto:-s, not econot:1c ~actors,' anc"tb..a.t trad1tional-capital-' 
~.::., ..... , ".-:~~,,:.,,~ ,I '."'."':.. ~ ':':: :~[~'-:'-::o: .> ....... - .( ... .I.:.~ .... ~ ..,' _.-:,J .. ,.", .... :""'" -,""'" ... ~ ... ,..,..,.,~ ,...··,-.,-1-,' .. ·',..; 

cost recoveries meet the. requ.!recents of econom:rc·'e!~!e!ency. ',J .... ,~ --"--
.. : : ",'" ,': . ",. -: .. , ,.~ "./:- ;.: ~::: :.;...:: '.:':. ;:-'"':! ':.. .....: /'., rJ. , .. , ~;: .. p~ i'.~ ;"," --:- Ir ... ,...... .. ..... _. _~, ... ,. _ ~ r ... :" ••. r'-I I'- • _. _. ;. r-"'\ 

SDGee also argues ,that th~ exigenc1es'''a.nd - adva.nta.ges"o:t,;.a.~--
~.;, .. ~.; · .... ": . .::.:;:>: •. '""",40: ._ .. ~::-:"" ~:·_ .. r\"."""":-,;", -"1.-."';;' .. \ ... , ~",,..,. 0" -, .. !PIt \...4'..;" "'~"'~"_' 

pa.rticula.r time have led-either :-s.tepayer 'groups "or ut:t!1t:tes'to' -." ., 
. propose changes t'rom tradi tional rate~-ng-eo.~.c.e.p.tsEvh~n':;-'~,h . :~; 

"" .', ..... -'.."' ...... ""'". _.- """"'j~~'''''_ :;·,-;."rj _., ~",:~., ... ,.-. .. : .. c. ",,' __ ,.,,..:~ ... ,. "'~I..Ito ..... ~.~ ... ,.",,> 

ch3.nges ~ ap:peared ~ ~o·'be"·3odva.nta.geous-~t6 the propo$e::-~'at tie~t!me. 
·'·r:,~~· ;'-' . .r, .... '~ .... ".,.;"( "... ... "': .... :' .... ,...,~."..,....,.(": ..... ,~ ~(',_""''''''''' _ .. r ... ·~ ..... ""'-"""",-." ~I-'r'-,. "'_*'.' 

SDG&B- no'tesw 

that- the'Coml:i1'sS1ori."hi$ 'Cons1st'ent17'deC'1'ined;::''to~ make -- ... " 
.: ' ,....,.. ...... - ...... " .' I .... ~ .. ~c .""... ......... ......, _ ,'" • "', ... ~ .... ," -,. ~\..... .' .- ,.:' i' _.~ ... '- ~. ;-. ,_, _"""","'" r ,.... _ "" .. h..... ,..: __ • ", 

s~cll' cnanges and'~ h.as" conti!lued~ to" adhere· to"1 ts~· policY' o!" sett1ng 
::" I> ~, : _:. ",/.~ ;.- - ':~.' ::' ~ -: : !:.... ."'!" ~" ~- :~ ~ ... -;-: c.~ ;.- -. :.." "- r.. " .. ' '-A .... ',.,... • ~ ... {-,....,.. .. ,.... l ".:" ....... ,. _ ..... _ ... _. .. 

electric rates on histo:oical" costs les's' ·c.e;p:-ecia:t'i:on:-basi·s';, .'./ .~~ . - ",.: . 
;'. ,"",' _ - ....... '............. .... _ .......... ' ... " o.h-. ,_ ,#-\ ...... ,... '., ... cr-, .. ~. r\ _ .,~, ~ ~ ,..... ..~. ~ "" ."' .... ,_ '. •• '. 

One-" 01' th"e' a<iv'antages' claiced ~ bi'~ st:a.!'!,!o~-~ TrG' .1s~ t~:"i t·,,:, , 
•. I' ... ,. ~ r" ......... , '*-,. .. ,..",.,..... ", _,... : ......... , . _ ,.,.., ... ;.. .. """" . .... , ,., 

eats, . ra~(j~a1!f: to~~s~~ ~·o~E-!i~~:. o·l: w;at ~"i :: . ~~?~'~:, ~~!-e:;:: -dn~~~~ ~ : I; ~ ::' I~, ~~ :, ':: "'. 

11' ••.• ,- ..... , ...... , •••• _,.1 ... " ... ~ .. Oj_...... ,-..t.~ ....... -t..,/Io ;"" " ............. "" .... , .. ~ .. / ...... '--, .... ; ~ ...... ~ ,.,. 

conven:t.io.~~ .. :-atem:ak,ing. ,SDG&E arg-J.es tha.t this s~:iings'~'i's- not~·C:':.le ',-
, .~~,,-,:,: ~~ ... "'" : >: .. ' : ::..r:.:,;:', , .... :,~rj.;.:·J .... ~ .. ,. .... :I~ .... '.h '~''''''''."., ." -:- :'r'_-~"'.:."_"" -/!'t ,....._ ..... j ... "': .. ~ .... ,.-:: 

to an:! ::l3.g1c ot TR3, bu't :-ather is d~e- to 'tlle d:e·!e':-r'al: o'!'" pa:r:'ent's~;·;""'" 
~~.~>' .. ;: :.,; ~~,~,:"'::, :','''''~:·::-7;''':· ,....' .. ~ ...... ~···:··r,:~: ..... / ... --, ... ~-.":' .. ""'''''"'":.;..,? _Io-.~ :':",~,':'~:/~-"''''''' 

and the stn.!~'s ass':%ption that the !r:.vesto:-"·s"c.iscou:l'~-:-a.te'1s·-~- .-... . 
.. ... .... ..... . .... ' :;' /; ... .' :". ':.::;.. ~:...:. _./ ..... :... c ~~ ~:~ .:....~C' s:,.;. .. _......... ~ ~J ;.~ ..... ,I·' ::...... ~.:... ~ '-:·l'. - 00'\11 .,~; 1",... r; .• :.", ... ,....,..." "I''''' - I .... -

higher. th.a.n~~h.e, cost o~ ca:91tal ..... !f- tne- o'pposite ·we'r'e·-tr~e·;v", ,.~ ... '", 
... __ ... J ...... ,:".- ~.~--:- ~.,,-,. .. ~,. ... , ..... ,.'"""'~f1i",.. "","':_ ~ .. ,.." .. ,:... ..... , ........ -::-.,: .. ,~':""r'." ,....,,. .. ;.. .... , ... ..,,~."' ___ .......... ..,; 

.ra.tepayers would., ti.vo'r '!13,:i1ng-"of'f' e'a:ol'ie:-:" ~"~hils';'" the' 'entl':-'e-'s:a;vi:g:s" ~ 
~,:~,~:~> :),. ... :.~·~:,~·t·": _,:,,,-.,,.-.~~., ~ .. --:/ .. r:r~"";":' """r, /·"· .... ;1....... ... .. /' ....... .,. ... ,... ...." I'~ ""'r ......... ,; ......... "': ..... :.. . ., .... ',..._. 

toratepaY,.ers trom TP.3 'is co'ntinge'n:t· cit:. t::e" rel."at'1"ollsh'!.'p'- "o'e-t",{een" ::0·"""-
.... ';,:"''''" - ,,"",,, ~: ""- .10. • .... "_", "", " .... , ~". ',~ .",...... _.', .... - ''', ~" ;., ~. --. _ .... "'"" ,.. .. ~..... -: ... i'"'> ~' , .,,... .,- "'. ;.. """ f"'. #' :.. ,.. w"o.' - r' _ 

:llch 'tb.e~ rate~ay"e'r hSs'~ 'to 'pa:l t'o" de!er' 'paj":l'etl:t-"ind- ·th.'e" '=-a~'e· '~tl:!.:iz:e4"-
:...,... .: .. ~. , .... ,.,.. ... f"'I- r''':' t'" ,.,...r, ... · t· ... _ to discou:lt th,e va:-101!s st:-ea::s o'! :-a-:epajer' ila.r-en:t~r .. ~"'" .. ~ .. . _>, ..... ,', .... v •..• 

...... .... ..... "j -.1'" - - ."" ~·4 ..... - ,.... "' .. r. ....,. "'-1 ' ... ~. i. .... .... ... --., r .... "' ... t: . ...: _ .".. _ .• ~-. 

~.' ' ... ,. 'SDGa~ -ti.:::g'i.e's 'tbit-·tl-::e'· s'ta:::~-s~'Use" Q'~';a.."';'::' i:::v·es't'o'r-(e!.zcO~"l.t 
:-"~::,;"'::- :";..'r;> ~:::-:.:..;.:/: '2~:,:~:~ .~ .. :. .. :~,,~.- ::':"1"" (-',"':-- ,.. ..... "'~'~'-'~fTO\~''''.'\-r-_~,''' ;,,~_,..';., •• _ 

tactoris incor.:-e.ct s'ince ratepay'e'r-s "'ar-eno't ':iaki'n"g .a;r; "'±nve'3t:en~~' _ ... -'.. - . 
. ~'~:'::':' .. '\..;;,.~ :-.:. ... ~:-- :,·-,~>;.<>=::;c:·.:. ... ~ to",,:"::: .. ;It#-/> ..... , ... ~ ';""r-, ... ~~ ..... ,~r :~·,; .. 'I .... ....,Cl";..,.;toJi:'·\-(."'\-;-· •• ·f·' .... 'r".,·.,....~~· •• 

de.c.i,s,ioll but rather an i::.surance Co'e"c'i-s'io'n'; 'tMt- i's'~'" i:.o·.('·'=~·c:' '-::0·' ,307 ~ t. 
-=.. ~.: .... , .. : ::: :-: :-' :. :- :;.::; .. ,.": ~~~ : ~~ '~ -:: I~:.~ .. ~:. ~~ ~ 'r : ~ ~~ ..... , .:-... ? .~ .... '-4"'; - /¥'."" _ ".:.. ~. ," "" :. ~ III' ~t ~ r~:" ..... :. r, _ 

t;.~~,: ye.~~~s~ ..p'l.1.i}lg .. ~~~:t_e:-. '" J~4~i ~~~cb- ~.".:·i:l~Ura?;:e- s'i"tuat!.-on ,i) :SDG&E" -.,~ '. 
ag£ees: Wlt,h .D:'''':'' Ro'Ii~·s t'e~s-:1=o-!lt't1iat::tl?E?~ris1C~r'e~~;'a~e: Qo;i..~=n~e~~·;:-

:". ... '.,j J.' ..... ~:.} .J ~.:::.: = ~~ '.,~ :"' .;;: : ;. .. ,: .:,:: ~" ::' ", ~ , :. I ...... " < - ....."" .... _- JO_ ?"o.... I"" ...... (" ...... , ...- " _ #6. _ .......... ..,1 ..... ; _ ,'~ 

is the appropriate ra t'e t'o '·b;e- used" . us'lng~ sucb: '3o'!"isk' ~!:-e'e "r'a'te; -:heo' 
$750 ,:Lillion s3,v1::.gz !or ratepayers clai:ed by the st~! u.nc.er.TR3 
"lII"ill become an a1:Los;t billion dolla.::- increase '",he:l the incoc.e· strea::s 
were discounted at the ~ro~er :-atepayer discount' rate-

~,~~, -
- 4; 
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any tinal imp±em~nta.i!on o!'::TRE';~:::F,a.fl-3.fe:t6'·"norma.l1ze:.·the.ACRS 
... '~~".I. w. \_,',-"' .. : ~ ~:."'''''':: I.:':;:';; ;:'.::.,''1,' : :.-:-:. "~)"(~)-:;',:,,:;::,:,:,"';I::: 

bene!i ts properlY' would.'·;·,'resu!t. ":'1n ';,the ·:·loss; ::,ot: 'jAC;.s-:~n-: the SONGS 
.~ ,." .... _ ... ::::' ___. : ... ,", _ t' (. " ~, ,.., 1", ,.. I ;.or ...... ", ". ...., ," '.. .. ..... ,-

property and -' :!af;~!7e::·~? '/~~~P~::~Y~:,~l?~;t~~e~~ "~;~~~~~9,:~toperlY would 
result in an even greater penalty, since it ··coUid..~r:~s{dt in the loss 

of all. juriSd1cti~na.l.:.:inv,estmel:lt·ltax::;.ere¢its.; ;:'~-::~j·,>:-~8:!:;E • S 
• , .,.. .... ;~ ", ... " ~.... 1(" o'¥! " • " . • j ' .... 

Should ',~FJ3~e .a;doIJted~ "it-'WilI::b~vnecessarY'~;to hold 
..... ;.,. ... ' ..... : ... , ... ~.j:;I'.; ~~:J..:~:'.::..~: ;,:-:;:>...:,::. ::;:.::',~j~ ,. ~:, '.; ,:,:';,..~,~:,,;.-' ,~/).~:"~; 

additional hea:1ng-:!'or·:;adoption '0!-:8Jl ~~"la~;~nz~~~~~~c~d, 
, ",." _ "'. __ ~ ..... " ,. ........ r""'" P' If"r'''''' .. • , "'; ~. r ". -1.' _'9 • 

determination .. of:'tlie"l·ad'di tiona.! rfsk -pre::!= I'~ec'es~a.ry·:'~ ~R3 also 
',//,:, ::.I::''''1'~ ..:::[.~ :~:J~~' ... ':.~, ":.:-":: ""f<,:: ':'c";J.r~ '~i~~.~·~~ "{>:J)~" 

o~ll add to the complexity of general rate casez~~o~e~~~ngs beeause 
it would require;, two,: classes-o!~asset$, ~'the .. retilrn·.Ol:l",eaeh set o~ 

,."" ~.: ?,~'''''(''',~:,:, r' ..... 4"~ .. :-: ......... ';J-: . .... _ ~~.-... ~.- ... . f_';," ;::':~,:~ ....... - • '" 
assets woill.d. b.a.v¢ :to··"oe. cons1'd,'ered; se':9tr:a te-l~; and': ti:tally, the ....... _ .... ".. '''.. _ ... ~.;: .... ;.~ ;~).,.. ... _. ~.' ' .. ~.):..:. .;.:; t."1::: ..... ,,' I.~.\:-:':;" "' .. ,.,,, ':' '_w" t.:' ;::; .. : ~ 

Commission would.::-no~;:only:;ha.ve ~o~·ado:p~::a;n~:inal~ rat.~o~·! retu.rn, but 
... ~. _,..., .. ~"\".' ... - .. " ", "\ ,... "~".. ,.-",... ..t. ,. "r '.". (" ",. 1- ... -

also a real rat:e. o!':.r'e·t'llrn •. ·.~'~R3~·a.lso 'r111·~req:o.1:'e .... the·' esta.blishment 
,.....' ~....: ...... ;.-\}.:'" or. ':.: i .. ';,'" ...... ':..,' ... ...:. ....... ' ~:, :.. ... ~ '" ... ~ i .. 1::" ':"':":: .:~ ":': "':' ~\ == =: :' 

of another bala.nei::.~aeeoun:t ~ ill": o,:;,der::to:. trtie,:,,;ll>-:the::::cash ret~rn on 
,A .... :.~ ""_ '_~ ... _"I"'_ -: ............... '._,...,....:, ... _ .••.. ',:.. ........ ,,"f"', ~~ 

the estimated app::e·cl:a..::ti.on~ o'n~ !"a;:e:: :03:.s~: e.tt~· '::9~:i.n!1~~<10?:l which was 
established in a:;"~n;r;i ,!"a.t.el

; cas.~ a.nd~~.~h.~: a~'~u.a.i;;.r:.a:j;;·~2.se increases 
.o. , .... _ : ..... ,'" "",.. t"'- ';",'" ',.:,,....,~ -"'''r r f/¥""_ - _ r _,....... , _ r.··_ 

fro:!. recorc.eO:· '1~n!.'lat~;:o:o.:~ .•. :r.l::.~" ~:.r.?-e.::tl)"'·:p_r¢~S"" ~11'l" ?-ave- to be done in 
•. ..,.:"- ........... _.0.1 ..... #_ .... ..-. ..(. J.. ... .." )..... ',>I' ... ~*j .•. } :'1", .• , '_1#4 ,:.~ .... ~·.I::~'I-;. CI:; 

an ECAC rate l>r.o~~e.d:i;ng,.:, t~us~":!.u,r:.he.t:',::~9mp11~a;~i~~'~;;~ ECAC process 

as well ~ .. ;.: ~ ~:: -=~~~~:~ ~ ;~ ~L ~ '~;.-: j r~:'~~~ :':;; ~:~ ~:~~;.~;r~~~1~ 
SDGa eoncl~c.es that o'! the th:-ee rate::.aking options 

recommend.ed in this proeeec.ing, conve:l'tional rate::.a.ki:lg is clearly in 
the long r~ inte~est o~ both ~tility ratepayers a~d investcrs. ~he 

seeoc.d best option °..rou.lc. be a li:1ited ter: phase-1:l under the MAAC 
'bala.r.cing account should the CO:l:lissio:l c.eeide that some ::0:':1 o~ 
alternative was necessa~y. ~RB wo~d clearly 'be in!erior~ 
D~ Citro! Sa~ Diego's Posit1o~ (City) 

City takes the position that unc.er nor:al c1~eu:stances, it 
would. agree ·..ri th the ~;;ti11tie3 'that conventional ratecal<:ing sho-.:.ld 
apply to the coopleted SONGS r;.ni ts, howe .. ter, SONGS 2 & '3 do not 
,resent .a. case ot nor:.al circU:lstances tor. the tollowing re.asons.! 

" . 
-- ·~43--
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:,;,~;:::l. ':.;:~he::eomple:ted~cos:::~t',;~the~plant exceede~_:the,_, 
est1::na.ted cost -",hen ~he plan::-was "'!1rst· -- I •• ' .. ,-

::'.~ ,:".~: ';.' ··c·e··rtl'.#i-·c·a,;-........ > "'''1...,.,. ~ A. .... e- ~'t .... ,.. ""old' .... , .. ·.n..·.,...l .... " "r· ... '. -'- .~~. ,", '" -' .. _I" ••• l IVC'Q. -UJ ...... ..,..,~ • - ....... _.,. ...... fI .... 't;;if'" ' .. ____ .. ,..,' ...... ..:, 
.. ' .~: -: "::- ~ r~~~~blen~s~ (,·n.~l .. :e:._cons1de,::ed. i!l ~:'\ ~~ . ..,2'" ,. A 

. ratepa7ers. should not be ~sadd!ed !or-eost- - ...... ' 
... ,'": .... overruns;.::',:):' ::-~ ~~):.:"":.~:: t ... :t: .. ~';I":l:.~ «-;;j~.~':~:;c;":~'1 ::.'!:Y·'/(., ~«: 

,-. " ,~ 

f"''''' .... . 
..... ~ .... .... 

'>"'~'; .': :.-:~he::-2:.t!l£tiess·projected~ cOm:lercia.l:;·operat1on.::-::',: :.:;. ': '.,' ,-
::,' ,,:.:!.~.r.;·~ONGS 2..~.J~e.-.,i97~ .. ,a.nd",!,or s,on,Gs· ""as ; "_,'" . 

JU!le 1976 at the t1:e acert1f1cate of ptl'"olic .. Ac

' • "~~ . 
. . ' ... '; ':: conven1e.nce:::a.nc.~ n.ecessi tj to~·· eon.s:t:-uct.:,,: the:..:: ... · ."::. -. - '- .. - ~ 

" tw:o.:!ac.1l1tj.es~·"'as req,ues~ec.. ~Ae:t~~.,." ,_ r~ _." • .... "', 
_ .... L .. ' ....... 

. co::iIi!.ereiu' o~e·ra.t'ion ·C,'a.tes- wer'e' ·A:~.lSt'" 1 8";'" _ .... ' 
1 .. 98:;':::f'or::SON'GS';2:,a.n.d::-A:pril~ i ;'~.:l984.::!o=~ SONGS::: ~:.' ,-:-::: '.' 

: ',,; •. ' ,:,X?-~,~ ?lld;e!"e,sti::a~j.n~.ot TI,ow,e;-, ~~a.,,!-,:t~ __ " 
lllanning and constr~ct1o:l'l'ead' t'i::-es· and-" ;:".-' 
falltire- t:o: h-old:~ constr-c:tion:':.on s.chec.".Ile:::. :~.;.. ~; '.' .":'-._ 

. . : req:u.ir.~.d,>~u;-~;.g. ;.o~!!_.e~'P_e:lsi:ve ?il" .and .. , 8as:. " :.: ': S~' .'," _, .. '. 
, .'.' to genera.te ~b.e energ:/ I::0tavaila'b'le' '!'r'om- -, . 

.. ".: SCNGS:~'2': &::·'3·.~ :':COl:ple-t,f01l: cost,s:'" of;.;:th~:·'Pl'a:n;t ' -' '''.: ~ ,:, ~.':. ',., 
were further increased by add1tiO'::al 
!i:lancing costs and direc~ cost eseala~1on. 

:~:-;:: ~~:~~=~:~~ ~0:~~ 0~: ~~ ~~~~ ~0=~:~~O~ Z~~~2 
- . ... "', r ". ..... ~. .. ... - -.-

... -~- ' ... : ..... ' 
~ .. , _'_ oJ,~' ..... 

~·:,.I~"'·'." "., .~.',-,' ~,.,.,,_r,,~:.,., f"'oI" .. " " ~~ ~-" .. ,.,.,_.f' .... ~ .... ,,~;. ~ _"~ f" l.. ,. , l' .. 

",,6 ~ .. ~ ... ,-~,'v .. L, •• \',,:,_ ,.A. ... ~:-,. •• ~"'.,.,-.; ........ ' ':,,": .. ".1"',",. "!"")·'-~·I" -""'I".~"~ "''''-r,',·'_ 

_ .... fA· _ (, ~ ..... , ":' 
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If the Comm.ission,...s.hould _,alloW' .. con~.e:l:~1,~!l8.l rateaak1!lg tor 
- -"''' ._.)-' .......... , ... , ..... ~ .......... ,-~' ... ~.~_ .... ~.:.'" ........... :~ "-I-:~.'t .. ~ 

SONGS 2 &: ;, the:-p.r:o.j".ect:..be'comes: a:~cia;l;'lIo::ta.!l:za::-:!cn:: the 
'- ~, "'I";. '-l - .... ~'. : .. '., ;':'1 "" 1<"'" _. _ '" - ~... r. .. ,. ........ " "., - ,,,.~,,,,,,,,,,,,,,., r. 0', 

utilities a.:ld· t.he.-:pr6ble?ls:'t~t.Ya:dd:ed:~t.o.,~"th~: .. c.(),$t':~~::S.~~GS 2 & ; will 
,,'" _., ..... - ............. ,._ ... 'O- ........ ,~ ..... , ......... ,..",._ .. ,- ........ ,., ..... ~."" •• l._,i.JC. 

bene!1 t the uttl'1't1e's.~; ti::.v.cst:or:s. J:ly. ~add,i:::.g;.:to: the:i r ;ieasli !low a.::.d 
.... ,: ..... : ___ .... , I.~') , •• : M· ~" _, '-'.~ ,r~ ...... " .... __ ," .... _ r •. _ "..........,. _i .... 

cO:lti:lue to ce",a.'.long: rU::l.~"bilr<!e;,:~o ,~th~;~a~e~ay'~;:~;·· :,.~v~,:l nth the 
•• ' .... ,. T ... _.' ... ...... ' .. ' '-" ... ~ or.... '......,' w oJ, 'oJ •• ,.' -. • • ..... ' -41 .;. ........ '1 .J ~"T' ...' t. .... r: ,.. 

adoptio:l. o! the ,~s.ta~:r~s- ··1?3 ::.ethoG.olo~;.; ~SONGS 2,,:& :5~;w:i~1:l eorl.'~i:l~e ~o 

be a burden t~:t~e':ra.t~p~1.er.s·; :'~'bu:t~'ther~ ,.~~{il :.b~:=o::e~ o~ a bala.:ei!lg 
~' ... ...., .... ' ....... J •• '.~ ""N-. :., ... , , .. e. ~j.:;,.\.,~, t .. '~' .... __ ~,.. ~"::I.,.J. I(,J :;;.:.:. 

o! c\:.rden a.:l.d ~·b·e:le!:tt ::-!or t.lle ~ttJ;rt'1es S -:!::ve'sto:r.s:. b.:Fo~ these 
"':-- ~7H:':~ '":" """""" "_;' _,....',_.'~_., ,,,. ~"!AI .. 1" •• -.-. ",,,,,,~ ,.,.,,;- .--,-. 

rea.sO!lS the C1~y;:,.su:p:po'rts;~the"ad?pt;o:l·~!"'~ ~~or:~qNGS.:2 & 3. 
1:' S -P'-p', ... ;- , .. '~ . -:\"~:'.": ~.:,.:~: :~:~~.;~ _ :.:~~;~~_h;:q_ ~'~,~':~~I~ ... ~;~~:.:: . 
.oJ. ta:: ... s Pos!.t.won,~~"-- .. ...: ... ~ _'_.::: .. ' .. ~,_".'w.; ...... _ .:.~._.",,;, ........ 

, • ~ f , ..... ~ ~ .... , ........ ,~ ,.. ,", ...... _ ~ -,..,', ___ • " .... '.. l: n "..', ... ," _ _ ,'" .,' .... _~... ,..;_, 1. Gene"'al' .-" -'., ...... ~-- .. , .",,-.~ ... -,' ,~- .. '." .. '. ~-.... 0::..·,,0 ... .;. 
...;....;~;... .. .--.- .. ~. ,: ..:. :~ .::~ :: ':.' : '::", : .::!; :: : ...: ~. *'": ~~:,' ~/ ;.~ :. :' ~': ~ .~,"' =- '2 ..: ~- 0 -: C 

~he_st2.!!~ i:l_.~espO!lse ~ to ~~h~~.C0I:m1iss10:l ~$c directives 1: 
--,_._:, ... __ ..... .., .... , • ....- -J. ..... ....... ,~.\o.o .. >J_ ... ~ ' ... :' ... ..- 11t~ .... /· .. _ .... 1 .: ___ ....... :::~,...) ... .;),,-.. ,., .... 

Orderi:lg Pa.ra~a.pl?-. 6 o~.,,: D;S~-<?9.-OO7,::,prese:'l.ted!.. w1t::.esses~:R. K:J.eeht, 
.. ."'. '.- ,,.., .... ,e,',"""'''' ..... ~,. -r.""T .... -~,~. {8 .... ;.. ' .......... ,... _.,,,r 

R. Czahar, a:la:R-. ':ae!lj.a:l1::l.~~()!:.the . Spee!;al- 3co:lo:1ies-1~r:oj ects Seetio:l 
.. ' .... - ... ,".... ' ..... .,; .. - - - .... .... " .. ~ ""' - ...)...... .. # ~', ......... ... +_ --;1;;" :.J ..... 

0-[ the Reve:lue Requ1"reme;.~s Di-visi:o~:'Yith: the1rD~ys:ls ot three 
..... '- __ ''''',/'- ..... ko "-_:" .~ .. r:.., ... ~ _"I<~"I ...... ,. : ... ,.. . ___ '" "'"... 

:lajor a.:ld !our/.:l'1!lor~::a:te::ak~:l.g:,o:p~io::.s.; - ,.The sta!!:c~:l~luded that 
..... - - . ," ' ..... -- - "" ...:, _.. .. ... ... "'" .... ' . ___ '" - ..... ~ .... ' ..... '. ' ... ' ............. ' ... '_IIo~';' ,,!Or. 

~R:B was super'1¢r~~ ~t'¢ 'all:' .o.-th·er:: o~:t1o~ i:l':,sa~;is'!:r±::.g;':the8 goal o! 
'" :' ---",; H._" • . J,..., ..... (: .. ".:' ...... , ............ ",,(",', _,"r'_ .... ,.." ,..-.,. ......... ,1 

eeo!lomie e!.!iei:e'!le~.,. 'eq".li table: ',a.llo·ca:t"!o n: o'!~·. risk,~ " .i:l:t',e:r~et:L:poral 
", ....... , •• - ," ... -~ ~ • - --- - \'\ ',' ~, ...... " .......... , .... ~ _' .. ,~.,J .... ,1~ ~ ',.I ........ .,.1 • .,/ ...... 

equi ty a.:lO:lg: 'rat"e::paye::-s ~. a:id avo'iC.a:C'e~ o! ":"3. t~ s-h,oe~:. ': l~e s'ta!~ also 
,"w'- '_ ~.;: •. i>, .• ~ ,'" (' -", :. ':':',- ."...... ,...~. ~ ..... ".,":. ",...1". "";. r I ~ • .,. , 

believes· that the;.prae;t·!:ca.l~ i=p~¢..~:l~:l'ts: t:o';' ,i:.,le:le:.-:-: ~.E" :e::~io:led 
- ..... ---, .....,~-;., ~ ..... f· ... ___ ,- ....... "'~""'''''''''''';'''_ v·I .... ''''''"'.,.,.,: :',C,.;.. ..... _.:.= 

by wi t:less !C!lee:' t i:l P:'ase 1 ::'0' lO:lge:( ~::.a:.!.:t: SO ~=-a;.:: j.~ is :lOW 

appropriate to ado-pt':TRE-.,:.:-:":'-':':: ..:'.:-::: :":" ':'':-:1::::':::: ":: :'::;,:'::1':::,-::-;: ._ 
ft. ,,.., I., _ ." "" ,. '.~ .-'~ -. _ I"'rI .... ,. •.• ~ _. _"_". '" ,,~...... ..... " ........ ,.. __ 

2. ?..a.-e Shoek i:l.·d-'3e"'e!1"'s~ 0.# t:"R3 '" .. , .~ .. , .,. ,; - ~ . .:- ~ . .;,. 
y •• -" ~p -- :- _~''''''':J .', ": ::.' :~: :. ,:;'j:::IS 
Sta.~.':de!i::.ed'" .ra.te..: shoek~ a.:3~ 3.:l'Y'. ~s.~dde!l~~a:te:,,~ike d~e 

,I .', • I':, '~, (-.,; /" ,. _ ," ..... I' , •• :_ ~ ..... ,.t'~) ,. _ .. " ,... .... ,., '11_. 

:erely to a :lew, .a.sse.t-: .b.ei:l8:· :P.u:.t/~ '1.~t.o~':0~,e::a::.10.:l:;_':"~0Y:·:t'0.~·cha::.ges i::. ~:'e 
, ..... I ~.",.. .. ~ - ........... .,., -.. ~" .', ...... , "'"- __ .j. _ ..... :, .... , ~ ....... ,I ,,("~~ .. c' 

e!!icie~t cos~::o! prov1di.::.g.: sel"v1ce'.".'~':, U!l-c.;er:- .th!.s:~~-e~i!li t10~, 
~" ~ ,., fA • _.,. •• __ ~ -. ,. • ." II·" ... ,,: ,...,.~ _,..., .. "';",..". ~. ,,' .. 

appl1e3.!l.ts' grea.t.e.:: .:tb:a.:( "$1,00: :l!-:t:ll'o"::,~ -:-:a;~e';' ·i:l"e:-_ea;3.~ u:!c:e:-
, i:~/"',J"'_' 10.. .... -••• _-..:. ,.;-01, __ ...... _,_"" .... ' .. ' ~':..~"""'" ... _. ' ..... -, '~( ... '_N::;.' .. ;.:~~~~ 

eonvent1 o::.a.l, .rater,.aJ<;-4-:'!;'g =.e:pr.ese:..'ts~:si¢~i~::~,;-.a~.-e:: s,!l.Q.ck. Ae.option 
, . ~4."",1"'T,"'''''''-- --. .. ,'.,...,.,.. '~.,., _"""'.,. _ .... , ..... ;.:._ ..... ,.",.,,(.:._ • 

. o! ~R3 ·No1.!ld.~:P~:o:~c:e:. ~~ll~,! :!oll:oY,!:l't b:e:l·e:!.~::ts- :~y~.~: :!!_~e.:;':!10:::.a.l 
" - • .. . ' •• ~.. ".. .... '" .. ,," ..... - v c·.. ... " .... ....,.-J.. .. ..... " .. , ...,. ... '\oj .... -0'10 _ '" ....... .,. flo .I .. ' 

rate:aki::.g: 
•• -, _\.... - .', ... , (' - ~ .... • ... ;,... ", ,... _. ... ~ •. ~ ~;. j' <I,. ;: 1'1"' ...... ~ .... """ ... ".. 

a. Avo-ie.a::lee' 'o'! ?.:a.t'e' "Sho·ck:-:'--·Co~ve:rtto~;a;~-.,j--:; 
ra.te:::..a.k!"~ would ea.~e rates ~o i:lc'ie'as'e'3 -"oy 
$700 ::LilliO:l, bu~ a:lder ~.B, ~he :.ecessar:r 
~ate1::.crease would be less ~ll2..:l $165 
:nill1o!l. 

'": .. " 
~ _. 

- 45'- -



A.82-02-40 et 301.. ALJ!jc 

. ,.". :::;~. ::'b~:":' :;Mor~:Eq~1ta.'bie·-;·p.a:t~h1ng~,of;~Costs:-':ancI::: :.:. '~',;;.; .... -
:.'~' :!3enef±ts-=: :;:Conv:e.nt10nal: :-:ate1!1aking .::~ui::.es· .'~ -'. :; .:: :~':2, 

~'. ~ratepa.yer:s .. to ~pa.y ... a:_tront~loaded stream o! _ 
., ,: ~payments "~ven'''thoug~Cthe berief1;'ts'-p~ovie:ed :11.::' ~ .. '.' ~ - •.• ~ 

" '"- .; -.. : SONGS -: .::z '''-& 3- ~'a~e: ,::essen:tially :,ccnstant ~O'Ve:r.:' .:.:.' :~~ .' .. > .. ': ',:" 
." "'. ,.' '. the li!e /:.o!,~ the _pl.ant. _ ~RB, .. on ... t,he. o~l::.er.. . . _ ..... '" .... 

',hand,.' provie;es'a relatively "constant::revenue-' . , ......... ~-
~ '. - r,s.-t.r'eaJ:l:':iri, r..eaX2teos': :·.:trnd.'e-r: conve-nt.1:o!l3.1 t·,:::- '".. ,'' .. ~:.-. :.; .. 

ra. tecaki ng, ... the r:e"'enue .~equi recen:t . in ! 984 _ '. _ . ,,' 
is Sf :052 billion; whereas' 1"n '·yea.r" 201 0"1 t(-',· -'.- '. - , ": 

- woUld . onlY' ~-b'e ::S58 -~i:tl!on.. .:9y eontra3-:'~w::;der.~: :~, . - ' .. :' 
" ,~~" .. t.he .::e"l.e·1:.ue • requiretlent .is onll $513 . 

-':l111ion;-·wh:t!.e 1n tl::.e·iea~ 2010;'1t":13~S'27: ',: .. :' 
m1llion. ~he stat! a.rgues tha.t this.-:clear.ly " "..:':~ ~-:. 
shows tha.t there is 3.!1 i:l.'t-ertemporal-e'G)iitj" - ~ 
proble:!. oN"!. th convent1onal ratemak!.ng. ~ .. '":,': :;' .::. 

", r •• , " •• ,.. ,- ',* .... ,' ~"I' ': ...... ,.._--.'" J .. , .... - r. " ..... ~"""""'. t-t',.. ~I".A- ...... ~,.. I ",,'~·I 

.. ~; ,. ,'~Reduct1on -of ~Rate'PaY'er"'Losses -;tro::l"Uneconoc!e~ 
.::-'" :'.'. ·:·Nuclea:::Plants=r<:Under:::'·conventional::-· "' .. ,.-~~- ... ; -- -
. " . .. ratecaking,. .ra.te~aye::-s vill,.have_ to,.,pa:y~~' .. i;~~: -_.~ :,-- ~ " 

- - " present -vorth; a:b:out -·$1 ;,'billion-:nore ~or"""'- . . ..... .... ', . 
... the":o.pe·ra'tio.n:·o!::"SONGS~2.:&,;::; than.-:::·i-f .... tb.e::: r, ..• :;;':.:.:: ' 
, ·plantsr_hac, not 'been .bu.il t. and elec~:-.ic., .... ,._. 
"~-generat'ion C3.::le !ro:l·ex1sting''Plants.··)''~he·-''''·'. 

".: .:,: :.- s~a!!"s:tates.:-,tb.at.: this~ 1¢·3S-·....,0~d· be -¢u~, ·in~ r ,. ,,, ., • 

.. . .. ~, . hal! by .. trended .. :-ates .•... Th.e~ sayings ~o~uld' .. : .. :~" 
oecur "because~ r3.tepa.yers~'··.vou1·d'· r-e,tain'·th'e- ~e-'· :.::":.' 

~:'ot tb.~:1-r:::: :o-ney 'longe:r.:;.:L!l'd:er .L'O.E •. ::: ~:h-e~'~sen~":,<:. --:,,:,:. 
a.l ., ...... of ., m'O~ i '10. • $800 '. ,.' . . ' '" ... ,v ue",o • .- ", ... e, sav.ngs,., 0 ........ io.iOI s,., ai,/~~~~,~. _ .,,;~. ,. ., . 

o'illi'on-· ("S600 mil11'on~ :to:-" ::di·s'on.~· '3,n'd' S200~ '.," ,. ,;','. - . " 
'I.' :,:. :-J '. '~1l:1:on ·~or.~ SDG&E)-.c·~.:: ~)_~ :,~, ~ ': '::_'~',.r-:'.':, .~: ~ :;" ~.>: ,,:~~~,:,~ j~,,:; ~:'. r:~ ~ ~ ... ' .. ,:~:;' 

d. Promotion o'! Econo:1ic Et!iciencl::':~:~,':th-e-:,jr, :.=- ~,::,;."::-:.::::-~ 
staff states that' ~lleeeonoc.ic ... ta1:!..u.:,e""o~k·-:" ~. ,,-- '. . 
SON'GS 2 & ; resul ted~·:,oc':;:'at.::...lea.g.~t:1,V'~:"::':':"'~:'::: .. 

. s'Oee1ti,c': p.r.oble=s: in::: t.!le::,; ... ti'l!..t'ies('::res.o~:c:e::-S 
" ,pla.nni;l.g oyer .. ;';A.e~ .las:t_ c.e.cac.e.= ~ ,U) _ . ~.__ .. _., ~ 
. ove~:,e's~t'il:a tl'n'g !ut~r'e·· el e'c''t':: i C . "l·o·a.c.-s·~,· '{2 ) '" ~ '. ...: ," :: . 

. . ~ : .' . ·~ .... ,;r'e' "'e<!!'''~ "'a·~ .... !:?·~·powe ... ·:. .... l", ... •· , """ad'- .. -1 ... _ • .., .... .:1- ';"'" r. -'" r '."-, ~~ .. ..,...."...... "'--0-. .. '. J:' ~ . .., ... -.'" - .. -.. .MIio_~ ~.-... ~ . .,1 "" 'w ..... __ 

.. -'~he. tailing. to. ilold.~ ,cons:,::-uc::.ion on . 
: sc"h·edt.lle·s~- (3Y~'unde're's:t'iI:l:at'inl pi~t -co'sis-:~: '~.:':;,:::;..:~,::~.' 

. ; ·a.nd: :"a.il'i:l:g~:~o.:: b.o:l:4.: CO$ts.~:wi 'tM.-n :btld:g~;,.:- ~(,4. t~· :: :: ~ ~;--::: '.:-.~::: 
." u.nde.!".e.st.i:a.:t i,ng. ,c,o,s:t" o,:f:, capi t.a.l to .. s,u.pport ... ~ _ _ . 

.. ·0 ••• co-ns>t~.lct·io"n ~". 'a!l'c:" (,) :ove'r'e'$t!~a:i~:lg' ~expi2;e~;- : ',: ::'.'. - ::: 
levels o! :pe:!o·::a!'l.ce !or new base load. ~~o."':.;;;;.;:':''!=-~'·:: 
plants .. .and.... ,!a.i.:L.ing,::,or ,a.eh!.ev.e .,::,3.: se::', ~o. ~ ••• 

, .... ... ,,'-_ .. , ' ...... • I , I; ,-
~e~eI~· . ~ .... - ... - .... '" ., .... ~ 4 .. '" ~ \. -.~.. ...,.... ""' ..... ... J< •• - ......... T' •• ~ ...... 

'"'.: ... ~"':':'" :..~':.~~:' ::- ~:):-~:~""; .j:';:':,.;:~: .!: ... :;"'C" .. ~· ~1::~:b·:";;:!::':-1:~": 
~~~~3~~0~ ~~~ .~~: ~~~~~ :~i .~~_:~l= ~078 

~ .. '" 
~: ~_~O~ ~:2~-:~~; ~:~: 

,., *'. ~. ~ ... ' ...... .. .... r·,...._ ..... __ _ 

- 4.6 -
". :.:... 

.. 

•• 

• 



•• 

• 

A.82-o2-40,et al. ALJ!jc 

'~'::: ... ,,:·:·S:ta.!!:-con:tends thatr'conventional .... ratema.k1ng contribu.t~d. to 
' ... , ' ..... "". • '" -- .." .." ... ,. ••• ',.. .,. ...... - ...... ~ "..:.' Ir/ .... '~ :J .... ::.~} :~,;.; ::": ':4': .:.:. _;.~:: : 

these pro~le::us2oeca~,,-o!-1.t.3- -Cos.t-.plus ... natu.::e. "and ~~~n~, .. lo.ad1ng-_ , . , _ . 
Ii _f_, ...... -". -" •• ,' ."." __ ." ' ... ,.~_ .... "'" _*,.;;~ •. ' ... " _ ..... ,_;.J.~~............. ..:.'~:_", ... _ ... __ j •• 

Wh11e~avo1d,ed::: Coe:tTa.~~~~~g..:.~o:u.;~ solye.",. t?ese .... pr,'?9~~t1l~/, ~e.~ ::!~~"" 
~, .... .,.,..- _ ... ' ...... '>11' J,. .... _ .... _ ...... ....... _ ....... ""' .. '~# •.• ; 

is not.·. recom::uending .. av.oided. ,",c,os.t.I"'O as ed. ::.ate.s._b~cause it would , -.. , ~.~.. -_ .. - .~.-, ' .... _ ... ,. _'_iW ...... ~ _'l.~"""" v.',:' .. , .... '., ... ··! .... .6.A.tt.~ ... :',' ,~ .. -0",,: .. -::~. v':":~"~~ ;";r-,!;,;.~ .. :,,,::..~ 

threa.t,en:- ,the- !.1na.ne:ial;.llea.l.th .o! ther,~oJ:1pan1es'i'~ and severely- penalize. 
• .. • ..... T, " .~ ,- \ ...... _ .. ~ _ ...... _ _.... _ .,' ... tf-._.... _' .. -1&,0 \.. ;........ _:.... ~~I'::: ..... .:.'j \1 :' :"! ':1 ..... ~ (,,; ... ": :- ":;.1:; .:' .. : ~ 

sha~.h~lder~-, ·Sta.!:e,:.::ecommends .. ,!"'~~'because,~-1.t.,)ll~r~ .closely < . i • 

appr.o.a.clles· ;.h~~~~;1;~~.f~~.~~~~.~~.~i;1~i~.~.~!;~~~~~'co~y~~~:;~~;~~~~,.:,~~.~:~ 
ratemaking:;'a.nd; al~.hough~:i t,. retains ~he<co3:-plu.S.,. !ea.tu;'e:o?~ . -: ~. '~: ..... -

. ,. --"-". ~-....... ,-", ... , .... ~~ .•. ~'-' .... ,'--' ..... ,. .,., __ ~ .... v'.- _\: ...... _ .. ~.,.-:.::. 

con:v:enti'onal,,:;ra. te::lak:i:ng;,c':; ;i~ ,subs.tan:ti·a.lly:o:ed.uc,e;s .. .t.r.o.nt-e.nd .... ,l,oad!.::.g.- ;. '" ... . --......... ...... .r .... ' ... ltf'I.! ,'"" ......................... :._.'" _"'" ~.,-..J _...... ..., • .,; ..... _. 

:5. TRB Fi·nanc,1al .. Stat.isties:-; ~: ,: .;::. .,:: :. . ..:: ":c? • -:: ;; /.:,.=!: ~';.:,:: .. :." ':':.~:;-.; 
': I,,:" ::. 'st·a£.!:: al:SO..: .st:a:tes:- :~l:'3~ .. t;:~TR~::. ii.ill; en.ab;e_;the;..'co:l;t).ani,e.~, ~rO-., ,.~." . Fr'. . .... .:.:..' - ..... - ....... "'-" __ "-' ........... ~ '" 4.~ .... -'" '" \,..0 -.#0.. ~ ... '.:.. .. : •. 

meet or exceed the average of most :!i:l.a.ncia.l indicies for uti11tie.s, ... , ... 
• ,,~ .... I 

with similar bond ra.tings and to_g:".ea.tly~ .. exc.eed_all ... ~! ;th,ei:"=,own " . 
'.",~ .. "'-~-""'_""""''' .. I"'., ... ",. ".J.w,.\.1 ... ,_'r:., .;' ............ -:...,"' .... __ 

reeo rded !·i·nane·ial·.s.t.a..tis..ties-~, -.st2.!::~ana.lY.z.ed~tne .. i:er--ro~tmar:c·e of 
••••• r ,I •• ri __ .... __ .. : .. __ ... 'v",' .,. .. _ ... '.; .... '1. "' ........ ,..., ~:.,:.~::;.''W ... ~~~ ::....;:.:,;tc. 

Edi·son· ,a.nd;~SDG&E·;u.nder· ,t-en..,l(ey., !i.n.a.ncial . ..i.nd.i.e.a:to:,s... under T:tB _ 
~ "' •• .,.",: ..... -.. • _1".,« ... ........... ..-.- .0,«_ .01 ......... 1\,'· .. :;.' ..... -.- .... If'" .- "..... / ... ,,~,~, , .. -- ... -,~,. ,-.-

:-atemak1:ng. ~a.nd~ ~.~ny~n,t:i.o:n~l~. ~;_a.~~i_:l:~ :::~~,~ s.t~f.· ~i-~!:~"li"'SAo~ef ~ ~~.: . 
that ~' w.1:l1~ .e:nable: ~Ee.'!'·son ,.anc.:."SDG&::: ~:to .. J:1eet,_o::~~~=<e.~ed..:t;h~,. 5-y:e,u .... 

~ ',.. .. .)......... ....... _ .... - '", '~. ...... ...,. ........ ~.... .....' .,:"..., '.:;. "" .. ;,.. .... _*.:, ...... ':" • "'- l'\r .. ·_ ~ J~,.= 

average '!o,r most:o-:' th~ :~1·nane1-3.l. 1.nC,·icato.=s' !oz. ~tUi.t:i.e,s ::w:i~h. ~' ...... : .. 
_, _. " ... ~ - .. ' _ • .4", ' ..... _ ,_ -.....-... pol., ... ' .... t,. ... ___ ....... + "'... ..." _,,",' \,. "" ,. _ ..... ~. 

s11:lt:l;ar bond~ :::at:i:ngs.,:· a..1'ld· to, ,:£!:e;~tJ.y·.exce.e.d. al:l~ ot. ~.t;:'ei1:' ,oy,n 
... .. . .. '" "~~.... _Ii" _ . ..,., '"' .......... :~ " .... _.. ..... _ ... ",:.v",:" .:,~ .. _ 

res pect.i·ve :.recO:l"de:d !·i!l3.:le~1:al; ~t~~iS:t:i:..e,~~, :':::!?- .:::~t;~., ;~~~ .. ~:t:::~, ~~,~~,::: 
that in seven ,·of ·~e ··e:l. '-inane': al. .: .... c..!.ca·o ...... ~U ':le-'o ...... s v'" _":"-3,"''' Y 

• _ ," .~ '. w~.w., ;:. WI,; : ,oj ~~ .. ; •• : _, .~ .:...... _ •• ~ ~~ ... : ....... ~> :- ~" 40-:::: .to .... : _ ~.':.:-~ ':';-: ___ ~ : : •• ~:,. ~;.: ::~,--:: .~\-: 

the Sa:le<;,o·r.: rea.s:o-naoly:-close'.~ tl:oe. ~pe.::!o=:iance."o!. ce.n.v:en,t;i.o.nal., '., .. 
'" .. I" _... -, ~ _...... ,.:: .. ' • _, _ ....... _ _ ,. '..... • .... .. ..... ".... _' ;.: •• ~- " ',-,..J ':'. _ ._. ~~, ..... .' .... _ ~ c 

rate::l3k1:l.g Of' - Re,garc..:!.ng :.the .. :.e:ai.."'l1.:l.g. .:.th:.eei;nc.:!.c ies, .....,:hlle T?3 dees 
., . ..... '''~ -'v •• , _-~' __ '_ ... w .......... -.-' ",~ __ .. 'Io .: .. ·.}:.v .:..::;.., ~'.;:'I:=d:~··.,;:;) (~: .. :: ':~::~.::".:--.:'::/':I::·' 

not :,perto;::m:~~-.vel~ ~:~~<?}!?~::.:~.~o:::~ . ~~;!:.~~,~~g~,O~\o::1~~ .. ~~t _~}.} < •• "." ..... , 

enable .. Edi·son"to .. greatly, exee,e.d _tb..e.av:e~ages .o!" their' oWn r*ece:-i.ii-" ~ 
... ' .• ' ... ' .,.",.-<' .... -. ", •.• ' .• ~I.- .. '- ....... _~ ..... _ ... "_. ~_,.~.:I ... ".: .... ;: ~:.,.~,,:..~~~;;~ :.f~,;:~ ::='J\~,r.1==~·~~~~ 

f1nanciaJ. stat:!.s-::!.es ~or the yea.rs , 978-1983 when i t .. ::ai.l::.t~~.;~~. ~~ '7¥~ 
".; ...... w -.,.. _ ....... 1'0"" ..... __ .... "'~ ...... 

rating and",will-gi ·J'e .. ..sD~ indic.a;:o.rs. ~oi.ell, .,a:'oov.e ~:th.e" ,aye:r:a,ge '!or A-
¥ ,+ ~- ... ~ ., ... oW ." ..... _ _ ' .. ' I •••• '" ... '" ........ 'II " I ...... _.' .... _ ';"'~·oJ _ _ :~I~' ,.::. ':,:l ........ 

ra:ted.,,~t1li:t1es.:: :.S:ta!~ arg'J.es tha~~i: "tle ~ass=e .:'..ati.ng. agencies.-..:.se 
.. ._.. .--.~ .. N>o" .. ""_.~ ... ' .... , ..... ' .. ..,1 •• -.. " I_ ..... r .. , ... , .. :_ : .. ;::- ..• ),;;.;;;;.:. .... r?~:-

obj ecti v:~:and:.:-at.1;o~a.l,.::.~:i te.r,ia.-:~.o.r-' d.e,te:::.in.ing,:t:he, .. c;:e,di,~ ·~o::t~i!l~sS 
.. '. .. [01 "'. ... _.... ~ .;... ~ ... ~,..,..... ' •• ' .. ~ ...... _... ") ~. '- oRo .. ,I ..... ' _, ;..J ... oA.. •• { .... .;; .. _ ~ 

ot :b.e3e.:twocutilities~S'ene- can onlj .. conclude,.. tha:t_the .. :prO$~cts ".._ 
• ~ :" ~ ," .,., j ~. •. - -. ~ .... , .... ....., P- - ... '.,.' 'rl _ .- A ::.,.1( ... ... ..... ' • • , ... -' _ -"'P' C :: ~~ 

under~:, TR:a~at:e:i'or them·to .. ,at. ,·'lea,st -:13.i!l.tai::·,a.:.d r'.:o-:,e ..... likely ~-:,o _exceed 
... •• ....~ .. u _.~ ,.' ................... , .... "'~ ...... ~ .... ~,J_.l.,....! ............ ,. _ .' ..... _ 

the.-:cri::er!3,r;fo·r:::AA and·;Ar.a.z:ings.,,,::!'e~p~c:ivelY'''r, ... ;:... ""I" ~ .. "._" :':'-= t .. , .. ,.'_ 
.. _ ... "" -;.0, _.... .. ..,./ _ ... u .... '"" w' _ ..... ", __ I .... " 

''::''::':,:" c'. S;a.f! aro~e,s ;eha": ~,al tho~gh, the coc:pa.:lies_ex:p~es$ed~i:lt~!lse 
• .. ...... ..,..... ~"'" .. ..,I .. '.... • ,+.' ! """ .... '"" '.'\00 _ • J .... I,;.._,"'""' t!!.,; . .., _ .. :,l.I~ ..... _· ... 't '" ~.-: 

conceorn 'about,, tl:.~ ilur'Oo.rt.ed ... !ea:s ..... o:! ·t,c.e_ ti~c!al_ CO::lU!li ty -' ~ei ~h<er 
,~ ..... ".~. ..~ ....... "" .. ~- ..... ' ... - ... "' ............... _ ...... -' ........ " ......... "'" ... .L.~;.w ;,.,'~~"I~~"'., .... c:::::~,-:::-',;·JII. .. 

Edison nor SDG&3 presented a:y evide~ce ~pon which this Coc:i$sio~ 
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A.82-02-40 et al. 4"1-[ :- '\ ... ,- .' 
....., \J_T .. 

cog£d :}~E; ~~ g~ ji;~t1;;eo opir.1¢no 3.bout·'wh.ether ~"m.1ght'::i.reaker. thee 
..... N ..., "', '" ... .... "'" ".. - - .... ,. ... "1 - ~ ......... - ", ~" .... _ _ ._, r, . -lo ,.. • .. 

u.tili ties r·~frna:lc'l:a.1. :::eaJ:tb::·· .. ~lte -o:.o.'1y wa-tt'e:tpt::nade'::by=Ed::rson~to ~<:'-':::: 

qu.a1i'ity tli~ e~t~~t;~ Sf~:' ~~: 'Wa.s': in the:tetstimcily:; <J'! D'r:;::: R¢11~ C "JSta!!:';'·,: 

a.rg'.les th~t:·~i. ;RoIIt-'s'-;'ir'pent tl::a:t ':mcwoUId: ~ca:tise,,:a.n::j;:ierea.S.e:':£:.o. '~:-
.. ~::i .~j""'i:il~ ~r .'· ... II,· ..... '.·} .... , ;"',''''.'' ",:.1' ~~~T""'_~" "" .................... ' ...... r' ~.,. 

the net' :Pres~nt··.:~8J.ue"-o~·· :f'ut':l:·e .... rites of ·a.~-re3.st~:' S5~.,r: mi12:1¢n:: wa:g.:~-;:::: 
",r ,;\ ,'" ,'eo, """\ ,...1-- ..... [ - -.. /~ '",''' ,.. ~ ,'. .... - =,.... ",,' _." "_ ..... ("' -1-0 ~.-_ ~ ,t!"'". , .... ," , 

based u~o; er:;-oneoi:S' aSsumpttons' ·:and:'·a.n <,Jlnvru;±d: -:ethoaolo87::'':'' S-:U'!J':::':' 
H·.I.:·~-: .. ':~·"', ... ·:,,-c,.... ~.'7',"'''- ..... ,. ...... jo." •••• ~-: .... ':"{ ",' "r''''~'J' I ~ ~ .. ~'11/1'1' " 

i'urther argues ·tha. ti t's" wi tne'ss'~ Danner"' SAOVe:d;' tl:13.t .... :Jj'l"'~~ Ro-'l1. ':5) ~"; q;::r.: 
' .. ,,. ,', - •• - ...... ~ ... , ... , ..... " ~~ ....... .- /' • __ • '. -," " 1'"' • • 

eontai=.ed ~ so'~mueh' .. ~eertai!ity·as -to :precluae::'th~l,r)t.s~: i-n::-t'1:x'1n:g:,:~.-:,,,: 
eost;:·o·t-::'~-ap·it'al; 'n3be"r:i~'ed "in:,n-::.-":_F.o..'lCl.;'f:S ;t.es,t'":!'.c¢:rr.r-;~· t .?..::..::he:r~;- :the-: '=<; 

sta.!f a.rgt:es tha.t Dr. Roll's biggest blim.a.e~·r~.$~~:e~::"trj#l.J~i~ . L 

/".' ..... ·(·/:·,.. .... _;.,.-. .•. " I ,,'- ;' ,",,- ,'~' .......... "-"-(""1""'" " '.' . .. ~ '" 

a.ss=pt1'on-"t'hat .... Ed'i's'on)vi'J:l-' gro'W'" at:, th~;~ra.te~·~:ei'8r .. :~:; p:e:rc:ent :per 
ye ir':> ": .~: :. :. :: :.. w: -::: ,'>,' ..:: :' .:: : .. ;:.l: :. ~ .: -::: ::;: ;: .~ ':. ::-- ~:.. '7;, .:: '::::: '" ;~ • .::, -: ';' .: :', ''J.'": ~. ,2;, -;.- r::<; y.. c. --:~: ~. ~,; ::: 

"" , .• ,... -: .. ~ r - .. - ~ ...... ," , 

4:"'~'aid Accouiit1ng':S:eq,u.ireile:nts:- :';,~:. ~~,:~~::'':,': ':;:,;:.i -:t'':':::::~:_ ;:~_',.. 
": '::: I, .. ,.. ... •• ':.'- .... ,~ -. .' f,~ ..... '!, "'''', ._ ..... ","<II :. ~ r. p '_'" ' .J . • _... r, ~" 

.. St'a!!'" e-o'ntends~tha't'- 'there' '1;-$ r:.o"1-::rce-d.~eent·a"' -'t¢'!;:th;e: ;:. ',;.;; - ':;: :.:'"';' 
:.'" :: .;1 _ 1' .. "', ,... .. ~ _ rr ..... \ ..... '""" " ~.,,..' ... .". > ... .,.".~ ..... ""':,. " .... ~ • :,.. ' ..... __ "'; .. , ~~ 

i:lplel:lent-at ion 0:(' TBZ '!r'or:f 'the~·S"'t'a!:d.?o1.nt-" 'oi" "~AA1>';.':' :-:':Al-thought :~!80n: ;:.:-
," '.' .... ,.' .. ...; j".~" ~ ~'~ ~,~, "~, •• :...., ...... '. ,,..1'.... ~. ,_ " 

and, "SJ)G&E.: ....r."tne:sses 'h'a.ve' att;e:lpi~d- :t~:ra:rse-- ::d·outoit·s;"·a1X>ut;, ~ .... h~~~··; 

met ~GiJ.,f/~}~~~ ':af~~~~ ~~"3:~'~~~~. ~a±~ed.~:to :!~~ni~t::l~a:,:s1.:lg~ GkA?:: :~::~ • 
ifni eb. .... o~d "proh1-'b'1"'t' t-he- Co=fs-si~n; !'ioc.: :ad."op': :!;:ng T!G'; :,' ::'.: -;:: ';: .:.-:,:: ':' :;. '/."-~ 

"xh'e ~5tat'! is- ~n-' 7iOic/sal: ~ieq;U:i':"es' t:ne:: d~~e!":raJ;, o:'!::a: po!''tt.o:.o.. 
Oi':~t~'e "~r~-:tu:;n: that ";O-:lld ,-¢.theiWl:se:-b~e:-,:·a:: e-ocipo~nerit: o~:~Ae'~¢."J.r:"e!lt'~:~ ~'.":' 
r~""·eri:;;,;-:;'~c:lt;eme·ii.f.::'!he; 'iefir·ll·:that: ·:!-s"'JC:~er,::ec. ·,:·j,":s i:rle~d'ee: in r3.-te 
base 3,-di ''';';e:dov~r~ii ~ver?~he:--i~";n:r;lig l~!e' ·:o!. :~~ ::~ia:n:t,~l-: ~eorrC;;: ~,:::; 
• ,ro' 1'" ,~,;. -: ... ~I-l I" .... ·· .. ..: ',,' ," ":1 ' t", '. :, .... .... ,0>' ... .,' ... , ....... , •• ', ...... tI'w _ .. / ,~.. ... _. "~, _ ~ .... ' " , J 

beC3.11Se~ :tne'oo'j~<:t':!:ve '0"£ "the "s't'a£!-' S' ":?-:'o:po'sal-" is,td ·nz.v-& ratea';~rema~:l 
sta~l~ -o--ie:r :-t':c.i;=ti!~:;: o!:t"~ii::.pi'2.iii, -i:n:':'riai'-,'e.:cJ:lrs,: :tne Cataf!':al:so:" ';~: 
r~eJcid;i.2s'':thit S"1~king.:i'~&fiep·rec'{at:foD:~·6'e' u.ie&0£risieac:·:¢'!::,s'tra~ght 
i~'ne ,:; c.~P;~C:i.';;'t£o:n:':: :-: .=:. ~., : ~:: . - 2 "" ~ - ~:: -: ."'. ':' ',: ': .. -:~' "; ::::. :, -:: :: :-:~ ;: -: ;::'.: '.: ,:.~.: ::;.~:. :": 

-.. : .~ tiM<", /", P '~\ w , • ." II. _ ~." ~ _ "':' t ....... ~ ... .....,., "'I .. ' .... .. ' ,,.. " to. ... _, ~ ... ,... _.\ " .. " • 

" ,." ~'The "st~!" ''bel:te'Ve~3' -tb:at' "t'he:-:e- ~iS' r:o:;-~cOn!l:'~c-: .;..b-et:. .... .e'eti ::,..';,;,::-~-: 
;" ....... , ..... ; ... '.,..,-.1' -.p- l" ~ .... ' .. - ".-.. __ ." _". ~ .,. . . ' ' 

prov~s,ioriS:'i~ . :?A:S3~71 ':a:nd':th3:t por~fon o!~'A?:S Op·1n!or.· 6·:wh!eh~l"ea.ds.:,: 
irTb:e ~b:oi~'d:' ii;:iit :th:e:~·opinfon-:':ha.~, . ,ro-;eri-j'; ~:Pl'a.nt; :;'a.rid: ":eq1l!':p!l:t~n-: ~r .• ,~:;: 

... ' ..... ,.." .. ' ... ~ ....... , ......... ,. "':.'- - .... ,~- ,,' "'"- -' .. .' . 
should' not""oe'-:.written'u,p'·'''oj- an ~ent1 ty to:::' :",e!leet~'al":prai$al.'..;::arket 0:-

current :"l'aiae's ~·;h1'C:1l::a.~e:;'a.'bOVe'::C05:t :'to-'the":ent1 'ty;rr -;Sta.~~::"oeIl:eve$:::' 
that APE Opinion 6 re~e:.s·;~o:';tlie':\~.irit:i:lg;;;"u~ 6!i~"a.n .a.ss'e:::and::no::,,:!:c.~:::· 
rate;3.k!.ng-::-auth.or!tY'.'s;;po~;er to ;'e::eate~'~tleh~;e.n e.$set:~ ·::~he2sta.!f' 
- ,', ., ~. -. l, .... • ..... ' .. " - - .. _ .', " '". ~ '" ~ _, '. ~~ ". • .•.. ' • 

'~i~~t~'; .•. ~~~;!o.·;'·?~t~:·;:;~~h~:,;.;.a;~~:~~~~~'enC3:;:#~'~;:':~~_'~~: ::=:~~~,:~~~::~ 
<II' • ... '-'.'" -' - .n ~ "..... .:;. ~: .... J ',_ '::.. 0# . ...,.,... ~'I wi ' .... ~ .... ; ... , 
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',I' •. 

• 

• 

.' 

A .. 82-02-40 et aJ.- ALJ/jC 

·"l".t "",1 Ja 1"",:,,,,, 1:·""1 '::I'".V O,...-'~· r.~....:..... lO,,".J. • .... A~ r~·re.~ ~ ~ ~ '*"I~"" .~. ,..." ,.: .... '. .. ... ', ,..'-- ...... , ~ ,.. ..... _.. -: ... "<1&,. ... ,,-

the ra.tes"'that ~a.te~a.Y'ers".iould -:·pri::; ro'r SONGS~2 &·;;~'a.nd -told:' the 
;""""'("f ",:,~:,.":,,, ...... -~_,.~.#ot" .... ' ...... !""I"" .. , ,.,r_.-,": ~"""'+ r ..... .,../ .... ~,_ ...... ~i"',"",.,-. '."""\,"'",-,,.r. '+, : ... """ ... ;,;... ",."." \ • .r,..." """ f' "..,.. "',,. 

Comm!:SSlon '"'to"""!-ssUe.1-an·· o'r'de'r' ~a:c:thci:"rZl:o:g' Ctb:e' ~c·omp·an!e·s~ t'o· "Vl-!'t"e "U?'" -.~~ 
.': ""p,,,:,~~~ ... , ,,,-.-. ~(' ~,.....,.: ... - .... ,.·~,..",..,_-.I- ¥' .... ...... ,f' • .,..~j.,._ ..... _ ... "".;:., ? p", '~I" _It.,./"" .. r .. _ ,"-- .".._ ...... ,. ,i"'o-' 

the ~asset tor' tlle" dif!erence~,'thfs ':',tlota:'d' ·'clearly atid: -u::e'q:o:1voc'aJ;J=y ~.. .'" 
~". ',r .. , ... "_.,,,,-, .~'\""~T ~''-'''' ,..,.. ... -.:~ •. ,.,:"iI'.,~(',; ... .. '".' .... ,....~ ... _ .•. "' ........ ,,..._ ,a,_ .... :,' ••. ,,.' _,,...(, ....... _.,..'~ 

violate GKAP.-·'-~R3;·'llowever·;· wo't:Zd:'~%l:ot"V'i"o:ta;t'Ef GAA?·-c'e'cause'''t'h.~ '-'. '. '"". 
~'.""'" .... _,;,: .... ""-.... \';:- ...... ,,~."...,.'-...,.- ........ -I"'.,...~- ·f.~ .. f .... _ ..... V:"'":I>'"'I""~' "',"_. __ " ...... "1. __ ....... ~"'_",.. ..... ,. 

Commiss·:ton 'would'"make "'a' 'c!ear'-stat:e:ten~ that "'it "waS"'d'e!e·rr11lg.::··· - .>, ~.'" w_· 
-'~~'."""-"'. " ... ~ ...... .,.../ .... ,::' -::"=~ , ...... ,,.,,,._ ..... , ....... ,.. '_.-.1 ... ;_ ":,..r:~"~ , •. ,..' .... ~, .... :..." ..... ".~~._ ..... , ... ~ ....... I .. )"' .. ,,.,. 

earn:ings and ~l! Pe'rtllj."t re'r;overj' :tn<~J."re· pet'iodS'~of,·"thewas·$ets J~ c -"'.' ~ 
.,.".~" .. , .. .;y, ... - r·, .............. - .... , . ..,j, .. ,.,.",.).(.,_ ...... : .• ':'" •• /·.,.,._·.,.1,· .. ,,1,.- ........... ""~ ........ ;"".I,..~· .~ .. ...,L ""': •• - .. """,,*'''' ~l',." ..... ,...-

createa'by . such -defer:-al ~ ... Stat~~ 1nd'1'ca.ted'-:ha"t·~is'· .. ..,..as~'$i1:l£1a:r '-":'0- •.• 

the ca:pi ta.l1zing. ot AFtmc u.sed e .. :.u-ing '~h~: ~;o'n~trici1-:o'i .p~-?rod:'~;~i :'fhe;'::': 
; ..... 1 .. : ... ,.':... _I· ... ~· .. ; ... " ...... '." .. """""':_., ....... ,.. ........ ,..., ...... ''''''''~ ... _ .• ~, _ _ .... ,_ ... "J:./' ............ """I"'''''J o:" .. -:' .. ,... ... -;J 

reeoveri:of sucl:l'~AFUD'C ~11ri 'filture' Ii1ir1;o'<!,s ~i'n: "th:e "'~or.rl·Jof ~rate's.. Sta.!! 
-:. '''''...... .... ,", : ...... ~ "", ' .. ,' ::.", ~~:::' ..... ; ,,::.). '-~""':,'" "',.'"' "': .1">1 / '.r- ' ...... .... -1'., ~'~ : .. ~. w~ ,. .... ~' ~ I ~ .... "..,,,, • .,. ,,",, ,.: _ ~ ~ ... " ...... '\ "'" .f', ,,,: 

also testlfi!d .. that !:t'gu::,:es devel'oped' -~sJ:ng -TIm'·can 'Oe' "re'po'rted . and' ~ , • 
",",' ... -., ("-01 ... "", '-"("'-." ·'f.I#"-I'''''' r ~'~I '~"-"I- .... r~ ~·t .. -~(',~,... ("'I"'~ ,., .. " ...... : - ... ,.. .. ' 

included, ~n."th~~~::piib~~~h.ed .~~:la.ne1al s·tate::le·nt·s ~ 'we~I', 3.!3 t!J;1,rigs· v: .. " 
, .. _<,'_"4_ ...... . ....... 1.. '. ... r~ .... ~:~ ... -:) ... . cf. t ::. ..:.:::."'!:' ... ....I',: .. :.~ .... 'J~""'''';~ ... " .. ::; ..... ;-.. :" "':,'{ ~ ... "" '~ . .-:' ... ltt'i~~ .. -

before the SEC •. , Stat! testi:!ied tha.t the u.ti!i-:-les a.re coing ·tnfs·· , .. , 
"'·". ..... ,-' .. ,\· ... 1 ...... ' _ .... ,"" 1 .. \".,...1 ."" Jo ",.,,.1 ,....,. ("fli ~""I.~"" ~. ,..,', ........ -,.." .. '~ f". -.. ..... I..,,.~.-::- ~.",.,:~ ~""'I',:"",:, 

cur:-entiy" in· thei~" 1'9S:f·annu3.l rep6::-ts ';'i:ind:er ""the ~c:ii~anc!ng '." .. _'w'; 
~,~~:, .... :...::~-.; ..... : :-.. '"'~./: ... .2t~,-._.~.: ~.#o':-:;/~ "'~"",./':','.,:,,: f:.C ...... '.: .... _.":.1- .. r; /"oIl '~ .. t:' ... -r.'\-r~- ~ ... ~ ... ,,.._ ...... ,..."'j~ "'rt-,.. .... I-·'··f~j 

account. a.nc.·~tha.t no exceptions ··iler·e. ·t3:ke::. <..o,.··tr:e:!::· "i:id:e'pend'ent""pub'lfc' . 
"""'~' "1'". ;to". ......... ~"'~'''''', 1/'",... ......... ,...., ...... __ _ :",r-", • • ,-.,'" 1...;. fP"'~ ,... .... """1 ...... ,.., ... t.: .. ~ .. ~ ~;. ... , N :.-,. ; _,... _ ..... ;.". 

a.ccounta.nts:·,)··.·-·~~-~· . .;;,._ ... "-'- ." .. '~-, _.':,~'>J_ ~'-.~, ..... ,,-".' ::.;~ ,,;.- I~U_""_ --::, ~ .... "-. 
",.:.:. ~--:'ij'::"-r::.~-:-.I~·:/· ;:, ...... .(.\.-: ...... -.,,' ... ;,- ~.".. *"": ..... ,-"7"." .. \ -. .... ·····10 ... •·• 1_ \ .... , ". "" . ....+.~:,,.,..., _ ..... ·;~ ..... I,..,.. p. ~f'" .... IP ..... (, ....... S. Income Tax-Issu.es'" ..... ~.. .. ,. . .... '<, ~. ..... •••• -" '-;, .- - .:; ... -"" .1;./ ... _... ','.". ' •. -

. ":~:\";'~f;r':' ... ~ ~. " .'" 'r ~ ""'''''''"r- "'''' •. - . ... r ... "",.~. r.. ~ .. ~ ..... ., ~:.. ,",_.". ••.• ~".. ... ,J. r',-"",.~", :,' ~ '" _ ... ".. 

. St3.!f'"" <iisagrees"'Wi'tli a;:pp·I'lc·a:ntf"'s"~content!on,.ltlla.t·~t1ie~e~·a.re·' 
;. ~U'''''' ... ''''''_ r-,- .......... ,-.->,, __ /""-, " .. ' .... _ ........... ~\...; ...... ;.._,..,""'_ ......... " .• .I' _" • ........... ,.r:_ t" ' •• ' :.-"', .... _~ ........ p ._" 

:pos~.ible··'·incOt:le· t~~ p'ro"blems ass~c1a:tec. ·,1"«'1th ~do:9'tion·:of"~'!?..E"·""'1th'" -'" .-
"" .......... '-''''''r;'~' ','" '~"'.' - ..... -! ••• -~ .. ..,. ...... ,~ ..... ,,,.',-.""- --.... ,. ....., ..•... c_ .. "'~ .......... ,. .... ,..>¥i- ~,.. ~ .... " 0_., .... ~...;.. 

:-egard ~o '"the ·'!lor:n3J.izat!on·'r'eqU:!:-e'cent·s . O!·-ACES -and tne· ... :a:tea.ble-·'" 
4."... .. ... ;::".: .~:-~:: " ..... :.~;..,_;.~;.~ _~~:-:: .. : -:r:r':- ._r", .... :' ... ~ "',""'.,,,. ~.~ .• "', ... '~~ ..... :.. -:. ... ";,, (" ~l;\~'~' .. :: _ ....... 

flow. througll,require:nents fo:- ~investt:le:it tax c:-ea:.tts':~ St'af'! q'.lotec.'·· .. 
""I'~ .... ,~ ..... -. I'."\.,,.-- •.•...• ,. .. ~ ..... - '.:\~'. ~~ ,..." •• , 1fI-( ._-. ._('"" ....... , ~ .......... "", ,.1"10~ .. , . ..;, .... "..,,. .• ~( ..... _ .. .,,..,,.~. 

!:-OI! ~ EConoc.1c:· 'l::ix ~R~~ove::y-Aei~,o'! 1'g8r; taw '·'anc.,wE'xpi'a:.riati'o"ri, .~~'." c· __ - ~ - . 

:p~biish~·d: by;.c~~erb~~:ciea;ing\~~~;;·~· ~!;~ .. ;:::~~; f89;:':-cr~~ O!;~·~::-~:: ;:;~: .. :: 
. \-_ ........ , """,.,,..,-,,... ,., ....... , .......... ,- .', .. , .......... , .- .. : ...... ,*,--.,. '::.-;: .... -" .. ,.: ...... (~, .... : .... " - '-~.' -t":' 

N'ori:taliza.tiori,'· Me-enoc. ... de,!ined .'::"'''Fot "~u:-:"oses·'o! ~ e.~"o·:?atag:-aph ('A);' i!1 ~' .. 
",... ~ , .... #0, -. .': .', - f"' -. ":. - •• '- [' - •••• ....,~. t' \ .~.,.,., .... ,. tl"-I.~ •• ", ........ F"'o " -- ..,.. .... ". ~ '" ." .... , ,..., ,.. •• ,... ,... r" _ .... ,,.. ... , r~ 

o~c.e~ 'to" use' a' v 

n,or:W:izat1on' :riethod~'o~'" accou."l-:ing-Wi·th .... resp-ect "'to" a.."lY-
.-' ... .-.. , ~-, ' .. '" ., ~ c~· " F • ", _;.'. ,. I',., .... - ~"" ".~' ... , _ .. ~_"... '" ... ~:..... • ... ~ : '1"" r """.., ..-,,....,..' public utili ty' p:-ope:-ty~' --, _ .. ':.. -~" .. , -" '.", - ~', ~ .-.~ ~ .l.'", wl~! - ~ , ,,i •• ~ 

::.: ... '~.: "(1) ~:: -:h.e -t~:pa;e:, ':c;,wt::'in:':' cb-:~~';i;g:~!';s ":t~:;'?': ~.:,~ ~::-:: ':' =<-: ~::. ~ 
':::~ .~: ... :~:.~ .... ex:pense'::!o=:ptl=poses::'o:::"esta.b~~shir.g.1t$.",:';' .":': ::':".':._:: .:.o::~ ~!' 

• ..:'._: ,CQS~_ ~t ~se~v.1ce.:f~:::: rate~i:tg~pu~p~se~ _ and,,~. . _ ~.... ~. 
~e:nect:!:ng" operating' :-es~-:s ~!'J." i ts-:. ...... " ..... -.'" .'.~ - . < 

' ..... 

.. em"a. ... ed book'" ,..~ ac,"'''''~¥\'''··'' use ,. ~ "'et"'od'··o..tf ... ,..·, - '. _ .... c' • 0' ......... \III ~ 'oJ.. .,.,~t,I,.. ... .. ...- .... u ..... • Joo., .... ...., ... . ".,: 

. ~ . .... deprecia-:ion_·..,..i tb. ... res:pect .. ,to;. 3ucb._p=oper=:j"_ r .::: 

.~. that" is the·': sa:ne··a:s~·· and a: ee,~eclat!:on~ - " .. , ... . 
' .. :-. ""IA'r'1·od-·· "or-· s·· ... h '0' .. '"''I''Ie· ...... '':7';:·· .... a.·~ >4. s"no ·s .... o~ ... e .... · - _' :~ ... _'. ,....~i::.·', ~"::-~. J!..... . ................... • \.": '. "',J'" ~~ ",r":':",,·-:" ..... ,-w .... .., .... ~ ...... __ -~~_ .r_ 

. ~ ,thar .. , -·-:han.-tl':.e- :ethoe.".a.nc.. -oe::ioc. used .. :.:;o~ ... -, - -' c, ~ • 'I·'~. '_ .. 

..... compute - i t~ de,.:-e.e·iatiori·' eXI>e::.se '!o'r-· s-:'cn··-' .. -" ;."., - ~ 
. ~: ." "pu::~os-e s ; ~ ~ ~:.::' : .. ' :' ': \:': ,!~ ,':'; ;.~.~ w ft' ~:j -: ~.4 :: -:. _:t ~ .: .• : ~~. : c.:1 j::: ::) ~ !,:\ I: S~; :~ : ~ 

• •••. ... , •• -- ..... ~ .. -, .. -" .. I' .... ::· ,. _ .... - - ' ... '';' 4.9":;;'-

,.,.. =.' .-



A..82-QZ-40 at a.l. ", .~ \ ~-.... '''J. .., ..... ' --, , 

Staf.f" :,sta.tes that *,i t has complied with the above mandate by: • 
:'~I,":-:: ................ """'«:. \ .. ..J_:' ... ' .. > ... /,' .... 1, ..... """;O#W .;..:..:' .... ,.. ;J_._~'w·,t :.:.:.'::..~.::~'~~-;'-:'.;~~ ~:...~ .. -:; ::;~~':;'J.:.: (~·,::t 

usi:lg ,a. ,s.1nking !tmd, ,d.,el'r,eci,a.ti.oJl. .. Ille~.h.o.d. ~o:::" ~b.o~th )io,ok, ,l):tU::p~s.es, .and,_ .. , 
',,"0 ..... ~ _ .... /If. ,_ .. '~~ .. .,.,. ... ,; ... _~ .... ..,~ .. ',." .... 1'~;.,.~ ....... -. -.J~#,10- .. "' • ...1 ~' ... _ .. '..., .J ...... ~I ... )~{:,.,. .... , ... '_,. , ...... , ".,.-... .... _ ...... r:-v 

to com?i?,:~~:::;~;;e~~e::~.~. ~~~:.~:t:',~~e~~~~g;:~~~l'~~~s,~;.:/::~:j~:~~~ ~::~::a.~ ... ::, 
;O-year .:l~e, .. to. "c,ompu:e:e, b~,ok. ~depr.e.c,,1a:t1o.n. and". ;the., ... sam.e;,J.it'~ .i%?- -c .'. '" "_ : •• 

~ ............... _ .... ..." ......... '.r,. ... ""..,.._.,' .. '~' .. '.,/ ..... _. __ /llu ...... ;.. ....... 'I~'#I ..... ~\ .,. ... -1._ ._, .... /"\'..,1 ~J.,)_._ .... p .. . 

computi:c.gr,tax .. exp,ense,s,. _ .sta.!~ a=.gJ.e,s "tha:: /*,1 ~,ne.s~.es .... Reend~r~ ,..and. ""_,. ~ 
.~~~a_ ..... ~, ...... ,, __ ... .., ..... /11_ "' .... ~ ............. ~ .... __ ... .I" ,,J' "'.;../, .. ,.. ... ' e,_' :: .. ':. .... .'1",..,. _I ..... ,.,. . ...:,. ~ .. ,:; ... ....; ......... __ ..,,;~ 

Dacek~:~~.:~~~:t~~n~~t~-;~t.~~, ~';~i:8~~. e.'0:7/~~~e; ~''':~ ~!~.~:~~ ~~~:~.~~:"':' 
to :!low-th.=.o~ "the :.bene.!'i:ts ;. o! "accele::::a.ted del'reeiation :ore .ra1'1dly 

,..J ... "" .. __ ._..-.. _~ __ "0" .......................... _I,J .... ~.,,"''',.,..~ ...... _._10,,'''''''''''' ~ ...... j'" .. :-,_1' .. :"", ""~,,,,'f ••• '" ",: ... _' .... _J.» •. '~:, 

as. Jlothi.ng ,J!1o.r,e. ~.h:9Jl ~re.d. ,.he.r.r1ng. _ ~ , ... " :', , .. ,,' r '".'";'" '_,. ,. -.' _ ; ... ,: ..... ,.. "," .. ~'''' 
~ ..... ~ ,,' •• ' ............ ,,-: 6' _ •• ,.. ....,_ .......... ". -'_ ........... :.J~"", _ .... '_ .....,'., _ ..... . J .... ,'-' _.'" ... .." /.' ....... \0 ... _1+'''''11 _'.., __ !_~ .. 1, .... '" 

".,'., " _", ,.,Sts.!!,.conclildes,_that conventional, ratemak1!!g -has :!a.iled. 
.... "..! .... ~ ~ ... ~.J·v .... - ... .. , .. " _ ... '...1 __ •. '~:..,. ..... _ ~~.;.w'.:''':''~' :.:; ......... ¥..::. .~ ..... _J' ....... :.r. !:~);.,.:,:.; ';'-' -.,.--:(:,,',:':,:,~~ ... -: 

beca.~s.e ;i t Jlas ene.ourage,d.,J.~et!i.ciency.. ,and economic "'(aste .. '. ~?3 
,v ...... ,,' .,. .... ''''' ... '..;'~ .': ~!.~ ........ : •.• ) ..:.. ... -~_ ; ..... ~:~,..:;... "'; ...... ~~.-.; .... ~~ ~' • .;..,_," _'; .• p: .... :~~~_ ~ ::~::.~j~.c ;.7··::':":_~ ':"'_~I:' '7, ' .. ,.:':' 

sho~~, .no~ b,e~ ad.~.~:t~.~, ~_j).~:;'"o.~ a ":;~?!,,,~1::e~~~~,n ~;,~ ,u~i;~!y.. t,~ .. ', ,. , 
". ~",", .... , .. , ......... L~ __ '. '~ .... ' .o#'\. .~~" .... , ... " y .... _""_"'~"_"'''~ ",. ', ..... ~, • _ .... (. ... ...." .J" _; ...... ~ 

ra. te=.3.king I.~~icl?: .:~i~.~, ,2!"o~~~,e .. ~~.ox;ot:,1..c ;,,;~~1~i~~C~.~ ., :.~ta!~ ,;~~e::;~~;t~ " .r 
~ .. , _. ...... ," _ .. __ • ".. ,~ ".' ,n, _ _ _ ..... ~...... • _ l. .... p_ ~. Ow ...... _... .... of.' ~ .. ..................#11 III l..! .... ~ 'J' ~ '"'~ '.. •• _.,. .... ...-' ""'" 

dou.'bts that SON'GS_2 ,&" would have 'been b.uilt ha.d not investors 
.. .. "-, "', (~.... v J' r,' ,','" *., - .... ~' .j" .' - .. .,.. "', ..... t', - r" , I - ......... .. -' /-'.. ..; ,'" ... ~ - ...... f· -+~ ,_ ...... - ,.. - _. -.,. 

expect,e,d'~,e,~s,t;p~~s,'rat,~~1,~~'~, .. .st,~{:).ei~~v~~ ,.,~.~~'t~ ~ ~~~~" ~v~~~~~:,~ . 
.... _. '""" _~ ... ",' "".JI~. h-' •• ..1., ... _".. ..... .. .......... ",' 1, __ .. ~ ~ .. , ... ' .) ~ ."" .... ... ... ... ',. _ \ ....,. "...- ... .,), • v .~ It<. ,''' .., .... p.,.! ~) ,;..,. .. wi ....... 

cost pr'icing is the eeonomic idea.l for prot:lot!ng efficiency and . 
"", - ,.. r~ - ,.. ... '" ~.,.. ", 

fairly allocating costs and risks, it does nO~,.r:~So~~l'ld ",~d9~~·i~rl~ o£'-'" 
,.,.,"' ....... I~, ... 7 ..... · ... ~·_o'""'.~., ..... 

a.v~,~~.e~ -;~.~:~:~~::-c~~:.:~~~.":~c:~d ~1~:~~::;:~ ~::::lfz~f:.~~y:·~t~-:·~:s E:ovever, ., 
staff _;'oe;ieves, .. tha.:t. i:t~is a:ppt:oPFiat~ ~::or ~~~ .9.~~1:::~~O~_~? .. ~e".~"., ... _ 

_ ~ • .' •• I ............ _'-" •• v_ .... ... ;..' ....... J.,.". ~ .. ,. _~ _ ... ~ "',,_ ............... _ • .,._~., ......... ,.) """ ....... ~'I,o- , .... ', .. ,........... ..... ~ ........ 1., 

tra.nsi tion towar,e, avoide,d ,cost rates by s:rs~el:aticall7 a.dopting '!?.3 . ) 
'", ,; ... ~"~:':".:..~.~ 'j~:.~ ~.::.:~'" ;;~-... ).-, ;,~. :";:: .. '; .,.::1.),,: _.lw'~;' :' .. ~~:: ... :::~~~~ ' ..... .,i:~:. :~J;":. ~: •• ~:; C ,,,::,,,_::,". /".~ 

for .. SONGS 2-.&_3 ini:tia.~~l, ~d ~~~;~~<j;:_ot;~:.- ~~;~t~:r .. ~~~t~: .. ,-.;: .. ,,~" ~'., 
.. .. "" ~."" •• # _ ~ - • "" .~ • "\... '" -~ _ ... .a -.' ........ ' ~ •• ~ ~ ~ '6 ~..... "'"'' • ....... ' ..... ",,' -- < ) ,"-,~.. ~ .. (_' '.'... • •• ,;, ..... ' .... _ • , \I ~. _, M.' .... 

recoClends th.at the. CO;::Jlission o:d.er· utili ties to ~der't~e-.a. si::.ila:-
~ ::: ..... : ... :~ .': .... : _:""' I:~ ;.~ :-:.r:' ',: ,::'; _ .' ~ =.,1,":'" ::. ::':. ... ~ J.". ~ '.-.' "/ .~; ':"" ~"r,:: :.::.:. (.. ~),.:.=::.,~,:::;",:", .:~ ~', -: til: 

quanti tat1:v:e a."l.a1ysls o! TR3 presen'ted .. by the sta.:f':! i:l this. case to 
~'_ ~~'';~ .,'r.#,7 .. '.~)"i"./,:-,~,~-; • "...,::_ ff':'>:'!~'~:';', ,~:.'":...:.: .. """':, ... :' ':~~'-;".:"":::::':: ....... ,.; =:"'~~""':"'r.',. ~:.~ 

'de~er:ni~e ~Ae.~J?e.~ .,~" .. sh..qUJ.~._?~._a.~p~;~d _~r~~4ly.(to ,.~~~.,,~t~~:: .. ~~ilf~:t .. ; 
,. . ••. f, ... i • ~ .. ~ .. ' • "\ .... ' ........ ' , •. "'"' II.< 'J _ V ... , I, .• '.,. ',' .. ~ ~, .1 ... ' .. .. ....... ', ,. .-,-. ' .. , .... 'r "'_oj. ¥ ' ... ,,' ~ .. ~~ _' , __ ,, __ r ",." , .""" ~. 

assets .... 0:- ,ailb~k:~.lect~icity "s).1.pply .assets. Sta!:f' sta.'tes that it 
......... ~)"" .. : .... ,,.. ..... t .. '"_''''' ;.. .... _ .. ,· ...... ""J·..,.J_I.:.~ _' .. ' Jo._ .. -"',,'..':~ t:':.' .. ~, .. · ......... :· . .: ... ,.~::=-:7:;..:\' ;.: J' .. 'I:';;';~: ~:':' ""::.':-;.:.":'-::' 

has provided the Co::mission ...... ~ til all deta.ils r~~~i::~~ ... ::Or._ " . _, ~ " . .- . ., 
'~I"""",,,,,.,,,- ~"' ....... _ .... __ '_._~""".", 

i::lple:.ent1ng 'nffi., .. :f'or ~,SONGS"2. ,8:_';..exc-e;pt~!or ~ -;he,,"choice~o!., an .. a.sset . 
..1,-,...... ,',...... (It ..... _ ....... ~ .. __ ..... •• _ .... ' ......... '... .. oj., ~+., .~, .. '._ .. , ~ '-:' .. J', ,,... ; 

appreciation in<!ex. ~ ::St.a.!~~'i::l~;i,ts ~·or:i;et'-:::=eeo=e::.ds::t;e';;3.doption o:! . . ~ ". .' 
the. gross nat!~nii';p;od;'et:,'e:~i!a~ar~ ser.ies:.a.s~\an:~ppr~priate' index • 

." ". ~ .• - ...... - ~ ......... '''.- ... -. r~·'·~"'''·''','·· .. w •• I:::· ..... \.'-'.~ ..... _...:p 
':I. 't)o~i .. ion-oJ/'''Ot ..... er: ':)a. .... t,~'AS-····-·~,··' .• ,. '" -~~ .. ,(-~ .... ~ ,-• ..;;.> ~ _ ... , u .......... -;; ...... t ............ .J.., .. ,' _." ...... '_ ........ .., ... ,.'\".i .... ,_.~.~: ... :,' ~ 

E:a.roie. :~i~~~~i~~<!:a. =b'::!e!;.a~~ :a:~~~dr.~ga.l~~~ SDGa' s 
, .... __ ...... ","" _ .. ,..'t" .. ~ ... , ... ,~. __ •• "..J .. ~, L' ~.-.I .... .;-.,., ._ ... _... ..-#., ...... oF ......... 

financial policy.: of paying;. inte'res:t,;and .d;iy:ie,e~:~s:;, !.r<JOt:: ~he proceeds 
.... .. .. .,", 

0-: new debt and :eoC:::tori st6ck~isscies :·neeess:1~atea:'b7.":1:·he ouileing o! 
~ ~:~~; -; ,:;..:. r,:< :;;:: '~:'~:- ;~ :~. ;: ~ _; ;;,~ ~,-:.' , .. :,,: :~ J:_,~.. ':'~:";.' ~'.;t:- ,;,.;C:::1:;:' 

SONGS a deea.de betore there· ...... as a. need !or the; ;iny.e~~~nt- ~o 

eor:-eet the pro'ble:::.s o"! r..egative ret"J.rns ...,hich SDGd:E r.as.sus'tained 
tor at least the past 5 years, :Soxer!ecoQIllendsth.at: 

.;: .... 

so 
• 



.. 
" .... 

• 

" 
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""> :. ~::::',>:"1:-;; SDG&E:-.be pr:oM~bi.:t~~;,.!.t::om:~,~~g:".~pl~_a:I:,,) ~ ;'-'~'J~:~ !:;". 
investments to inerease generati~g capacity. 

,: ,: :-:.~,~"f ::;',-':' ::;: A,l,l'::.n:ecess.a:ey .cos:::s' ~,~te,nd,,,a.ist.r~bu:t.1011, e-'" .",.",.~" 
system 'be billed to property' owners ~ '-'no' , ... ~ .... ''', --,,¥ ,'" 

:: : ~ ,;:, ,::'~:: ;,.benef1:t:-~"!rom: such jloo..k-u,p ......... ,., ~~ "",~ ..... ,._" .. ,. ~ '._ .... I'" -::, .... , .. ,~, 
... • ~_ ...... , ................ _ - ......... """ ... ~/- ' ...... ', • ." ,.J T,I ... ,I, ..... ." 

.' ... '. .".. ..2."", .Restrict SDG&E's a.uthorized ret",l:-n on coctlon 
. , '.'·e'q..u't7~"to'N ti'ie- average': .:ror::':the::-"e·ntfre: ·:tn:dt:s:try <;'~ ~'~',:"I" 

,', ,,'. "-::"'~ .w" '.. ::'~:~'~'~i~~;~3\1~~fi:ea.~~k~::,<~~~~:.s·:;~;,~~~zJ;' ~~ ~~~~:': 
;. SDG&E be required to utilize the 7!~,1;~/:>"j$' :~_,"",~;:_r .. :v,,., 

a.uthorized., ret",lr~ on rate base to retire long-' - .. w_ 

term debta.ft~cillte~s:t:;:and.:,.m.a.ada.,~:';Y:o~b..~ 
requirements have been ·met. . 

Boxer oPP~s~J' ~?~~ad~pt=!O~=~~::;ITP3 ;;:as-:·:oe:£n~··;jnneees'sa:ry.l":and d1sr'.lpti ve 
at this t1me ... ,":~:·:a:e:' b~l"1e'v..e-s.;:t.ha~ ·h±s~:pr:o'POsak:::pr<>Y.1:dE!S-; a:.::3<0111't,1on to 
SDG&E' $ cur,rent .. :!inaJlCial pr,opl~:ns. , 

.' C-;~~~;r "'c~~i;~~~ . ~~~ ~C~11io;~i~::tC~~;~~}~):" ;~res~nt1!lg 
Southern Ca.1i!ornia Edison'~c~t¢me;~ ~i:.g..ied~ th:it)~d.eS~te~~the cheapest 
oil prices in ::a::·~-eea.d:e;;:.:aM.: eons.e':'la.'t±:~n"::p:I:ae-ti-c:es~O'!:~.th~ c'tW:tocers 

the cost per ~~::~ve ... :;n~;.e~~~,,:'b~~.~?-~:~·~.~f ~~::,~~~~~J.:.:.~r~~ al~~t:'oss 
called SONGS' 2 & :;. Consumers 'believes, that the ·,r.-lIlld~all gains 
enjo~ed b~ Edison !:'om th~·;~~~e~';;b.~at~;'~~v;':;hOU1dob:eo~~~d to 

-: ... i -~~r-';" .'-'-_ 7.-"rf"""""':' 10.'· .... , .. w ..... .,.,. ..... ....... 

- ·c'om:pen:sate,l'!or.''the'" C'o'St'-o·! \own1·!1·g:a.nd ':'ope:r-ati'":"~=SONGSi~'Z: to~;',.t"';' 

::Coc.Silmers';::::-eco=e:ld-5' "'that ~.l10-,rate,.. a.c.t1o.n.~e~ taken. pn .SONGS until a:l 
, ..... ~, '.. ..... .',.... ' ... ,., .. 'w/_ - .",' .,."-- ., ..... _ (~.~ ... ~ • ...; ... :.,.';:,,/ "~~.,;.!·-, .. ;"''':i'':':~z.e :;J:;:': 

~acco!lntin& of :the. ef'!ects of the :-ecent heat -,ra-'es ha.ve been :ade .. 
':HW~.' ... '.- '''::'v~~';;;rdCUtti.it=; ~t;~cNg~~i'~atici;~(£o.?i) ·~r~ee t£:a:~ since 

., ,'- ~ "',"".../_ 1. ",," j .. _,..... .....' • j j 

1980· ra:tes' "in 'Ca11fO:rn!a:~ba'Ve ~r:isen .. !:tw1:ce~a:s..:~;;; 3S th-e;;:.res:t' ;<>!.:: the 

·:<~Cou::.t'1'Y'Icas--:a~,v.hol:e and ... "t.h.at,~,E.diso.n. .is·.r.a.t,ed",as .. one 0:£ the :pre.!erred 
• • < .. I. _ ..... '.'" _" ...... .., ...... ,,",,~I", "-'_ ,..... ... ... _. ~.:.<f"!': I":.~\o< :':..;.. ,;:~.';"':::'~~"-_"':: 

utili-:!.es by.Wall Street. ':l:h.e:"e!o:"e~ the:-e is no :-ea.son-to feel 
so:'r1 '!o;:' Ed.-{~~:~~ iU:&~£.s:£~~=rt~~::;'he ·$~~~'?-~P3-:7.0po-Sa.I':~~~oses 

....... .:1" ~ ... .r '~'" \ ' \ . the-'al..i.op V.I.-on.:' <>f a;':.call";'·c'I'lI tCF;~'!C!me(:e'Ssa:::y s1.-.nce: it .. :v·~~·oi$:!t.h~':J:!~F as 

alreac.y being. too weak ...... ,,,.<~._ 0 ........... ',,-,, ...,.. _... ,. . 
. • - ........... - .............. .; ... "'* ...., ... -;0 .. "';t!::,:.,. r. t:,. ')- ~~~"..~c,f"If,. '~,..~ """""'r; rc ,.' 

Mr. Duncan a:-gued in s1.::pport ot the-sta.!i' s"'~ositio'il"ontl:e 
TCP cap and com.:plimented the sta.~! !or its T?.3 proposal • 
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G _ Di:5cu.ssioa • 
~:~~:~ ~: ~:~~0: ~0:~~~~~~~ :'~~~:? -~"-~~~~ ~ 

require ~:'I~tiO~ ~trea~n~ :,':In~\~rt~~~:': W!;~e::~:or:~rned.that ~"le 
z ~=00~ ~; a~~~~~ ~~ ~~~= ~~- ·0' ~~-W-~0- ~~ 

following reat~· or the SO~S,.projeet· Ul1ght, rend'e'~ ; the: plant3 ~table tor-- .... ' ....... ,' ...... "' .................. .r;""' .... , __ .,1 ____ .... 'Y .... ;..;.-.:.~. 

. .... 

'. ',';:' ~. ':;: :.: ,,:,2'::: At.:.~t. .~tim.te3 ... or, .co:s~,.~ ,~e.~add1tion of SON CiS ~ &: ? 
"" J... .. \ ...... _ .• ,... .. , .... ~ _ .... ____ ••. ..., ......... ~ ! •• /,.;~,: -:::~:~ .. ::;I'>:::o~; .... : ~ ".'~,:-:,:::: 

;-:: ~. ~",:, :. \tUx:: ~~t~abOut:J;~-: of:the ut1l1 t1~':,· rate~ bases, •. CI::'.~ ;;- ~~ ~ ;', :'. =-1: 

, . 3 _ l'lle tenfold 1tlcrea!\e in the' P~j~·'";'; ~ ~ -ihe7. t-c...me': :or ::'::: ::: : 2 
~~.~,."':, ... : .... > .. <..; .~. -: ~~: ~ . ::~ ...:, J~!) ::'~' ,:: .. ~ .:.:. ~ ~:'. ~~:: C': .'~ ~.!.:~: H::, :: ~ ~ ~." ~ ~J'~'c:; ~ -: ::' =.:: ::,~ C : 

',': /~ .:' '., :: ~ ,', ~ :eer.tif'.ica.t1on.. to the..:time of, eom;>l~tioo_. '. : .- , . . 
.. .. , ,~ -:. '.- .. ~.. -, ~ .. ~... ... . .., ..... ,:;.' ., -,~ : ...... ':;' ..... . .1-.- _____ ., ..... ~ or< ,;..,'..::.. :;, ... :.~:c::.._~:· :-:-: ~ .. 1,~~:", .:.. ':':: 

:,. -:" -::': 4:-:" -: The=ertect ':~ t'ates.:ot::suQh-,a ~'L~. addit.10tl:~':'Plantr..:. ~~ ':'~}.: ":::- . ~ 

~; ::~: ': ~"5: ~~ ... ~ -:. d~P~~t1;g ~onran~~/reeorcfatid~joW-"caPae1-tY -::~,::: :- ::,:::.~. ~ :' • 
';;:~~::-. !~~~~:~~.~~~-;~~~"~~i~ ~~~.:~:: .:::~ s: 3·:~::~ >:~~' .. :,: 

.••. , ..... ,.., .~r· ... _',,_ .... , ... ':., .•• ' .. ;.T'\:~.·".. :~:~'':~:: -=::'·=-t: .. >l..·~ '~'''::- :::tI::' .. ,,:,:~::;,~: -',tC" )!l .. ·.:,:o-""rr/ 

An .additioca!:·: eooeet"O ~:-tIOt ;~ically ·:related.. ~ ~the~SONGS. PrOje;et ~but 
•. , - ~ ....... ~ •••• " __ .'''' _"#"'f" ... v_ ................. ~.";' __ .." ...... ' 

:; .'. ~c1 ~ig;,;;li ~~binS ::1mPl1eat1om' ~ror::atl :ac1<11tj;oO:':to::rate':tase'~a:s: :la....~ 
.. ' ... ::!~': ~~'~;":": '~""'\'~:: ;: .. r:'~;"tI·;':,:W". :-:""'.,,.:: t ..... ,"·,,~.I'\- . ..: .. ,.:-:: ..... " ... ) .·..,... ...... f ........ ,.. .. "c·'" ("I.,... .... "' ... ,... _,..., ~-,,,, ....... ;>o,~ ... : 

, ~.~ SONes 2.and_3:- ! ~ eoneer:n ~. 6ui:ot OJt: i=-eal1z.ation"that the-irnat,1ot'l 
.," .... ' - ~,.~ .............. : ... - .... : ...... _. :;1 ..... _-.... :.', ...... :_".":.::-::,: «7'_.:>;. '1.:~ ~":t:".t·.~· ~"',,: .. \.:~\;.,."~: 
.:,. ~: that ha<i -:g:ocwn to" una:sually higp"level:5 c1n the .late N t970~ ,and that. ,vas _ """. 

• , ... . ' -~ ,. _. _ • ~ " ....... _ ..-' _......... ..,... \.0; "-'~ .... ........ 'Iv;.: t-.,.:. 

~ .. ~~;~inS:in the ··earli·:,q~; ~ba(f:~ t~ :.the::·~t!alcipi'taJ:-~~:"Y .'3ale:e 
_f:_ .... ,:: :.:-:- :!:::.::~.: .. ~ -:'.'"": .. ::::. t: .. :.~·,;~:- r l .. "'-t-:-:-,...,~r.,~·- -r:...:..,"- ... ~' - it,./'/ It;-,.· 1i", .... :..-., ... • ,_ .. 

".- '. ,~.assnned.:.1n .tradit1onal .. rat.e:mak1ng.· .. While -inhaii'oa'1:i eurrently"'at:' .. ' - ~ - - ... -
'. ~_~:; ...... , .... ':." -7,. _ ..... ~ -- •.••• ~ ,~.:," .... -: .. ,:~ •. ~ .... ::; I_::·~._' •• ":'::':;~:: -::::;~:',:";''':::'';:; 

". " '~eorIlParat1vely·'low level$:.. 1t~1lBY;:"i:lcr.ea3e:~aga11)· dut"1ng:-:,the 11·!e:t1l:le-. ..or~ .. th~, .:-
•• • ... .. ........ ....... .. .. .,t". 

plan1"..$: and ther"d'or-e is a factor to be eonsid<ered .. - ;~~~; 'i·· . .; ~:: ::' ~:-:..; .~\: .,:;',,:,: ' .. - - (' 

:.C :~o...::..:,:,:<: .:; .. : .. :.~~::: ':~:-.: "::, :*'~:!:::::;..'7 .. ' .":~ ;,.:,;::;,~~,~ . .::..c:.~:,~: .~:-:' 

~ ,," r~ ,.' _ ........ ,... .'::. ... 'Z''"'''' .,.., ....... 
............ , ..... '"' ............ "",:,. . ... , .. - ..... "'- -........ -.. ",,-

. ',: . 
. '. 
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'e· 

• 

• 1..82-02-40 et: 0111.. d9,/ to; .". 

... 1 ~ ... 'roo jA. 1 __ 

t' • ....... i .... "'_,.,., .W!' 

.. -:.:" COst~ ~~;.;y ;'; :"th'e '-iatiiii~t: payment:s .. :-a'nd' rth~~~~eet-"":JI: beiiet!.ts:::are:: fa1r!y 

:~:;.: :.:: ;~bri ov~~~ume::~':In~r3i: ~tY-1s·welr-~~e<r.;!3:5 :ra~~.:.eo:s~ 

....... I •• ..-.- t ~ .... : -4> ;./..,.., 1 I" ., """ " ,... "" " 

...... ,.~. .' HoWeve.,; -1n!lati6c:;a:rree~;the~'~ ;:between '!:the ~utn:tty"..sJeap1tal 

'..::'":reeove;.;:i.nd the' benefit.:;~~ved bi ~aYm:-O·~DUr!ng~t!Oriiryt.+...ime$ • 
. , . ;"':':-:"'rit:~;y~~'::£r;:the::-i1;St'~~or the~;;lint:'S~l£!e'-~ay·:ratei"'..th3t:"are-:m:eh 

~:. ",~ :', """ r', - .'- ".,~,-~ ""'.~ ~,,,..,~, ',_' "'t ',. ...... , ... ,. .... , "/.,1'1 L. ~ 
....... _ .. , ··~ter-tban·-the-bener1~·they receive, 'beea~e':1:nrrat,,!¢ri:~lIY::~u:t~ 

.: ~: .... :r:~ibi~::·~~"·~ th~:Uri~~1it~-:pOrt1on:Of"=th~.:pl~'::J~O:;i;;':0n!the ot..~er 
~ .. " ... '''', ~J :~: ;" !') _j ............ "'11.... "- -- ,'''' ... "",.. .... ' ... , ..... _ ..... _ ~ .. ' ---..., ".... l.., • '. _ ". ....... ,J....\' \ ... 

hand', ratepayers·:tIl 'the"1atter::part;··or·-the"'PJ:ant,f3care~pay rat'eS':that i3.re much 
~';I)~.~ ... ~"..., .... ~~.-..,- ' .• ~_~ 611"..- "'0(,..11'.-.,,..,,...,.. ....... :",,~.":.,~ , ",' .. I"J ...... ',,. • ,. 

l~ than -the""beoet1t:!r they 'reeei ve; - beea~~.J1nflat1on~1nerease3~!tl:le::v.alue o! 
"1.. c~~ ........... "J.. ..... ('.'\0 <A ... ~,.-. "'_/~~. , .. ,... • j_,. ,....,. . ' ..... ' 

."" the'l'lant·s eo.tptlt.;;'· With-· ~··er!'~ .. or:1nflation. ,trad:teOt'la'l~~g 

'-""', .... r,..,.I·,." .... ·--~,...~, .. ,.."..,..."',. .. j' .. "' ......... ., ."'~"''' .. '- 1 j" • 

...... '" ···.,I'!'he-1nteraet!on··'or· these- eoric:erns <With:; oorivent1onaJ..-:ratemakirJ~'treilt=ent o! 

iaiis"'. {~':,'~ ~bid"'" 'two· ~tr~l)iir.g imP::£catioris:'::': Fl:rs~r.we'were:!·eoneerned that 
I· .. ;'~',,. ,..,·'.,., ..... t\ ~~'tl" ... .).'. _..- ...... ~~~ ... __ .• _ ...... _#P~_ ,., .. ,~ ~. 

ratepayers' 'during' the' ·earlyyear:t'·o!' 'ope"ation 'WOIllcr-~r:: ~4!.3~rooport.1oca~ 

~·~~o~ 'the"~~' O'f;tbe: p~:'; 'IdeallY:;; today":S::ratep3yer~v!Sho.lld ,ay the 
.... '" ... ' - ..... .. ~ ~.... ~.., .. ' 

. .. ........ zaie'-pn6e iir-r6on:stant tdol1~":-fcr a\=uriit 'ot;~eIeCtr1e!t"! ~I.b'rr%> pl~t as 
"."'''"~ -::~~'.":~': -. . ... - ~ •• _JA""-j''''~'\ "' .................. ,.. ..... "' ..... ,. -",.., ...... ' t-'" -. 

. .' ratepay~"~·"'Yea%"'Z'-from-"nOW' .. " at: :the '~...e<f:e"J(1~~£'tthe:-~~lant:'~~=e~l 

• 

~._ ~ • '''.~ ,... ~ ... ~ .... ,J "lot '.. _" '" '..... ". , ... 

. -1;1te': St:!ff"s anal-yS~ i'".:w-i~~:~sumedt * .. per.een~ general:: 1nO.atiOC;.,~I;3hQw~ -:'''le 

·-.'.potenti3.i~exteetr.or·\:i."'i!~ pl"'Ob!em. ":':-''(eecrd:tng .to.:::sta!'f\~ eoo~~~·\%"atecaking 

would require Edi~Ol'l'S ratepay~ to .,ay $~60;1Il~·'·J1:on·~:y~ net,~or~el 

, __ ,.. • .J.. .... "., ... ~ ...... , ....... ',.~ ... ' ..... '...- • 

absolutely $lt'"e that~ the-'plants' ...-1ll-~te·' !~':t.'le1r: ent!reeprojeeted ~et'.ll 

live~ •. rui~;'a':ri;if~Ch we-:iir.;t'":notr"~or-e:::.;:~.er"!COtiVen~~onal 
.I 



A.82-o2-40 et &1... de; 

~:' .:~ .ratemaJ<:1ng..-.::'tbe:"U~:ty,&T'eOO.vers.:DOSt..,ot.,the.,·~ on, i~_inYestl:lent c;u1ckly • 
... • "-' .. ', •• ' .,., __ •• J>.,J •• ~"",-,,,,,._ ""0' .... -... ' .... ,.r ..... <11_~,;;,..:, •• ~_\ .. _ .. . 

'.' ~",:.":".1:c·:~tbe:: .~t'ly: yea.rs..ot:.~tiorl. ,teca~ 1t_ear,:t5 ..1u ,.r.ate .of . return, on the 
... • ........... , '" -.~ ..... ," t '_.,." • •• , ' .. ' '_, _ •• ' •• ",.;'..., .... , :.1 • ..., '" \ •. '::l. ::..;, ......... ~ __ 'f ... __ '-; 

::~:~~>::ucdepreciat~ ;:Ca~1~=~, ~~~ ~~'~.,::~~:-.~~~2:~~/.: ~.::~~ plant 

fail:s 1Il the fifteenth :J.~!~ ~~~,:f~ ~~l~~:-~~::!3~~.-;~ld 

llave-:-paid ·.most·:.Or .. the ,,~lant.'--3 t'\tot;U~revenue~1~t... _al t.hou~ t..'le 'Plant 
• '..,.. " '~"" "'''''.,-,,"''..- ~.I ••• _ .~,.,.;.t. -..I """';_~"""""' .. II_ ~·:'0'",'_'_'''Or:. 

. ::.:-.":::~w~ld~(ha~e:-~~_-:fo:: ~y.;~ ~ ;~ ~~ .. ..l..1.;~::,.: ~. ~~~':c~,~tbe 

"othee,"ban<h'.,:W1ll, :MVe."rec:o~..a -large majotity ... of .. its total expected :"eVe:'"'....le 
'. ' • • f ..... - .-, .. - .;< ..... !,,...)_..... ..... l.v .... _'"""\ .. ' •. ; :._ ... '.:.:<": .... ,:-. .'!'"":-:,., \~A..iq-:.'.:;~,~' 

.:.:.·~~th~.~opex:a~on;~,":~ ... :~~~ •. ~.~~ ~:'!~~.=~~~~t~~"':~~?tebase, 

~.: .. :; ~the :-ut111ty.,',"-1~ :will~be ... d1.s'P~r"tionately' =mall.. iIn'len the actual e!!"~.." 
, J~ ' ..... " 1",- .. I.~ ... • ' ......... _ .... ' ... I-~ _.~ .... " ... ~' .. ; ._~~' •• .' •• _ '.,"::: .~:':.;, :;::""':..:.:..::'~r,": ~ ... )~::,2;: 

"-~ ,~.;":.:eocs!:der.ed.~,it::1:5:4~~~:.~c,~t~~i.~,,:~~~,:"~~:~~~~~~~r ;:~:1r 

:; ~~~b •• bl't:most ·-of:. t.'le11"".ea;)1tal.1n~t:oe:lt.", in .. the.-roem or tax 
,- • .... ..... • ..... -..... ~ ........ _, ..... -./'/ ...... ""'I,',l~~ ..... ... J. '"", 

breaks.. in ~·the::.'eat"lY';yeae5 ;or ~·a'.:.'j)lan~~:s. ..:~t1~.~.~; :.~-::~::.n ~7S:~~ 

• 

-, ~ ~'-:. -:':.~tworoldh.that;:the-:~r...sk."or::":a:p.lanr.'$.~ly~ ~;.'~,~a:l;~:~~,Conately on • 

-~; .... ~ ratepayers:,,,,:a:ld<.·.that-..uti11~~.mamgece:lt :..o.ll..,ha,ve a .l~ed r1nan~i¥~ 
. ' • "". .. ............ ~.~ .----- - ... ,. -- ......... ' ....... - ~ .... "*.' ........ ':. ':;"':7!~., ;,. .;:.~".':/-

.. :-.:: ',::-:- :::': Re~ly.,: :.tl'l1.s' ~k' for early t'a1lure. 13, not. an..J,..-,sigo.it;1~~t 
• t .. ' ..... ~ .. ~ .'_"'J~"'_", _ ... ~ ........ _1 _,...., • ..." .. ' • ..,,; -:, ........ ~:;,) ~~J~7..:: 

'. - :" ~ -' .~.:; eocs1der.at1oa::. ',: .:!nr .. Cal:1'forn1a ~-alone~ w~;~~ve., ~ .tbe- .wexpeeted.,...;early .. elo=ing 
.......... - .,.,. • -" ..... ,. - -- ... _ ... _ ;0,. _'"":. •• '\.. ... ," .~ 

~ :">'~:o~ ·the;.'Rumboldt<'%:Uel-ear.1'laat:~Q!:~Paei!'i~. Ca.!\....an(!,..El~~c .~Coc:pany~ and. a leg""_~ 
, . JI. ..1,.... _ ~ ...... ' ~ .... ~ ~ ~ .':' ' ... 'J~ .~I _ .","': 

thi= 'Proe~ding very attraet1 ve to",uz. ~ ,,,!n,.~~1cular" .• ,,, tl:le l.trem1ed rate ~ 
..... ~ -., .... _ . ., ........ - ._-- ........ , ........ ~ ~ .. .". ................... ~ ... J ~I".~.; 

~.:' ::: :-pxyposal ;-.~~elop4ed .-·~ . ..sta!'!',·.Pt'Ovides ~an .. int~ting*:lethod· or balancing the 
- . .j •••• - ....... --~ -- .. f.' ... ...1 ...... '-' ..... "'! ...... _ .:: ....... ""fI ........ _~ __ \ J:~c:.: ....... " .. ; ';"':.,. 

~:...i:~ .. ~; •. ':'1n~~ .. or~ra~yers:,...,.tbe-:"ut:.Uitie3 •.. ane.1:lvestors- ~ . 
... ...... • '. ... ~ ....... '. '...... --_.... V'¥ ,,1oojI ... - ..... !;.,~....... ....;,; ~ .. .:.. ~-.~~ ':r .... (';~:.· !'::j~;::: 

:~:!he=ut1l1t1~~~~~,~~ ~~~~;~!~~:o:::~ . . ::~':::::' •• 



A.82-02-4P et 4~_ 49 .. 
• 

,. • ... -, .. ~. .... 1,. 
,"-,-' -,'-' 

Ok I. ,..,.. ,.;r II 

..J~"'-- ....... ,,:- .. ,,::, .,.1 

e· 
..' ',.., ', ........ ,............ • •• ..,j.'" "' ...... ~ .. " \.. ~,...... ,'".-........ "'.. ' 

~-" ~ "" ·'E41son"'a:s:sert:5..Jthat·awl:1eat1On<'~of':'!RB·:!3-·:un!a.wt\::: ~e:1t-:ra113 to meet 

-~'. ....... .... "" .... -r,.. - - ... r ". . ~....... "" • .. . ~ 

the :standards or'the -cl:~!'I1e~-arx1wB11Jer!-e!d:'"~es;",,::rn.;~ee, ~ 

.. : -": -~;:;'thit:,·aevia.ung:·rrom';CalVentf<mal~o~~ ~t~'Mltemaktrig:\I11l ~l~ in 

- ..... ' , , ...... -""_.""''''-. ~ ~~ .......... .. to,..........,..·o ........ of, ~ ........ M_., .. _.,....... ~ .......... ,. , _I ..,. 

'revenu~-':so:-'low-as:·'to·'~legally-unre~ble; !'at ~I~~in'Othe~early:~ or 

~' .I', .• ,' .• : ..... ;:. I~_'';' ',">'~J I:""'; ~ '] ""':: ' .... 1 '":' ·~4r(· ,. \/.,.;~,~ ,- ;, -;. ..I -." ",'" ... ,.. .... .. ' ....... ~ _~. J, ... '. r" I ~ ~ _. .. ,..fl'.' 

We do· notbel1~ that ~ -:;md "'Blue!'1~lcr""bind··U3~"to--a :51ngle·~..hod or 
(-' ."",:- ~':c.. ~ ;':".::::'. :..:) ·.:~~1.~;.:;r,: .. ;- ~_~:..: ,;~,,):~:"_, ....... :.: .. ,.~. ~.\/" .~"I~~::':' ~~i~);'""; ;~;,y..~:cc\~~~ :;',:.~!:...\ 

ratemaldng. As the Cc:urt st;!ted i:l Hope. regulator's ~~~~;: ~~,~~_~e ~ 
.......... _~.''''''''', ~'I'."'t'I~'...,;_-:..r...,l 

. ': ~. or 'any ~1~e-:"!ofiilJ.a{ or ~1nati:on: o~;ron::llJlae:.in:'"d~g.::rates" (:20 

;:.::,",-'; ~::.~ ri~i. '8£ 602'''': "~:Furt.her'~ · ... :(t~e=nt~:tng·:~rOee:s$:;;~ .:~":1.:e:: ,~itbe. nx:tng~ of 

...... t· , ..... 

' .. 
, j;J!;t '~nd ~ -~;le·''': iit~~ inVOli7~:'a:' ba-lane1ng ¢r;·the·:~ves~and· :the 

~~ ·:!nier:e;t;":·~(~-:'t1 ~~;::1!t :"00:) :,:c. Sti!'t'~ 'd~rated.1:hat=J~zq 
.... ... ,~. ~ ~' ..... "":',.:: ..... --".1., • .,,_ }. ........ ;, ... ,,.. .... , .. ".',,.. .... !c", _.~ r: _,.. <' _ .... ,~ M t '_,.,. ""'.,. .. ~f.' ~ • . 

. 'pr-ov!de' a . ra1re't''''bala:cceor·"these·"'1nt~)and' ~ 'be'~te<f.. to."'the 

~··~t!a£~nVe:sto·r.' 1literest"-or:~the ;-firiirie!31-:1.ntegn:~:or 'th~~~!: 

• >~ 'Th~;.ero~'~~·;.,e-~:a;e;.riot~egany:~ent~ from 'ado¢~g~=:~-:c:~::~:: ",..::: 

~ec make$ ib legal objection:s, ~ic to SONGS 2 an4 ~ by.::-~t1ng that 

~ ::,:-:: .: : -:--: ~-H¥ ::an-d- BlU~--eid· ~U1re the<COiIi1 ~{on ~:"to~ta1>l1="b~ .f'3.~~Wh'1'Ch l'rovide 

".':.'~ ".-.~ I~I,\·''''.#OI ......... _".' r""",-"'~""""""W-'''_' ' ......... _ .... t,,.j, ...... _ •.•• ",. ' .. ,.:.J '). j . . . revenue for"both '1nve:5t:ue:lt-r-elated'- cOs~·~aild' J-riOaln~~rela~ ..ex;>e:::.4Je:5 or 
-:":":.- :tb~~H~Ut1ft-tY J)~rty~-at-:-~:--tf~:'~di ~=!s-'=be"!:ng:'~:tc>(~de 

-.,-,',"" .. ' ..... ' - ..... ~. ,. I ... ,. ""'" .. 1 ...... ·(......... ~ ," 

"-!'Iervice to,"'the pQbl.1;c·~·'·'CEdf;"'·'::5::~rig~r!~~;~P:''12'. ':~~Ve~e~ke- it 

... ';'.: ~iear \ctbat:;oQr':~ :'lS:-n-ot':" to~':'a~ihQd:;;;r-:deny1ng:':tbe ~t~1!$ the!r 

inve:rtment-related cosb.; we are here deter:n1ni:lg how ~ 1nve:s.btIeC""...-related 

eOSti":'.sho::1d~·l>!~·recOvered:: ='A!'f .. 'We"':h3v~;:~d'; 1.'e fjM:~...n'~ or 

:·~'9!ce'!'ie!dj th3t'?;~ Us~to st~ght:;;'11ne::c!~t!oc~)ratemak1tlg~~?b:~ 
-: ~.,....,. .j"'t ~'r'-'~""- • , . 

~' ... _, :, ~C:~"!:t is.;·the~~ltr:reaeh~not':it.,,e~methOd:-·~lOyed~wh1eb'':,15 coatrolling" 
...... I~ -- ......... _,_..... ,..'~' - 1''' .. "',..1'\, ..... -. _ ". .... ' , • 

'. ~-·(m·'U":s:-602)·:·'-We believe St-"nm":eould:~·app-lie<rto SONG$.r2'·a.rld3:::i."l a 



~::.J •• '1(. ~~'b ,~-::-:Z':.! . . 

,~,:r,ule3 . a%l(1".wcul(j,:-erea:te .. ..etIor"%IlOUS .:.po~t.!a;:,~ .:~;o~;~.:t<?; ~~:. ~/:: ': r •. :-:: -- - - -

,~. ~ ::;:::::- ..:We-~1:>el1eve-'·~that .. 'IRB ean:.be..a~~, .. :to .... aceepted,.aecount1ng .. pt"ae-...1ees. 
-. "of '.. '_,_.-'- _ ..... -_ ...... ·.·."_wI .... ,." .. 1:., .. ,.'_ .... io.I_"· ... i_' ... :" .......... c . .t.:·~ .. ·~;..; 

'~: ·:..sta.~,:'"':tbe~:~f)I.'Opoo~.~(.or :~,,:.~~~~:'~ ~~~~:O&~:-/~~.,~ 

~ed that 'I'RB "flould comply with GAAP as applied to J:eaulatPd...lJtili.tiAC; • 
• • --..... _...- ~ ..... ~ .. '~_..... .. foo ...... 

":::> ~e~:,~~l:i~9.-~· !~i:~c~ ~,.~~,,~.,.~?~~~~ ... ~\oti;~. effect 
- - ... - - - --- -...... ',._, '~'-'."''' .... ~ ........... , _ -~,..J~., \'./.J _,~. 

that proolems might arise. -We~"ll-ac:c:es>t-the testinony of staff on t.'"lese 
t:, "'I I. ,........ ,...... ...... ....... , .. ~. ~ ,...... ~ ... ~. ~,..,. .... "... ~" • .r .... ... .... 
•. ~I", •• ~tr...~ :C::tters:' - ".I .... '.r'-~,,~ .:\~ ~~, ::~ ,.~:..:,'~~:.: :-:.."': .... ' ~::'::: ~~I .2,j'"';;;:~fH:~1~( .... ~ 

..40,., "'+'" 
... . :.-J .. ,. 

.:::: ': i" ·'!S:1m1larly~"':'tbe':ut1l:tti~~e;, the', ~~ or .tax. prol:)l~ .il:l .. a .tentat1 ve .... .. _ .... -, _... ..'\ ....... "'" ........ - .... 1;. .. ' ..... _ .. ~ ... ;;-t .i .... · 

·.:)ra:sh1oc •. ~;,:We, do. no~. ~~~::;.r.~~d:..~~0W' ~~~,,:A:)~ ~; ~e ~mi$ht 

':.,do ~.~hoII; a,,·regula:t;1'ODmight.. "t>e .. !:lter'preted ~eter.. us, tr.om .. tak,ing" a ~ew .. 
• •• ... • • .~,. ........ ' ... , ....... I ... ~ " .... "., ~ .......... '~ •• ~) ~ _. ,.1 .. " ... '_, .. '"" . 

'~.-·.be:.a~le:!~:~~~.ae~~~:~.~~~x~ .. ~ r;a..'~1~:!:.~ :.~~~;~~ a."lC: 

ac:eounr.,1ni! .t.,or 'taxes:. .are, . .di!~erent., in ;:rmty, ~t:s~ \leo .~ •• not. r~Ji?eed t..'"'.at 
. ...L - .,,, .. ,.1 ___ •• '_'W"~"~"~""''' • , ....... ' ... "" .••. } .... "._ ... .., ...... ~ ......... ,.,_ "' .... f~ ... ~'~' ...... ~.:::::. .. 

•• 

• 
~<: :':,::---.:, ~.u-...jli.t1es: ~~.~tbe.~ ~ . ..T.RB~echa:l¢e$ ~era:eional 

.... ~", ... ..,t_, ............. , •• ...-" .... u, .... -,..., .. '" ....... ,!_ •. ,] __ ......... -4I.''"'W .. ~ 

- -- -
"~~ 2',' :~'.equ1ty<tJy: • .?01nt1ng:.:Ol~:-tbat,~~~ :;~~~~~ ~~~~!Y~~~: .~~~v;.?! :any 

:' 2 ::: ~~:or;:.todaY." 3;-·~~..ucder· CQllvem:.1ooal· .. ra.tema.k:!.:g.: ~ '!!::Iz.:$ .... toc1ay.!,:s . ..;.ratepaye:-s, 
, '. .," '~, . - - - ... ........... - _...... .. -. ~.. ~ r' \0 ...... , " ...... ~ __ ..... IIIp -' ~~ _' _ ... .... ...' ....... 

,:' ~ tbe:-Ot1~-:wtlo~w111.pay,:d13p~~..:!.ocately ~or..SQNjSA2.and 3~~' a~ ~.t.':l.e :same. 
• ' ' ... '. ' .. - •• ' - • ., ................... J # .. ___ ............ .,' •• .., ... ,,;.~_ ... ,' ... ".J::! 

~t1me 'bener.1't.t1ng~1~~i~~e:ly~:".the,.~r:es,..pa1<t.,for;;."oy ... ear11e!" 
......, .. -.. ,Or of ... ......,.1. ' ....... "'~~ ........... ~ 10_",", ""~.j'~,,¥ ,-._",~."I 

~:) 2.~1e:t:b±:s:'~ is true=~ ... t:ar~33:.1t goes .. ·;fi~egl~~~;? .. , 

.' :·:d'iN'eret'lceS.sbetween~the.:SO~:;l>lant3:acd:::-the ~ee p~ .. !n .. tbe,.),~ 
.", . --... - •• ,'_.... "',. ,.., __ ~ _ ... ,,11IOoJ_ •• _' ___ T __ 

'::::"':~:.::~e~::; F1r-'t,.~the:~,old:·plan~~we!"e"'nowhere, .. %lear~y_3.3 ... ~1:ve as.,SONCS2 anc 3, 
• - .... , ..... ~ '. -. - .".,. •• ' "'"" .... , ,. ... ............. ~ _ •• • ~&r '...... "'" _ .. ,.~ ... ~,_.::. . 

- :~~~ :he b.:rden:sborne·by~ear,l~er,,~rat1ons .a.."":e,.not ~lY":reoc:lPa...'""a'ole. 
-. ,'- •• .... _i'OJ - -~ ........... - ..... __ ........ ' ... '.''', ... ,,,J.;' .... ~.v ... ;:.,.. .. J 

Seco~F01IBrIY):;ar·:~:~lder~~~were·.,'oa11t...dur~ ,3.., pe~od·:wh~ the car~.lw,::' 
~_ ", - .- .-". ", ............. _1"0 ......... ..,,' ... _ ............. _ .. ~ • .,.. "",,_,...t.,J • ..... "' .... ~ .. ~'_~!";,:":.~-A~ 

cost:s or additional generation were dec11:nr.g, 30 tbat ratep~~~~. • 
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!de~ billance to the d1!StortiO!'l3 ereated 'rJy nigh inflation, it al3o·allows~a!.r 
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... ~jla~.,al~.1nC:OrT>Ox:-ated,1nto t:'3te3, thrQugh the MAAC, an ~ or a~t 4 
.~ . - ' ... _"'U" _ 1 ~. _...... • ... _.., _ .,' ........ __ .. /\.~I· ....... ':'t ~~~"_ ... < ... ~' .... ;.,.:~; _ ,-,~C' .. ::~ ~::·:':..~j";0~~0=~"":: ,,~:-~ : !:~~:- :~'":>e"~:,"'c -;..,,~~ 

.,?er.eeot.,.!hus.",ccocveet1ooal recovery or all or the project's eQ:S~ woald require 
I ... '., . .,., ..... 1" ................. ',. .. "'"' .... :.::~' :~:;.:~..:.I:.~:.:..::~ I~l.~': ;.:!,~>~;I:~l. -:.:-:'I~ t.:.::·.~r· .. t:: -;' .... CI;".J c,""- .... 1,"'\ . .J..,.,.,,. ... -., .. '<" .. '!',#¥t/f, , .... ,.-

• .,. .... ' • • ~"."tr; • . "' .... ..., .'..t _i .. , .. ·\. .... '10'~.,."" 

a 'fUrther ~ or ~ peroeent. (Other Ed.1.:5oo ar>l)lieat1ocs _1 also afi'e:t 

• ~\~ II'I-~". ;"~,~ .. ", . ..,,~ 
...... 1 ... ', ....... ·_ .... :., '. ~ -''''rI~' 

Second, :starr's ~()Q that convent1ocal ratemld:lg 1netrie!ently ravors 
.: ~':"~'<,O""':'~ ~:::~::-;~ ':1:-:': .:,.: ~,(;~~=;~ 

.eap1 tal-:1nten:si ve pl.ant:s 15 not e:t1rely ~ Even!r w aeee;)t ~ta."'!"~ 
... , ",...1': -_ ' •• : .... '..J '.' ...... ..:: • ./:/"":. ~t.I :-:~ .. ~!'.~ :'_:-::"41: ~~ .. :'~',: :;~.~':"':,"~:IJ;:, -:'~:"'.: ",~~~G :~;,!.:J, ~GOZ 

. .'~iOQ, it !3,..not clear that the utilities,· eu.rTe%2t placnwg woulC: be 
...... ~ ••. _' ... "'_ .• ~~ ••• "':_."~~/_ I,'" ~'.-'''' ... ,.\.,,.' .'\'1_ ~ .... ,.., ..... ,;a.. • f" '.." _ ......... ~,.~ "L '-t r ' 

- ... ~- ~ . .I., .,+ rlw __ ....... ,.)V.,l" ... _ ..... "..,..>- ..... J_ 4::":_ :1:;:': .... : ,:'~~""! f~e;~~~ 

,.af!'ect,e(1' .. lDU¢l. ~ ,3 dittere:lt ratenakitlg treatment, :s1Doe the ,ut1l1t1c' 
'oJ _",,'In ~'''.~. __ .. '''~''''':: ~~:.",:.-.~: ::::':'~~\·;~2:"~:::' \~-:.;:;;~, :::-::':,'':''': ~~~;~~~':~A. .. ::.!.~~.~ 2;::1:2 . 

. ~la:ln!ng has already ~ fran eap1tal-intetl:Sive ,lant:s to altemative 
_ ............ : .'_~- ... ~_' ..... '~"~ .... : ... :.-:\-:'4WO:!~· ,:..:" "''''~';':': :';'"":.~.:'·""I·,~rol- """'r I..,.~. ,..,..,.t.·~~·".''''l''' -~"~_'-''''' 

.•. ,,._~~!"atiOD,, .~~on,., 'l~ mana~~;~" ~"'.~""~~Utii1t1e:s" 
'r •• _., ,~_"",_,'\04 ''''h • ,'.:_\_.!~"' ... II' o:':"7_:',;:,jI.:,_~~-; """;~,.=-..: .. ~.A:J"':~~~.~ ~~o"::. ~:r;:::,~~:: ... :=~:-:C":'~. 

:':~lu:s .energ("..and., ea~e1~, •. ,!he h1:storieal example at hydroeleetrieplanb 
., " - .. , ".1 •. "_e'~'" ,,"- ".'.. ,___ ... ' __ ... :..,_ "';"_ .. ~. .. .. ,:-= ~.;r~~,::;~;~'=~~· ~~;~ ;:...: :"":O'';:':\0~~C£' ,~.!: j,: : ~~t 

,.-:~ ~,$l~~.tha:t .~._C2l)1:tal~1.""lten:sive 1)la:ct:!, ea:c be a Vft"1 eheaP ~ or 
•• ' ', .. wi ... _ .., ... v'~·..J " .... :.::~ (... •• ; ,. ..~ ~,,~,:~, .. ~.:-: .;)",/:,;-.,~ ':'~':''':; ~ r~ . ~~~,~::~ :~e~~ 'tl:!:~~~"~~~ 

.. el~e.1~ __ ~'~" _ .. _ ... 
.. ~.,J ·~I ........ '_ .. -..,,- ;'1'"'1 :........ • ........ ...... .,1 ........ _.', -,....,,..,,... ....... ',..-

I' .. 4· .... " .. ' ...... __ .• 

..,. .. .,.... ' ...... . ............... . 

. 
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-:.:-:':·:--~devel;o~mg::a:.~'SCheme: Of;.~tes.:.t.t'.a~~1:s;.:.t:a,1~ ~.~~ .. ~~~~~:r. 

,.~:= 'n'te?aYero:s·,:---lt! ~:_~ble~.:to::e~tAj&M ,.~::to;~..)~ .~_~7 l:leea~e 
.. I' ". 

,'~. :~; .:.~' ~~:1n..-'latj;O'Q'''3n(1, ~be:!.ag:1ng"¢(1 t~ ;?l:~ .:,='l'h1s:::1ner:eas.~g....:~'~~ terlC:S 

• 

'. 

::'.i -~.-:': -:~ to;:leveJ:::the:..tront-load~ ca):)i~'Pr"OOJ:e ~t;:coayent1QCal,'Ote:ca.k'_"'lg. 

The addition of O&M expen3e to 'IRS ratem?k1."'lg might al:so .~~l~of tb~ 

intents or 'l'RB - to (l)Qual1:e the blrden on ,resent· a.."ld future t"at~~. 

Fourth, starr ~ded 1n part to the utilities.' assertiom that 'l'RB 'Would 

deny them a ~~le return on eQu1 ty 1)y pointing QI.lt that the util1ti~ 
, . 

'Woulc1 have ampleea:sh now to 'P3:'! d1v1de:l~ (Starr's. Reply Brier, 1).16). '!he 

source or -part of thi3 ~ now is· the nor:alizat1on tor ratemaking pur;>oses 

~enJ. 1)lan:5 for Federal tax re!'or"!ll ha~ ,reposed the ~ or r:c. and the 

clocser ty1ng of tax depreciation to eeonomic depreei~t1oc. 'the p~ 

received :5eri0U3, public attention ocly after the !m~ion o~"t.h.iz. ~. and 

noae of the :parti~ have bad an o~rtun1ty to coment on the 1)lans' 

~l1cat100$. W'bieh ',lan,' 1!' :my, is adopted rema!ns uneer...ain •. We raise th!s! 
eoncern ~ it Cf'eat~ a new uneertainty in an area that 1s central to ~e 

!RB l)t"O'PQ:5al. ~ uncer-'..a!!lty, in turn, makes us !5OC:IeWhat :lOX"e relucta:lt to 

adopt a ratemak1ng change ~', ~h-now im;)l1cat1ons' my not. be clear ~or a 

year or more. 

After weighing t.'"le advanta~ and diza~vantages .of both eocvent:1.oca.l 

ra't.elz.lk1:lg and rRB, 'We havoe deter'm1ned that ~S 2 and 3 ~euld reeei ve tbe 

conventional treatment .. 
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issues ·iith respect to the ~C? relating to how the ~CF should 
interact With other ):e£7Jl.i:t.o.r..Y..:..:;~_e.:an~_SEl~ the"'\;'USe of economic 
modifiers in the ~CF calculation~ the use ot a se~arate ~C? , ~ 

r .... ~".: ... ",t,., 
calcul.a.t.1.on. .. ~o.r.. ,each..,·,co:.pany .. :were I hea:d ..,in . the _E!:.a.se. tE proC:ie~!ifis •. ,", 

........ ., • .- .................... :,. ...... "",'. _ ................ ~t __ ._~ ..... ___ , .... ,. ~\ .. , ..... ,,,Jw-- .... ;-,.i:j. ..." 

B. ~ "Ed·ison '..s. --P-osi t1.-on .... = ", .. - ~ ... "'.-. '.~' _....., ~.., ..." ........ -. 
.... ~ ; .......... .; ~ .... _J ... ~i"" ~.:..._ .~:.. ~~t .... r:l .. -:·,.,," ~::'= .. ~:_.;~:_'"'::; c: ~::~:~::It~:;:':,-; 

........ -1-~~ r-~C~" .. Cal).. ....... ~,~- ._.-._'4. _ ..... , .. ,. p"""." _ .. .' ' r' ' ... ~ .. 
'''' .......... _~ ...... _' ... "' .... ' ,-Iif/ ... _ -.. ..... "'00 _ ... .::,;':: ~ ~."': ... :::::.~:(.:~ P/;t- .. . ' ... .." I.~.,.~~ ..... ~,.. ",/.1<:"'," f6_ r~,"''' 

" '" ' ... ~ ..... t" _ ."Ed.i.son. • s:ta.:tes. ~tha.t. . .:the .!unda:len ta.l goal -o!-the-" TC''i shoUld\. ~. ~ 
--- ...... , ............ _"' ....... .;,.-- ~.: ... ., ...... 't ...... _"' .. ~_.:.....:;_ •· ..... ·.L,~ .. -:..i.~~·$ .~: .. ':,::!;=--:::.-::-: .. :.-C' ,.:::; -,.-~( .... ... 
be to encoura.ge the providing of electric service to ratepayers it 4

---

the lowest practically achievable total cost. If the TC? is 
structu:-ed as a. pe~orm.ance incentive m~chan1sm, there t:1U$t;~-e a 
proper allocation of risk to a.chieve the goal of encou:-aging good 
pert'ormance while limiting total cost t~ ratepayers": It risk . ,-
allocation is ca.rried to<) tar 1t can result in increase~capital 
costs and consequ.ently higher ra.tes to ra.tepayers. . This· req.uir~s a.. 
cap to be placed on the ~CF. 

Edison states tliat the 'tC? will increase the total risk 
perceived by investors and th.at ·j{i tno1lt a ca.p the ~CP "j{ill' increase 
Edison'S cost ot capital. Edison's ~tnesses Zxec~tive Vice 
PreSident Christie~ F. Jeffries of Du!f and Phelps, Inc., a.."ld 
E. Meyer of Kidde~, Peabody & Co., Inc. testified on the risk 
.percei ved oy investors on an ':lllcap~ed ~C? Witness Chris·tie 
testified that an annual cap not greater tha.~ S25 cillion on before-
tax ea:-nings on all nuclea:- units in 'j{hich Edison has an o·~e:,sh.ip 
sha:'e would be appropriate. When taken in conjunction ~ith the AZR 
ca.p, Edison's !ull exposurewotUd be approxiI:l3.telj S75 :111110::'. 

• 

• 

Edison disag:-ees with the staf~ tha.t the i:npact of the TC::' 

without a cap is :nini:nal and that the deadband is generous •. While 
the sta!fanalys1s focuses strictly on two i:portant ~a:acete:-s: 
ret-::.rn on eq,~i t1 a.:1d interest coverag~; thej a:-e otJ.!j t'Wo out of :a::y 
conside:ed by investors_ Edison !~rther considers. the sta!f's 
analysis showing a 426 "oasis ~oint pre-.tax i:npact on :-eturn on co::on 
equity should. SONGS 2 & 3 opera.te at ze!"o capac:!. ty!or a. yea::: .as a. 
suostantial risk. ~h1s acounts to a reduction in the :et~rn on 
co::mon eq,ui ty !:oc. 1 6 pereent to 14 percent;, Such. :'isk 1s sure to • i 

~nc:,ease the cost of capital and :,es~t in higher costs to,ratel?aye:-s. 
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Edison states that !tSZ!inaneial Witnesses Je!!r1es and . - ... ~ ........ 
Meyer both tes~ified that the invest:ent risks as perceived by 

investors will increase because ot the adoption o~ ~CF. Je~!r1es 
":,':: :.. .. :"':r.~,....-:~=;.' ~,. ~ ~ ... ...,- ''''''''j •. #Y ... A, ..... -.r .. c ,..."...~ 

stated that up to now;1nvesto:r:s ,ha.d ~.)expected t1leI·;and~pureliased;po'",{er 
.... _. .. -" ... - "..- ... - - . . .... .I ... ' ..,,'_~'''' '- ... _ ... w",-'-'''' ~ ... 

costs would b~ recovered through the ECAC mechanism. Now under:~CF? 
investors will realize that there is a change ~n the rules and that 

\ 
there. are ~i~c,re3.sed~: investment risks·. Tllese cllange-s~ln;!'av(fr-o-!-t1iet 

.:.. 110 ",.:: ~ .... ...;. no ," ... ' • " r ./1,. . 

:-atepa.y'er.s:~:il:l~e a· penalty on.,ex1s:ting"sha~ehol<ders and ul.::im3.tely .. 
~ ... , ..... ,., " -' .• ~. '" ... " ;::; ... -: .... .... ,': \., ~ y ...... _- ,,~-, 

result1n 'a)h'1g~fer cost of cOc:r:lonr . .eq1l'1~ty. : Witness "Meyer als~~ated: 
:.. '~ .. ' '",It __ ~ •• ...., r::' ' .. ' ~": ..., ... : ':'"':" ' r.4. 

tha.t uncertainty as ,to fi1t'tlre earnings because of 'J:CF. and '~e'!erral o:! 
" ---' ',,-' .. 

cash earnings is pereeived by 1nves-tors to be an increase in the risk 
---to be borne by investo:-s.. Witness .Ch:-1stie :!;u.rtl:.er~ testified that 

..... ... 1IW.-...,·wJ , 

the goal o'! TCF should be _ to pr,ov1d~ an incentive to Edison to 
. :'-:: .. ,;j"'",.:J '.;- .... - ...... ,-",.... "~'(:,'" -t""" ... -:. ::',~"",~,\ ~,,.."/"III "'I)"'~''''' 

minicize the total ener:E:':'~cos.t ~t¢:\.1:t$ "eus:tomeis:'and"~that· 'there is no 
. '" - - '0.' .......... .,., .... W' I ....... I';" ..,' -..- _ ,'~ .. 

ove:-all be~efi'f~to:~oi:l.~~ ~i~ ,.!~t ~;goa.:t ~s) .:a<>b.r.e~~.e:d at the expense 
.... """"'~~< ~' ...... , '-'''' .. ..,J.\ ~ .... "~ ,IIh; ·.t r ~.:-. t,'" "')0 ""'I.~~"'~',;;·.~ 

of an increase-.J:.n; th~ ~t"~!:~pi:ta.f~: C.h;"~~~~ ~~~ieves t:::.at a eap 
ot $25 million on '::be~Br:e-tax :·ea:r!n±'iigs:;"',{ou'J..~ :it:r~,ke)-:a; reasonable 

• :~::"..:. :~ _ "f--:I-::: 
bal.a:l..c,e _~e_~:w~~en. t..l;~ ... ~~,O::;,~~~ion' .s"per_ce..1..v;.ed n.e~.d :!or· 'an 1}lcent1 ve on 

~ ...... , .. L', ., I, .. ,I, •.• , .. : •• ,.,;. .... _,! ........ :,! '1:' L. ~/. I 0 , .. , !:.; •• .,.; .... -,... .......... ,.,,., " "",,-,. 

the.tP~~t:or.:anee of .tbe co)npan1,'s'·nuelear uri.'its""alii-tne-nee·d: to 
:nai~-fai'n a·!ir:a.nciaiiY-': vi.i.~l~·'~Jtiii ';:i:::" ~.';,':':; :-:::::: ~: ':<;:~ r;J~X'_' "X~:~:: *.:': ,-:: 

2. Int~:;~(:-tlon '6'~'"'~iF; '2:';i:;"h :o~';i;' ~~;-li!it~;:r "!{e;!?i~:f;;:g s ;~:: :::~: ~ 
.. 'At 1s'sU:e "is');;liethe"r ~tne ',0~50' $h'3;:-:i::.'g·;O!;:~~piice:en-i~·ene=gy 

~ . ,... ~-: :: ...: ::. ~'" ... =.:: :, ..... ' .::~:~ -- ..... c.~....... ~"" .• ,' I.'. '. ~' ...... - _ ,..., .'" " 1., ,: ._" r".J. ... Iv·, J, t ...... r, _ ...... _ .~. 

costs. or ,savi:lgs due to SONGS 2 per'!or"zanc'e ~o";t·s1c:e "the" ""~CF . 'd'ead'O a:nd' v 

1 ..... _ ..... '~"".~ .. : ...... ~,:'. ~ .. (:..· ........ ~·e~":~:\;;:. :~,~:: .~~:-~.j, .. :~:}~:.~~::: I . ..,:" ·v". .. _,- '.ri" ,( .... ~.t,.,. ....... \,..,_.,; r:'''-'- ;' ~t.' .... 

is to. a:pp.~:r. ~t.o .,,1 oq .p~,::qe:-;. , .. o:~ ~~~~ ~~p·~.a~e:ient reri:.e.:-.8:! ~c£o·S·t..s ~o'-:- savings 
~'" .' .:, ..... ~.,... "'- .... '-.l ...... '.--_' r;.' ~""'_";: ....... ' ~ '~~ _~< :~\",;''::;,:'' .::-:::' ....... _~~ .s ~;(:~:s r,,~;-.-: ...... -~ 

due .. to.Unit2 per~orca.nce.or to 90 'Cercent 0-: energy cozts 0:- sav!.ng 
.'_ .• ' .... ,...J .... ,:.:.", -,j.~",,~' ;:'; ... ,.J .. :' .. ):,+;I~ ' .. ~ .. '.: . .:~~ :·::~~l'II;~j"".,r· ..... ~ ~"·/~"J~- '~"-I'" ~~If"'-"11""t"''''-=''-'' 

nor:a.llysVobjec.t to ECAC and .not suo'ject ~'o 'tlie ~~ * ·~d.!:s·O!l -:i.r'g':..e·s· .. ·• 
... ,.'~ '_' ' .. ~ " .. : '" '. ,; "," _ .;t ~ .',: .'~ ~..: ~ ,::'L --,~ '.'::: .. ,_ .. ""~,'" , .,: , •• ," ... ,-.; ,.... .~': ... ~,~, .... "'. .... .... ~,...\.., r.~ .... _ ,~,~ -. ',' __ .... "" _ "', _ 

tha~ ... the lang"J.3.ge of D .. 8;,-09-007 is . 'not '"efe'ar '--nth i-'es:pect' t'o-t'he- -;: .. 
'.A" ': .•.• : .. :., ... 1 ... -_: "" ... """.,~" "\",,,...: ,.tl'"\"'" .' -. :""'~'''j-' ,.,~,,'- ... "",-..J N ..... '.,-I' ........ J- .... - .... "" " • ..., ._~ ~ 

1r.te.t:ac~1on o! the '!C? arid the ~ AZR; .. ···~!:tera.1. -app:t!:cation ·o'~··'the-' ~.,,~ ~., 
~--' :,:. ... w'/ .... ;:.' ':-":.~.'" :~ .. : -Jo.,",:'I":-::~:~:" ~",.;" -':".:';','-:':.": ':::~ f,~,':- ;~,""'r'. '~~J~' t.,.~"'" ........ ""'.,.·.~ ... , ........ ',..'-rl~ 

langJage in Res~lution':::-1990 p:-od1lces an ince::::'!ve' p'rocedu:-e ~ .... h!ch ~ w' 

is a.ppli6~bl~':"to. 1 o6::p~~2J!lt:' o~;-J;:!t ~1:2,:'p·rO'd;:C·tfoar:an~,::-~SUl ta.nt:!~·:::::-::: 
~' .. ~ ' .. '1::: ~_'::'..-~ -. :" (~; ;';'''~'':::' ,t: ':; ,': -:"" -::;'; .• : ::, :' "'.: '"':: ~ (~:: :,~:: :,~ .~ ,,:,. ~.". t:'~ ~- r.~ ~;.. £'1.,.." .... ""," ... , ...... :. , .... ,... ",r, 

rellla~e;~p.:t ~;:.~rgy ... ~~s~~ , 0;- _.~~!~ng~)'. p;?-s, an add±t1on..al" ·rO-l='ercen.t"'o~ 
, .• , ... _ .... _ .. , .............. , .. ,' ......... :." .. _ ............ ! ;_ .. _" ..... ",' 'e', ","''''' "~",~-" •• ",,,~, -"", .... -~,...". .......... ,' ""r 

Un1 t 2 p:-oduction a:d resul ta..c:t re:place::ent'~ energy' costs o:-""savi:ngs"-' 
~""", .. ~PItI('_· ,-.,... 

:-eflected. in the AZR. '!his is depicted in the ~o·llow:tng cnart:· -' ~-,'':' 

. -- ~= -
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'':: ~ A:5:.J ~rthe'J:"):eXJ:lla:1"l1ed 'be~o'\tl"..,.-. ,ve:' 'eons1.,d:er'" a· ,SONGS-. -2.~:=-: c::.: -: '.:; :: . 
. ~, er~rmanee standa:d to be com:ole::enta.r 'to 'the , ,. 

• e present ::.me, a re at ve~Y'sm'-"'~:~: . .:.,~,.>:..;..:.,:. y 

" ; 'peree'n'tag~:; of· ~tuej.,- eos:::> :are: j;)l-ace.d-: 1,:n. :the:~ ,A3R-:~ ;:- ~, ,- ~ r, - . -

for. :both... Edison.. .and SDG&:::,.,.. , A SONGS 2 "Oer!or:lance_ 
,'s1:a.nd"ard~ woU1a~ 'a'P'Oly,. t'o' th"e-' BeAC 'Oor't1on o'!" eos'ts':- :..;' - ."~::: . 

':.' ana·' woUla, ,the.r,ef.Q.r~- .eontr.J..o.ute:' !u.l"xhe:-:. t,O':;::·":,, ": r,~ :.;::' ': ..... , • ~~:,~, 
'; ,,~r·!.or:lanee .e!tie1e:c.cy_ and ecu.1.-:able, .:.i.s~ ......... _,' ... ~ " . 

" .",., a11ocat'io'n'.: .. "" '(Empb:asis--Kdc.e-d-:)- . ' ...... '., :,,':. '.:.,. ;;, ,-"'.''::. :.:._7 :.,., 
" .'... .~ .:: ",::" -: ': , .... ;: ."~ -:1 ~ _ :1:: \-. ...... ~... _ ~ _: - , 'It. r'" ....... - _ ... 1"'\ f'" • ~_. __ I ~ ," _ ...... ~ ... ". ,.,,.. .. _ .... I~ __ _ 

' , . Edfson argUes tnat -the- 'above- J:.an-g"~ 'clea.rly 'J)roV±:des ~ha:t 
'I'~' I , ~,. .. "":'- "'1 rJ - ,' .. / ~> r. ~" :-.~. ~ f::, ~O' M,,. :~ ~",,,...... _ "'~ .... '.. .... __ .- ,..., t¥" ..... _ ','" I"~ 'Of •• ,. _ ............. _ ,.... _ • _".. " .. . 

the' -AZR "in£e'ntl ve ana- the' 'Tel'" "!n'e~en't·tve 'ar'e- 'to,,,'~e:'·coI:1pli1!ienta!7, t~ w'.~ •• 

, ... ' '''', .L 11", :. ':' ~ """ :. ~ ~ ,. ~ -' • ..,.r' ...... '- p... .'_' _ ..... _ ~ _. _.. ,..... " ,.... _ p .... ___ • 

each other. If', the "Tel' ~we:"e ':apprr~ ~t·o· '"the' -1"0' l'e!"C'en~t: "o~~':en~g:r'::· ",~-:-
'.'~-"''''~, ..... .,,:IIIIt'~,-. . .: .. "·~r._r."'I~.'~,A'" -".r'_ ..... "._""" ... ".. ... ,,,"' .. ~ ...., .......... ::.~-:: 

expenses reco'vered' "through" 'the" -A.:.:t.,~ ··the -reS"rll-e-' ""1S"'not"co:pl~l:1en tarj" 
'~:'" .. :.;.: ":.:"~ ,:~ -''''''''"'.'~!''';.~~' •.. ';~r~,:\ ... ~1'-:" ..... ~'I7~1~ ... - • .,1 .... . "'';"~. - .. , .......... '_.-._.".., .......... _ ........ ,., ~ ... "~,o-",f'.r 

but overlapping ~or ··dupl'1c·atrve· ... - Zd:i:so:1-'!"olrthe::-' -st3:t'oo' tha.:':' ': .. -,. _ ... '-' ' 
... '~. ""t- ...... - ;. ~;;,.,; '.~ ,.,,,.~"'''' .. ","I:. ' .. ',..~ - 1", I·w ""_",,,,","' • .. ·,...··r~ _I,.., ...... ~.r,l .... f", l 1"'"":' ".~ ... ,.. ~ _ '_"', , .. _ ...... _.Ito ~;., ;...,...~ .. ,. ..,.~ ....... 

apP'!!c'at1on --o'! the ~TCF' rewa'r~ vO'r"-pen:al ty""t'o "'the'! "'90" --,e:ocent "'o~ '~ne:08Y'·~ 
:.I·""I:i:::':'~. ~., ....... ~~ ::'.~ ~-:C,~' .... :"~:~·':.I::·':?: "",,,- ..... ,...,~ ..... ~_ :':',r~_,".~""_,,",,_ "._~'""~~;:. __ -, ~_"''''._ ~ .... _ 

costs. recovered throUgh. "the :ECAC :9:aJ.a.nci'ng. ·Ae'eo'tl.n't -f'g' ~:lo:::"'e e'onsfS"tent 
' .. " ;~,,";,::,,:,~:"~~' ;-:: II' '''::~~ :.::._. ::~ ":.:'" ' • .:,- ... "..~~~. pO •• ~ .... • ";_.:;r,_;"';; ,... ~.I""'f ,..,.. ;".;1'_.-.,_ lo •. <.H ....... , .. . 
wi th the Co:.m!ss,1on' s intent""'to~ nave ·sn.a.:-e"b:o!d:'er's· 'and: ~:-a:tJe'pa:yers' . ' .• '"" ... ' 

-,:''::- .~::" ... "~-:".:'': -.,:.~.,: ... "-:-:,.,;;;,.:: :.~ ::,j~ '::,:':-:,,~~" ~'."'(.,. ~:",," ...... ,~, ... ) ....... ~=.~ ~ r .. ,.:_ ' ......... ""' .... , .. ~~i'( -, "", ,' .... '-

sha:-e 50~50 the ,repla.ce~en.t ene'rgy costs'"o':- savings ·:-esul:ttng-!ro:1 .. ··· .. 
·~,I.',... :;"::".' .:.~ ... ' "-~.r' .. , ..... I··.,;.~:~ r.~- ",",:,. ",,(~ --.,:"", i~"'/~~'''' ~ ... ', .... ("~,...:_ r.~"''''''ft''';''-''''r-''--rt'''' ..... ". _",...,.,#,.. 

operation ot SONGS 2 ou.tsic.e tlleVc.eac.oand':· ."_. "._'''._.-.,'- _.J~ •.•• ;. --'., -_.' 

~ ~, ,::~.;' ::, .. :: .~~ _ .~ :" ••• ~' ,::'. .~~. ~ ~ ~:: ' •• ~ .~'.::', ~. """'" ;. -:, '"'":, ~ ". -': ••• -j -s.. ___ . ~ _ .,. , "'. .... '"" ... r -'I ~ ... .... ;..... . ".;.. ...... " :" . t~ : • 

• "0 Edison !u.rilier states. that "the 'Comm!:ss1o'n ·established~the":-' 
::: .... · .. I .... ~>r, ___ .::r:~~~~ I .:.:~,::,;~ ~,: ••• :' ... F.:::;::~.,t.:.: t.t. ... ;- .... '-: '''':'-11.,.' ,..., ........... I-;'),-·.-~s ,... r-..... ~ ~:., (1-L "',_ ........ ,_~~, 

pI:9Cedure todete:-l:11ne 'the acceptab'le" ran-ge~or' ~th:e :o!"'e'ea:stec;,J,,~ --'-
...... ..:.. .. ;. :::. ~."',.... C:J :. ~ ;,.' .~.. ":-::1 ~ :; ,:~""~:""I?,; "',~ '... .-. -: ... ~ . ..... 1.... .. ,,,~ .. ,...... - f'W f., . ........ 'j , .... -- ~ ~.... ~ .... ,.". "", " ... ,,.. ---1'.... •• _. _ 

Capacity Pactorto ,'be used in A"3R ca!c".i!ations-vh.e'n~·it st'ate'd ~o::. ',.page 
61: "oi\'B.=e520S',EO'o7: -;~~::~,:'"'.:' ~t ::~,~, ~ "J:.::: :;.: ::.::.::.-;::.,: ::.:.:.. ... ; s::':' '::-:,::;;tl'::.s ':.,~':" ;;':~;.:~ 

,," :', ..... I '., '-~ .' ,,_ _ t"\'" '"'"! 1''''/ _ ....... , I ..... _ ••• : __ 

"Each year an appropriate ta:-get 'leve!;!o:--;the'''''';' ~'"-~ '·.c',·· ", •• " 
"" :.- ':: .• ~.::" -; plants:r :':capac1tj" :'!aeto.r :Vil,:C :'berset;::as:;i:t: ~s,::..::.:: 

•.. -n~:r' ~:., in;-tll~ -;~C~C./AER ;-~~Fe;ea.st, _p:-.o.c;eedi.ng.:~ In n~r"_ ,_ " .-. " 
ease shall the SONGS ~2 !orecasted· capacity !actor -. '- - , 
tor ECAC I AZR :·;Pu.::pO~5'es ··~a1.1· :-:Out'si d.~ :'the; ::e:eae:b:a.-n"d ~ ~ ::: _, _- ' "'-'. ~ 
Ass'C:ling that the !orecastec. capacity !actor !o:-
ECAC/AER purposes !a11s so:ewhere within the 
r:liddle o!the deadband (e .. g • ., 72~) the cur:-ent 
A:ER incentive (!o:- Edison, ten cent.s· onth.e 
replace~ent !u.el dolla~) will apply to aet~ 
annual capacity !actor per!or::ance t~t is above 
or below the target but within the deadb~~d 
(e.g. 55-72, 72-80). 'ilhen capacity !a.ctor 
perfor:anee diverges !:oo: the ta.:-get to the 
extent that it !alls o~tsic.e of the deadoand, ~~ 
add1tonal TCP :oeward or penalt7 o! 50~ o! 
associated re:?laee::le:1't ~tlel sa.vings or eosts 
sb.all a.pp1y .. " - ~: -
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... - ~,<Ed:1 son":.':a tat:es:.· .':th:a.t:: x.ne l:ogi;eal:, l.:rt:e-rw.:et,a:t:i:?~: ~~~ :this 
lang'J.S.ge is that the Com:nission meant the A:E:R to operate ~tl:C..r~3-~:"::: 
to :perfor:i.C.C'e;t1ns.1:d.e: "t:he::.!)~_a.d~d.,;:,~-or .pel"~¢r:a.nee::,:O:tr.t:s!d:e-. 'the 

~I".'-" ... , ..... ~"_ , ..... _(',,-1"' _ ...... ,...,p ,. ...... r'- ~ .... , .... " .. _, •. t' ""---"~<-P"'._ 

Deadband, sin~·--t~~~n:ti'nv.e:::.-~pe·r'3r~~~~e~~., 1 0 
__ r., _ .... "., 1#'"'' ~ ~ ~ •• " ....... ,"' .. M.' ".,.............. .. ,'. ~ \,..- ...... 'w , .. f".,.., \.4 "", ~ _,_,_1'. 

percent of the<repl'a:eemen.t:~:ene.rgi-~cos-:.S"...:. tll-e-..:~C.F.; s:h'9uld)~~rate or~ 
~ ,..., .... .-. '#0_ ~.,,.._,..,.- ,- p"* ....... ;- .... . '. ...' i', ~·.r'''=' - .. ,....~.~', t, • 

remaining ~~~~nt::-:ot:: .r~,Pl:a:~~;ne,%?-~:e,:C:~::~::C9S~s:.. ~ot~ =S~~,j3@ to t~.e 
__ • ..; .............. .... ,o,J ........... '''J~V __ ._ ..... ..-" ... ~" •• ,'"_, ,..,; __ ,_'J. .~ .... :.;.,; .... ,.#, ......... . 

AER. Any TCF rewar:d: o~;·:peiJ-31-ty...Y.nF-tAUS~~~,:pe·:::c:en~t7"o~:;:~~hose 

:-eplaceJ:lent ene-:gy :6~o'~tS-/~':~~~~:=1.~~~~!t~~~i::t;'~a.. (?:?c:4?;~!'-~ttng o'!. 
t.o:t.a.l ~e.pla.cem.ent,"energs; .cos~s. 0~ .. s.ay1ngs and, a. 50-50 sha.::1:.g of onlY' 
.... ' .... r' ~ .. ,' ....... ~ __ ~ It'.. '._ -J..~~ ... _ ... ' _ ~.L""" ~L~ .. ~ _ +:,' ~ .... · ... 1 _, " .. ;: ~'.. .. :'. :..,.,.: ~: :; ·)';.:;~I ",,;,.t' ~:r (;.::. ;.~. 

those. re.place!:Len..t_,ene,r..gy: .cos:ts .tb.a::", ~ __ ould.. .o,the!",,~ .. "'is·e oe .!"ecovered. "0,-
_"" '~"""J".';""""'.""._ .. ,,,,,,,-,_ w .... -..J\,' '~' .............. __ .... ~~.:~,. ~''..I ",.,. ~"''''''''' ~"."'" ........... ;-.-.""-' ..... #. ~'-'I ... ' ..... . 

the EC;A3F ... (Ene.rihr,Cos;t, Adj u.s.t:le.n:t .:siri,i~ni .::act¢=J~~·-: . ~ ',~: ... _ ..... "-": , ... . 
... :_.""'~" __ :,. .............. _ ........ 4. .... ~ ... _' • ...:.' __ ' ........ __ ~.,..,;.,,..' -'-' I.,""";" '.... -",.~-, ... , -"./":. 

o ........ ~ ,'" _ ·Edison ..also. ~o.n:t:e.nd..s .that ~=.e:ptacetlent· ene.:Q. -costs -'" .. , .. ~. 
" ........ "'"' ..... _ .... _. ":'. __ ......... \0:." ~ • .:~ _ "' ...... 1.-'''';''' l;-" .... " .,. 'I ...... :"'~.. "_: ... , ~ ... : ,~.",: ,,:, .. _ .:...... .:...., ':~: .+ .;; :j .,.!.. .. : :: .'~', '.'~ .-: '.:-:' =< ~. 

resulting ~rom. oP,e,rat1o.n .. outside ... the. deadband .and ,suo j ect to- .'!CP a:e 
J ~" .. ~ . _.J 'J -.J........ ... ........ "'" .;. .... _ .. ~ , ..... ,.~'''' .. ... r ..;,;. .. ·..,::1 ,," ,"'" !ro ... :..;. ',.; .• ; _ ':,'" "-:,; -:: c :-;, .:: ,.:::- ,f;; _ "': ~~~ ""/ ;: : ;..,. ,,;" 

no:~ ..suoj e.ct _t.o,~t.::adi,:t:ional ,.ECAC, .~e,as,ona'bl.e.ness. iev.ie,W' .• ~'- .J~lle· addi tonal 
'~.,.. .. • ..... _ _... ... ......... , .... 1 ~ ......... _. ~ ... IiIP' 'w \;".' _-:.., ~ I';.,· .... .:., ... t",J _ ... "'~I 'II'! ... ~'" ~, ",-.,. \'! ;: '" ... -.;, .. -: ~ ...:. .... ~ .. :.:.,:; ..:. _;;:: .. ~.' 

'!~ -rew,s.::,d 0): ,.:p,enal ty;. :.e,t:erI:e.d ~ t.o .. 'b,: th.e, ... ,Cocmi,g,310n ,in the abcve - . 
~ _., ....... ,~_ ............... ". ..... _ ~~_ '" ........ _' ....... ';"'. "', • ..,.i" ""., ...... ·t,..··-- ~,,-~.f"*- ..... - t.':'\o-,. .... ~..,..,'.,.rl\- ~~ ..... -.-.,... 

quoted, ~po,!",t.i.o.n ... of ~D.8)-O.9,-Oq7 -13":- -according "to '~U1son • -:in ~ ae:d'!t1on ~to 
..., ~ .~ ·l~-;.·~, :.:~ ~ _~.. ~) I .,:... '.~, ": C' _, _ :.' ~~ '.:\ --":'.(: ;:: ~:.: .:., '.: :,:: .... .:. ~~ :. ~ I~:. ;- :I~ ... '. ::":: c :. .~ :. ~ == ,:, ~./ ~J '~, :- :~,:,; .,.. .. 

the ...a:p:pl1eat.i,on .. o~ _~he .AZRince!lti "Ie ap,lied to aC.tual "capacity 
_ ..... A _ ...... ) ....... '" _hr. •. ~~._; 10 ..... 1,':'.,_\. ..... _ ":.) ,..:. .. ':';C'::'~ ...... '-:.._'": ~I .. ~".:· 7:-:( .. =.r.:::.:.:..:.~_.~~"1~. -:-~~: , .. ;:J._" .. = ... ~l-I..., .. ·:·T. 

:t"ac~or perfor:nance ~hat is above"or :Delow the target "out ".l!thln the,e . 
. ~~~:~2~~ ~~; ~;_::~~ ~ dClj~ ~~ ~C~~2~~~: 

de ac.b and ':, .• " ~Ill~!urt~e::. support ,of i ~,s posi t10n Edison c1 ted, lang'J.age 
''''~ ... '''' _ .... ~ ........... ,'.;\ .... \._..: " .. '..,,_v.;~ __ ........ ,-,. ' .• ~'" :'···.I~ .,~-\~~,~-".: _t: ..... ,w,o ...... ··_ ~.-,.~·-,.w 

!rotl page, ~,62 ... 0.:: J~.S.;.~9 .. ~J ,.,ill,~~~14'~t.;~>:~~,=~~si~~~~~~·~"?~covery o! 
...,_ ... ,.... ... , . ..,1 ... ''''' ................... ,;.. .... ' .......... ' .... :..t,_' ...... ~ ...... _: .. ,.J_j.,::.. ~:,." •• '.;1.,, __ ... r:I~"::..>:: ~~ 1'-1l-:~.:::"::."':''''-':' 

tb.e_por,t.ior:."o~ re'Olac·e~ent ,:t"'J.e,l cos~s_!o!"SONGS 2 ,not s".lbjeet to A.:.~-
.. ): ... : .... ~:.. .~._ .... ' ...... _",,;_ ... _,"' ......... ~ ... ,~.wf .. .J:. .. .' .. ~J_,_':J_~·.'....i .... "'.:.. .•. ,.;'; ;,~};:-~;.:' f~: c; ~~,=~£,": .. :.~~':-!.!~'::~:, 
and the adopted TC? Will still 'be subject to annual.p;:~d~~cJ:.,;..rev~~ws:. 

. .. ..,., . .,.1- ... 1....1- ~ _ .• '- ..... .., "_ 

'through the :::CAC._'t:o,cec..tJ.r.e,"~. _,'"' ~' :'. '.', ~'. '.~.~., __ ,." .... ~ ~ ".. ..: .. ,- \' 
" ... " • __ ............. _ ..; ,),~ .... , 1..0 ' • .., ..... ',. .......... "'''"' •• :.,_' •••• , ••• ,1..,:.1/ .... .J'.::~..:.. 

Ediso,n asse:-ts :that, ::tb:e: ~COc:l:!:ss~o!l:~:s ::in:te~t;{~i.::~~!"espect to 
..,.. • "": .... , ',. ;. .. ~:'. _. , ,.., 1"" _ __ ofII.....· .. .,..~ .... ,... -~'" '~'7''''';''' ~ ""'. ":':" r...... - " ... ~ :. 

th.e operation,.O·! tb.e~'v:a~i¢us:re'O'lace::ien:e:::~".le,l""'cos~:adju.st:Le:lt 
• ..; .. _~ _ ','" _.1 .. , .. , ..... ...: ... ,J .... ~.,~\ ... ~'..:.I .. :~J',,':·:,). '=. ,.:;.. .... '; 'iI'::' ~."I- ~,f"It,,' ~,",:,o,~~. 

::lechcis::L is ;~be-~rt ;;dese,:d;oed, 2o.j .;,;t!le ,:!..o:ll:o,-....;1~ng.:. ¢h3.-:::~.:·2,~ s::: -::;.~ 
_ ... ,""" ... -:':.-, .. -.~.,..,.; .. :, ... -'.".., .. ,,,,,,,, .. ,, ...... - ............... , - - ~ I." .... __ .... ~ __ ~ __ = J \" :;,;:::' ':' ": C::'I "21 :,.':. "': :'~."..;' ;:1::':' =-.;.'"::;;; /, 

(t.~:' .. '": ~:::- .: .. ~. ,:.~: ··~4 .~' 0-.' t) = I':' ~ .. ~.:.;:::: ~.: (.., 7'-~~ ,:1 t.'~,;.:'': -:"7,.'. ~ ...... 7 

::- :~ ': -:: ":.:.; ~ ';' ,-::- l ::;-:" ,<:. ':':: ~~.c:' ;,~, ~:,;.; .:: ,-:;7"'':: -:~.;~.;;:; 
, .• ,' ...... ~ ."',r, ,.,...:,..."";.,,.... "",,",.,_ ""."-,., ",.,:" _'-,""- '\ • '_ ...... ',.." ~ _ .""', .... ~ ........... v II· ~1..of ... .J __ , .' __ I' '-:.'\'.::. ... ::~~,::.,:::.' ..... ,;,~,: .. " 

... r' ........ "','" ~ _ ... ~ _,... .... I "PI>.,.. r; ~ .- ... 
-, ... ,'_.' --- y ... ",~'''' ......... _ ..... __ .... • ",:,~,;, __ ::.": •• _~l':'.::: :1·.::,r:.·=C·:J:';,_.~·:"~, 

'.~ '" I ~.h~ :,', .:, ':":': , .",' ~.' • -~- - -- . ~:~==~~:~~~ ~~:~~; ~~-:~~~~ ~~~~~~ 

:; ~~~~~~~:~~. ":~;~ ~",::,:~~~, ;:-'.~~>:'~': .'~ ~~~,:=,~ '~~~ _.'~~.::1 ~. z ~ 
{';.' .-.' ~ ·-1 ~ : .... ~.' - __ -: .",',.~ '"., ,~',.- _- -:: - •• _- ", ,".- "".r. .... ' .. ;.... r,...., 'If- ...... C'-"" •. -

.. 'W' .. ~ _ ~- ~ ... _"';'1 .... I: • ;,1 .. • • .,. ~t, ...... 1 ..... ~............. • ... '.,;:,1 -; 

,~~~::~~: ~~; ~. ~~~S~Z: 
~:: ~ ~:;::~ ~: ,~~j •••• ~ :':"'''~ ,; •• ~. "':: 
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'. 
A.,SZ-QZ':"40 et al.. ALJ/ jc .~ -,', ., -.' 

..,I J.., \. ''''';..,..J'~ 

':: -:: '~·:Ed1son::at3."t:e~:;th:a.t ~e l:og1;c.sJ..;d.:l.t:el'w:et.a~i~!l::!'!.·::this • 

language is that tli& Commission :::le3.!lt the AER to opera.te w:rtJ:C;-r¢s.1»-C~ 

to pertor:uii1c.e:;1iis.1~~": ~e::D!!;a.~Aane..;:: ~-o:- .~~or.:::a.nee-}~s!d~, 'the 
............ , ,-.- "', ....... _"""r.., ...... , .... "',..,,\,.,~.r. rl ..... " ,.....&. •. ,"',,.. .... :.._,...-., " -,....,... __ fI', ..... ".. "'" 

Dea.d band, si::ee:'.-t'h~A:E:R:-¢On:t:1~n7J.e;-~pe·r~t~::~e~~;~ l' 0 
__ ...... """ ............... ~It_v .. ~j_ .... '~ .-" .... , ... ~ ... 'Ioi .... '"' ..... ·l~,.:,. .. ·"., .. , .... ·' .. ,,""' ~Jr •• ......... '-":"'. 

percent 00£ thEf.:~pl;a;cemen.t:':ene;'gi;.;cOS"t:s:.:, t,he-..;~CJ.; s:h<>u1d):'<>~a.te on 
,,..~ •. ,.010', .. ~,.. .. ..,. .... I"_f"' .. ,,.. .... ,,,,.c ..... ,..r ..... ,.... ... ' "~.-r ... ,,"'" 

remaining ~~~~.f§tt=~i?l:~~~e;.~:ef:e=-f!~~c~?SJ:i. ~?t~~j:~~~ to the 
AER. k!J.y ~CF rewar:d; O'!":J ;p~ty.-:i£I-F.tliiiS;--;-*.:?Q,. :~·:::c:e:n~O;-:·:::c;those 
replacecent energy ;do's-t3:~.::·/Th~;:~W.i:il(·, i~#l~-i~ "30 "S:5;':':~?: S'9)la~ng o! 

\ .... __ 1' ... '-"_', .......... '~ .... .,.._'· ...... I • t' •• "~;#<.,, ....... ,_. __ .... , 

to.::aJ. .r.e.placemen.t, ,.ene:rgy:. ,cost.s. or ,.savings and a 50-50 sha.ring o! o:uy 
~'~.'- ... -.-~ .............. , 1..,.-.. ....... '._' ... ,,,,-~,,;,,,,.-(~ ... :-..-- ::. .• / .. ..:.~~ :;-••• -~ ~";.:;~~: ... '" '::(.>~"~~~'j ."':.o::,:,.I::~~. 

those. repl.ace.:l.er:. .. t~ ,ener-S$. .cos:ts:tha.:t .. ~ .... ould.. ,o:ther .. W!s-e b-e .recove::-e.d. by , ""'"' "', ,~ ... ~.~, ....... _.,_i ...... .1 .... ~ v,. . .I J, I~ '" ... ,." '" "+--, ,., • ." ..... 1',(" ..:""" ":;:'''' "_ ~,,' " ~;-. 

tlie EC~. _(Ener ~ ,.C,ost. Adj ~~t:n;.n..t ~Bill.i~ng "ia.c~o::f~· ~J • ~ " ,-. = .. ';: .. ~ .' ..... :- . C,., 
'4'~ ........ _... • .. ..,.,~ ... -'t ... Iop'J •••• v ....... _., ...... """'_ ...... J .. , I.,.,.,. ."'~' - -r.:~I .... ·"'f". -.r ,"' • 

..... '", .. :" -.3<1'; son .al.so,:co.n.tend..s that" ,-re'lil3oC:ei:ieZlt' '"ene::.8Y. -costs ~ ,., ~ .. -- . 
' .... ,." ... ,.;. .• ,t ...... _ .... ;.. .......... "'"' t.. ........ ,; •. _ ...: ......... ....:" ... _ ~.:t .... , ... ~; ... :.., .•. . ~;M .. '" ,.~/~,H ... ~·.~": •• ~ .. ' of""." ':','€.j "'\:;:;:''': r:::~·~:.,"~,~;..::;:.· 

resulting ~;~C?~ ~p.~~~~.1o.~,::~~~~~i~~;c;~~:: d~~~~,::~i~,.;,:::~·}~~j~,~~C'~":.:~g.~?a.:;:·~, 
no,t _subj ect ... t,o .. ,t.::,acii,t.io,nal ,.ECAC._ .r:eas.ona:bl.e.n.ess .. r..eY..ie.W .• '- ._'X.h"e' ad.di t.onal 

' .... ' .... ' ... '" .... 1 ............ ' .... /'" _ .,.t .: •. ' "'... _ .., of ... _.l ...... _. we 01. "',; ..... ')'/ -', .. , ..... ..j .. "'" '..,..'f/I ,~, , ... • ~·I· .... ,< I 

'Xci ",r.ewar.d. 0,:: ~:penaJ. t:r. .. r.e:~err.e.d.~ .. t,o .bi th.e_Commission 'in, the "'a:bove ~ -': '.' 
~~'-#~-.., "._.~ ..... _ ..... "" .... \. .......... _ ............ _./". ,. .• _ I •. ·~ ',. V'.~'I .... ,r.,"""" . ... , ...... ,..,- .... -. ~,I'I-r..' .... ~ ... , ... lr,-' .......... ~, ... ,.. 

q'J.oted .,po;r,t10.n 00£ .. D.S2-09,-Q07 is:' -iccor'ding "to "Zd1son, -in. -:id<l1t1o'n -..~o 
";'.:"\''''~'''';'.:.'' .. .:",.jI: .. :' •• ':"f , ..... :~.,~:.~~ .... :':\'":~-:.;..:; ~:~\~~:: ....... ~,; ':: .. :':~~!",,.1 ~~'~':''''~~''==:'~) (;~,..~: :~:-~'l" 

the _a.ppl;eat1on,.,o:C,the .,AER ... 1,nce.:l:~~v~,_ ~:p~li!d to ac.tual ".cap'ac~~:r , • 
tac;~; . pe:to;;.;.nce'-'that" is ·ab.~v,~<o,r ,'b'~~~~.~ ,t~~ ~i~f'g;t,~~~~',~'~~'th!n .. th~:: ': . 

• ....; .... ...:. .... _'.:: .. '.:/ •• / .)~ ... " """'f',., .... f ... ·./.i .. ',,' ~¥ \,'f·~I*'.I:.:. .,rj '":.:;, .... J',~,~..J.~;. 

dead'band'!; .. , .Iu_!urthe:-,su"O,Po:-t .o! ... i'";s position Ec..ison cited lang-.;.age 
... ·4 ..... ' ~>J _ ............ _ ... ~ •• , ... _ , ••• ""_'}. .,,~ •• _-:'_""'..1 ',:'.,": •• : ",~~'~"J ~":"'.~7~·' -/:J .... -- .. ' ... h,,-., ...... ",." ... 

!:-o:n page ,~62.',O!, ~D.8:;::09,~J . in, -w:h1ch.' t"he" Cocm1ss1ori"" sail! ·~"?ecove::r o! 
_' ~.'.. \~ ..... ~ .: ¥ ..,.. ..' .... '. .. ... _ .: _ ~', ~ • ...: • • '.;" _ :.;. .' ~ .... :.;. ~ .. ' ~} :;..:.: .. , ~~ .~" ';} ,-: ;: .:' ~ ~ -I -: I:;, ~. ~') ~ ~') -:; .' :: '::"~ ;j "., - :; 

the .... portion ~o~ :::e:plaeelnent .. !~el costs,...!orSONGS 2 ,not s'.:.bject, toA.::."'7{· 
-' ~.~ ,-, ~.r_ ••. ...; _ .. 1"" J: ... v '-' ........ i,"" .... '.... .. ' ................ +,..F_" ~ _.~.: ... / .-~ ':')'L ;:..::. :) r:.':; ~ -::! ~ ': -: ": ':l:- ~·z~i ...... ::-.;: "":i[', ~'ft,:-

and the adopted ~CF Will still be subject to annual p=.~dene:r.~.t~v!.e",{s" 
~~~-~~-~~.-;~ ~ 

'th:-ough the EC~,~::,p~~~ef::~~.~,:.:t:.:;;,-:~ .. :. ': . ..:':":~-:'::'-::-';;::: ':".::. -:/;',," ,....:~.:::'7." 
Ed 1so:n asserts :tha t· :"the: ~ Co=:ss'~o~ ~',s ~.in:te~ t ~;""'i:t;;res:peet to 

t .... e o'!'\e"atio~'; o-:·~ t":'e'" ·'::~a;·:;:i'O-'U'-'s- -::"';:~l"aeece"~ n.f~.J.;';· :eos~·~:"a...a ~ust=.e~~n-
.. J:'. , .... ~. - ... ,.. I. .~ -·,~t~.. .• , ...... ....... .. ... 411.... w 

..... ~ ~ .... _ ':" " _ -'-I:,J ... ~ .... .,.' ": .~·I ... r ...... ' ...... >.~. I .... ' • ",1 ,:,,\.,,;: ",.:, ,:~.': :~' ... _:.".::.; '~:'I :.'~/::: 

:::lecha.:lis:n is .:-bes:t ;~c.ese.:".i·be4, :."riy ~.~lie: ..::-o:ll:o,~1ng;. eb.a.:::-:t.:. ':.;:, :::7: -: 'j': 
,"" ... ' ... _ .... -':1''7'''';;'' ...... - .. JI-, ..... _.:., ..... ~cJ:;-.,~!:.=.l~~-:...::.':: ,.~~.,- -.... ' .. 6,... .. " ". -. _ .... ";" ..... ,' 

,;; ~~; ~~:, I~ ~ ~:. ~.~.~ ~~;~; 1.'/) =:J: ~ _' .: ~~~:. :.;~.\ ~., ... '~.w~: ' .. ~: r.~: .. ~~, '; .. :--: '--;~:::: 
. ~ ... . ........ ' '"~ ..... t..... t ........... ;.,~ ' •• >..,J r .. "fIJ'.,:, 

: ••• ,,',' ..... : ..... :"'_, I,,_"."/~ r:4r .. ~"'\"" ... I.. ' ... • 'or ... 
r ~ •. " • _ " .. r.:' '" '. I !:; .... ~:.;: .: .. ~:'~::..:: ~":::' : I:.: t~1 _.:. .. ~~:: 

.... I, ....... ~ :: ::. ::. ~. ~'": A~. :;' :: ~" :-- ,:; 8 :~ ~ :: .. z "::' ~~.,1 ... :' .,' ~ : :'; t;> ': j-:-;' ,,~'I :"::::i~' 
;!":..:;:'~: .. :,,~, ~.:,::::~~ :'':'::.;.~ /~~.> __ :;~ _~,::....r: :,,.~,..I=:\:-C;~,..~~ 

.' '.' r," ," ~ ~:~ ,:' f~::.~ ~ ::~~~;:~~ I ~;~~.:: :2, ~:. ~'i~;~ -:~::)~::,~.;::?::~~~ ~~~~'~~~ 
..... " . 
.• ..i. 

~ :~:.~.~:,.:' '\,'.=:. :~.~·~I::, . .!~~ ;:'<~'::'/~' t :: ;:.., .. ,,:,:r~ r". __ -I"" ... ~' 
r .. f< ....... , ..... '.. iii <~::: • ..:' ) 
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.. .' A.82-02-40 et al. 

.' -',.. .. :','" ~ ~ ",..-

'"~''''' .... ' '" .... ..... '" 

r ...... - 4~'" r. -,... "" 
-,'~ .... ; " " "w'_ ~ ... \!If #0. 

.r;: ...... r-) 1,'\ ~-' _v_ ~"'"'''' 

":,,- 0 7'" :::-.Re-asona.b:J;en~:S:r-·'.... C,' •• ~, .. -, - .,-: -.:: .t':~'::: 
__ '.. 'Re,view. , ~ . 
~ 'v.... ;' ::: -:.:: _~.':. ,.::; 'or'" ~~, .-" :; ~ I::J ::O~. :: ~:; '.;,"',:0::' Cit ,:-:: ~ J ":~:' _ :-: :;~"', 

,.. ",. 
'.,.I._ 

• r" ., ....... .,;.,' 

,- ... 
'O~·' .~ .... - ,",.,:. ~ AzR.,: ';: - ..• ' •.. " .";,,, -'AEP.'~' :., - ::;.~:: ' . .r.)'~' :: . .A:;3R ~ :.; . 

. ·~.O~,:::';', .<: :::<.~.:.:~ :~:::55~' ::.;.' ~::-" ,:·:':.~··;~·-;:80:/~~;'.~~ 100~ 
:::' .. ',." ___ '~'_~"" _,.#._ ..... ,.., -,', _, _ ....... or p-

... ~ T' ~ _ .. -. .... • ..... 1 ..... ,. I_ •• _~ •••• V-.. :_~-~:..:~.; 

Percen t Annua.l ;'Ca. "::>8;ci.tl ~ Factor f :.~:.::,. 
:..:.~::; '1"-'" .: ". '-' ;~ ~', ..: .~ .. ,... .. 

• 
I', ~ .• .: :'. ::" ."". "' .. ~: 001' ,": ~ , ... ~ ..... " or'I,.... .... .• ~ .... ~_ '~ ,.. ..... .... ",..; .• ~ .... """ ,.. ,...... ..... l ... " 

Wi thin,., the~.deadba.nd_ 'the:~A:::?~o:pe!"a~es:±n·~eonj'llnction with 
••••• -.-_ •• - I .... '"," _ ........ """,:,,, ...... _ ".' _ •• ' ~ .. " _ .... _'....I .... I • ..;.-..,.;...;. 

the ECAC reaso~.a.ble·nesS;:.· .~eVieW':,:::.whe:"e:as~.: !.o'r':,' ~r~¢r~~ee oiltsic.e the 
"!"' .... .(.-".., ..... \ .. - .... ~I·!- r~,,.< .... · ... -r, .... ··_~ -........ '~. 1:",," ~,,..·,~t, ... · .. · ...... ' '. 

deadba.nd, the- ~""!( operates' in eonjunet10r.. ...n tn'·the· TCF: o:uy, and not ... ~.:~"'~:';.:~: '.;-.':';;: :~ 

the ECAC reasonabkeness .. revie;,( .... ",~he .. ~CP _,a.p:plies~~nly. t.o those costs 
,..,... ..... - : •• ~'.'~ ...... _~ .• ~ ....... _L_,~ •• .I_" ..... 1-P' __ .,;.,1 ... . ~_J_ .. ~ .. _._._ .. "";'" I:.::~_ .:; 

not subj ect to 'the :A..:.~.:- ~:: ~b.e. -appJ..1catlo:c.:c o! ~he~~ TCF~):ewa.rd or penalty 
~:- .... , .... ~,: ,"" "' .. .,., • , ... : .. ..., " '''' '''t . ~,.. ~ -... _ 1-, "'. ", ... '" .... r r-, ~ ;:... ~ ~ • <'II ~.~; 

to the 90 pe,!"e~n.:t"J ~o~: ~~~~e'ilt~i :er:er.gi: c.o.s~s.._~e~.:!:¢~e~~:· ,in the· above .. """ _ .. ".." -~, ...... , •. ;.. ............. __ ........ :a.- __ ._ .... .:)~. , 

chart is co::.sis.t'ent:· vi:th~:'the~~oa.1::·plant 1nee:l.t1.ve-:·~roceC.ures· a.dopted 
• :::. -;- .\ ,",""" .• , ~ ,... r;'. -- ". ~"~' " ' ....... :... fl.: - "~.. ...' - ,._' ..... (_ .. " ..... ,... ~ ~,. -"'II,.. """ :It .. , /*I#' 

'0- Edieoo~' 3-. Moh3.v.e:·ana...·~.oUr ... :co'r::le' .. .3· 'Co'a""?"'a:nts"~ .... :.. ;;.::., 
.. 4. .;;J ... '''_ .... ,." ....... ~.,. •• ,,~ ... J.-;_.~. _ .. ..., ....... e .. ; _i .. • .. ~' . .-,:· .. A.I:.. ~-.: .... :' ~.!~,:;IC 
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---------------.,-,----------.' "'1''''1'''' , ;. i Economic Modtf.iers ' ".' ',.1 .. ' ' 

Since it is Edison's ~olicy to ~e its generation, 
J ' 

transmiss-1on.-and: d;i's"tri"oution resou:-ce:s ",to, .pr:o:V:i.de ... adequate and 
.. -, ... ~ .,' . .,.. ........ .... ' .,J "." ~ '.:' ..., . 

relia.ble elee~tri:eil service to i ts cus:t~me~~,~~~h'; "lo'West practical 
total c~st, the ~C? proeedu:-eshould not operate to !rustrate this 

, , 

polic~ ~Jl:t_"sh,o)ll.d_a.~"c.ommod'ater~s.n;:ope:ra.~ing strategy- ·N'h1eh will 
•• -: '~ .. t ,-, ,. -..-.- - .. -.--.....--. "" '" --, 

ach.ieve the lowest possible to'taI '\~ost 'tor ra:tepa.:rers.<.(ecorcinglj, 
the Commission should .authorize an exception to the ~CF procedure in 

, Ij :; : ~. /', ~~. ('~,~ '..:. r:::::: :. . .r.' i -. .. .... • . ·v j",'- ~ '" f""I , , . , 

the !o~o'W'1~.;:~:1.I;CQsta.nces. vher,e it 13 w"oenet.1e1a.l"'to ratepa.lers to 
',,'" _ .. , ,." '-t' .. 

reduce 'the output of SONGS 2 8: :?: 
-a:·:-;.:7An-e-c-oriomrc--i:i~r~re·r-·.illrch-p·er:1:rt·s :;a-lSOn...,to 
" .. :--:-:"'-:.::::redue&'7otrtput~~SONGS-2-&_7.-durl~ng_t.h<ise 1 

, '. interva.l's when to do so :produees a.n energy 
suppl~ to meet system de~~d which is less 
cos'tly :-:'~o-::'r..ar._e:p~a;y_e~.~.;'::.y.~ :::':. :: ~~..::~2:21. 

",. .. , ,b.~ .. An.eco!lom1c,.modi!ier.-which re::oves. the ..,' 
. .. ,,'. possibility' 0: ·a··~C?':'peria.lt~··when·<Ed·1son:::';':'::" ~. t, 

• 

.• ::~. " .. - ~,: :." .... , '·changes·':::'a-:.reto.'e11!lg::! O'tl.ta.ge-,.·se-b.~du.le::,:!~:r;!:~:::,: . .:::!;,~: :;,". =- '.' -. • 
•• '. ". .. w ~ ei~b..e:.-" SONGS .2' &~3 .:,(hen in the best inte:est. . . 
'. ,,', •• , • " ..... ~.. • c '. ,r'I" ~- -,' ", ~. ..... ~ ~ I ,... ..- ,. ... 100 ...... ..' , "" , of :.-atepayer; .. ~. ~ ~ .... .." . - ........ -:;., .. --.!, ... " •. - <>'" .' ~,.,' .... , 

.... : •. '~-,::: I~J~·. ~,:'::" ... - .......... : .... /"'I .... ,,"": • ~""'''''''r-: ..... "', ..... ," , .... ' -.", ," -., ~ "·OJ",.., ~ ,...""1"1",. .... r"'r .... , ,.... .. ~ . 

c. The 'COmmission' shotLle:'recogll1ze·as':'a;·'ger.e-!"al-~-:: ""'.,.':' '.::.7 
.. ::., .... '; ": :~. -·.pr1ne'lple';,,1n the.,,:~CF:,~tar1!.f p,~.:that. ;:h.e~,9?:~ :- :.::,', c; ...... ::. >::: ": 
, ... . _," '. should, ~ot'be const:-ued in ~.lch. a. way to 
.. " ..' ;2e'nafi'ze' 'Edi'soi' -N'heri ~b.e~ 'O'~pi:t~ ~6!~ SONG~ 'z, "&"~; :: ~ :', ~. ~,:, 
... <. }~'is:.reduced,:!o:- the·economic··,b~ne!-:!.t-o,t-·u ,.- .. ~ .. ,. -",-,,~ 

:Edison's., ratel'aye,r.s ,~~ :~.ii.h. !d.i~S9~ .:-.e;ri~:-_eft~.,:to· ~... ~ - . ~_ ....... -
bear the'""ourden-"o:!'"' proo~'o'! e:e:onst::-iti-t:g.:;iri:': ;::.: -:.:" -::.;: 
the ECAC rea.sonable~ess :eviey that an 
exception to the ~CP p::"oeed'ure is ..... a.::ran-:ed 
on the basis o! an economie ~odi~ier~ 

.. 
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•••• 

• 

• 

4. '·Sepiirite~TCF'-:Ca.lciti1atf6ri.s For;"Eaeh~Ut{11ty.::::(..: ':::: 'C.::: 
:,:,,:.~.·.·v~ S1nce':::~lSOri~oWns'::75~'O!:F~~r'ee'!l:'t<Of":'SONGS 2:&~; and ":SDG&E'='20": 

~,,~ ~,. " ~ ',-- ,.",,...,... ... -. .,.... ..... ,. ,_ .... ':,-. '''. '" . r ... " .,..r ~ r"'. ~ ... .... .... 

percent'" and· each·uti'l1. tJ contl"ols'1ts"'res,ect1ve';'ovn'ership s1W.re':w1th: 
res:pect;:tO:~disp3.teh1ng::a.iidJor resaIe;:o!':!1tsosh&re$o!C;:the outI:iut· o!~ :~, 

SONGs:' Z-'er:: ::;'.~: the::~~ieS'ent· ZCr: tar'1~t'~, coul'd~'a....~.eet:the":~C? .rewa.:~,:" o~=:::' 
penalty:":!o'r the other utiI1ty:'desp1te'":the:':!a.ct that;:"th~other:::ut1:!1ty:': 
tlai<'b'e.=~ak'1~t':1 O(ppel"cen~ o'!:'·i·t's~"ent1-t-l~m:en:t.0::If<.:SONGS':-2 ~,,; Ye:r~-:~:'::: ~ 
capabJ:e:,:o'f:2Qper,atlng':'at.~:rOO:'pereent::ca:pa.c1ty~',and,!:Ed.ison~'!or=soi:.e~~ ·,c..-:: r 

reason !ou%ia='"ft:: n:ece:s'sary-: to~~·re'Jec,t :1·ts 757;: per'cen't:; shar~,;': :t.h~, :plan:t-: ~<: 

wou.ld "be"~ !'o.rcea~:,too~erate:'at 2,:::percent=capae-i-:y=and SDG&EowoUldoCbe:: c, 

pla:ee:d:' 11i -a,": penal~ sl~~tl·on.:c· 'Th~i'$: ·",ould :O~";' ,t~ru:e."i :.everi 1~ ~G&S;Y3.S::~": 
taking:: :'-OO'p:e1-'eent o-f:" i ts;'er..tftlement~··· Th1s·,:woUld;';~e:;~ossly:>J 8' -:- ::".:'; 

unfai:r .:~ /.'. tile'r~o:r-~~ ::ga-i:g'on ·p.ropO'sed. 't'h'a:t 'wh~n:' .t:C:e<~rou.~~ 'o~, ej.."th.e'r::':.':,'; 

SONGS 2 or ; is rec.1lced and the" reaueedvout:pt:.t~·1s;.'no::t.":.d,iv;1'd'ea 'in:'" ~='::.:

proportion to the ownership share, the res~ective ~~~l~~~~l~~:~~ 

rewarded or penalized under the ~CF only in proportion :t:OQ..~~ 
reduction: i:n.:·-t~ir:';sharez.:o-f'-'·'t~e:' 'Output\; :~;;; -::: .~;:: ~;;';,= .r:::s ::::.:)vr.:~ 

::' ~ .. :'.:::'~,~, :"The::f:frst':' :t~ehn'1e'a.l:'- issue ra!sed':' by :Benson :1:s,·the-7 -:.4S~~ ot:~,:;:: r. 

';he ::g.:.Oss :o~':.::e:t· ;~at£ng: ::-!'rf'~t~ 'reP:: :ea1.~ul'a~l<>n~~:' 1:d,t$dn :s~~~:s:'~t:;; ::-:' 
gross·;=ra~l:l:g:;~·.~~n2·72·!.ri~$h.¢Uld':':be ~ec.':'-!<>r':TC?::-':9ur'po's~;;:~a~e ':O~ ~::. 
·s1!:1~ii.c~!'tY: ::o!,:, :ieistirem~~~a££ ¢alc..uat:::o!i':: ',T!ie ·:~'t):o.ut:pw.;' • ... o:ure. ~ ;;''; 

j .... ' ... -,..;-.'- _. ,...~- '"., .. ," ~,- ........... _ ..... ~'. ~_ ••• ."... ~ .... ""',...#') 'r-Wl ..... ... 
a.~ter c.educ"t1'ou"o!,,'the- p-la::.t-·loac.s·at'·; SONG-S- ·2" &: 3:"\·",hfen=-:a:re:" a:bo~· 60,': 

M'W !o~"1fni'';'; Z':and:' ,"cf r.i:i-~c/:: ~U!li=t :~~;': ~hes:e::l'¢a<ls ~:lay ·'~v·a.ry;~'th~":':·:~·::;':~:c 
d !!t~~n~' con~~~£onS=; o!~ ~ran t::' ol>ent i'6'n byJ 1 o.:.20~ M"W:-:<~ ';, ~'lle: ·g'!'Q·ss"C~'~ ~ ':, ~ :'~ ": 
o·T.rtp~: ''"'!igJ.--r~: ':c.~oei' -1io-e'" Ya* .,ii:.::n: 1>"J!~t:~oad:' a.n~ i1iere:t'.o:r:e:·~p:-O:v.id:-e.s:.a~ '.: 
~l' d' A,...,.: .... ", ,.*.(" "wr.,~ """'d--"'.'·'A;··fA' f 1r

; "oIIfr'~'" ,..,.'. 1-' .... \'~-"~ '" ~ .t..
1

_ ::. ........... 1": tlli'A. ..: .... ". r'. ,.;. .... .... xe v~ue '·ilu' .. '¢ .. -''jofOv.;.l.. -'~,.,.-e3 ·raQ· ... -& .. -· "- '::'-::'~'.:','--"- .;' .. ~ • ...i ........ ~.,' • ..J ~', .... 
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'.the, :second:teeb.nieal.::;±ss~~ ::~~~~ .:-~~ !:,-;h~ :)~.pp~£:P;~a.~e .. :: 
-- ____ .. "1_ 

recox:d,::;period ~o;:;be U3e_d:s!.n.~,com!,u.t~g~-;a~ge't.~~pa.e~~Y;,:,!a.c~~~ :-eward 

or;: pena.l;ty;.. : )'bj.·le;:·the:;. C?-r;-en~,:, :C~0 pr~Yt4~~': ~o:r:: ~:.: ~np~ :" e9~:p~~~~~~ ... - .;. .... 

of ~~:; ;'~~~~ o~:-:pe::UUty:,.:~O--;h-, ~is~:;;.'::.~~ ~~a.;-~.cne~:~;-~~:::;:t~~~~·:<,,~: ~:-: 
complet~-:.fu.e-l 'C:Y~l~::::iS:-~h~.:.a.:p'P~p'P:ri.~:t~-.:':p~~~ .. ::,::~~,:~~.~c!~l!S;O;;:.~:;'::; 
nue~e~r;;:pow~rc,pla.nt:·az:e :the':na:tural.=,ft:equenc:r,;:a.:t which the plant::- :';;::"''': 

... -. .. ;I .. 

opera.tes a.:l.-d a.r:e::;thilS".::the.1Qgie.al~ ;1,n.te,ry~~ O:.v.e.r~~~;c~:: t~.!>~~F::l!!:te,::::;= 

any per,for!l1e.nce;; s-:ta.n~a.r:4.:::su.eh~:ra.s:;: ~CF .• ';::; Si!lce·~;the,::: i·n.i:t1.a.l~"s:tar~~p.:~' ,"'';.:':~ .. - .... -'- ... '" 

peri.od.: re(luires-::.n...:mer.o,1l.S: ~~s~s anci ;d:o:e~::no.:::- r~:p~r~~~~:t;: n:o~..:c·: ;:: ~~'::;'_< 
opera:t±.on' .... ot':::,t;he :units: onde,r:;i ~C?.,.,.:JEdison reeommer:.e.s ~ha.:tf:: ~l:le; TC? ;:'::"'J".; ...... .... .. 
ree.o-rd2 :per1od,.: !Ol"': .~he;. ·f';irs:t .f~~ l .... eY5!,l:~ ot:-: ~~A: .~f.t;.. ~!.~~~~.:: t.E-.~.:t~::..: c; 

".. ,. 

uni t 's COD.~;::: ::S~seq'J.~x;:t ocyel~s • ... ould:::b~gin:: w!~h.: t~~ .s:t~~:p ~~o~,;,,:.:: :::':,.:-., - ..... 

re!u-erl.1,ng. '!.01: ~a::~t;::pa.r;t:ic:ul:a: ~.o:r~ ,;: . .an~ ~11 (;Y~'J.~~!J~.;~.~M-? at,. ~~;::.:: 
.;- '.. '. . . 

t1::e t.h~ .X".et::tel,ing.j~u~age:..~:~s;,,·eompl~:ted_.~)::: :'::':!~, ;:<:.:,;.:;;,:;,,: f!; ::: -::~ :. 8·:rz::~ 
C. SDG&--E"'s""' .. Po"$i~1'O'n .... ~.'f' ~,,:'''''{r) ...... ~·.t~,,- I ... ,.: ... • •.. -,.-, ... .,..,',... - _·.,.-t' ... "..· .. '!'I ...... ,"\.;141 ..... - ~"'.': ...... ,....JII!r;.. ..... _ 

,10' .. , ....... '¥ .... _ ...... _' .... ' ........... "' ........ ,, .:,_ ••• I_ .... ..-" .. f't,,, ... ~ .. v ..,,- ...... ~ .......... >t-' ....... ; ... ~ 

1 .. 'XC? ... Ca;p .": (';.: ;::- "';: '.::::: :.: ':; ~ :: .:. ',:':;: ': r;: :.': s .::;' . ': ':, ~ ;.~: .::' ',':: ..:. ":::.:: s' ~= ~.: C' .:. ,;.:::' -:..c:',: ',;, ",,:, 

SDG&:E sta.tes that in o:r.~,r:.., ;o.:).ey~~~ ~~e: .1;::P:B-~.:: q~ ~ ::'~;"'~/.:-; 

a.dopting 3.' cap on th~ long I"illl interests of th:::;r:a.~.e:p.a.!::e.t:S;-,,;~1:t 1.s: 

essen:tial~ to:: :l~k ,a.~::, ~,o -elemen:t.S·: ':. :C:~ ~ ~ th~:: ~x~~:t:e~3 .e~~1~i:neree.se to . ' ' 

the-:ir.a~~~ .-d~J;~::~' th-e:i.rt .e$s.u:'Otton- o,'!-: .ce.r~a.i!l·· .a.d.C.i:tional' . .r..isks ,1~ 
... ........ .. •• "", ~ ~,.. ... - - ~ I, •• _ .. "". ". .. ~ .. U '0" to.........,. '"I '" ' • w ~ .. 

a ~'P ;is::;.~o;pt~~::, !9:~-;~~~~~?~an~;: (2) .~J:.e:~ ~~;i~£~.a.l:; ca.~:ta~!.~~~s;.:;,c':~: 
.'N'h1~:h .m~s~;· b:e.' ::b:o:r:n~ .b:y:t-h~ r.~j"er,. ·i!., t.here .. J.,s..,.no .. ea.p~ adopt.ed. !.o:_ . ~. 

... - ~ ..,... - - ........... ~. _. - ........ ' u ,~.. ... -".. ... .... \,...0 ~ AlW _ ... ' I~'" J., ......... ' .. ..: ••• _, ,~ 

tb.e:.TC: .. ~ .. SDGS·;states .thate:.the-:,~a!:t;a.na.ly.s;is-sho~ .. zll2:;,:!:he~", .. ~,' ~' .. 
p ~J ..........". ••• , •• W" r ..... _ •••• ..-, ", "'-. _ .... , ...... ..., "' .... " ' ...... _, .... , .... _ '" _ "", ~. ~ •• , ... _ '-' # ....... , .. ' , ..... ,., .J ' ..... ' ., u' "" ... i .. 

expected~.xal~~::¢,:t .. ~~ ~~~i.~1~~.~k ri.s:~ ::_~t ,:"J:o_~~.: o!: b_~!ce.,;. ~:J::::t":le>:;,; "(~.: 
r3:tepay.~!~:.~f:>.a.:~ re3.$9n:l.:Ol~~~:; :i~; ~~:p~~d: ~Y'..: :?h~:; C~.~J.:3~y?!J:; w.,,!:~::?!!:.: 

'fa.i r1y.; .l,oy: :?~ca.~se: ~O!7 t:h~: 19:;(; .l>X:~~~~ J4=t7,,' o.7:~.e.x-;'~l?-e.:;:o~'J.:r.-=:e;:c!s.:-~, ~ ~~.n:: 
the other hand, the increaSe i!l cos~:: ~o-f~ ~:?~~al::~.a~d:i :Ull,O,n ,~h~:. 'l ~.:,:.;,: ~": 

investment 'cOCI:lWlity's :perce:ption of. risk, is h!glllj" !.:pacted 01 the 

extreme cases due to the perception o~ risk in the !inaneial' 
cO:1munit'1. This 1s 'because in.vesto:-s a.re ~ear!o.l that nuclear 

~- qp--

.. " 

• 

• 
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.~£ .. /9 . ..J."-J:"';-~'':J.r .. 

". 

• 

gene.rat1::lg~'un1:ts w111r 'b'~ O,~:t.:. o~~ s,ery1,c~ fOF,?i>~r':;'9~~-:;~C~~t~~er th.a:l' 

tor conventional !ossil~!t:.el::unit~~;.~ !hust::lle !1:~~ci.al:qo,~t;;~~y:",:~ ':.: 
'be11eves·tt:at:::&:' loy':: :o~)zero: capaci t~".;:, ;f'a.e:~.or;; h~,sui',f~~~~~~b p~,~~~~~~~,:: 
to be alarmed~ bT-:'the."'.pote!lt1aI :esuJ::ts o!tsuch~a. case·.cc-SDG&E..::",;;:;:.-:::o:-.. ..... - -
"oe11:eves:'th:a:t':';tlle=-i'1:ncre8.3,1.n~ ·coa.t,:o'!:.capi~al::,d:tl.-e~_t~.;the:;·;mca.:p~,d~~~c..~ 

is 1 ikely.: 'to;:: be,'>substa.i1tia.lly:J grea.ter~, :than::· :the:, expec.:t~~c: yal~e.:: ~ r,isk:' 

t'rans:! e:-r:i'ed; ~o:.~ ~tb:e: .r'a. te.paY'.e.r.s ·:t.b::'o ugh:.:Cccm1~!(o ~~ ,s ~oP~.:i5':': ~ ~ .. ~ :: '':J:':C' 

reaso-nabl'e:: ca..,,~~:" 2~ S·'.. .:;'::' .":: ~.: ~ ,;'::: ': :.~.: :'::::~ .~. ~~""''';~'' .. : -I'rt !. ,""'c !I"', ':.. ~ .• ~,.... ~". -. I ~"~"'!'\ 
~ .. _ ......... .; ... ~" .... __ ,. '...,;_,_,,_~ .... ~.,J.. '~""" _.J-. 

:.:;:.:. -:= :;:.~. "Re'.a:s:o:n:s ~or ~e-~~'Pe-:"C,e1yed.: 'r:i.sk:,,:oY'::; the ~1nves:tm.ent.,.,.co=u.ni=y ..I", 
, ....'... .. ....... ,. .. _ .. , \00 ..... ... ., ... ...., ~"... .. -<" '" _. ,_....1' .. _ 

as sta.te:d.:· ~ 1".::J et'tr.1es:, ,of:'.Du:!f: 8::! lhe-~·ps. .. a~e:::. :;:~: ':,,,: ::::..:::;'.:: ~ ~:: ::'.::: _ ~'.=- :>:'-: 
~::-. :::~a;.;'.::::;!rCl' :±5::a2::teW::: i.t.e:l~J.:.::.d~ wh'1:c,h-the", in.v.es:t'o.rs-, .... ~· ", ,'r- ":" 

r -:-,: ~~.:a.re. 'bei.:lg.a.sked. :t.o- sha:'e a .. "o:'~ti'on 'o·!· :t.h-e: .," ~- ... ,1_ .... 

. ' ' .. -", ., ·:,1"sk!'r"o=.;) 'cha:n:g1-ni" !tiel 'eo'rts':' 'wh1c:r ~heY -:iac. ~ c'.':' ::':': ';,: ~ :; :-:: 

not previously corne. "::'.::.':~::.f.',;-:,;:"" i:::c::~;":'::",> '~':.:' .. ~" ',: 

Z: :: ·0:.::> -Tb:e: -po.:tent1:aJ::: !o-r.: .,e:al..-tj.: 1z:' ,sul>.s~a..."tj,.,al.l'Y.:":Y:: 
,'- ... , ~"great.e:'"' th.a.n.: ~the :o;>por.t:u.n.i~~ 'to::, :,ewa.:-c.. ~ 
"'. ,.". '~ ...... ~ ..... ' " ... L -~~ ...... ~ ... -.-I.:.. .. '..... .... .... :....'v ... ~ ~:.,. , ... .,. ... ~- ,;-,.-., ..... '--,..., 

e .. - I:l.veators" .are .. :!ea.r!.ul ,0;:' ion.g" o,ut. ',o,!~"se:-vic'e '." 
" .. ~. '·lieri·o·c.s-·~c.ue· t~:'·NRC ':-'equ~"!"e:ient:!r."'·-J~::.':7.~ ':"'~;'\:~"'':;::':' "'.::-'::' 

'-: "d'::~ ;'In ;':";lii";absin:ee: ~oi ;: ~3:P"';' 1~ve~(5';'s~:ai!; . '::':' .-::. ,:>:: '~::,:. .. ( ': 
: ~' ~ 'co:o.c,¢ :.-.::::ec,* ::tha t;-,,.:the:'" ;expo.s:ur:e .:t~ :l'.1:s.k: ~Y'--:. c"o:e: '':; ": '~ ;~ .: : :: ~:,~,. .:: ': 
.. ,. ~ ,", .consic.eA'a.:b.ly. ,£~,e,a.,te!" J.n. t,l;.e_ ~~t~,e du~ ,.t.o , 

'.:,. -' .. , .. "i~cr'eas'i"n'g /:"e~lac:ec.e'n:t· '"§ewe:- 'C'OS"ts:::' ,. ";,;;; .:;: -::::" ('.:,,~".:: ":(" 

.~ , ... ':: -: ·~ii; -~ -:ea.p:dan:i:o~;~i·i:,.i1la:te: iijf:o~ ~he:ie :c*ee!":i~~, ':!-t .. :ea;n:". 
j" ,.... :-, .. -- ....~, -:, '":': I. ft,' - _.... :...~ .. :", ,-~ ..... - •• ~ _" ~..... ...,,.:. ~ ... .,... ~ "... .' t : 

11:it the' 'ma.x1c.u:x.' exposure ~o'! "1nves~'o:"S' t'o' s,'-:!:ev-el= w%Ii.:c-b. '-w!ll.::':' .:...:..:;.~: ;,.:.' 

~;pei.flii~ " .~~.; ;J's-h t'1.~ 3 ae:d'ec: : d;,p.r~ai ';eo-sis :t'o ~e' b~=tne; :b""y ~h~' ~.~ ': -: ~.~ :: 
~':~:';::-('."':~ .. -:.:'.~~':...::: "II::':~; .'~'1:;:- .... :O~ .. ':... .~.'-f¥;"~''''''''-' ."I'''·r.,~·-- .:...., ~·-'~r.''''''f':''.~' e-.;.stOl:lers .' - •. ' ~,,-- - ,-~ ... , .. '. '-""'" ...... '" " - ' .. 

:; .;-~ of:'."" 
...) .. -'.' _ ... 

-. -4~' ..... ,~, ~,.,.". _ 

"' ... ' .............. - ....... ... , .... , :- I' .... 

..~ -' ... ",. - - .... 

1 
~ .. ~. ~ ~"" ... 1:,.., _""'" "'_. 

... ..... _ •••• J tr ... ·..,.Ao 
'I 

-,....
":"-'-' 

"::: 1r:>J:~:\: :o'~ ';::;":O=S' '~'':,':'::=~ !.:.~ ,:: ::-:'.:':,." 

,...- ..... ,. ....... 

'I 

~~~=0:~~?2~ ~~~~~0~ ,;~:~ ~0~~ 

--:i1--
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Oy I", - ::; :'·~SDG&.E:turtb.e'!",,; arg'j,e5 that"': ·ado'pti¢.u= O'!:' a.:~CF n:thou;:t:-: a.::".C3.j?:-:,=,:;. 

is 1neocsistent":W1tl:i-:::the eau:t!ou3 approach":adop-:ed:;1n prior;"::'.' ';:-: :.: -: :;.: 
Commis~ion:~ dee1sions:" rega.rd'i::.g:,.!"u,e·l: reJ.a.ted: 1.:o.een:ti'Y~': c.lat:.S~$.;; ~ .. ~~..: c.-:: - -~- . . non-cautiotLS ,-a.pproa.ch Without.::a. cap;.:can be.: seenoint):the-~ risk::,' .. :.::: '21'-;' :;:. ~ 

a.sgocia:tea::'W'1·t~J,the-:'~1mum.:~·llenaltY'2und-er ~1le-;l~CF:;.m.e~~;~'!:M,9_:.::::: 
o:3.5,1s 'points:, compare4:':to,::,:the:-:l£mi ted.:.~e~osur.e~ o.t..s ~120.:';ba.s·:£s., :po~,n.:t;S.::.: ::.':' 
ac.optea ~~or-: 't~~ ;in': D~S;.:..oS-:048;.;:c'-n::e maxim'tl:r.· rl$k:~O:t": S:DG&Ly ~.r: 
TCF is 449 oasis po-1:l.t3 while th.at ~or Ediso:l. is 426 ba.si.S::'1'<'j.:l.t,S:.2;~';·-; 

ThIs':' rt;s-~ l-elat~io'nsh:1, '1.e:- com?le~'el:r~' 'con:tra.:ry:<.to· 'tl'le :a.p.p=.o-;p:ria:te :-isk 

relationship found reason'ab-le: ~·Y:)~the:::· CO':mU33io·n;· .i-n::D:."'S;~~48!. j,n:,,:, , .. : 

which a lowei: ~Al:R>e'ap;: 'W'S.s~ !''Ound ... · r'eae:o.na.bl:e.~ f.o:r.: SDG&E ~¢.'omp~d to 
~;:l A.... ... .. ~ . M:':" - ..". ,.., _. ...... '-\ _ n ,.; ~.' ~... :.. ..... _ ., t," , .. ; ........ :. ~"r ..... I 

Pa.cific Gas .azuf :Ele:e~t.rj,.e::COm:pe:.n,-c and.:: :SdJ.~30ji:':b,1~c:a'C:Se" _o;!:.:SD~' s 
h ... _~ .......... , ...... ,.~". .... ~ , ... ~ ..... ~ft' ... I.,_ .• ,.,_,,..;o-.; ..• ~;_I __ '-, ... _ "';:.,j_.-

greater earc.i::.gs variability. . I~.,,,:~:,::, ~ T,:.: ::'::::.. .::-.,.,:.-:~ 70:: 

SDG~ .a~yeloIJed;:·i ts.: recom:nend:ed:: c.a.P~~J~3:.'t-:::loo:d.ng at the 
~~ ............ ~ ~ ~ ".,. ....... , .. t' .. • " ,... ••••. ,... .. " ~,.. ¥... . •. ~ '" .~'- ~ _,. ~ A~ .... _ ~. 

level of penal.ty· 'wliich- • ..... ould"o~'"rea;ched "'n:th---a'1 ~ ~e:"een't proba"o1li ty 
r~,., ... - r'. .... ' ... , flit ...... , ... ..~ ... ,.,.- .; .. ,.. .. ". r:.., ...... ". " "".. ,.,. to, """ ~ .... _ ......... ,~ • _ 

based 0:1 observ'ec: .... ca:,-aer.~y:,.';!a:c':t.O:r:5,,:a~· ;o:::he,r~ l:ar-.8e~,-,_r;.~~:S~tlr1"Zed ·..rater 
.. .. , I. ••• ,_ .. ~ ........ ~ •• ' • .. " ......... " ~ ~ ..... _ ~ I~ ~ l.,i ..... '::1;'" 

reactor plants. It. ,ealeula.:ted. th.e,,50. pe:rcen~ ... pz:e-tax ex:posure to 
-'0' "". ....".... ,,",, _ I " ~... .... ..... ..... ~ .. ' _,... ,.1 ..) ~~. :... A, <,;. 'wi":"- I 5.'": .. ' :: ... • ;:.:. 

shareholders ~.r·om,::a;d.~1:":tto~ '~uel:·:costs: :at·::that) ':1.'<>. ~-,e-::e:ent level o! 
c .... · /':,'."':" ·,··~ .... 7"·"': .. rl .... ;' ... ..... ~ #11#,",-'. 1~1fJV'" ", .... _.,... ... ".: .. ;. '''' ..... , .. ".. 

exposure to be S9.'( 'm1:l.J:iOrf .~!""e-:ta:x...:.':.~n;e,;·~t:l~":~d:d:i:t'iona.l A3R 
~ .... u ......... _ .... .. --::, ..... _' ___ ">~'M .' ...... <:j-+.,. ..... ~ .... ~"'./ •. ..J ... ~~, 

ex~ure due, ,·c'1=.ectlj".,..to ,SONGS. 2 -·..ras .. S4.,3 ... zillion 'Ore-tax~ ... , ~he:"e ·...-as 
- ... "-.",.~ ...... - .... - .......... ,.,. .... - ..... ~., ..... ''''''' ... ~.,." ...... '*'.-,:: .... ""< ... ~.:....: ..• :: ..,';."!,, I., .. ' ,'. ' ~ 

an addi t i-onal $2· .. 2. I:l':1.l1ion.. o~ ::i.3k ,2.dd~d .1;0, ,t.he., jER C:'~e ~ to the", . " 
r .... '.. • > ........... '~ .-..~,"; At' .... ' _ 'II' .:. ...... """ '.' ..... ",' t ....... ... ... ...',. _ I ..... ',.J ~ ...... ',j .:.....;.;..: /'f,1.;::' f.:.~ .. ~ ~~ ~..:.:~._. 

·inc:-ease, ~in .Zhe, . .AER. cap ~ ...... .i tn,. the .ad.dl.::i.on .. o.'!. SONGS .2' to· :-ate. 'b,ase and 
... ~, ... ~' ........... -.., " ... ' ..... ..., ..... :,-,_' .. -.~' .. """,.,1..,_, ..... .. 1,.:j .. ,_:~ , ... ~~ ..;'_;..:~(.,- ;:-0-' "fIIl

t
• "-'''''I:I~'''''': 

ea.rnings. Su'b·tracting these amounts -;f'rot:l the $9 .. 1 :lillion "pr'e':tix'~ _., 
..... -I'~~-,..;.·", • 1..,00 ... _' ~ V 'J , __ .... 

leaves an appropriate cap !or the ~C:? penalty of S2~ 6 ::lillion p·re-tax 
with a similar amount !or SONGS ;. 

SDG&E tested the appropriateness o! the $2.6 :illion cap OJ'' 
comparing the ra.tio o! AER cap -:0 !1;I.el 'cost revenu.e assoe1at'ed ·,,1 th ' 
the cap and th.e ~C:F ea.p to the total :-evenue :-e<;.~ire::ent 'tor SONGS. 
2. ~he ~elcost revenue requi:-e~e~t ~as $146 cillion eo:pared to a 

-- '72--

• 

• 



.. 
.. 

• 

• 

• 

A.82~240 et a.1,.. AU / jC/ rr 

-, - \~. r : ':.":~:' <: . '.: ::-: ::... .. ::C~: "': -;1 ~ "':':'.,,"": ~":: :<.:: .. ~ :~ ... ~. ~~,: ~ ":: ;:; ~ ') ~ :: I~i~ Yf.. C f "'.~~. ;:,.:.:.:. ~~. ~':~:-" 
$140 mi'llion revenue, requirement. 'tor SONGS' 2 or 1/5th- 'the revenue ... 

• ~ '_ ~ ...... .... ~.,. .... T ~~.:"~~ ':,_:.:..' :::,. .~:. : ~ ~ .... <: _;. :.' ': ::. ~.: .:.... "" .. '~ ~T;: ~, _,'; ~ .:::: :~~ ... ~ :: : . .: :- ;~ __ .:..~ ~ ...... ~;. ':; :. ~! ... ',:~:,,~ ~ 

requi::em~n:t. ~or ~el,~~. ,~hu.s~ b,a.:3ed on this j.: 5 relationship" the $6,.7 
"' ... -.- #'I I' ,.~--! ...... ,_ "'''_';''''!.':~''':' :',1000_ ".:::,... .~.,.;:::~.:..:; ·>_::·T~:; _,,:,;~::, :.:: ~~c ~'-~~~\"':"::~':>ccc,,::-

m1ll1,o.:l. ca.~.,t.or. ,UR. ,~oul.d. .e.qua~.e_ ~t,.o" ~. ~1: T. :1.i~lio.l1;- :p,r~ta.i=", ~a, ... -;or.... ~. 
"'_,o •.• w .~ ... __ ...I .. , _-.r .... -. ~.,.A ___ .>>4't ..,.'"" ....... _,..-_'".,.)1':.. •.. , ...... _' .. * ....... ~.,'." 'o.JJ'~ ........... ..... ' ... , ..... O"' __ J.. ..... l4Jlli_O_ ' .. '_ 

the. ,TCl'..-", .51,nee.., th~. S1...1.mi,lli~on eap "is su.bstantiallY' less than, ::he 
-'w' V". ,;.., .... ~".:. :;:.~ .... 1 ....... ~ , ........ ~..:J .. :,..,,_,~: : ... ~:.:...':.~,~..:~ .:,:': .. ',":;~·"':.::~_.sc ':;,;.:;' ~.:-::~ ;;r~::,~~:, .... (.;. ~:~"':~~ 

$~ •.. 6:-~~ll.1.o,c.,.c,ap', Rr!!v:i~o;u.sly .com.pt;t,~.d,._ SD~~ .• ~pnc,l~~~(~ :t,ha~. t.~~",.~.?~ .. , ' . 
• -........ <6\-'I.,.I ...., .............. ..,1--... l/t .... .;.'""' ....... ,~ .... J,.t\,... vrlv","" ,.' ...... , ...... _'-4 ....... '-...;...,_~._ ..... ,._~ ... ~ • .,I ........ '" ......... \_ .... ~ .... ,.'-._ 

million., (:p:t;e~ta.x. ,.e8.~. wa.s reas0 na:?le_,. ., .' ~ 
.~ "'.-.~ . .--.... ...' .. ,. ''''_ .... l_, - _;",~".;:.: ... / .... : _1.,,:,.';1: .. ~"" _ ,,'"'''' ~"~.:~::;' t:I:'~.i:'~':/:.~· ~,,::,:,~,_ :~}':':V'''::;:,!0: 

2- ..... ,~CF', and. AER. ..... ,,~,,- ." ... ;.""' ......... 1""..."... ". ...... ~4 .... J1lT.",.,'I"~ .• , • .,j._ ..... ,.['1 .. ,./ .... Y'\:"'.,.. ... ".'~ ... ' ... .,., .. ~ 
'-'" OJ. .,"~, .... ' ......... .:, .... _ ... ' .... _.;_ ...... w \.;~ .. , -' _ .• ""~,,,- ........ /*'_,c ... , ........ ~ fir ~:..,.' ... , ..I .. , , .... J' ... ' ... .., ' ....... 

SDG&E states that it ~derstands a:d agrees that th~.~~ 
• .... ,.r.~'..: ~: .... ': :-

rewar..dJ.p_en..a.l.t;::; ,~_om.:pu..te~ ~,~.e::. ... ~he ,T.C,F ..1:s,; .in .. ,~~~.i,:~io.n_ ,~o, .... ,a:?Y-:.' re'W'a:-~ or 
",,- - .... "'" '...... ....- 411 .... " _ .. 1,";"_'''''''' ,., ........ _ .... v ..... ,~#........ l_ .'''' _..- v' Ov ... 01-.' "w-"""';,.,.., ..... ',.J 

:penalty.co:pu.te,d under the AZR mechanism., liowever, SDG&E d.oes not 
.... -.:.... ~_ •••• .A_.~ ••• :'..:~'"': .:.:.:~ ~.(~,~.,-~,:,~ .. ~ :;~,~.:;.:" ~:. ':.:~_"::,;,:~", ':-:::!~c-;-:; "):::- v: I,:":; .... -::l~~,":~~: 

be11ev.e .that .the ~~, and A.ER are intended ;to 'be d'uplleative ·-,1 th . 
.. ~. ',J .. : ~ ""'_ ., - ~~ : ~. ,.: .... :. :t _.: ... · .... 1:.:; :,'" ".' ' .... \ ..... ~~, ~ ,: . .: :, ... ~ _:.-' "~.' ... .1. ,~;:. =.;..' ~ .... c :::..;;~:> .:~,;, -: ~:- r~ ,~\ .. /:: ~ :.'::-:-

respect to the AZR costs. SDG&E states that the "~1n~t1al mention in 
.:~~~~_ ~ ~o~c~:==~~ ~~~ ~~ 

D.8'3-09-OO7 of the. SONGS 2. per!or.:ance stand,are eomputa.:tion indicated 
,"" 'oJ'':'' ,: _.t : () ... -' ' .. :- :':. ~ ,. ':' ~;.~ ~, .(~'~';;".~ ":\ ~ ;:~,;,. "'::; _ ~:.: ;.;::' , . .:::: 0 1,.1 ~> ~ ~i .: 

that it would::,;a;wly ;:t~o ::::th~·.:EC.AC ~r"t:~¢:n:,.~:f'; ~S;~~<;;,.:.~J.::::$u'bseqt:.ent 
'"I .,f.... ;:.,,...,, ~ _ .... -. ~'., .• f..., r ." "",' _ ....... , ........ ,... .~ no ...... .. I::-

refe-rence in ,the, dec i's1 o·n-:--: 0' ·costs"~or'·re:pl.:ac'ement-"'fue-J?;eosts should .. ~-, .... ;. ~:.,; ;:.",~..)"; , .. > .. ..r .~';" ... ~~.~':-:~:",;.,,: -~:~:::J 7.f~.-;; ::c '";: )::~·\"},::l:"'~'):;:-:": 

log~eally be re!e:-eneed back to this initia~:~a~ecen~~ 
SDG&E .. ~:r.tn-e:: argues::that':<:.oQ:Lon sense also dictates that 

--...-.,. - --- , 

the costs i:ltended::'to be shared ~ai:e those which :~e:\a~ila.ble ~or 
" "-. ,- , " .. " r~' , r .. _._ ...... .. 

adjustment at-th;;::t:i·me- o·t the -ZC?...:cal.cilJ:itf6li~-:-~~e '::A:ER costs are 
~,~~ r-.::. ~;-J"'" .: .~ ..... _ ,... f-. 

caleulated on a. mo:th "oy month basis 3.!ld are allcea-:e-d di:-ectly to· 
~~:;':~'P: .. ~ .. ~': ':. :...:;.:,~~~ J: .. ,,~:~" :,::~ .. -:.:" :'-.:·L~-:,:~::.~.~ :-::.:. (~,:i.r:=.:~.~ '~-t::'? 
. ~, ~ ':'\ \:/,:',":.: I~r:- w':~ ~ ~l::::' -..:= ':~:: -: :::' .. ,: ~ ~ ;-:-. .= ~ :<,;, :.: ~ ~ ::>.) ~): ~ ;; c 
~~~ ~~~~~~j t~~(Z ~~ ~~~o~ (~~:~~ :A~Z 0~;.~. 

. ~ ~::":..' ': ~~,' .:~. ~::. • .;: ~ .:. -: ::. .:' .,.. ::. ;:. ::1.-:':;' : .~~::: ~ -:, ~J. \,:~ ~~) ~":,-. ": 
2~~:X~ ~:~~~!~=~:~ ~~: O~ ~~~:~~~2 ~l 

':, :-,:-- wo.: ~ -:=..?:..,/," ,-~~ -:~ -; ill ~~ ::' :~~' ~:.' .~:.~ .: :: ~~ -: ~: .:. .: c- 17; .. ~. 0 ~.8 !?I-:' 

c~):'" :. 
. "-..11 .. .. '~ ... '" ~ .. 
~, ':: -.' 

i'.: :: -: ~.; (' I ~/ :: : -_.-----

' ....... -
- 7'3 -

: ,::c,:e'.:'!·/,~':' 

,..... iii ",;. ... \ 7~" 
.... ;-.,'vI,_.' , •• __ r", 
.':""'\-"":,, ..,. .. ,~--....... - ~ .. ,. -"'~. 

'" ,..,-~ ... ,-,' -, .. ,'.' .... .... 

':' . - . 



'. 
,.... ~ ,-..". ~,. , ~~,'~ .... * , 

~.... .... 't' ' •. .,~,I·~, 'NI""';'-:'~' •• .L-~.:;.... ...... • .. 

the utility's expense dur1:g' each :o:thlj period. On the other hand~ 
the iCF:-:~~6ui~;i~:;/'1~ 6k~e~~i~S s~h'~dbi'~~z;'t'o"'b~-: ddrie$·3h""%lual~;':·0r Q~ ':, 

,...., ,:. '"': .... ,~ - ,.... ' ...... ';", .... 1"', . -. ':" - ,.... .... ;:..... .. ... :.,... ~ ,... .•• ~.,...... i." "..' ,'~ " ,.,'" - .. ,- .. , ... :.. AI''''' ""- ~,.. .... - r> _ ' .... _. ,. iIW' 

prosp~ctfvefi ·oeri.' "3:' '·f~el· ejcle~ o'as:r:s-:'-'!he~ '!C'P' 'pe:la'lt':f~ .!'!'. ri::li"~- win···· ... , 
~,..,. ""r~'" ;', ........ _~'-- .... ,...:,~ .. "~ .... "~' ~ _ ...... r~·\ ... ~'".' .. _, • .; ..... , .. ,. ,-..I"'"r _ _ ..... 4;,...t"tf"'- ,.. #' .... 

'be f'olde'"d"i::.t-o" the':. ECA~ b313.:l.ei'ng· ac"eoUrit" :t'o ·o!!iet':. .... 'the· "c:os'ts":i tia.~ -.~:: 
", ~ _. """ .,~ I"'<~ ~ ~:,:. ':-:"" '" .... ;.0 ~ ," ' .... \. 1'1'. , ........ '!' ...... ,# • -.. "",. .. ........ ,.., ,.,~,!.';''''', _ ,... ~~, .r....... .,~.,.., ..... '''" ~ r;: , .. \ ~ .-<, ,..:"':, 

are: 'il16c3.tea~ ·r='t·o-~tlie~ 'bala.::c'i:lg- aec¥otlritY":ia.mel':i,'"' the 9Z;'peree':1't'-0!"'~ 
..... ~<~; ~:'"' ...... ~,-.. ,""-' ''"''\.'7"'.-,f' ~ .... -,.\".. r: .. ~<,""'~'":''' ';...r ....... " •. --,...·"... ... .. , ......... ,:- .. ,,.<_~, ,.., .... ,., . ....,,...:.,..,... .~._ .......... ,":") 

fuel 'CO$ts~ whIch a.re~ -a.!l·cicatea~ 1:: -tb.'e'" "ECAC o-aIa6:el'ng' ae·c·ou.n~.-- -sDG&z'~' 
, ~-. ,..~. i."~ "'-I "... - ... ('\ tH .'. r--~. - t"'o '\ .... ,.. "'!" -r.-."" r'" "",..~,,, ~ ;.. -

eoneludes logie dicta.tes that the ~CY ·pe:l.a;It7 sb.ourct'~o:lly o'e' ~a.p:pl"ted·~ 
r'r:- ~~, ~,- f:'4 r.:"'1'!'t .r:':" 

to those costs.whleh are. subjeet t~ bal~ei~g aceo~t~~r~atm~~t~~ 
.' ..... ,.. ... , -',"'1"1,- ·:.r:~r:-"I'" '''''''''~' p-' ... , ........ -., .... ("' ••• ,...,.~ ...... .... ,.\1"1 ..... w")r ......... -." .. '1 r"'"fO-'I~"""""." tne ECAC'~:" lit Y ........ ~. . ......... ' _:r: .. _ ~ .. ,.,..... ','; ..... ., .... '"" ........... ,1-' "'" h v - ", .•. ~ ...... "", .~ -.. .... v ':";~.J A.;. ..:-..:...;AoJ ... .r:, 

':~ :,-:,:::'~'~·~,1: ~.",,~ '-:'>:. ::.')~·t;::~:.., ... · i"'~ ...... , .~"'r' ,:,.: ... "i·:~I:'.~r; t· jr:....:·., ___ .... ,,;.. .. ~ .. ; .. ·~ .. l."\;. ... r ... 4 .. f-: 

SDG&E also states' 't:ia:t the ·I~g'.1a:ge" i:::: jJ.~~9;,.;;o07' n tb:-~ .. ~ . 
~r,l'y -:'f.,t"'·, t;.': .. ~r"'';'> -t:", .. t.-·,~p.·-':.~ ~- ......... '.."...:,...(.:.- '"r":"'" , .... I<".:~ _I~;:'~"" J.,...,... ... ~,..,._I'1'0~ ....... ~"'"~~_~·I .. ~ 

re!e'r'enc~to ~tb.e<Jp.r·o~e·r· s1larf!i'g' -of .. ·e~o;;its··1)~t'Ween& 'tbeV r'!J.~epaj'(ir '3!!~""':'4 
,.. .... ','. f'. ~. ' ... " ... : ....... ' ,_ t t" f~. _ ..... J. ~,I;, ........ ! .... -.I .. I'U ~ (" Ii"'" ...... ·1::;'" ~ I',.. ,..... ,-,....,,..,, .. f .. I ..... .... l'.J,. ' ... ~ ...... ,. 

the .irivestor' ~1~ ~am~!guous,~ 'l~a:if!:lg '-to ·three-·:po·ss'1bI'(t 1!lt'er'pietat'fo!lS': 
... , ..... , ~"""feI,,,·.,_ I', , ..... ,.""" .... , ....... - ..... -, .. to Jr;o",,- ,.1 .... ·_, ':",r ....... ,~"::. ,." .... ":""<~,,... '::"'::"" f.' ".,",.. 1/11\ .... ........ " .. , _ ... ., .. _ 

o~'the"Commfss-io:i"'s'1:lte~t'.-''''''''''''''''~'~ .... ,.1"' .• '-' .'J ..... ,~~ ........ :". ~ ••• ~ r ... ~ ".,J"'.~, .. ';'. 

;:,' ~~. ~ :::: :. ~;: .:.: :-: 0 .~ ':'. I·. = . .: .. : ;- -: c) : ~ ... ; :~~ ~."': .c ':' ~.: s. :;. :;. , ... ~:- '"';':: i.A,. ~ 1', ''; r:- .~ ~<." ~;' ':~\ I~j ",' - P,,. r ~ ': :,,_ :'~' ,:' _ ,~: ,:, • ~: 
1 •. The 'Commission i:::.te!lded tba:t· the 'total'ris'k' 

:. ~; ':~: .~: ';, ::, :: ,~·:of' ·~fu.e:l: :.eo~it:' sS:vi'~gs~ ~a::l.c. :excess'e's ':."be "':s.'ha:r.ed: ":;.: :,; .. ' :::. :: ,.~:-. :" 
.. ' .. .'.. ,,", ... ~ ,.equa.lly: ~be..t",lee:l. ,,~e" ~1:l.v.es:tor. ~a.:ld.the, .. , , ..... _ .... 
~ -~ ,", ·'··· .. ·ra:tepayer·-a1ter "co:lS1d'er'atio:::, o~'o'ot1i-the''''AER .;;.:.;::: :~<: 

~ .,...~ ~~.,' ','6,. ... :.."',""'F ._~ ~~:, ;;:: ~::-: ,:~ .: .... :'""~ Z' :' :- :',: :;:..":: .~~ ::::) .. "': ':, ... r::/.-. ".':' ~ ~~~. ...... .". ,. ~ ,-.......... \J.~ ". "".u.... ,J,. """ _ ~ _, - ." .... __ .....:_ .. ~ _ ~. ',.,; __ 

" ~ ';:: ,~,;'.~ :.. ~J:ER/Er;AC :-::. .. ;-;' .. ; '.:::::::- '>...a% ~/,,: " .~ .. -:::$~!:;:: .:.:.::.:, :': .. :<::':: '.':.: 
~ .. ~,:' ' .... ::~.~ ~~us~~~'P ~;3:";.s.~~~~.~ - 42"'~, ':.:::: '::: (42';). -,.. ......... _ ... ' 

\,<,;.., \,. _ .. ~".... ........... " ... .. 

" ... ~ ... - . '. .Zo..tal.·· .'. .', -'. .', c' '. S~: -, ...... '. ... ..~. _. 5.0~_ '" .. ,.., t., • .,· ' .. ~ 
• ./ .~ ' .... ,.... ",... -~ ." ,.r.~ ooJ _ ......... ~ -" ~ ... .,. ...... .,. >" •• , ,_ '",. ".... ~ 'I- V " .., ..... , ,I ,~ , ~ '" ........ _ .... :. +' , '...., 6"' •• : "' .. ' J~~. .... ....... " 

2. ~he Co~ission i:l.~ended t~at the ~~el savi~gs 
or exeesses norcally borne by the ratepayers 
(the ECAC eosts) would be split be~Jee::. t~e 
ratepayers ~d the i~vestors. ~~is would be 
in additio!l to the ~or:al eost excess 
resl'o!ls i b ili ty bor!l(~ U!lder the AER by ~he 
1:.vestors: 

!!lvest~r 

~~/ECAC 8~ 
plus ~CP ~ra!lS!er ____ 4_6_~ __ 

~otal 54~ 

- 74 -4.,."."" 

Rate'03.ye:-
9-~ 
(46~) 

• 

• 



A.$2-Q2-40 et al. Al.tJ! je! rr - .... \,..,;..\--1 
... \ ........ \. J .... ,,r. 

• 

• '<-"' (' -.,.... . , .. ..' ' .. ~ 

The ~C,ommi.s.si.o.n intend.e~ tha.t. the inve.stor 
reee1:ve"~a: "'r·eva.:-e.; "or" a: ;;,eiial'ij b-as.e-d'" ~,onj;50~·· :. 
o-! the excess !uel costs 'o~~'by; o:o-t·b?=t:r:.e:' 
ratepay..e:r.' :a.::d- the.-i·:c;:re.s:t .. o:r:- ·'·I'TbJ..s. ..a.~:tn:. ""..r.().~d ~ 
be added· ~to -:tOO:.:.8~ -.of: ,,:t,h~ .~~;e.l-·:cos:~ ':£!~,: . _. 

·-.already' bo:r.:e: ~by:, ,::tll~ :inv:~toi:: ~ "~o~~ ~ ;~; 
res:tll~ m ;:w:ind!all: J)'mi::t:S: -I>::J :l~~~.s:::~~;:::~e 
AER,:.po:::'t:±OJ1~.r¢t: th~ :c~st:~::: ',<: . .:.' :)'.:."; c: '7 :'r.:,=~ 

:,'~ .: .... ,."; ',:''':-'~ - ':·:"".·:Inve~o~'··:':;;,; ,;<' ?:i:t~.gi:i:·b: 
AER/ECkC 8~'~' ~ -92'%" ... ~ 
plus TCl' trans!er SO';(SO~:t~~:·G:S .:.' ..... :-::::. 

':total 58'; .:.>.~::~ :>:'::.o:::;~2 

. " 
~.~,... ",,, . 

; .• t"oI_"' 

- .75 -.....:: -

,.., .... _ ... ,.' ~' 1,
"" -, I ,,' ~ 

,~ .. ~ ~".. 
....... 1 .... ...,,_ 



A.82-02-40 at al. .AL:J/jc/rr 

• 

D .. !;:- ,. .... - _, It, ., " .... 

.... ~ - '-'- -~"-;' 

.City states that it has ~o basic objectio~ to the econo~j 
'.·'t.,~"'::·~""; ..... :, ::·~,,:"'::·:'I::,~-;',.-;.-."'I',=' 0 .. ;·,~ ;!"':',I·.',.- ,-If" '~,""I'''-''''---''~r,~''''''' r"'~- " .... r·. J"' ...... ,.~, "' .... .."It r .~ . ..: •• 

energy economic ::lodifie:- concept except'!or"the !act-th3.t+it is~ .'-_.,/. 
-'/:,":.-: :::,I~',-.: .... ~:.~ ,:r:'~':: :P':·/"';.~.:-::S r-:~;:;, "_'': ........ -- ... ",...,"7'~I~ r_,-., ~ ... ' .... 1"_'" .-.-.-.t; .... ' 

unnecessary and letwes -:he door ajar +~or -!il:'ther '"'a:tt'empted .. -':" ... ~, ... , ~ ~ 
"':'~:,:r~ ~:~ .";I.~.-.'r,~.'f"o-:<~ .• ~;:t:\: .. -':';:: '~:-:.I. :;:"'~.:-'~~t:.""': .~.,...::- ... __ ,.)I·IIt ... .I .. r," ,.,. • ..... -'r .• p"".' ........ ~ 

r::an1pula.t10ns. _ City 1s concerned t!:1,at+ eve:l 1~' the-Com:::1issi<>lf adopts"-
••• ~, .. I .""" .. '_<-.I,..,)_';':- ... ,.~ ;::., .. ,' ... " ............... ',., .. ~ - ...... ( .. ~-'.,. ... ~-. ... "-,,': .. ,,,,-.- ....... ,!""'. r:-·._ .. _· .,. r-.-

Mr. Cavagnaro's condition· that "econom!c ':odi:f'iers -on!y-'be re~0g:l1zed ~ ~ 
:;:..:. 'I~ ; - .. ~ }" _. ~ ;>:'..: ,~" .', ~ :~::. r'. ~ ~,~~ ~ ; .. ~:."": ':" ~ :' ~' ".~ .1",-, ,," ,.. ... , ~ ~:~' .... ,,';. r- *' ~"j:.1;:"'} '" _'::- ~,..' .. ~ ,. "',. .. ' • ':-

to of~set ,penalties, the issue o'! converting th'is ... one:;:..·..raj 'stree~ -to' a" 
. /. '"" ....,' .• { "n' .... ' ... .., ,. ,-. ' .. " • ", p .~'. -.-......... ". ,..' - .... ~ .~ ..... - c' ~ ___ - .,'" ,. ,.. . ' 

tWO~·tfa.y ,street 'Will 'be - a- constant···source'·0!"':11t±gation.~1n='tb.e ::;CAC~;:'::·: 
p;o~e~d:1;g~ 'd~al:i~g-~:;iith='th~':'~CF C'~;'putiti~n~~>': .... '.;:~::.~::.:-;-: ~':!': -:::",':~'~":.~:- • 

Ci t:r" hO·tfe~~;·~ -: ha.s-·~very:; baSic~' obj ec~!o;sto-ei the:-' the~ ~ ,': ":. 
"coastdown or speedup proposal". !f these =odi'!1~,r~~.eCt31io;'ed .. in 

,..., .,...,., ..... " .-.:,,-~,.,:~ .. , t#V~,~ ••• ...,_,., ... :.~_"' ... ,_, •. :_, ',._,, __ ,...,..,.. ':"'"': .... "...~, 

the tar1:f':f's, ,. the' door' ·1s···~de ·~open - :f'or-' ga:e" playing:. by "'tb:e'~:;' 

ut1i1~1e~::-: - '!:f' a:~~i~t':i~;' o~~;a:tin=g" at":' 3, ":-ed'uered :ea~e1:t'"i~ .!Q.r. ... :: .. ;:--:, :::.. : 
.,.. -. r. J' •• .., .-1 r. ~. I .. .., """, ,... ,..,., ,.. ,n -, . 1jIIoi. , ... ' .... .., . ~ '";.- '. 

~h3.-:ever~:-·e3.s6n~- ana'l ts"nor:i:t" ~;,el,:·cyele::~!le.s e.~~!ng ~h~l-s=r.~' ':~:< 
- ,., ... , I, a.,.. .. ~.I~.:-.. ~·':-:-._:.: .... ~.''':: .:.ro/: .. ~~::~ .. ~. ,....::, ... ,,: ..... ~ j,'_ ... ,rr .. r;.",- ,:_".",,;, ~'I:"~' _.~.,. "' ...... ,.. ~ ~ ........ ~ .. 

months,. 1-: Will be desig:latea' as"·ope·ra:-:-i=:g' 1'n 'a'co:a.S'tc·ov::-"O!" ''$~eea~p"' ~ 
::lode by~ ;h~ ~tiiity:> ~': so~;'°as;:theL';~i3i'lt:;~i;Sbe:~:OI;e~ateeta~ ~Ul'l'::~:-'~' 

... _ ~,~ ~ ;:. :" _,' :-- ,,",,: "," - '~ ~. ~ ,~. : .. -;- - :- ........ ..... L', '..,'_ • ::... ..... "",. " _ ,." ~ 11" ...... , .. : .... _ "" ..... ~ .......... ,_ "... ~ ~,_',._ • # ~ • 

c,ap,ac1 ty, t~e co~di t-ioi:fs·r·e~ctu:rr·rng· 'th"e-'coastd'o'W'"!l" -or=- '$~eedll:p7, .... ttt~'l);:-ha:·le:: 
.. 'In .. ' ~'-1 "', _ ' ..... I..... r... , r . .. ",. ~ ~ ,~ I,"., .... ,.. ,.. ... , ~~ ••• ' •• ,IIt "... • " _ " ... •• , ... ". ~ ~ _ ..,' .... ~ ". _ ... 

::l1:-a.c~ou.sly-·changea .. ~· - C~ tj' bel'!.eves·'· that "the" 1{O"!"lcl:oad'~ 0:: ~b.:e- ~-,!~:.-':: 

to ~i~i~ re:~ti1~ c'~'rii t~~;/t~is~ ·:s:r;;a.t!.o!is ~..:i:l~ ~~7 ~ii ie-:;'l:arg~~::: ::c~~;.:.:: ~ 
• ~ • ,.,." ............ j'''''' '-, - "-", (' ~ ,'1" ,"'t. ~~. fl'': - ...' ~ '-' ••. '-i" I"-' (' ~.'~ ,.... 4of" I '/ ..... '. ,' ..... _ 

oe.1.ieves tha-: the Co:::fiss'10n has ac.opt'ed·~ an: ·ex~e:e"l,... 'ge'C~us' .'. -- w' __ 

c.eac.'band for 'the ~CF a.:lc. if the Coc.::ission is sincere 1~i-:s stated 
:pu.r:pose of using the ~CF as a.::. allocation c.evice c.es1g~ed to ~airly 
allocate risks" costs, anc. b.ene~i ts bet~tf~n shareholders and 
ra.tepayers, it shou!d reject all a-:te:.:pts to slant th~ga.:::.e in the 
1.1tilit1es' '!avor. 
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2- TCF Cap -
~ .... 

. ,~'.: ;, ::'::: ~-C'i ty,::·;a;gre:e:s:.wt'tA ,;s.t'a.!~.:Y.i -:nesS"r ?.iI;Sifier,,:: ":tha:t;zo: '1CF cap 

be adopted::!or reasons=cited::by=:Mr. ~·,Puls±fer,,,'1:!":Exh:1;bit . .:,:5.1>:.a.n~ ~o.:.:::, 

bees.Use!':the:;Comm:rss1ol'l:\'has:~r&a4y:::'bU1:l;t: i:rto -:the: TCF ~erta;i!%.::::::· -:~::~"~-:' 

~ea.tures that; are de31gned~to!:l:1m1t~.1nvestor30exp03u.::e;~=Ci ty:-s:tates:'::
that 1 t reeogn1zes·/:2.s"~d1d,::tb.e ~C¢mmiss:roi1oil1:-D':~~52::that':~;.:- -: ':<:.~:: 
percel)t1'ons 'of::e1 th'"e:r~·theC need::·fo:r o·r:the':level~/o!:' at· eap;maj"c 'be;:'~·,:, ~:::::' 

:-'e-la ted to:: pe.reept·10ns of::' risk=- stemI:11ng;:trom:: the": opera t:01l8ot.:·the.:-::: :-..: 

deado.'3.nd or the handling of extr:1ns'1.c:: ~.a.c"tors'~':':: C1.t:;.. ther'e,!o-.r_e~= ~ '::- '':'': 
recommends that 1~ the Commission o:pens up the doo!:N...;,allo'W'i::lgg:-3 '.: 

economic codi!1ers the:o. there should be no cap- I!, on::;the~othe~~ 

ha.nd:':'~ tl:.'e: 'Comm,1ss'1 on keeps..: :the:; 0.00 r·": ¢103ed~'and belie:v.es~'tll.a..t. the Tel' 

exposeS: ;the::ttt:1~J:,1~Y; '.t'o ~el"'ea:se.d,:t J:.ev.el:s::; to!., ~:r i:slC ~~ a, :r~p.~~;le:: ,:: :.; -.. : 
c:,..,n::,..t4 .. J7'1A ...... ~b~-·e'o .... e4,d·e .. ed .... ...,.~ .... ".., ..... ~~~ ..... :;: - .... ·'·1 .... -'·.,.. ( ..... /.,1. ,.., ... ~ -',"", ~ .. . >-"'~I"..' 'f':"':" .-- .. ,.-.-.... J:' ... -0 ...... .,- '" - ......... ... • v •• ~ .. - ,.'~. .., ~ •••..•.• ,-, -' -' •• ~ ~'~ •. " ,? _I: ., ..... r :,1 ,;, _ ,.;,,,.- .. ' ,.) 

: .. ~ _~ :: ~CF:~d~~:KEFt:. j~r:. • ::. '~ .. .!'.> _ -: c ~ :,,:.;"'.:: .~ .. ~: ~ :_":~,.~ J ~.~ r~r~~. ",~,f~ ;: II,. .~~ -~.... ...;,... ,.: f· ..... I'" , ,.,- __ - _~ ....... ... .... 'IJ .. ~~ .., ........ .. .... 

. ~:' -- :::::;,.::':: C1:ty-: ~a:tates:·,tb.a.'t.-:; 1.t:: d1.s:ag~ees· vi:th.:·Ed'iso:J::~ s~o>j:!'lte:r~a..'t:f..o.:;·v~ 

tha t-:tb.e: -TCP") re:wa:r'd'; ::O:r: '~:pe'nal,"ty- s;pplles;;. :,on:t7 :.t~ ::tho:S:e:-~~s:t:'S',:not . -: :.:-:- ~_:. ':;: 

subj ect to-::the-: ~A..e.'""R,:~. ~ Ci~~a:rg".l.es,:,"tlla.'t: ~a..."g::a.ge,":1.~',-D-~~8'3-cs..;O.O,1: :a.k.e:s; -: ::' 
i-e .:-abs~1.1.it-e-"li:~c-r~a:r: :~na:t::~3· XCF: -',Penal ~y.:·:or '=ewa-rd.·~ ..n~t~::.g' to <!o 

wi tb;l :the:: ;s;p;:, :a:nc:: :=t;ha.t.: ~he're: i·s;~:a.:1:" :ace i~i·onal.::e:wa.:r.&:;or:: ~e-na-J.::'y ,W'he!l.': _ ::: 

:Pe:'!o:':m:anc~·::'faJ;,l'$· o.u:ts±:d:'.e~ :o:!: the:: ~C::-ea.d..ba:nd::.::~': '.:~' ~ ': :::-::.::, ~ :':: "}:::";. "'~ ~. '~:, ~1::.:· 

4 ;'::~ TCF.~,.3.n;dc :Re·a;so .... ..:a.bJ:&n:ess· ~ev:1>ewi .C' ~ .' K. ". '" •• -' ", - " ," •• ,' - - ~ -- ". ~~'., .... ... ... ..,. ~ .. ' .. " .. , '..,.- ~-' ..... '¢<:.'_ .... .. ,'- .... -- ... ' .. ,. ....... 

. ::':' C1·ty.! =a;:gr;ee~ ... 4th: :the-: .• ~ :,:hat:ex~:Pt:1.9.!l:'.0~~ :S.9N.GS. ~::~M'3.<,:: :: 

re3.30\{a.'bl:enm: ~:,ev'i.ew~(.·1·'! :O::t:lerat:to:I' :is' .. oU"tside,'.t!:e>:d.:ea.c.b.ar..c.~',:,:~i:-s: ::~:;~: 7'~:-: 

compl:e:*l:Y~ =1"11:o-gica:t .:,~~"ty.: ~gr.;ee:S:.:or-~ :-.c. t;teS$~ ::C.ay~ag:lar.o :'.t:h;a~ .:t:he: • : :
C 0CI:l. i s s:rO:ri.·1las )no·t- :a:nc. (g'b:oad~."n.O t: ::~ :p.t:, a: $. ta:nd:a=e -..r,l::1~ ;:$.'J;b$;t i;::~.,e:sj; 
t-d-r" a':'r eai6na~J;.e.:::e as:::-r eT,,:ev. "a:d:. wlrl. eh; .'YO ul~· ~~:::d: :Ed.:1.~o:n :;!'9'~~ ~n.. :'.:,. ::' r~-.: 

,,~~- ~ .. ...:' 
__ ...... to., .. I,.t' Z'Z f· ... _r~ 
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5. Sel?arate Com'CB.!lY TCF Caleula.tio~s ::: r:' ~:: -: • 
:- .:~. ~:::: Ci"ty ~bel1.ev.ea: ~th:a.t: O:l: ::i~S" ~ee-.·.3c;i30: '.:S :;;p~~posa..l.::to modi~y 

the :1!CF proee~J.re: to;·:aJ.low-:sepa:ate . compa:ny~.calcula~.ion ot: ca:pa~1. ~y .):' 
factor appears '."to:be !.aJ:'r ca.:ld =e:as¢·~bl-e .• : .:::Eo:w:~ve::r: , :::C:1 t,; cis {:,~onc~~:led:' 

tha.tt1n~the~ implementation,,: o!:the .:.:proposa.l;thet:~.:.:na1 be.~ t~~:::- :;:~':,:,::- Dr;':: 

o:p:portu.:l.i ty..::a::.d ~~1,.b.Utt:r. ~of..:tb.e- .::wt;Ui t.i"es ~ ~:nanip~a~in~: ~~e :-;: t :.:~:- t 

computation::·of'::::the::·, '!C?.: ''<Bet'or.e:--the CO:u:l.1sa;1o~ ad<>p.~.::~h~~ ~!?;~~.~~~-: ,::,:.: 
1 t should'::ase~r.e;·.1t~el!:::tha.t-:th~::concept:~ca.:l!lO~ 'b~~ma.::1pul~t~~ ::,,~~;t~,,: 

detr1mell:tc"of': the ut11'1 t1.es~ C:l"a..t'epaye.rs·.::- /. ':: ';::: ;::.:::.': ;'::£,:: ~,::=- -::. ':::':L::' .~;;:::-.:: 
E. Sta.t'!!'S;;:,Posi'tfo!l.o,::':", ,..~'- - .. ~'-' .. -,..., .. i:-·····~ .. ···.P.: •.. ~ .... ~.'. -,.~'- , .• ~~ •... --,..-,.,-. 

... "'.~'v ""; .......... _I-~~ ..... " .. _ "'~ .... ,_.,.I ....... " .... _ ..... ••• ,y _ .... .............. "."" .................... 1 .......... ,..) ... );:_ 

.;~~: ,:<:~. s.ta!!~~allege3 :th.a.t;;·Ediso:l·~ s,:tS25.;:cil~.io~ .~CFs~al'::p:ro~~~~:,.:-:~-,.>-: 

whe:r: ·appYr--e-d'.1'to::· SONGS 2: &: '3.,': 'based': ·upo~; ·~t ~!>"~a..c.~e-;l~\ ~f~e48 : ::: :: ':. 
costs, is eq~ valent to the C':lr:-e:lt 50 percent. shar.ehold~';, .. ,ob-l:1::ga:t1~!:l: 
at a.bout the 45 :percent capacity !aeto:- level. ?O!?:O:l.b:u.:lit: 1 t .. 1.s 
equv.al:e-:rt;.to-.the: sha.r.ello~ders ':~<>b-l1.ga:tio:l~ a.t:::_t:he::3:5!~;pe~.n:t ca~ac1 "ty 

factor .. tS't:a:...~ 's.tat:e:s': :tha."'t 'Eduo!l" .dcre.s-=, ::o:t:.'\l::l~:eI'S~a:l~ .. ,·,or. eo-.xld·,.not;.·. ,.-
,. ,..... '" .... ..... .... , ..... ~ •• ".a • Ijo 

b"'i""D'·:.1:tse'·4"- 't'o-represe""t"; t.b:e'" .ra"ep!O~e-rs·'''' "'"'e::"S:'Ce'c""ive-= 0:)';, ,r"'C":l,~· - ~ ... 'e' ... • '---0". - .,\.'. . '" v. ~ 11,.."-:. l:' 411> .~ ••• ttI ........ _ ~ .... .... " 'I __ ' ~ ~ .... ,~ 

:;,;: :::' ~:.:: St::i11.arl-y;:; ~s.~ ·clla....-:aet-erlz:e:s: $D:G&E~';'S~:p::o~d,. ~e.a..p; }>.!";. ~-:6~. . ~ 

:n1l110:l t:or:>each: U!li:t~.'WO':l.lds!l1ea:l..'. tha.tr:.'the~ TC-F::.,-..r.i~··.;::.-ot::a.:pl>l);,. "o:e:-l:o~::: .:. 'f." 

the 48.7 percent capacity- fadto!"":"::-'~ SDG&:E' <!e:ter.:li-:e,d,: -::h;a'%)::th~~.a.p: :': '~.:~ 
$ho~d be triggered 'by eve:lts hav.:.i:;;g:a~ 10~·per.c:e:t:i::p:-:O:Cab-1:1i:~ of. ~ 
'oecurr:r:ig':~ :"Wh1=eh: ~woilU.~ :'be: :a.t :a~ .-;;; ·.per:ce:l~::ca~a.ei ":';t. <~:a:~o,~.;:, The 
re:place~n.t: ~l.':' ::eos.'t:::w-az· _the!l: d.e.te-r.m±:led .. ~t:O ':"o~ .S9: .. 2.1· .. ·':mil:l:1::on.. .. ..::::-Ae;.:~./: 
S9. f~·-6'illTon ~wa:s:::r·ed~c~d;:I;by .s4.;-;~ .m'illi:o:t:,.;:"oe.~use *t~~S:h-a'r.:e.ho:l:d~3'~~a::~ 
al:~ea.d'Y- =~ed;; ~to .. that·:-lev.el: o~::=1-sk ::.l!l~e::..' :t·h:e :)ZE..::;A c~~~rt.l:;.~r.; ,': :..::.::.:

reduct:fo:l: :0'£ ;S2~":2:'::c.in:1"¢,n: Wa.3. c:ade .. to.- e~"1mi~te; ~h.e:-::r-i.sk~>.ad:e.::e:d:,-:tO; ~~ 

AER d u.e to the i!lcrease i!l the AZR cap .. ..ri th. -:he add i t.1-:O:!l: ;:'¢.!:SON~ ,,;2: = ~ 
to rate case, leavi~g a $2.6 ~11l1on balance. Staf'! a~g~es that 
there is !lO gro-.md. 'tor -:he origi:.ua.l $9 .. 1' m.illion because SDG&E's 
wit!less had to ass~ethat the ~~ and TCF o~era.ted si:ilarly.. Sta!! 
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had; :t~:" asstlme:,: t1la~' the A.I:.~and~ !C?: ol'e:,a..t.e<!.~ s1mUarly:. ,::S.:t~:! sta::es 

tha.t.:the~"AER::;1s~;st.r1etly an :1;neent1v.e !o~ ~.ut.111:ty~e!f.1c1:~ncy, :;c<,::~··:-:::::.:. 

wher:eas:~ ·th.~:~CF:: was:' :desi1:gi'l:ed::· ma.~y:: as~: 3.:' r1.sk' all~a..ti:oll.cdev1c~ .• ~ ':.:::. (~ 
::' -:;," :::':.:.::-::: S:ta.!!.":sta.te$:·thatc it,::';i3.s~ the:only-,'par:ty to":'an.a.lyze. whe~he:,~~:. 

a cap "Oeyon~": ~th"e 50-;:0," 'sh'aring: .:shouJ:d:: b~ ,place.d.:,on:~:u..t1.lJ, t·Y,''':-.ex~$U.~e:. :.:: 

resul:t 1·n;g: 'f,r"o~ :tlie:: adop:ted~' TCF::' pe:~ o'rm.a.nce:;; standa:-d;.;; s~ n:t:les.:S=:,:· 

T. ?c,J;si·!'.e:r~ ·a.ne.r-iied~ 'th'e:' :expostc:-e~;;o!' :Ed1.,$:on;: and:, ,SDG&E:.~ s :s.:to.ek;:a.nd-:':::,;" ,:; 

bondholders ·tmd.e.r~·'·th:e:" ~C?:: 'E:e:-: exam.'1ne'd;;.the:::ef'!ee1:.~of'!.~.the~.!rCF:,o.n.;~h:e.:: . .: 
cost of equity capital by cons1de:-1ng the it:1pact. :ofJ:J'Al"'iop.s:.~.~:tY.::::: 

fac)to.rs;·:on (the~~re:t"u:-n ;on .e.quitY .S':~; !'.o.und ;th;a..t::!.o~· :Ed:r.s:cm::;2 a 20 

pe r;en t"::ca~aeitY w;;ciu1.~· ~jr:odue.e~.;8o ":1~) -bas:ts::: :po1'l:::l? :pr:e..:tax: ~.c.-e.e r.e:a~,e-) :~: :: 
th.e ret"J.rn. on. eq':1i -=3' !or- ~n.e ~1:n1~::a.nd-: ;a;:-:24-:;::.:b~!poi.n:t:::· ,:e:ecr.ea::s:e,:,-~or 2 

both units at 20 percent capacity factor. :;:":"::·':·':::'::l~;),~·~ "~:=:;~.:;-::': • .;.. 

~. • :" :.::.: '::~O:r7 SDGti£: :th'e :re$~·~ ;a;r:e7 s:fl:1:1'1:a.r,~:: 'the.0;pr.:e-tax;~pact on 

:-efun ~~or·::eqili~ti;.i'o¥ ~a :20 :.pe:re:e:n;~:ca;p·.a;e;i"tY-··::!ac:to'r:'~o::-~:;tb.e;r,- p'la.:l~,:,·: 

·,{oUld~~d:ec.rea:s.e·· e~rnfn-gs ~:·':'1.5'4,,:~S' .. "P:Ot!l.-::S ".and-:~or bOtli' pl:e:r:..' -: ~::,<~, 
operating-at' ":2'0 ~pe:rc:e·n.t ::ea;pa.e:t:ty.: 3.:-2;;}. :-1)3.3':1;'3. -:pOjn.t~ d.e:c;-ease .:.<:.-:~ :.:.:: ,'): 

wi tnes's :'~rtb:e:r :':te$~..;:tted;:.-that :~,: ,'the-: :::ag:d:'t.-::C:e;, ~f: =t'he-: c:::e~llle:e::~:t~ 

fuel :66 it S:::o"b'l tgat f-O:n ·Z3 "la'r'ge ~oi.,;.e:a.lIa;cfty: !3;etO':S:~O~ ';.20:,~to::O ;: -::; :.=.~~:: 
perC:ent;;: cine ::t>r~-:;l~t:r: ':.o~ e.~eoc'te.:ri.:.g·::such::pena::l tie.'S·~ ~:::ve::::r lo.·'{..,.: ': 

ea!":l.fn'gs' i:s' ;.e:~"t'e:r·:f:t:led~ ~n:O't~ ·:Only: :'byrt-b:e: ~~c?:- :.b·~ 'b-y: !;th.ee: r.J.3P:. :'e~"! e:c:~S') ;'33'; 'C. 

weiJ: :<. ':Gai::ls ,;'£n'·t!ie' AZR '::iay.;·:t):f'fs'et· ·r:J:oss·es .::o~ '::~he' ,=1C~~ sot.~· d,.e:s~1~ 
ea-::as'tro!>'hi'-c:(."!ow eapae:1,'~y {~~aeto.rs:;' tb;e: ·:sh:a:rehoUe~.s: ~ay.:..1:::a.v.e. '.,3.~::':: ;:'':;': 

11:::11 tec.~l±a.oility:··;:'"":'Sta:!:f' ':'~rth€'r ealic'tCated ':the;.:e!.!eet' of.;:the:.::::-.:. :,':::' 
va.rious ea;~e:1tY' '·:~a:et¢.:::- :pe:::a;l."ti~:s '·:tlP0l:l: -:::pr,.e-~·'~i:l.te,:e~" c:<>Y.e-....ages •. ::,::-::. . 

Sta:t~ !ou:c.c.::.~or Ed1'son ~::a::::a~ze=o capae1"ty !aeto:::;":!<>::' SONGS ... , ".(~uld,' .. . ".. -::. -" ...... ~ "'.~ '\, 

lo·",er the. 1984 ~orecastec. interest coverage."oj; -:O'.:1:5~..<:'t~:; ;:74.x~,a:l~~,:!¢:.~ 

SDG&E it would lowe::- 198; reco:-c:ed inte:-est coverage byO. ~ 8x to 
,; , 

;.52x. ~he$e figures are above the ind~t:-y averagis for AA a:~ A 

rated utilities • 
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:::~; .~ ::, :-:-; ,:. 'Stat! ' c'onel::ldes:: tha:tt 'the:', Tt:F: d.o:e,s ,:c:.o,t ,pr~d:.uc . .e: ~,~"p~l~.;::.~: 

increases, in:"':the<:cost ',~o!' .:ca.pital: and :-there is no~'reason:::to:::adop:t: 3.; ~;:::-

, TCF ca.p;~: ·.'Sta.t't~: a.rgo.eSD th.a.t-: th~:.coal?ani:es~-·v.i~~: ,:tlle:.~C~~~~~ ~8.ll.~!.::'''': 

incent1 ve procedure;: ":E:owever~;: ~CF;:" 1s_::,uot~ onl~ a:l.-:., i:lee~::t1:J'e2; l'roeed'lll"e 

but': ?r'1maril:r~ .a: ·r1sk': alloea..tion:' pro6edu~ • ..: ~ l1o:re',oY~:i ,s:h~u:ld:. -.~ :;:.:.; -=- ~-, 

Comm:1ss1on a.a.op,t the-:va:iottS:, ::2.odiii'ca.tious:- to'2' tJ;e;:,.~CF::'Su:PPOl"t~.d2' :Oy.~' :;, ':-: 
S ta.!t~~:': ·sue~ as :eeo.uom1c> :JlOe.:1~,e:"3 "and:, 'tAe::~~end:~.:. ~:C?: ..pe:r1¢::,; :~.h:e: .:: 
11kelihooc.::;:Of':·,ther:compar.'~es:~ ::sU!f:er.in:g:; .. ~ pe~ty,~n~l16~'i:;-; ": ~'':-;:;~:~>:-::: 

::;:: .:, St.a:tt.: .ant1e'i;?at,eQ. .tha:t'.: SONGS. -;.; Yf.1:11 :~ :s~b-j~~:~ ;;t:h~,::~~,.:;·;: 

J?r'o¢ea:ure~ :when:,;i.-;;":'b'e:com~,~pe,r:a.:t:io,nal. .(and~,.:..~~1:;~y .,~~~~p~~ :~~,":, ":'::. 

1 ts::'::-eeommenda. ti'o~'~C:~e'¢.~oth6 :SON~,s..:;2 &~ 8--: C~ ~ ';:::-.2:.::,:~, ,~:. :: -:.:.::. ':. -:: . ':',-:: ~ 

2. Economic Modi~1~rs .":':':":.~,:~ ·.~:-':'8-'-'::.0'.:-. =~,::':::"::~c:.:::: :':; ~:-~::;.; ;!;,:",;:;:' 

',:: ;;:: ,:·::.s:t~ .. wi-:tness: Ca.vagr.,ar,O:, t:es:t1:!:i.e.~·,':i-n ,:r:-e:s~_e~ ~r.,Ed1$on' s 

req;u§~ ~·:'a:d:o·IJt (.C.er:ta:±n:·:ec~'tl;omi:c: 1=1od'11:i:e:::~ :i::-. J."c~~~'t::~~, .~~l:.~ :;c:aP'3;~~ t:r: 
factor und~::: ~?...:~ -:'1i~ne$s ;;Ca-v.a:g:'..a.::o:::con;e:l'U.d~::t..ha~ .. ).~!:, th~~~r:u::1!~~:C- • 

consfcr~red ":the''':~CF' a:s:~ ::::-1sk.:shar::rng t:l:ee":;a"'~i:s::l,: .,,:th~r..:th.~e'.si~,:-: ~:' .:.': -:<": - - , 

j:U's.t'1~·e3.~ton.: ~or;'llot.:±!l.el~.ld:in.g' :exe:e:;r.....ions--: :o:t; ,;a.l:l.o-..-.1.!l:g -::::li~-::1:Bat1;:lg:: -: ; .... 

fa.ctors :to :"enter:::in.to<~-:he', tC?::!o-::mula;: ,Eowever, -i·t ... the -CO=i,ss1on., - ". 
.. ,k • ..,. ... + I ~." .... ~ ..... __ "" _ ,'"fI*... ~ ...... .., _.,' _ ... 

vie,".IS the' '.TeE': as).3;· .. per.!~r::a.."lee.:.:i:leen-tj.:v:e-:,;. then.::s,~,!:!;i:e:~a.c;t:i-ons,::t~ '";:.~ 

enhance~':.ecO:n.om:ie ;:e!~iej;eney. :sc:oil:l:c. -:"o-e: :r.ec:ogn1.z:ed·.,'1!?(:~~' 'J;,9.:?- !~ 

econol:r±c,·:oe.r-!:1~r:S-::a!"e:: to.: :be:~allOV,ed·:th~~ 'wi tZl-ess·",:-eooJ:U:l,-ended tlat ,--- ", 
\ _ • ~ .. '-" • •• ~ .. , .. #0 ... • ~........ '.+' ",._, ••• ' .... 

th'ey. :'b-e .:tse'd to, o~set- ;';:?e:::!a.l t'i.e:s. ::.and- e~:b;e: ·;:s::.l~p:O.:r~~~ 1?3: ~~;~a.;~!~::"e~~::~~, 
and i:' .. d iv 1d 'U2:lly ::j U$:";:i~!:~" -.i-:l~ ::eaeh- cas:e;.;-: ::e \!·u::,t'!l:e-;:., x:Et~=e;.:'~3 ~ -;b.a.::, ~ 
the util-fties 'be':·::eq;ui'r.'ee.1.,to,;,'s:uo::11·t de~ai'l~ ·:::,.e,po:-ts .. :r~~~~~g!::.;-,:: ~::~.::. 

oppor:t=1:t·!;es -:-0: .::ake:.eC'o::;ol:ty.:::e~g:r ::pu:chase:s -::'il.he:~he~,~"¢:l:;:cn¢;t -:.hel~ "';.~,',.' . . -'. ~-

plants' O:pe.rate wft.h!n :-the' d:e'a~"oa::d 0:: ':'aet".:.al:!i r.ed:i:oe, ou.t,tl:t;;to ~.a::ce:; 
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... .',\ "'.- ,.."' ..... , ""f(' • ",," ',.. ... , f ':"'" 'L" _ r' .... ~ ..... -

~e staff wi t:ess felt -tJl;a.t=base.d::...on:.."the: ... ·h'fs1:.~_o:!:: SONGS 1 
,- ....... :- ___ .·""'·r~' .. ·.;: ___ ,~~, _ \ ..... ,.1.. ...... .,,.,., ... _,,", .:_ ... '.·_'~1·~ ............. ~· ......... _,_-:; .. 

the second" mo'<l"1fier, ~ where'J pover~ level-sw a:-e'"' :-edue'e~:~'t;o extend plant 
-.I'..,',-,·.~., .. " ... i .... '":,.~;001~ .,....~" ........ r;~ ...... ",.... -..;r ~,."f#" .... ~ ............. - .. ··, .... · ... '~·.~I~_ .... .... 'r_.- ,,-..... n,·_ ... _ .. _ ,"~'_< .. ~. ~"'o:'""' 

operat'!'on thro"ugh"st1lli.m.'e,r '~'a1(,er£oo"s"are"1n~req~etrt'-and~ d-o not- :.J,., : ' •• 
r'. " • ,.. .. (~ -. ;~' '"'. ~ ~- ,.. _ ~" r'. ''', ,.., I'" r ." r- ... ,. ~..... '- .- " . ,''''' ~ ""I ~ ... ".. ,.. ,,:", .......:. _ ,...., .• ".. ., .. _ r" ~ ~ r .• 

indica:te~ 'the- ueed' 'tor'" a,- 'I:1'od't~1"ea:tj:on- of' 'the~ -1CF~ standard-.... · ... 'E:owever b:e-
4 .. "., ... /,(._ -~r'-r.~~~'"~~"",:""""",,._ ,.. ~:., ... _, ... j' ....... • "' ............ ~, ~ .... ~ _ ........ _. _ '~"''' ~"",' ~ .. ,.~ ~ 

d.id :lot' 'otter' "oo'je'c't'1on's ··to~--the Commi'ss±on "S' r.eeogn1z!~g e¢e.:S't<r<)W:l'S'~:-:; 
.. ,. ..... ~ . ; ...... ' ... . ... ... c ~ . ~.,... ..... ~ ~, ~ .... f' _.. ..'" • r". , ,.. ,. .... ,. .. '¥", ",J ,'" - .. 

in 'pl"3ll't'output- "to· ·ertend-"the-"~~l:"~C7~l-e:: 3.3:':3:= :~!t'1!'¢lIn~ ta.C'to:r-'1'~ ;t:~ 
was used. ';~ni'y·~cr-:ot!'se"'t':.pen'8l~'£es ~~and :if.:'tliey~a.re: sU:ppor:ted~":'b':r-:: ~..: :- ~ 
detafJ:ed'Tecoids:~a.ri.o.;'=jUiti~fed~';:!:i= eaeh-:ease:;"2=E'e: a:l'scrl:-em.pllasr.ze~'~t1iat: 
an;:'ae'i'ioz1S :;t~~:i ~:tO::-ertelicl the: tu'e-1=~eycl~ ::'l"&ru!-re:'7c¢mp:reb.e%iS'iv.el ,~.": :,:: 
economic analysis not only of the utility's own capacity "~~~::,~;::::",:,~ ::-::: 

....,. " ~: ,- ............. ~. ~ . - ~, ~ . ....,... ,.. ...... \,.. ~ 

requirer:tents~ but also ot those o'! other' '1lt1.-l!:t!:e.S.;:~th~-.3:ta:~.· _. Ee 
r~"'~- .,...~ ~".'''''''-''' ........ ' .... ·.w. ,'_ .• , ". ...... , ... : ..... --:' ::. ...... ,.-. ..... " ;',.~"" .... >r.~:..., '.~ .. ~""'("'o ~~", .. , .. _.,. 

also ·'rec,o=~nds·""th:.a;t' wb:enever-the··llttli"'ti'es -eoXlsi'd:e~··ext-en:d.=ing the 
";:r;: i~ '-1 f'Ol...... ,.. ,J (~ ... -. r,": -"",', -". .... ,.- " _ ,",,', .r ",,' ,.,. ...... ," ~,.."" ~. "" -,.. .,. _'. " _I' _ 

fuel cycle" 8.n:d . ma.kes~ -the -a:p,ropr1a te -econom!:c '':a:ia.:t;-s1:s'; tne::ut111 tI'«4 
""" .... - .. !,. .. ",~,::, .......... ~' ... ...,., ..... '· ... N~ ..... :,"" ... -. ..... ,.. ""j"'" .......... ~ .. '," .. '.~I' ,...,.. .... '" 

should send - cop:tes '·of ·'the' -anaJ:'ys'1's' to ,·the'-St~f;~ th'1'-:r"1"5,·cdajs "a:!te~'~ 
.. '1"'_,: ... ~ ..... ·',"".I"""C''''" .",.,1- ... ~" ,.: ... ,. .. " ." ~' .... , ~ .... ,.. ' ..... "" ~ _,.~ ,../_ .,_ ... '_ ',' ~ .... or r.' ... ',.----

:i c.ec1sio'n ha.s' "'oee'n"made';-:-egardless" o~':".-"hethe%" the.!';~til!'ty--dee:!:e.e3-'::' 
,", , •• : "". ... •. ', _r- ... , ." r., ' ~.. -, '" ...... ,'" --. . ,', • , _ _ _ ... ...,. .,.. .. _ ; .. , __ . '. ,r"" . ,. " .J .... ,~ .... t ' ~ _ .. 

to red uc e o 11t:pU t ; .... "~'I:l aa:d1 t'1 on ,: ·'the ~ rti1'i"ty ~'sho".lle: "'be ·.=Teq:c:i red to'd' ... -
'."~":' r:~"ro:-, :",jilol"~ '.",:," , , ......... , .... ,,.:._ ...... ,.... ...... ~.I"'" _ • .1<,.. . , ... __ 

fu.r·:J.ish~ thEf' s't'at!" vi th~"a" f-:.lI-aceoUnt o~ a!l:':s,ct"io:ls:'taken as': a,~; .:. :::::,: 
,., . , ...... (-II"; ~ ~', .. ,' __ ~,'"'\ ,.,..... '.~, '1 ~" • I" ~ ....... , ........ ~ """.., ..... "'" .... ,'~ l' ,':" /''' _ """ -.., .,.. _... ,.. ......, • _. 

result o!"'!. ts decision -to "::extend--the '~e-! 'c;ycJ:e-~J ~Wh'fJ:e"'~eY~s~'a:!'!";:' ~'.'.;' 

does not oppose ado,t10n of ~!le t· .... o econom1¢.~;x:odi~iersJ;-,.,·:tt does':':;' ,::, --,' 
oppose:the gr:ant£rig~o!'=a:='bii~kei:'eco'ri'omf¢' ~o'e:£ff;r::::.s,:·::; 'j::: 

I •• -...: ..... , .. - _ ;,I' .... ~ . .f ... .i.~" .... -:; .... "'. ~:",." r- _ ' ......... "'I"' 1". " ........... ,: • ~ ............. ,., ,.' ',_ 

"'-'-" St~!,'coun$el'·::el"J.etantly~su."o:-ts t'ne-use (y! econom'ic ,::~: 
_ ... J .... ... _ ..... .-_.,.. ... ,-•••• "1 •• ,. ... '_1 "',,_. _ .... "I'~_, ....... oA,!",>\ _ ... ,. ... 'f.·""....,,... .• .............. -1.\"':_.17 .... : , .... (;..,#0 ...... " 

.modi~ie:-$. '" -S:tnce 'the ,·tl"ti:tit1es -al:reac:y have -the· ''O'bl-tgati'on AO!" - ,- ... . 
j' ..... "" _ .• ' .....,.~.... ..... .... ... 1*', - r .. .. / .,.., . .:, """ r- ,.t :... ,.. I' ~ \' _' "'" ... ~ " _ ... ,.' ... "'" ... ,. ,.:.. " ,. I J'" 

p'roviding'tlle l'east~ 'cost' en'erOY~'to-'ratepaj"e:-s-; the .. ..."t11it:t-es '1:1-: _. ~;~:: 
I~"'-"~'"'·'''''_#'.''''' (:!" .... ~ l.ra ...... l ... 'r".";~ ....... ",",,,,, .. _ •• ~.,...,. ... , .... _,.... ' ..... , ~- .... ~ .... : ............ ,_., .. : .... : .. ~ .. . 

theo:-y"would -'!lave' to ::lake "'adj~t:nents·-1'n.-'·SONGS H2'""&' ':;':"'gene:-a:tion ,,'to' .. .. 

maximize ~~on:o~y: ;ne;~:' PU1-ehas'es:: and ~o~-:proiiic.e-~$~!icGien~~ ee·:-s:r=-::
!o:'-: s=er7" peik~" c.ec.a.nd >-:.:: Stai'!:-cocsei ar ~e~f~tc.:at °the,:3~C? f~·"'.:' ~ :: ~ ~ ::: 

::", " . f' .'. • ,', ..... - ..... ~, , ...... - .. ' - - ,'" ... " po' I" ".i' '" ,~ _, .'.~ I "',. ,.' r'" .... 

priI:l~ily~ a' r1sk-$hati:J.·g~ deviee-'rather,'than'·'a,n"'!neentive,;.;:ror'" ': ... :::-; .. , 
~' "'" .i~ .' .. i ........ ,.. _.,..... .J, ~.... " .... II - • ~r." '_... ¥ ....... _. ), _ _ ,....... ',' ,.. .... 1 _ '. f' . '" ,_ ~ ~ '. . 

pe:-"!o!':anc-e-.;- -The'-W'1de d-ea.c.'ba....,;d'~a1:"eac:y ·i'ns~ates~.'the"u·t±:fties··!:-oo;' 

s~bit'a:dt1:a.i riik': Whi ell,'! s':': bone': b'Y: ':-ateP3"e':-s''; -: ~ ;S"t~~ :Couns/~J. :::1-s ::;.: :', :-
~ ~ t· .. • .... ..~' - . ~ ~ - I ... t.'" r ......, , ...... I r"',#to' - I&. - - ~ """ __ ... '~'I '">r ,.~ _ .... "'" ~ "...... ..... ~ .... : _ ~. reo. "..,.",....: ... 

eoncerned --b"eeause the .. ~t!:;1 ties "'!lave de::tonst:-ated. .... a:-re:pt:.g."i.a.."lce'·to-- ',~'-, 

risk-sharing and ~ay ::anipulate the economic Illoc.1!iersto avoid 
penalties. Sta.!! counsel :-eeol:l:lends that the Co:ncission allow the 
limited economic moc.i!!.ers only i! a cap is not adopted • 
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.•••• C' •. - > S:t~! charac:ter.iz.es r tl::.e,~,a'pp11.e.3.:l.:ts,.~ _,re.eoc:e:.4a..-:.1,o:lc. '::l:.at. the . 

... ~,~'~~. ""';.f>, .. \w.~ wi ... __ .... _, ..... , .. ,,~~.,J \~_,,, .... ,.,(' J.'.~ .• 1"' ......... ....... _ ...... _.-:'-"- __ ~·.~w¥..;.'_ ,~.-+ .. 

~C? ser.v~:~: r~.pl~~_. ~~~Y=: :;~~.o~~~he?:::~.~: t;:~~~~: ~.o!.::..E9~~,!c~~~:- ~?!:~7-:~?: .~ 
for .any,;, .~~a.pae i ty. ~a.e.tort;" out.si.de·.~ ,o~'" ,the ~ .deadb.2.!ld .. 3.S_ .pre'po.s~e~"ou.s •• ,." ; .. ~ 
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Staf.f. -ad:i:t.s. that ·.1.t . ..I:l3.y: c~Ld.it:1e~.:t;. -:0: .,do ... a .::e.as.o.:l3.c.le!'!oe.s.s re_view .. 
• ' I ....... _._ ...... , ... _ ...... ~ ... ~ __ ..... _ .. ~ ......... ,,..~ __ ... _v .. ,,1 •• ' .... "'. 'w'\. ~,.~..,/ ........ 1'-4 r...r..) ~''''' "'0 '101,:;,'''4 ... .:.; 

of SON'Gs..·2-- &. -i. .and~ . .ev.en.. 1:lore~ d.i~1.eul:t..·to .. $how .. ~.pi~:le:r;~how.e~~r:: . ... • ,.. ~ ... ~ ...... .. 'r • .. ~ ..... 1,,:, ....... _..- ~ \..-.. _ ' .. '..,"" __ .:. __ .".' ... ,,- .. ~,...,. ... ". ...... ..,; ..,.". ...... .,~..; '"" ..... ~' ... ,... ~ ..... 

it is ou::t;ra.&~U3 .. :.:t.~: augge~:t·:;-:~t ,~.:~~~;e :;:z:.~~~?~~l~!?,:~~:,r~~j.~~::b,.ie ;,<::;.::;~~r~· 
aba.:ldo.:1~: ~as: cl~ng'r ~3.3:-. r.3.-.te 'p.ay.f1.r:.s ~;.e.> ::~qu...1:r ... e.:.d~~, :P3:.'1-: :.50-:,: i;P~e...;c:~? -;-:;~,:,.-:" '.c, :; 

more of· ..:t)l:e, .,,;re-'p"l:a.e;emen~ ::tuel ·e:lC~nses. '!o.r. e.apaei;t:y: -.!'ae:t.ol:s .,b,elo~ t"' the, r. 
... ,. -"'" ." ..... --,. .... ' _ ....... -,. .. ~ .. _~ ..... 1rI .... ....... .,.,'>1 ' ....... .1_.., .." ............... ""' •. 
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" .' - v:" ~S~~( ,.a:gu.ea .. :tha:t .. ,.Ed.i.son. . 3.!ld: ~SDG&B. ~a.I:.e. si::ply, ;;,ask1;o.g r; the _ ~". 
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C:omm1~i~n,:.~o <?l;~~~~::f~s:;~~~c~~o~~,(~~~~o~::~!r~~~i~:::{~,~t~~!:1e~~~::,~;.,,~~ 
a.:1d ~!C.F :,estab-lished. i!l .. ..D .• ,8;-Q9-.007~ a.."'l.d, .. co.nt1 :'tled -.. by •. ,aes~l1:."t1,Oll." :. ~ .. ~ 10" 
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1:lte!l:t was ,amb,1.g..lou.s ,is ... sit:t.:plY;!l.ot .. t,::::u.e -, _ ·.S-:a!! a.rglles. ::tha. t the ~ . _ ._ 
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Commis,sion ~x.pl1ei;tlY'",s:tated ·i:l. D .. 8)-09-001·~ -::a:t_ 'the~_.AER_ an~. ~~p ,. ~!~." 
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separs.te~-procedU::'es', 3.!ld· ... bte::tiol13.lly: .... des1~ed",the. 'XC? as .:.a:J.1" _ ", " .. _ 
, ........ I _.,.J _ ~ •• ,_ ~ _ ..... ,. .. ...... ....- ... """ _ __ _ _ ' ••• ,.", .1 ... " .• 1 .......... ' ..... • ... ' _ .... po ......... li!tl \.., tI.' -. _. ' • ./ 0 .. "" ...... ,~. ~:, .. 

a.dditional rewa.rd~"o-r·.pel:lalt:7:"'~"',''', r"·'· t·,~'- .;,,.. "'~'--~'" r.~.~.,...-,., -~~ " .• : ,. _.roJ"_ ... ~ ...... _ ... .., ...... __ .... )~'-' ...... """ .,,~, ....... _I,o ... ~._..:. ... ~j; .. \,1~,' .... w "'~~ • . : .• ~:) . .J""' 

The sta.!! ... !u.rthe:. a.:g'l!e.s ~:tAat,.:th~",,~.co.=iS$!.O:,_wa3-also,- aware 
. - ... - ... - ••. '''' ... - ....... • ... ~ ... ~' -... .~ , ............ ....,......... __ _...t ~ ...... '" _ ..., " ..... , .... "" .. : "".'" :) ...... ,; , .. _ . .,J 

that there~is a:l overlap or .. do:.ble~eo\t:l.::t;l!'1g~ o~ .. A3R~be:l.e~i:ts a:.d . -
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burde!'1s,..i,! ,..the .•. ~CF ,..:a~pl1e$.,.t.o- tOO'f;~e::ee.:l.t *.o!. ·.the /.~e~~,~osts t:o:-.~. -. M,... 
•• - ............... ,...,H-"",. .. - -, .. , .......... , •.•. .,--....... - .......... _ .. \0141·_ •• ' ........ _"Ior· .... .....-, •. , •. "'" ._,"·'-II __ ........ ~_, 

eapaci ty tactors- above or ... :belo:w-the~dea<!:ba=d -_ ~ ~he.re is !'1o-:hi!'1& ·r.O:lg·' 
~ ..... \ ___ , .. _ ...... ~ .. ~.,.i_ ... ,,.. ......... ,...:... \w." '.:f".' ... Y ... ~. "~';...,.~-, o,.;:~t'''''., I.j";' .,. .... '"', ..... ....,-

'N"i tb. _havi:lg .. ~he _~lLa:ld ~TCP ;a~p11 .. t~geife:, .. ,$ i!lce the':~ co.=iS$'fo;~,: ~ .. ~.~: 
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i:lt~?de.d: i;:t;: ~~~ ~:.~~at:: ~ay-:~h~:: ~.~.:: :-.f!~~!::~.~;", ~o~:~.~~::;C~~:;~c'~ <~.: . .:.::~ =' .. ~',;:: 
addi tio:l3.1 rewa:.d-or ~.pe:a.l ty. ,'. :·:l.ade.i -:1.o:l.,.~·the ~.a:OU!lt_·o~,," -::b.e ~ove:-la.p 
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this ·:-ar:.ge·." .. Fur:'b.e·:-morec' :while. :the-r.e~r",{.111,", ;be .. oV,e.:la.pp,!.,:lg., ou::s,ide ~!l.e 
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dea.d~~::l~~~p.~::;:.~~?:.3.:~;:~:~~~~~,~ ~!?-.:~!l!.~!~?;:~~:;"~~!'! rt:E-,~~z~E~~~«':~::J 

-;-- :..~""t-' ... ,...),....r.-· I*..;,)~- ............... " .... ,... ..... ":: • 
.,.,I_.~~"' .. \'O ....... , •• _, .... _ •• """ •• ,,,.,; • ..,t ___ JIII>.J' .. I~ 

,;a. ',. ~~~ [., r"-"'''~ 
..... ,'''''" ~' .... ""' .... ""' _. v 

•• 

• 



'. 

.. . A..82-02-40 et. al . ALJ!jc!:-r 

• 

-.s.:; -- "'.' . .".. -
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.::C~.;,~:-:: -:::::': ';~C:~.:":'."= ::2. -:,~: ... :::'::r.; :~:"~:t".'I: '.~,""-r,'.·.", .. .. ,,~- _~_."J* -'-'-r'-"'; • 
the probabilities of such large losses· are' slgn.!!icant; ~TCP""h:as-~ _-.J., .... -' 

,,'j ," r .... , {,,". "':"' - .. " ". _ ,.. "'\ 1-' - r". 'r'. J'. ',....,.. .... ,.". ~ ~. ".," ("" ,.., ........ _ _ r .. :"'*1 '7;'" " .... ~-: _ ,..,..... ...... ~_ ~ .... " ~~' • 

protect{ve":reatures 'that- limit ~the"mig:j~itu.c"e o,!':;;;Pot"erit!'ai ~ros's€s;:"~a:' :-: .. 
. :.:~ .... :.- ~~~~::-~-:- ::';~;l,:...{~-:r·. c:."':':!:: " ..... ::...~~:-. r ... "" ~''''''~~''''"'-.'' .. - ~ -"""O.a~ ...... '. "',~ -".., •... 1"' ...... , 

~CF cap would .introduce ·wmeces.s.a......y f'lex1b11it:r¥ to' the ~C:t"'proeedu~e,;'" 
~ .. "",. . ....... : - ......... ,.., .... , ,.."."., ./,,1 "",!"'" -(.,~t'- ,..' ..... ; ... ' .... -r''''''''.., ... ,', .... , _ .. """,.. .• " ... i ...... "",.:_ ..... .""'" :' ........ ,·I'rw_"-,,,... 

the' " Commissi on -haS '-:arre'a:dy . cone!' uded.· ~ in-"Phase - r-=-o~ ~I thes'e v proeeed!ngs "''' 
~;:""~ .. .: .. -'.; --"'1':,"',.::;.::':7 .... ::) I"I"":=- ::': .. ":./: ::":""~~.' .. /Itt"""',- ~'7." I:\"'· .. ·-t·.-·, "'., ... ; .. ""'''''r:tr. : ...... .... _,fc>.1' .... ,...~.j_,...~: ... , 

that investors will be no worse -o:!!-due· tO~':C?~·$:nce·-·the~ reqtl.1red~; "_J.'':' 

'f'" ~)~ .'~;: , .... ' .-: :.:,-::': '.,! '::.." ,-':' ':""j XI:; "":';:, :;:,':", .... , • ..,., ~ ,-- , ........ - .¥ 'Or','" fI',', -:- ".t. - .... ~ .f:', ~- c, - ,t -=~ .,..1 :'"-1"'\ _ .," ('. 

retu~ns . and cost 0'£ capital 'w1ll"be -:'smal.l '"'and: w1'!l likely-be "'totallY" .. ' 
-r; _~.,.::":. ~ ~; ~ ~:' "':".: ~." "": ~ .;':.' I", ,:"," :..~ ...:; , c. ,.: ~.'. ~i -., ,-..... '" " .. ,~, tOo.::'. I ..... ,.... .... ...; .. ", fO: -* ... -. _, """ .... _ ,.. _ ~ ..... -, ...... _ £~ ~r .. , _.,,.~ .... 

oftset by 'the reduction 'in"risk~' associated'- w1th .... com:tel'eia.lJ-·o~':'3.tion .. ~ 
,:. :.1":: .:~-: r:~'·"'.~t·~ .. '):-.,...,~ -;,...(:, ..... ':' .. -:-: .. ::'~:.: .. ~~ '0,: ..... ,"', .. :, .... .,. -.~":- t":~"' •. '" 1;),""""111\- r .... .,O"""',.,. ifA' ........ r'\, •• ;;"".,_ 

o:! the plant; ,and :!!nally. even -at the extreme end o~'the 'range"'o~-' . 
... :\~ .. ," .. 1"":-:;:31',;;.,":= ~'~.:;: .. ..,,::l-:;_~Cl_;.";:.' .. ~ ,... .. 1.·~ .... ,..~' .... """~ ... ll7"ol""'l,~. ~_ .. ~!"'-~ W".~-,~;..,.'""4r_,...,,...~, 

TCF of 0 percent eapaei tY' factor, ,,·the effect's"' o'n" pre;.tax-:- interest'; .. .., ... ; 
. ~~~- C 7~~ = 

coverage would still leave each utility at or aboveth~1,n-d·il$t.r:r· ... 
'-'4'fI('f"V".'1'\,,"'! -r""r1 f"1-'f"" .. _r;: .. ~ .... ~, .... ..",'''· ... If.(".t''.,.. ........... ,,",_ ._"... "._" '_ • ~ 

a.verage:for·'-interest-cove'rage:"'''·..'··, '"' .. ~ --' ~,:'::,,":o~ 9 ....... ;,:=..:-:.:: ... . 
.: :) "" ~:_;..,. ~. f::· "-}.~ ~' ... ,;. ':'" .... ": .. ~ ~":,~. :.. - f:.~' ~:' ~'.1"--. 1"' ..... .. I" - '.' ,.:..... ,,,,:,,::/,~ .... : ~ .. ",""," , ~,.~.... .""'I ...... ,.. .... .,., ,_. Of' 1/., "'-

, , In 0PP9si tion to the statf"lx>s"i't'io':'; the- ut'111't'ies" cla.'i':l~"~': '~', 
.... ' ··'.r,'~"'" ''''':,~'''''r,- _'.:\'Y __ '-._'-' 1'",-,:- """"",,,'-. ... 1.·,tf/II.· .. ·r·_ y",,,. .......... ~ ,.,.~ .• ,~ ,.""r~~'" ,'"> -f."'~" 

tha.t ,:the -inve'stors- wil1·peree'1ve-·lnc'r'ea.sing···r'iska-bo'rn'e~ by --... ~ ,.- .... w 

f',:- .'''';'~''-,-C~'~''''::''-',-. ~-....,,,,- .,." ·'t,,-r'J.~"'.''''' •. '' ':"~."'_I'.,.... p-,"'r .... 1' '"'~ •• i-, ....... -.l-,..~ ""110"',r· rr - ... r' 

shareholders"'due'" to- 'the"TCF' 'p'ro'ce'dure" whi'ch"theY" were"not.,i re'q,'Q,l:"e-a>::o-
.. , ... _ ""w (.,,...., ., ........ \ ~" ~ _, ~' •. " ' • ..,;"".... ,";" /11'. ~ , .. , ,..' _ _~.,..,' .. _', ...... ' _ ,. I" '" " • ...... .' ,... _ . 

bear prev1'''U$ly"~ - "'Ed1s'on- t'akes""exc'e'pt'!:on~ t'o~ the'· 3ta.t'~''S 'eo~cltisi'o1f'" ~;: 
- ,~",. ,.,. .. 1- ",' ., .. ~ .,.. r ~ .... "'.,.... _ ~ _ .. • •• ~ 

that when you' 'eo!:.s'1'd·er" the" m'ae.1 tuc .. e~ o'!''':1'0'$$: ~and-: 't:~£e::) :p~'ooaliiJ:'i=tj:':-O:~ r: .: 
i t~: ~e·~i:.~re;:c~;'~'·; the:: '~xp~:e't:'~d': i~s;: :0;': :Sd'1ion2 ~o~:i :ro: .pe;cen~:"-:~'~· ~ :~.:::::. .; 

~: ~ ~':-' ~,." ('",..- t: :-... .... r' o .... :,. (~ .... .- .... - ~ •• ,..... .. ... _. , ...... ,'. ""' ." ,,', -.....,... ..,.,. {.... ..... , ,.: ~I .. ".' ~,r ,.~.. _ _ .,.. _ ;.."'. 

capac1 ty !'actor" ·~o·r SONcrs~ 2'~''''o'~'d:'' "be-s1-."'·':1l:1'!.o:r.·'· Si:.il~17/'· .. "" " .. ;: 
t·' ",~:,,,(,,.,r''''.'j_ t"'r"i -(.';,~ ..... _~.,,""'''rl' _,...- ..... , ........ ~- • .- .. '_ ... ,. hI" ·-11 ,..'~, -.;.,~~., .... f'- -:;-. 

SDG&:E:' s . 'expected l'os's' 'would~ only"be~ $4'35,000.,'--' S':a..'!·s't'a:t:es,J'tlia:t·~ ,:; 
~-""t .... _.r.. " .•• ,,;,".:_),''''' I·" ... ; ~".".' .... ,,...' _".,...._ ... '_ .... _ ...... ~>_ ... __ -. ___ ,....,1.... t.~· .. 

t11~·r~e:' -is, "le:ss" 'th'an, a- ')' 'pe'r"eent" 'proba"c1ii'tY" o',!" 'the;' :Pla:n t --o:p'e:ra~~i ~ -::.' 
':", ":': :. ... ," f.. 4 • <II' ~'-',. , ... ~ ..... ,-:", •. 'Of': ". I·· ... I"¥'- t". '.', -..." "I""~' ,.., _ ' ..... ,,.....l. _ ..... , ,.... _ ," ,.. ',_ _. t .-...... "'" , .... ~. ., .... : _ :;.,._ ... _ • " ;- .... 

oelow~:20' pe~eent' capacl'ty' ~ac~or'~- b'ut" 'i":i'"thWe'ir-calC',lJ:at'i'on',;"o'! 'the:' ". ~-. 
_~.,'':'_:- i:I~.~ ~::, ::::: .... ::--,; ... ~ ....... :~':~.4': :;""1~ : . ....,,..".~." . .,...-( ...... -"",.,_ j·;,r.;,.f. _.,.."": .. \~'~._~.""'~_'" .... ';" ..... "" ... 0- .... , • __ 

$'3.1 million expected 10S3. ·the'sta.!!· !la:'s~' ~ch3.nge'c.w ·tb:i·s· 't'07' b-e ·a .. -; .... : 'J_ 

percent probabi11 ty of the pla.::.t cpera::1ng at a 20 percent. c3.pac~£t:1·:= 
, "~- " ~ .. , ~", ... ":" --,-. 

:!actor. Edison points out that the st~!'s exhi'bit s1:o~an"·~ " . 
. ..,. ,.. - r:-". """ 

:lil110n, pre-:tax_ loss '!or Edison at a 20 pe:occ:lt capaci -::y~'f.a,:e:t:or.: Por 
~~,-: ....... -,....":'~. -""'~('" r,"-""'- ,',I'M',",. ........ ,., .... _ ;...~.-'f .• ,,...,_,~,~ .... ,-I .. _~.-:-. ~ ...... !_ ... 'j:J 

SD~' 'the~ 'p-r"e';;'''''t"u' hi~i?ac't :a't '3.-'20 i?e'r'ce:it~'-e'a:p'ac"i t,.·' '~a:ct'o·r~';.Io'Uld 'be S26 
::~l:\:~':;·'·." ::.·_.:....''')·fo~ 7;, jb::;~~~ .. ~"":,<.· 'L"~":'~'r;' i'" 1',,"'" ..... "...~ (. - .... -, ";"j t;" .. ,~ • . -",.: ..... :. ,...,. 1""".,.. _"' ... ; ...... hr mill.i.on a.eeordi!lg to Exhio1t'- ,1" .... ~ . ~" ..... -v.~ .. : ~ .... ~ ••• ~ ".' .... ~~.' ... , ,.,,;.,.- ,. or. ~' 

~+,I ::,.:; .: -: 'I.: 2. .:1 :, : .. ~. ~::'~-::'";. ~,:~; ;:. .. ~.: :,.:. C~..: ::~. = '::: 'J~' ~ :',"'~ :: .;,: ..:.:.: -::: .:-',: : to:::):1 ~ .... ~: -: '::, ;-.~ ')_:- .'"': ~ .'. ",-' ~ 
~.'.'., ..... ' ;!- ", ': L>, ,.~! :,~ ;-. _- r Jro .... _,..... ..... :. ~ ~.: ~ ,., - P'" ..." 
.. ' ,. - - - - .... .: "" •. ,' .. ..;1"1 ~:~.!....... ..- _J!-.' \wi ..J ':. "'"' _ 

... to:. .... " ... I'. ,.,; •• ........ '.- ,;; .. ~ ~\-,.... , ......... ~ ....... ' 
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,_, "'''',. Applicant.s .. al,so disagree !'ith the sta.:!· s conclusion tha-: 
...... :. ...... :..~ .. ;"':~:;' .... ' ... ~:..' :;.."~ .. > .. '';:' :::.:--~ ",;,c'" ., .... :: ': .~~ .. .:- .. ".i"'~ "': ...... I.:,""''''''',,: 1:."/ c.w.. ... " .. ,:.. .... "' ...... ,.,...._ 

shareholders have limited 113.b111 t;{ under" 'the ~TC7' iiroceairi'e ~eeauSe' '" ~ 
gains~1i:~h~ 'Ani~~~¥""b!i~e~c"p~~~ti~s ~·~~uia.%e~hd.~ 1CF.:£·ne8 }iR:'"2 

~.~+ ..... 7" ... r-,. -;, ",10- .- ... , r, ..... ,..,:- , .... I ....... ~ "'-4""''''''! ('""I ,.. - - ... "" _ """- ,'" IV' ~ .. ','; ... ~. "..:.. .,. ... ~~\,..,.. ~ t.. ~ ~ , ,..... ,.'.,.. 'or -:... • r-,.. .,._ 
op'erates ·sucb.- that '1 O· 'p'e'r·c'e'r:.t~ 'o'! ·the~ &es't"1:l.ateo.-' ene'r'"gy 'e'O'sts ~or!' a. "12'--

; ,',,,. ~.~. ...,. .... ~' ~.. f' ('4 t'>o(,... ;.. -- . ,....;",- ~.! , ... :,. ""'" ... ';... __ "",'" ........ ~ _ ,.., . ...: .... , ...... ",,:. :." C" 1"" n .,. r r.- ". -..... r::' ""\ ""'" 

montl:(pe~r{c)d.- a.re·"rec~o-vered- 'th:-oilgh-'a: 'r'ate"wnich "1's- ftxed:'~ and::'no't""' ....... 
t'". ,--no ... ,- .. , ....... '": ~j':"',..,. ... ,.. r. ~'f'- ~., ... ""'". ...... ', _/' .. ".. ••• • r·,...'" .............. :. ~ ... ;".. .. , ..,.... ..... ; ... ........ r' • , .... _ .~F.... . 

subjee"t- -tohb'3.la.nef:1g--*,c~oun:t-, t'reat:nent~'··!::' 'ai( e;x't':-~lIu~'~~"a:s~",,#O 1'!," SONG~ 
... , ...... 1_ .... ", ... - ,...- I'~,.r'· {.~"" ,·r .. ..... ,..., · .... r. _."":,,...,.. ""' .... - _,. ...... t: ~."'t"\I;.,-"'- '. 

2. & ~ c.id not. produce-'any 'ene~ri:i dlii-ln"g'the- "!o"recas--:w

' pe'r'io'd-, 'Zd'fson'""'-
".,' ,. "'I!\~ I',"'· , ... ,.... ...... (~i.-,- -, ~j~ "I~~/'I.- j.,~ .. ,- •• ,,- ... f'a' ...... ,.., "'":" ... '-"~ .. -,~ ..... t..,,.. ,...." ... , .. .:.. r""., 

woul"d- -incur' ":-"epl'ac'eI:lent' -ener'g:j co'st's~ -at"the'W-c-ompariy' S· !:larg'1ilaJ. cost 
" ~', I' - ,... ... """.r;.. '·-.r"'_ '" "" ........ ,.,' ,. .... :- ...... ': ... ~~.,""~"_._ ....... ~ ..... _ "''''''''r:' ~,!.,_,., .... <. ..... _ '.~. 

o! energs: .which is~.ieneralt:r~a.~ove' tlle'. eost'~'o:r 'niier~a:-'-~ge':le:-at'1'on->- -" 
-. ' .. .:.. ~ .... :::: ,;' -::: ; ..... ~. ""," :. ~ :'.":~':'.~ :::-:- ::' ::::- I), ~:.1 .... ,.. II~ - .' •••• _,., ..... - ~ - '"7' .r' t.~ ~A,..· - I'¥ ;- -c.,I) r.J :; .-, ., ~ 

'!he !a.et that. the AER p.roced ur~. :ay- ::ir<iv1d'e ~ a 'r'ewa:r'C,'" ·or' pewt't' 't'O " , ':' 
.... tt, ~ ',,: ~:.' ~> -: "':.:; ,: ..'::" ~::..~: ~;~ ":~ -I, • ::- ~ __ , ~ ~A. .. '0 ... "": -. 1" .. ": ';. ... ,.,.:.. _ 1-' ,./ ... ,; "':': ~. ~ .t;} ~. "";, :. .... , n . .... _r:;::; ':'.'1"" 

shareholde.rs due to· other di!!erences oet'ween- ~o'r'ec'asted~ cost's ana;- ... 
"" -- ,....... ... .,.-. r-.'" ~'. • ...... ' ~<A- ... ,...... ':, ,-, - ;., , ..... ,.,.~ ,"'" /'". ,... ... , .... _ ..... r, _ _ ", ,...,'".,' .-• .: ~. ~ ..... ; ..... """ ~ ...... ,....,.. , __ .... 1-.,.' ; ....... _ .. 

reeo':--d·ed" co'st~s"'is" "ir-relevant' ~to "the--d;et"er:lfnat"ion"~o'~' 'the~ "i:l'a:ct';-\ipon:>"~ 
r,-··· ... .,...,~} ":':;'" ;.-'.)-,_,....'.~r . .... -t;J.. • .-,', .... ~I: .... r,,...~,-,..,. J., ...... _f'¥I".,.... ......... ,. ... , .. ,.._ .... _;_~, ... 1"1 ~,." •. ~,~_ 

ehareho.lde-rs d.ue -:io-the ~CF pr-oc'e'du:-e" 's"1"nc'e"'~--rewarcrs"o'r penal't'ies" 
.. I-·- .. ·,...·~I ... .;. .... ,- .... '.,~" ..... ,...'.r .. ~ ... '" ..... -. ~ ....... t', ".- __ -.",,11,: ... , . ........ ,:," ~ tl'<t-~~· ._~ ryl.") ...... ;,~~_~_,. .~ .... _ 

woUl~d-Oecu:r'1riespee·t1ve·· o.'f'-the~-o,oer'atto·n or ":;o'l::-o'per'a't'!'on" ,'o~ "SONGS-i 
l:'3:~:::' -:::: -:: ::;;:-:,;'."::: ',:=-.: ~;,:::;:::,-: :.-:, ~.: ":::~ ::;'::.~~=~ /.:::-: ~~:::.:- .~t .. ':':::::; :::::~::. ::':.;.:.~:::, ~,::: 

-::,;::- ~~: "': ... ,.: ,; I .. , , ... ' ... : - ,....... • ,~... - ,... -:.., .... ~. ~ ,- .'. - ......... '. I ....... , '7', ....... ".. ,...., .... , ,. "IV''-' .... r .. r .. ,. _ . ",:,' , .... 

~ '" ~b.e -1ci:pacts "o!'·ihe 'A:ZR and ~~C?J·:pro·c-edu~es~-a.re"'~ad:d·!t!;e::· ~ ,:. 
,..' .": ~ ; •• "~ ,.~. :. ~r., .;' ~ .": :" ~ :" =::.:. ;, <., ~ : ,",": .~ ,...; - '~ ~ ~ ~ -: ':" =.~.. _:' •. ; ~ :. ~~ ~,,: <>~, ~., ')~' _ ~f " ~'': ~ :: 

!he.!aet that ~CP losses Qa1, be o!!set oy AER gai~s does notkimrt 
' ... ,: ..... j:: ~-.~~ .. : .. pt~ .,~::::.I;.,;:.,(~'~ .. ..... ',7J~:~;= :~~~ ~ :::"::~,B ~S.:: r',::: ... ~c···,;.):: ~C~.: .... ~:,.~~ .. 

shareho~~"~r ... ~l.ia~i.lity". Th_e .. in.cre:e:l.~al 1::pac~ o! tb.e ~C'F p:-o.eed."J.r,e· " 
"'~ . .}., ,:~ .. ~_ ,.' .. ," ... -~:'~.: . -t.: ... __ :1" .:-:~\ .:-:': ... ~~ ... !:,-: ':.'.:-".; (~_~ ,*~("l:::'~#:J(.'-": ~.~:..:.o.~ ::.:":.~: 

is ~1~ts ,~:l. 0,::. l~s,~.,':. ~E.di,sC?,~.~~~.:-~r.e~, ~~~~~~ t.~~ .!~~ ~:~~'_S, . ., 
conol uS"ion, -1gilO res' . t"he ·'!a.c,t "than "any f.:zR "f'o~ss'-es~ '"'f:i'cu:-ie:e;' \ril1. ~b:e; -:: ,~, .;: :, 

;:. ,:' -:"'; ,:j .. ~. ~.~ '·_1 .. -' --: ~ ":- :.. :: :.., ;:.;:.. .:-:.... ':;~! ~ ~.":., ~:. ': .. ~~ ~.j:~ ':' . '~ .. ~ .. ~" :.: ~ ~ -: 'X 7\'"' "C' .:! ~.-~~ ;-:~;::: .. ':' ~:: 
added to the ~C? losses, and that when the '!C? p:-o.eed~~e p~oeuces a 

'~"" ;~.~,: ..:.':' ./'.'::' ':;_;"'~:'<I:. ;"'; ... .i~::,:. ... ':J.-,,~:;; :'':':-::-'.~~'''-... -.'"~- '."":,':' ...... """ ,.,.., .... r .. ~~ r: '··0";'-· I'Jtt";""'~:';"""""'" "'''''/''' 

penal~:r ~ losses are.lllo:-e- proba"o:fe t~an"S "gal::ls:' •••. , .. " -.; .. , ..... ~ .. -... ~ .. 
• • .. ~ c· ... ' .oJ •• ~ ,"'" ;.. .. .. -. ." j". _.,. ..... -'. _".. c"'<IO ..... : _ • ro.. f"It{ ,..... ,.. .... ' .,.. .................. ~.... t ....... ~ ....... ~ ,. :. _r .. ~ ,'" , •. : ~ 

. " , "SDG&E "3J.leges -tb.it- -1 ts '~'C?' 'c"i:p' ~p-r'o-po-s3I 'rec'"ognf'ze·s' -t1-:3:-:' the 
... , "":'~ ~ ~~..:. ~::""; .-; ;:::.-.. : : /' .::.: ': - ~ ~ / . :: ~ .. :; ~ ,'" ~ .r' .. : ... ,. :'"' ~'. I • • ,/,...., ~ •• , ".... I:~ - :-. '",: r""'_ I':i .... f"', 1';, '~\. ... ,.. - ',,.,, ' .. ,.. 

'tCF as ·"ell as the A.:.""'R "are bo"th- :-is~ 'sbar'lri'g ·~d· I::lc'ent'!'ve • -, .. ,~ - ';." -
.~,..,,- ·.'e!'" "'-,. .• , __ , .l .... -_·~ .... ·,.-- ........ :- '-'f':'''':'-'' .,:.~_ .. , _"'.;.. ___ .... ,,..;_.9 _ ....... _ ....... "=',,~. ~.""'r_ ~_ .... 

pi6'eedures~''''~'It arso -ie'eog:iiies'~t1iat; the' '!C? "~a ·t'b.e··~A.ER -i::e~~- .. ',... --
~ ...... ':"'-"-~,'~ .. '~ r":_,.: .... ~ - ,~, ...... .,. ~,,,..,.,.,Io """" :..::.:..:.:": ...... ,..., _~ ...... ".. ........... ' ........ • ~ ..... r".~~",.. .......... _...,.,..,.. ~..., _.' 

interrelat'ed~ ~s'lnce'tnej "6otll-c.~e8.l-·"'·ii tJl !\iel-·ex~e:i's"e'$;-~' SDG&z"'-' -~, . ~ 
r.""'- ...... ' .... ', ... ".~. -~..,-~ i .. '.- ....... ' .. '-a ..... ·~'~:I- '" ",:" (':'.-~ ,..,., ','" . '.,....,. :;::::' ;.~;, .. ;...".. ___ ,.. ,'~"'4' 

believes thati:'ti.s' cap' jroposa:l'~co·ns·rd'"e-:-·s· -t'he' 'totaT "':-"fs'k 'o'O'rn-e' oy"" \ W',_ 

:..: ;.,.-..... ' ~ .... " •. :", ':.'''' :,.·..:.,1 ~:\-," - .. ,....,... .... r",-,'" -';'-L'.,"·;.;,""/"'I ",;""",~, _,.,,,,,,',.., _~f,,~ ..... ~~~ •• ,...f'-.,....' .... ,,",_ 
:-atepayerS:~'is "';;ell "as -inv·e$tori"thr'6\lgh··ar1"tb.e"w~'rsk-·shar'fng .. --- W~.·""" .;. 

:~' .~\ ":,,.- "..~. .... I.'.~ r: r; :.. . ..: r" "M' . - I......, ... ;' ~ f"~;" I~ I ,..' " "". i ... - , .... - ,." ,:., • " 1"., ... ~ "-t ":.... "'; .... ~:... .::> ,-;::1 , __ '1"", ~ r'" , ..... _ '.... ~". ",' 

~ech'anisms"aC:'o':pte'd by ~he·"'Co=is-sfo·n-ari.(! 'c'eve'!.ops· tb:e~r'eaS"o'na'b'le _'_w." 
.. := .;..;.,:;~.~. 4t-"'!"=,=C"~: !"!.c· ,::'~;;~~'J"': :: c 



ALr/je/rr 

-: .;.: .~~ -:: :~ :: .; ~~. - ~,,~ ~ ':> ,:~. +: ':.(:~" ~~: ~:I:: :;' ,.... .~. '~,'~' -: ~~.!"'":,,, ,::. -:<':' ". ~'" ~. -: ::£, ':. :: ~~ ';. ": / 
total. r1sk to :be borne,,:07 the utility '!'or the SONGS uni ts:.·~ . SDGe 

.......... .:.. ... : :.. I,:.' :.. 1f:.1 -:':' ,; ~ i ~ ~'>.: ~ "'.~! _ ('1 .. ::- :. ,r .' ;~.:~ _' ",;.~.....: .. ,,,.:.. :. .t: .: ... l;;'~:-,: ::..: .;: s. \* :::~ ~~ .. ; I:, ~: ..... ~:: (~~ ~ ~ :::, 
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expens.e,s.,.ce,. ,subj,e,c,:t .:t~,i!l;ee"'::'""tJyes .. ,. _1 99 .. , 'p'erce~t ~2-f!r the ~CF and 10 
......... , •• "'-'" .( ',,.._' ... "., ...... __ "._ ...... ~ ,-,,,,._' _""''''_~.~/~'~~:''''! ~. :-._ .... .;.:.:~~,.~ '1l_.:""'!t~:!::~"~t~ 

:._,pe,rcen..t,. und..er .:the .AER, •...• ,Apj)li.ca:n:ts . .,~~li,ey:e "t~t t~iS,,1S an 
.1'" ,.. • •. ,...... '" _..,.. _ \~..; .'o • _ {:'. ' , ..... .,.' .,., Po< ,..,. ........- • ~ .f. .... ,: •.• ' ~ ::'.,. ~: ..... Iv ,,~ ~ :..... '" (';:::: ! .. , :J ~ ;"",1 .. Z ~ 'J fir" C. ': "::1 : .-:-: 

ine,quita~l~.,~r ... e,s)ll t.~and "contrary. to ... the Commission's intent. . . 
...., .... n. / ~-.-' • , .. ',.' .... ~ ....... '-..,' .. I ..... .' if' ~ .. , N :.'; ~ • J ;>,. ~ - ~ .. ~. .......... '" .-. 1-., ..... ~ • .,:~ ;/"¥ .. , 1', ,....",..,... "" t'" N" ~ 1i!' "'..... I" ~'. r, ,.J .. or ..." ~...... ,.....' ..... ... ,,_ ." _ ...... .,.... ... ... .... .... ."J fwoI ~........... ".' '...... • ... ., 

'( :.A:p:p~:.~~tJ:?-:~ :~:t,~~_.e.) ;~~~~~;:the. t:~ .. a~~~!-n....:[J ",~~:PJ;:...o.f?!:; \~-: :cot;n:f~~f,,-g..: ,~~; 
belleY-e. wthat, .... thel:,e. a.r,e .. th.:-.ee. J'Q.ss.i;'le interpretations on how the 

',4 .";~ ... '"'''"',_''''"''' ~ ......... ;~ .... ' ~ ::.~ .... ' .. ' .. ./ .... _~ .. J. ":".,'.",. yc 1-0:'::'_ ",=~:~:~~, =~/":: .o~:::,~·:c·"",:~· 

._ ... C¢!:lmi.ssion. ,.i:lteAded.. ;the~,A.::,l( .and" ZC:? sho.uld ...in::era,c~ a.nd~ tha~ all 
~".'" ",",,, -.. ~" _ .. _ .... _ .... ,.,J _ ....... " .. _ .. ."' .... ./~I" ... _ ~-.foot ...... > .... .,.~~..) <, .. ~ .. ,~ :~_ I!~:. .. ;,) ... c'':',!:;, .. ~.c~.~ :>:::..~ 

thr.e':'~~f~~~~ ~~:t,:~~e ,:EJ0!f!:~"'s.;,Si??:;'::~;.l·:tt~,~t}"~,~:::i~;la!':;3f!c=~:~; ~~~~, :"C'.o:M: • 

( .: _Re~l~i:::t:1:?.?- ~1~~_O:" : ~o.., .. ~~~ ~~~~s ~~"o.r~~;.i:~;.n ':;, ~~;PPtf~~~~~. =r.t~:,:~:es~\ r:tl~~~: 
-:he COm::l'ission indicate the proper sharing be,t~*f!~en ;.~~e r.~~..e~~1":::' ... ~d. 

'. 4 ... ,,1 '- - lilt ..... ...,. :.; ~ .. -,' , ':\ #' ...... 4..0 ,;,.. ,";" _ ~ ..... ~ :.J 

investor based upon the a.dded .~~ and '!C? 

Staf~, on the o~her hand, aro~ed that there is no eon!usion 
as to the inte'nt o! ~he Com:::ission a.bout the internc·tioD. bet*Neen the 
AER and ~CF estab11shed in D.83-09.;.o07 and eo=.!ir:ed by Resol~tio::. ::::-
1990. Rather than confusion, stat! alleges tha~ a~plic~~ts a~e . 
requesting .. the COtl:lission to cha:.ge its tlind .. 

~ye have :-eviewed appl!.cant f s ~est1=0:l:r 3.:!d arg'Jments as 
well as the position ta.ke~ by the sta!!. We agree ~hat the lano~ge 
contained !~ D.6;-09-007 could be interprete~ i~ the various wajs 
described by applicants. We agree ·~th applicants -:hat it was not 
our intent to have duplicative penalties under the AER and ~C? 
!here!ore, we agree that when SONGS 28:7 productio~::a.lls b~low.the 
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• 

• 

• 

deadbha: tb.i'50:'l":pe;:~'ilt '~e::l:~~Y' ;';;oUl-d.':alfpl'y-:·~o t'h~c::Zc"A'C.~l'o'r!tiQn::·o~' :;~: ~ 
.(;,..;., ,.. ,:.w' ....... , .. ~,/ r /.:-. __ --""' ..... ' .• ,~_ ~~ .... '. J.t_' ..... _ ,., , ..... ~~ .... .-, ... ~,_ ... ~-I-r '. ''''t!. - ..... r. .... I~r.," 

the~ re:pl~C'~ment energy eost.· T:!::e AER" would··eomplement~··the.J~CF' "oy .... ...,:.-
taii:ng": 'c~'e"" o::f: the')~miiniilg:'1"o '~ereen~ ~!': t1{e r'~la<:'e~n't:: ene~gy :::~£ ,~, 

r -"- .. ,. - ,~' -;. : ..• e ~". r:-' -~.~.,./,. ............ _f , ... _. ::.,,..,.,,..,. .,: .... '" ......... :--~.r.-,.., ... "" ..... - ;. ...... r-rI'~,,.- ... ;" 
cost tor-U1son- anc,"'S pereent- o!"the·replaeeme:.t-energy"eost :f'or"w ... -,.;'~ 

""":-.' ... ~ • ~~.,.¥, "r~"""'" r,· .. :-· .-~ ~,,,,, ." .• ,j.'_ ' ........ ~... ~ ,,~, •• ' • 

SD~-.o ... ~ ••. ~.J ...... ~-,- ~ ............... _I ........ 1 ...... '..".' _ ... __ .~ ... "" •. --,": ......... f": ... . p''' {;, .... --; 0- .ot':'.J "";0-"" ,-.-" ........ ...., ~ , .. ~ 
\;I"~. • ' .. ...... _ ......... _ ...... '" ...... ~ II> ~ ... _ -'~ ,/ .. tvI'..J~~.;"-

_, !'''\ 111';'" ~!' ..... :~ ~ .. ""', ,..,...... r;.· f'..·" .. " r-' _~.. ...,. ... .. ~ '.. . .' . 
. ~ ~ .... ,,'~. We· have reVi-e"",ed- "the" res'pect-1 ve-:' 'a.'r8"~en:ts: 'as:'" 't¢.7 Vlwtb!e.r: :the::-

., . __ ,-.. ....... ,. r ,,,,: r ........ ~ _ •• ~. ....,. ............. _. .0:. .. , ~ ~ - .1, ,.. " .• ... • .• '_ ' ,. • ... ' .... 

TC? se-rve's' to' repls:c·e.lthe- re3$onab~en-es's" ~1ew '¢'!':"Ec"A:C '!u.el'---',:· ';".~.~ 

eip·enie~./ -Al--:h:ougn: :D:a;.:.os:oo-r--s:tate:s:',' ~eeOve'ry 'o-r: t'h~ PO:r't:1o~ ¢'!:.~::::.: 
replaeemen t fuel eost s !o r SONGS 2 :lot sub j e~~ Aco-' 'A~. a:t{d-:' ~h:e.:; ;a.a.:O:pte~? 

r:"~"'" ,.-;-"'::. ",.oM'·i"· .. "' .. ' ... ,...,~.I"":.,~ ('f~T''''' .... ,.. .. - ).""_(''''''''''''''''/' _ _ .",-1:"" '\10".;'-

TCP.~"ll· 'stil'l'oe- subjeet"'to' 'Sll.:lual" prude~cy--'!"evlevs-~' th'"-rou"gh the ECAC 
/: .......... fV ~ ~ ..... - "'"' """ ."', '"'" ,_ _ '" ~ ... ' ... ~ ..... ';' ,.; ... "".... .....~.~, ~p to'r .o. ~,_ "",.. ..... r .. r.......~ _ .. 

proe€'d\U"e~ 't'h"e- "d'e¢!slon "d:o'es' no't' :saY' "tha.~:' -re<:oVf!!'r'j ~~ ~~; po:r~!C:n?:O!,:~ 
jJ' ,. ,' • ..,.;-0' :, ... , - or j' .. ~' ... , ,.""",.. _.-', - _ ," .. ~ .' : ... ' ,~ I ~ f' ,,'.. ,. ~r~. 111" .". _, ...... .., ••• ~ • ~r / _:,. ... , 

repl~c:'em:e~t" :fUel "'eo·sts· tor" SONGS '2- suo'jeet '-to 'the';' TC? ·",o1lld" n¢"tJ ~e'~"'-' 
",,.., 1 '. ,.... ,'" _ ..... ,. pi ~ • "'," .... _ ~ ~ :. """ .. ..:, .... ~ .... ' ...... • .... '"' - ....... • "#-, 

sub·j"ec·t· ·-to' a:nnua'l ·pr.lc1'eney· --reviews-.,;· "' -We' "cOnCo.r~· ·rlz.~ the: 's:t:a.!~- a:ld~ ':' :-J.':7 
~ .~.'" - .... ~. - " .... I"'-, r ... • , .... ~ (.... .; 4". ' .... " ,...,~... ,,.. :; ~ ;;... ... j' .. _('.... • _r ..4-.,. . .,.. :.. ~ .... '" t. ,. . 

Ci ty-~ ~he;t 't t'vould'''not'' b'e- ~easona.ble ~o':'"'this 'Co:::t1ssi-o:t"'tO'""a-do"p-:) a;;:'. 
~. ~ ..... ~-, " .. ~ ,. _ ,-.'- ''''".:.... '. ~ ... , ~ ~ ...r ,~ " ' .. 

stand~rd' ~th3:t 'voulo: -·"'ai"ve- i:::e :"eascriib!..eri'es~:· rev·:few Zand :vnr'-cht :wota.a:::·:; 
reward. applicants, for iI:l:prUa.en~: :a~i:oti= 'W'b~ ~ra~i-<>!J.g. ar:'e: O:'Ilt~:rd.".e.:..s '~.-: 
th·e d. eadb.., .... d • 'C' ,"', •• .., ..,. - r ~. '" :, , .. ,.- ~ ..... '" ,.. ~ ~.~.,..._ ,.. .... Wo.'...I ... J_r.~;,.;...... ,. ""-

" ..... I<"" .~, • '. ' ,.. ~ .. '". ...." •• ;.-'. 4'S~;J'fll"..:t""'~M':>-:""'rI~"~-'·"·"· ...... \:' ",~,:-., ......... r\"·" .. ~·;:.' ,··;.\,~,.. ..... ,..,c,· -t;.~:,~~ r"}~"'" , ...... '* • ....,,:,.' o·~ •• ~~"'- '" - .. '...f ........ ,_ ,---- ..... - ........ , .... ~ ...... -'-.." .... ~ ......... -..- ...... -

.. '. r ..... ~!. r":"' - _ .'" - .. ~. - .............. ,.:.. "':' _ .... " _ •. ~. ~ ... 1'. (~ ... - .'" .. ' .. 

'~" .... ,' . .:-pz 'We""h:ave-"-i-:d~ca-:~ 'ea.rl-i~r-~ .\(~ eonsl'd-e~.':the;''''XC?):tO: :Oe~ ';:::--::: 
.. ~ .. ~., ~" !._ ~~.' ":"" """". ,",rI'.', ••... ".., ~,.:' , (" •• ___ ., ..... r: .... I- _ ... " ...... ," ..... --,*,"" ...... ___ . _,.. r _. ~ .,... _." • ..; .... _ ... 

botn ·:;Cl''e·~!o"rma..''l.c·e''"1nce:rt1ye·'J),:,oC'ed .... ::re- as' ·",e-ll' as' a:"ri'S'& il;..roeat!on ~. 
,.,ro~eeU::~·. -We":beifeve": ft-1;'s '~re~¢nibl~':to :-~o~it~:=;he:.!~tlO:·~~eo:n¢:i1:C:··"'~"·· 
:~dir!'ii-:s '\iil·ic1?·:';6:;)··pe:::if'i('a.i-ii~ci.....:rts:,·~to~ .c-r:ed1lee-:::OUtput:'~:=O::S·ON'GS~:-2:';&' 

.-', ,"II'" • oM. ,,~ ," , ...... , ,.. 10.'1 ;'" J''" • ." • .-. ,....,.:. _ _ " _ r .... · - ... 4.0.... t....... _;.,. '........ ,.. ~ , .... . 

:; during those' ·1-nterva.ls· when'"to 'd'o" "S'O"1':"od-uce3 ;a.:t'Lene~gy'-i".lpl""!Y':':~¢ :: ~ 
:eet sys~~ri~e~i:i:.d 'vi1c~?'ii'~:r:e:ii eo~l7 -=tcr·~afe.pay.e,,;g'i':;(2ry:'::emove· the 
~oSSiofi£ti:'o! '73:. ~C:?;'~e:n$ity ,:;,;he='·~C:i-.sc:l?;:ha:!'l~3~;'a. :~!uet:t:ri'g:~ut:a:ge;-:'-:: 
s c hed. Uie "::!"o r ~ ef:tlii:;" :S01r~S ~~2 ':&: -"? ~1I"1ien;Z~!~ ~~'h:e: o:e:s't~ :;1:!l~t:e.r~i-:!.!:ot:·= .C;~::~ ,": :- :':-: 

:-a. tep'ay.e.:-s ::.:: ':Tlle:s'e ':::::tcXt~·!l.:erS':,·ilould .!:~: ~3U1):j"..e'C:t:-:;to: -:t;-"'.o,-:eo~~"::~~o:~~.;~: !.!:::

Ca):;'1 t :;O'nly :-O:e:~-:=ecogrt£z'ii-d :t<> ';';'!'!s~t pe:liart:!-es(·:anc:"~l(:o)::tba:t::a';ny -=.: ~',: ';",; 
adjus'tcent be: :-sup'pdrted .:oy· ... ·deta1re:c:: ;':"e-<:"¢rdS: -=3:nd: :f.nd~·1~l'1j'! l~" :c\-'; :..:. ~ ',.: 

... ~.,. .. . ~-
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jueti~1:e~; :1·n~.-ea.ch: ;ease;- ~,·~he ~ .uz1li t.i.es :'Ifill.. ;b,e ,r,e,q.u1;'red... ;to", ,:roy,i~!!" " .. , ..... _ ' . ,., -' . . J- too .... "":' ... ·..- , ... __ ~I. \. ....... ~~,'O-.'.'".:. I ................ ' ..... ·w ..... .:. ... v -.I~ __ ~, .... ..,).::.,·;I,;.. 

su.ch detailed,;i~o~r:.a.tion ... a.s ~pazt;-o! ;b.e ::-epor:: .on..the op~:a:tionr,.o!{. ,.: ... 
.,.~ ................. -_."'_._":;.,---' -_._ .• ~ ........ - .... - • ""',,,,'- ·owt',·:£· ... ·" .... ,. "" •. _.- ........ ..!-"',,,_ ... .;;' .. , .. 

each. SONGS" u:o.1:t-~hethe.r ,or.L no.:: .each., .0: .the .. un.i t.s",".ol'e,::-.a.:tes;. "4.:t!l.1n, :t:h~ .. ., . 
•• \..... .... ,.~-". --_ .... - ....... , ... _ ................... - ,._,...... 1 .. ·' .. -- .... ---.... ·_ .. • - .... ~- ..... ."..';') ':;;'J oiI- ... , ..... .,..' •• 1 ... _.· ........ ... 

dea.d"c3.X?-;'~ =-~~::e~~~:?1??-,:,~~~.:~~~i~~~r::~U?~~~ ":?~ ~ebI~l~o~:9-:n~!; ~ ~,::;: 
Ediso'n to provide to the sta.!! the results of the analY'sis on an r;;.~,""'~ 

. . "'-.),. ..... ,'; 

ongoing basis wi thin 15 daY's atter a. dee13ioll",ha.sc- :be.en..cade,.,1' -:: In :'=' ". _. ,_. , ... ',' _'_~<, _ . ..; ........ ,..,¥ .. ~Ji'_. 1It .... 

ad.di t·ion:-- as .. ' part:..o!::~ ~,he::..o:-p.e.ra.~ing::.:~;P~:t~,.-::~ t~ ~'j:~.~?~ ~:P'p'~o.plia.te !or 
the u.t111ty,,:,to ~r.ov1'de ·eomplete",.i~o.r:.a..tio~ O:l,..,:bo.tll. the .. e.c.ono;a.1c .. ~ ... ,., .. "..... ,~ ........ "~ ........ . ._ ............ _-_ .......... _ ............. ,., ., .•.. -.. ' .. "'* ..... _, ...... -. ~ ........... ' .. ' .... ,:.),;; :..""' ... 

analysis; ).1S~:: '!.o:r:; ~~ ~~e.iS:.~t. anC.: .:W.l:?-t-:- ~~~i.~.l-~Y'. '~::~~P.~~ .. ~ a.,!:t~!: ... . :~f:.:;, 
a.~~:L~:Il:~ha4;::~e!J~~~ ~~/er~!l-!,i- ::';:~~ ~. ~.~ ~ ~~-:::,., ~~ - ,~ .. -- ;> -~ r- ~I ". l.):,.r,,;. .... ""'::-:1_;'''''''' 1#, • ... """ ...... -

~ .., ....... ... -*0. ~ ..... __ •• _.", ....... "" ...... , .... 00- •• ' __ ,,_,,' ... r,. ~'':'''.'' H. .Ed..is.on.. also·, re.eom:e.nded.... that", ;the...,.capae:t:ty ... !e.etor., .!o:,. ~CF ,: .. ,-
... ' ,.J ... , _ ... '" '~' .... .A... ~ •• - .. ~. _ _ - ...... . ... _ .... ~ _ _ .... ~~ _*.~_ ...... ~ .. " ' .......... .- ... ,.. ... , :... \0'1 ~ •• "" _ "" I..... -. _ .. ""'" .~ .... .,., 

pur.J)ose-s·...be· computed . ..se~,.a.:teJ.Y''''' ":or" .each. ".l.~.il1 ty., ;in. "p,I';.Op~; ... t1o.n .. ~"o .. N 

.. II ; • _.::,., .. _ _. _ '." . ." ... _ '..... ........ .... '" J.... ..... ... __ 1-. ,.,......., _ .. , ....... '.... ...... :,,' _ :',' ...... ... ~' .. " "_~' (:', :: ''''I' ,:", ._ 

each:. ~t1¥ ~:r!~s:;.O~~!S~P ~a:~ .. : ~~c. ip .:p~~~:-~~n~ -..O~':)!-h:~.:..p!o:-~?:e?~q~:: ,~. ~ 
taken':"~ .': By- ·ha.ving- ge.~a..te., ~cula.tions ,ea.ch. _u..t.ili.ty .woul,a. s:ta:lc.,~o,n,., '" 

- ~ .... • .... _ ...... p '" • _,,. _ ........ ,""' .. AoI_ ., ... .- ................. -.. • ..J,.. .... VfI';,) .... p_.-

1 ts-. o.w· :and- .would, . .no::...:be ,::-ew.a:.c.ed .or~· pe::.alize,d., b.e,caUse ,tone", ?a.::t.:ler."_ •.. ' 
~.. ....... ... , • .... ,. ~.' - ,,,. ..... --~ ........ • .... - •• '" .... - .... - ...... .. .... __ I .,..... -' - ...'... .,. _ ..... ,.. ".. ~ .... : .. I~ •• .,. ~ '..,....... 'ow 

fai:l:e.d:,,,to-: :,take ~1~S ·,shar:6: ~!.: ,:~e.: :<t~t..Y.E::'t:; ,:f[-~: ~,~~~~v~ .:!l7A s ~::~~u~s~~: }~~.:" ':: 
re3.$O;na.b:l.~, e.D4:-: -w:1:l:l; :~p::::-~ 't:h.i:3.' ~~~~.ca:;~:;.-::;;:;:.:. -:: ~::: ':":- :;.,,,:.':1::' ":::c.: :.: -:~::~:::. ": 

" ...... 

5· ~eehniea.l Issues . '::'::2:: b:.,':.''::' ~,::'~' 
The first technical issue :'aisec. ~y Eeison.·,W3,S.,.;.th,e.,..use .J:)'! a. .- .. ..,----,.. ............. "" ......... 

gross .. :o:::o:ne.:t:::-~t.1:ng: ,1.~ ::~he: 'I"C, ,~5=_~ti.o~;~::: ~~.:.so.n: ?p.~,,,or~~ the use 
of ,:t-h~" .. sroos- =a.t1ng. o!, 1 ,j 2.7. Mli. !.o:. lCr.- .pu:;l'o-s.e.s:, ~.e,eaU3,e, ~o't~ "s.i,:1:pl.1e.i~z 

........... - ... '_ ........ , ... _ •• - ...... +' -_ • .,.. '--, .. '" .. i/IItI_ ... _ .... ' _ ... ,"" .... ~ ••• ~·v ...... ' ... ..., .... .".... ...... ;' ... '.- ... ..} ..... ,;.:.. •• '11 ......... 

eMS w~l.l::as:;:t:he:.-~ect::-t~~:~~ ~e.~.::~~;.,~a.=y ~:"..!.~ ~.~~~,~~o~~ .~e;.:..wJ:g-:.~ 
a,d~t;;::th~ use.-;O!,the"g=.oss. ,.r..at.i.ng.~or ... TeL. ,Pu.:':p,o.se,s ,sine,e, :.t~~ .p.ro,P,oS;3.1: • .,...,. .......... - ........ :.' .......... ,. . ...., ........... ", _ow .oI ... "_,;..J ___ '--:.'"::. ... '0' ___ 11<_"'''" • . ~ / ... ~ .... :,...f't :.:.. .. ~' .... _ .. _,:.."._ .. 

is-reaso.nable . ..and.. ;:lone ~~ .. th.e. ~:pa.r-%-ies ..::a.ised.. a.:l:r .... obj.e~~ions, ... ~ .. ,.",,:. -;-
"' ...... _";,'_""'" ~L;.·'" ~ .. ,,' _ ..... ;.".._ .. ' .. '_ ....... _ ,,;... 'W~ _ .. _ ... .-'1 • ... ¥.~_.I .. ..::~ ..... ..; .• 1.,."' .... ' •• , ~II'I __ ... ~_' r.o. 

,.'.-'~ .,,",~_,""~Tb:e- second.. /t,ech::.1e.a.l.issue. =aised.. ,~aS "t.he .. a-ep.I:o,:-';'.a::.e _ 
,., ... ,~~ •• ,.~, •.• '.--1-1 ,,~ •.• "' .. ,''"::., •• ,-''- ' ...... ~_ ... __ ~ ..... :...~ •• _ ,-'_ ... _._ ........ _ .. ~_ .. ~ ...... fIol .. :.;)~...;,\:::; ",-(/~l:: 

ree~:-d· ;j)e~:.i~O:d~ <t.o:: i:b:e ~~s~~,.4:n.: ::c~?-~~~n&. '2~,e -;:~~;_.;~~::<!, <?! ~:~e~ ~-; ~.:;;.::~::::~ 
~tb. sta.:":f'; :a.n:d.: ~p?,l~i.ca...~t:s;· h:aX-e .~f!ed; -::'ha.t ::a :;.c:.o~.1').e.:~~~ ~::.;el: ::.<:Y'c.:.;'~ Y:.~;: :,'. 
the app:!';O}pr.-!:.a.te :r~,O'rd~ :-:pe-::i.~;.:.s.1:lc:e ;1:t.: ::::.ep;::~~~:l~:.:a :.~-;'~:-al2~~~.~,:,.;.:~-; 

We 'rlll\~:opt;:;~he: :-::ee.omtl~:l.c;:at:1~Q..-: :Th~~::;i::st .:~~1:2.~y':~~e :.:~():;:_~c1; .:~~~ 

...,i11 begi~.v:i;th2the:,:~O~.~0:: ~~;3.C.b.":un1.t: ~and,.::o,(o~(L-:.~·:;~,~~::t;~ ~~~:-;;e .:-..:.: 
'" ... ... ~ 

:-e!ueling o.utage is completed. All s~:OseCi.-.:.ent cycles ",(ould begin 

with the s~t up froe re!ueli::.g ~o:- tb.a~ eo:'e. 
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__ ..• :"'1'r" :~:'.::,,:':~:~ ~~"":":':-*"':"'_.'''' -..r .. :- .. ,', ',/;~~ ,;':'.:;,;::,::. ~,~"~.:~ :~':: .. :';~';:'/ 

A. Revenue~Requirements.-, ~ ~ .. - .... "' ... ~~ - " .. ~, .,- • __ A.,.,.._ , .. -" ". __ _ 
w __ .... _ .... \ ........ ' ...... , T,_ .. ,~, .... _,....I ...... !", .... ",;\ ""'...;) itO t:,' r- .,.;;,or -f"or ......... 

• ,::,U1son.states ,th3.tI"P.hase~·2 __ ";111 ,ad4,r.eSS ... the reuon~bienes;t ~ .,. . .... _.~............I ...1,. ,,I •• ..... _ ... _ ....... Wi··_~ .. ' .'40......,. ... "" .:' 4 ....... ".. ,i/.. _' •. ~_." __ ' ....... ::...: 

o'!;·.the::- cost~ inCU'1"~d~.on:",SON~S:,2.::&.:::;~:. ~~~~!.~!'.,:::-~! ? .,:1;J'.~?tl3')"'<;' ~ :"}:: 
expe.e:ted~: :to..:. 'be- com:plete~~,.'until~m1d-t.985 .'- ... ,It is there!ore"necessar::r ~"" 

'._, -.. -'" .- ... " .. "-. -- .. _ ........ "' .... _, .... _'-' .... ..,-.- ..... ~.." ... ,.~\.,.-
to a:ddre33~ .:the.:: is,sue,: ~.!~ :theo a.?propria.:teamoun~.c .of,.. 1nyes:t:n~:l:t-:"'r~la:t~d 

J' · .. ·r .......... '~,_ ~ __ ~' .... ''''''''_'.~~ __ J'''''~'''''''' 4 ... t.:. ..... .. ; • .;.;~l=.I? 

reve,nu.e:~ :requirement wh1eb. .. should~ be· refiected ·1n ;.ca.sh_~ate3 ... j?rior:. to, . .. A _... ..r. t .. _, -.- .. - •• I~-: ... -- .. _ ..... .-.' r' c.,.,;-_ .............. __ "fill _ ...... ,_,.",~ ....... ~t .. 4,. ....... ..;.'.::. 

th.e~ ;e.omple~:1.c>n;,¢:f:,~P~~,s?:..:::~!l ~~~i:t.~.~:t ?~:~;,t.~~~e~8c.:E-2W :~,~:?B"; a.;~ t i~2, 
what .. ..am,ot:.nt-" :the .... 4e~e.rred..r debi t_ accol.Ult;.accruals, should-,be"a.::lortiz.ed . 

oJ' _'. ~ -. ,i.- ••. ~ 4 .. ',.._ .. __ .,.,. ....... 'W ....... '~of""'~' .. '_~" ,_. ~ _ • • 1-'''' ..... _. __ :..... ...... ~-""". _,~ .... ~ r'" •• :.....~~.:.:.: ::::,~ 

and several J~e.cb.rQ;eaJ. ..tar1.t!, . .issue.s" .rem.a.i;1 .. '::.0' :be .... r.~.so.lyed'" "' ... 
.... ........ - "' ... " ......... -.,,"' .. .:. ... -~ .......... ; ..... 10 ~ .. ",·: .. tw _'J "".","~!:")~0= '1".1.",', 0: ~;..; 

• .:, 2::' . :Ediso·n..,o.r~na.lly~ ':,equ.es;t.e.d... :tha~_1~ i t,s~ . .?~e ... J D.:, c.e<:1s1oll -... ''" ..... _.c . '_ .......... _. ",' ...... --... ... ;-; ..... ' _, ....... ,., _ .. : . .:-..,._' ...... ~~f'''' .. ,.1-" 

the c.omm.i:ss:ion;c.·.- ...... · - ..... , -.',- ... , .... ,- .......... ,. "f': - -' •. ". ,.~'" ..' • . . • " ' .............. ~ ••... _,. ~ __ .; ......... ··".. ... ,:.:1>.:1 .. :.~. :./~..;. .... :. ;,::;:+':, ~~"~: .... ~"j= ~~.:"::~;,,:;,,, 

',-,.. c . .a...,,- ,Autho,ri.z.e .3., rate_ 1.ne'r.ea.seo!,., $3~8 ... 4~ .m1,lllon ," 
~ .• " "', : ~ ':to A~r-1.:ig ~e,~'~' ~r~te-' ,'leve1.s '!o~r' SONGS' G & " u:p:;~::;::.· ::; ::::, ,:.,~: 

.. -', ... '. ,'to "H)O ?e'r-cent··-of: :the ... ~:reven1le:;.:re'qui::":emeA"t~·:::-:,:·:: :,:: :',;' :.0:';; 

.~: - ::' ~b ;.;. ':AUtho:1.:Ze"'. c~uC:Z~g: ~th~ ~1:'rAAC: ~eil:g;~cO'Ult:t:~:: " ~';;:'," ":' :;, .": .; 
"" , ... : .. ' '._ ":' -::: ;'01: ,a :cr.ec.:,..t' .o~· .s.2;~842 ,;412. ~t.Ot. el,ear. ,:tb..eSONGS 2 de!er'I·ed~ ~e.'eb-i::- ace-oci-lt~; - 'arid -, ;' ..• ' ~.": '~.:. .~.-~ _.:'::j'.C, -. '~,:..:::": :''': 

.... 'c ....... , •• : :.':: L :....'"':':--- .. ./.:.7"" _ .. '.:.:"'''.'':.'''''.'~' ~:i:-:::- ' ... :.:...~ .... ".-- .~ ..... r,~'.,tI': ",,'JIA ....... '';. ~.··f:~ -,.... .. " ...... ,.., "'". ·r;' .- (. ~.:-

c. Ado,.'PtEd1son's :p:-~posed- MAAC""tal"i'!!' to:'"' -~~ _. -"- ,., 
"':' .:.~' ", -::'c"or"-e'c'~ ~., ..... :, ·'.,.'..;;...0:-,.'...: ..... t......,.6~ "-e·s-*'l· "0" :.4J1O""b_~ .......... ,.. • -,.. , 

'.. It.; ............. -.;i .. -. ' •. ' ..... , .. ~ .... /:'.' t:".w;..~ .; ... """''' "'V\,;,_4tl~v."'O;i .. ':: ~ .... ,. ~ -.:~. ~. :; •. : -: .: ; • .",. 

, . - ":' :' ", . ·MAAC- ,ta..r~ ~·""'.i·th..::e.s,~c.-:, .to . .j.u.::~e.i,c:t io.n.al. , .~, ··-ca1eUla:.tIon.s:.-'''"~-'-·~'''' ;'.,. ,_. "~ ,~.~. ,;,,;.:':. -c:": l .:: -:'·.':'::::';::,~,S 
. ':." .. ~ .i:.~ -: _ "";" .~ !.~> -:--~. :~~ ':.' \ .... ~ ~ ~~':' ~ ~,~ .,~ .!,_, -: ..... ;- "..; ;'. _ .. ..-_ ,.... •• :"t." ..... _. ~", _ _ ...... ~ .. ,.., '. ~ • I'~ __ .,.. ..... '. ,~ • ""_ 

. at the total 5874- 8 -ti:tlll o'n~' 'SONGS·'" 2"& ..., '-revenue"·' . ", .: . " - - .. ' -
t ,,, .. ,. .... --.. ... _,~- ."'(..,~" ..... "."'" """~I""':""~r."- ;:-~""""'-"II"''''' ~ ...... ;. r ...... "·,.'~_ ........ ·,' f"'r ~-'~'''''', .' 

requ.i~em.en:t $S'06:~4: m1i11on' 'hav'eoee!l ~re·n·ee~·ed'·l:i~' ~~-iei"1:.ei;vi"'-ii >~::--;:, 
'" :::« :: ~..;j::'j ~~I I"'f :.;,..: .... I'~"" .~~ '" , .... -r,' "'.r ~~.-'" :: ,=::>. ,:"~, ,,".. _,....: _ '. """ \' ~ ~ , .......... ,. 

$368.4 tlillion revenu.e req-..:.i:-e:en-t" :i.o"t," :-e!Iec'-:e~-i~ :-'a'tes·,"a:nd··'·· - -.~, '~'-' 

accruing in -:he MAAC balancing acco:nt. Edison states that as o~ 
June 1, 1984, $16; million ot undercollec-:ions had been accrued ,1:::. 
the MAAC balancing aeco\l!l~'~ This a::ou.n.t is equivalent to S7~ 5 
million of Edison's plant i:::.vest:e:::.-: in SONGS 2 «3. The:-ei"ore, the 
undercollectl.on o! $16:; ::I.illion should be su!!icie:::.t toprovic.e -:he 
Co=ission With adequate :nexibi'li ty to· deal -.lith Phase 2 . issues • 
?J.:'the~ore, ~c.ison $~tes that all inveS't:len-:-related·re"lenu.es !:-O:::l 
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.... "'+ ," - .... """'/·4· .... ',. ~ ..... , I~ .. ~ ','''''' '.4 ..... ,...,. ",f - .... 

SONGS 2 & :; are su.bject·"to"a:d~:tment_ ,ill:.a ''!'!-nal·''Cocm1ss1on order 1::1 
I •• ~ I ' ,. I " ... .. 

Phase 2. Wi thout rateB.ct-ion;··t1:.e~n;ara:nc1ng account 'W'111 

cOllt1nu~ ,to grow at approximatelY' $30. 7 million.:pe~6AtAEand_::'~'·/<: -:-, 
indre'ii.Se :to:~re than 8S60o:::m1iiio'n Z.bY':Oe-to"Oe:r~~1 i')r985.~:Ed1~n 

_ • ...."... ,.', \. ..... . " _'. f~ •• ~ • ~ .... _.or" ..... _ _" ........ _ . 

be11eves~ that-1 t i:s;'detr1me::.tal to'~E'd1soI'l;t's .. ra~e:?a.1'er.so;to ,ermi t·;--.the:.::. 
undercoilected-;b3.!anee to aecrue':'to-l:eveis: g:-ea.ter~tha.n theC.m1n1::um:::::' 

'~~~";"-:--'''' '-~""'-_"""".:.'.--··4"~'" ' ..... .- ." .. ,. ...... ,.,.0' •. ~ ...... , , .-'0"-",. . _ ... . 

amou.nt-the~ Comm1ss1on-feel:s'-i-s neee~sa.:j-.'to~reta:1:l;':t:l:exi:biJ.i:ty: ... : ~;~o -::-
,-)- _'~'I'·""",. "..,,' ..... ~_ ,,·r·, Jf>. "",'. ','_,... ...... "... .. ... " •• 

a.void . the" problem--o~ deal1rig-'With:large-amoi:.n.ts": ot Uildereo.Ueet'1.o,ns'.r'C"":" 
,;"" ..;: .', - .: \ :"'" ( , ,~' -.;.7 -.,,'" t-' , ... : ~ .... ~I • ,-... i';'" ....... ,,', ,.'..... to·~·,.r~.,·' ,4 ,- .""1. • ,.-' ".. • .. 

in :;b.e- tu.tUre~ "E~1s'o:Creq"J.est:s 'tha.t- 'the -Commi-ss;1'on": 'autb.or:i·z:e:·"a::.:ra..'te~';-;,: 
"', r"" . -. - ,... ~ ... (' .. f"" • ,.., r'" ,..' -'. ,.... ,4, r' ~~ #" _ ,~ .... ,....", r'~ ... ~. _~ '.,'* , ,fl' E • 

1nc'rease' of'" S'36S::4- m1~11on; . 6r';'8~ :p'erce~tv,.- t'o~br1ng::~ea:sheTa.~"'-1~vel~g.::·~··: 
.. ,....0" ..... \ .... ~i,"· .. • ... ,.~ ,...,-.. .... )'._.\~ ..... - •• to.,,',. #'\.'.. ~"" ...., . 

up to1 00 percent~of' the -r-eVen'Tle- reqU'1re::len1;~ !O':: .so:NGS'.Z':(;: _>:,":~"."j2 :,:':;,: 
,... - ;. ,.., .. ~\! ';:. ,- .:' f. r" ':':~,. ",,'c. 1', ." ,.......: ... :..,.. _. ~. JtIo - ... • • \ .. ,.. 

•• '-'.- d ~ , A ~~ tlle'"'"?hase" "1 D' oral~' 'ar'gu::ei:rt~ he l~d~ otr- 'Sel)te:tbe~ ~1~,. 1984,. 

Edison mod1f1ed its Ph.a.se fB revenue requirement increa:s'~ ~=n-o.w: -:>;' ~ 
• ..:.. " M .. '/ _ ~ ;:" : -::'~} r_ _ ;:-. _ ,. j ,; " ,.. .~ ~. ~ _ !'~ _ ,"L " __ ,.: _,. " . 

seeks a Phase.', "·D'.:-'a;.te .. ,.1::.c:reas'e ot'" $)00"' :li'l~lio!l '-0:-- ,an'1::lc:-ease of 
c ....... Jo., '<, :':.. .:... :;'a;,. , ......... ~ "' ..... /~. ~:. _ ~·Y·./ ~~ _ ~:j:-':" --:' ;: jo2~.~~: ~'. ": : ~ 7,' 0 - , 

about 5';" ~ercen.'t':.::' ='~he;,::,,:eas01'1-:(£1:v~tl;:: :t:or.~:(th~: -,t'::e~~~t~i:¢:n c¥:- the ra.te 

• 

increase sought' :wa.s:.,~at:tn"ou.'te-C:,.:t.o ra,; -eomb;i·n&~!.ct:. .. ¢~ .3.- .. red ue t,!, on 1: 

revenue reqJf;~;ie~t~:-di;"io- it?~~iie:~~~f;f~~·i.'i!£~'~i.::~~~~~1n~;ease in • 
.... • a"", • "", .. ,.#-ott .... ... ......... ....~ .. _ >- ",I ....... ' ..... ~1 ... " .. 1_) :::. 

the level o~sa.les~ .~.ib.!.cl:l YO".:.ld .. :-ec.uee the annual revenue short!'all to 
..,' ~ 04' .. , __ : .,~. :.. 'w·/'" .. r .. ;\ ~,t:\~.; ::.:::, ': ~ ~~ ~ ~~~..: .::: :- :-1)Z' ~ • ~ 

a.bout $)00 mfl'l.:1;o-%l:,.:·~ :We,:~the=;, ::tote :t.h~~ -Ed;is¢:ll ~:s" -:l~t;:er dated 
,.. .• , "'r"'-, " -".. .. /., ... , '. plIO • ,:., ... - ......... (' ..,.., ,.... ../...~.... ':'~' • _ ... _ ~,. l' 

September 2,. 1"984-1la:s- -ad:v"!sed .... the~ -COt:lJ:l'issi"o'n ,'t'b:i't w.it·"~"ll :ot oe 
...,. .......... - r'" •• "" ~,. 

.. '~ •• 'w,I ....... "', ___ ...... _.i" ..I 

tiling :-evis,1ons.,.t,o ~1 ts l1AAC.~or c,!:..a:lges, J,n __ .1.9.85. invest:e~~related 
.. _ 4,. b ~ ., i.. \, ~ .. .:;., ~ ~., r..,. .... :j , , .. ~, .... ' ~ ..... _ ~ ... :: :.."""" I ::;, ~ .... ~~. :" ~ ~ to: :: :7 ;; ~ .. ; 

eosts tor,'.SONGS:.2. &, ;, ,'be,caus.e~.:.i.ts rev1sed :-edue_e.d :ecues"t took 1:!to 
': ....... _ .. ,,-".1 ... , •.• t->,,~ ..... ~_ .... 4", ... :.,.".'" "",,"-; ,' •. ~~.r"\~ ,.,,\",.... ... 1""'1',"',' i,_ ~".,""~-... -;. *,.fS".,.-!.',.:", ..... ,.,.-

cons1e.,erat,ion, ~ tlle. 1..985~,::~~e.:i~~ ·:-.loe_~~~;~menfs~' - - -- •.. - -'" "." ' .. :'~ -" ",..:.:~ :-' , 
.... ··,1·,1 t., .. './ .. , ... ~, ___ .,' .. , ~. ~:' ... _/~." t 'WI '~ .. '~!" .. ':,)=::';': ":'~:'I"'I~ :;'~'::~>.~/~~.: .':':t . .;~~.;.'= !." ::'':1 ::;: 

- .'. ""< ... 
-, ........... .. ··"r·' C .. "" ,..\ t-t_ 4:, ~I - .... , .. ~. 

~ •• ;# ... - "', ~ ". '" 11, .... .... 

• ' 
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Edison fu.rther stated at the oral a:-gumeno: 1:ha~:a~'Phas~ 1:3:;: 

deeis'ro'tl~ gra.ntin~\·a.~$~OO-:m11i1on~rate::·1nerea.se'~'a.Sr.o! November 1, 1964-
'w1~1:'~.eave:,; a. ·$290':: m111lo'n:: unaerc'ollected::' 'bala:ne~:1n . the": KAAC ::::.:.: ,~.: :-; c::' 

'balane"1;ng;aee:Oiin~':' ~d:: that: amou.nt~' woUia ~ 'illel"eaSe::'b~'a.~preX'1ma:te!j~:: ::" 

$25 million-:a. 1io~n-t~· '1'£- -furtb.-e:I-=' :Cash :ra.t~:r:el~e-! '1s::'n,'<>t:::<au-thor71,zed. in: 
?haie- ,,1E!.:-:·~ ~~i:son~";fnrtb..er"$t3.tes::· that-:'the~'S290::m'il"1on;';~~C ::')::::.:; .. ~o:.: ::'::. 
undereo'll:eetfiin? :'1-n =tlie :MkA..c: 'o:aluei1ii 'a;6¢oun t~ 'a.~;, .~, =N"~~1)e~1~~· -1' 9W 
r~r~e:iti':-the ·cap·i=t'aJ:-:~eeO've1-7~':iS.el=Ud::,~gea.::n1'n~~~or'!'ne3.:'1r'20o;~ 
perc(eut '"ot~ ':Ed:tson:~ ~slla'i'e :o~ ~h~~:pi3.1it '1i:tV~ti:.e1i~ 0Wft:= a!! ,2'-ye.s::.: ') ~:' 

i d 
t... t'·, ,tf .,... f t. '" - - r ~,J \r II.. "..".., r ,r' per 0 • ....) ........ .:;.. ... ;...'-'~ .. :.J~ 'w _.-''':''''...:1 ...... ,~ 

SDG&E 3imilar~y requests that the Cocm1s~ion gra.·'Et2~:3r~:ti(te!=-..f. 
iner'ease" ~·o"! "'ihe ;'ema1riln-g ~$1"O)~. 7: :£1~~1.~ :r:,:: ~i~es~i:l.e!l"'t'",,:re'J!a. ted 

"':' ':reveriu'"-ii ·:reqUirem~"fs:~!".o:~ r.soNGS :2:' .&': 7~:: :Tb.~s 'would';' ~fi$f~ n~': A..'l!luaT 
;~ ~'6Wnerih1j:p.at">~·"'{A~Rt: ~0'!!3e-t ;,::equfre·=errfs~ar.~:· ..... ou-l~!-3.~:1f.: ~u~rtb"i'l' =...:;:: 

'.:' '~·~ic=uratroni -1.1±': i-!ie:-MJJ.:C b'"a;JtaJ:l¢i1ig'''a:~t:.\ :to=~i-':it'~~t~ ~ay:.en:t"s .on: .... 
t:;:e bi:l':i.n¢e·i~3;s ;::0':: :-tli'i':-d~at:E?~O'-! a: Zd?ee'1S1:or?'~~n ~~e:: 1::S7.:.r~:~~tirt-n~ 

.:: . re'cr:.eirtii C-:l'!at' =th~ ~d !'·te""d~ ~a:oti:1~ tf.n-= -t1le:. o/J3..'C:' ~-a:.~ i '!l'g'! ':ti.C¢O.er. t: :8.$: ':o~ 
::; ~D'ecember:31 ; ~::98~C'<>t ~:S":5'~; ;~:mr!o:i ;b:e::'a:or't1ie~: by 2i=an"='.t·!!lg~ ~~::-ate:'~l: 

'-: ~·1ncre''a.S'& ':ci'! .:s11"8~.;8: ~':'1.-r1.¢n.: ~ 'SlXi&:E:~'tat:e:i ~t"b.a:t: -0'1';' 2tb:~=t:1".c:e 'fa."'- :aee.'i"'.s,i;'u 
~; :: 111 ~Pliase ':i~ -is ~~'1siuec::;::' the ~/rJtA-C:~~ba'fa~:e~':lg "'aeeou:iJt' :· ..... o'ur-d: ::r£ri:v~ ieC:!"'J:~e~ 
". ~·ov,er. ~sao m'inr-on: '-=i:l~ u:lc.~<:o-1.r-ectl"O:n:S: :a.n~ ~hat: (sueh)"at:~ 7s!l~e be:'~ 

:' .: '<a:deq tm:t' e :·:'t'o' : pro-:eet- ~-a.e= ' ~-t1!;paje"'-r "'1i :-f::t'e:-es't; '!In: rnaSe "'2'."; -: .:.sDC;&~ :. :. .:. ',,' 

:!'J.rther sta.tes that ':'even)~'! ~~<'?hase :2:·;d:'ee:rsion~ ::-~S:u"l~ci:a>~: ::0'-~~Xf: 

:: idj:ast2e:l~s in ':e:xe~ss ::o'!:.t!ie csoo '.:mi~J;-r1:on~;,:3:t:~i.7~ a'i~~~oteeted 'oj 

'.,. "" .... t .. ~: .... 
... _ ... • ..J~I ~. 
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B;;. ~ Tari~r~~. IS~tle' ~:7 .~:' :::': .. ~2: ~::' .:.::: -:.:' ': \ ~--:~.. :~. ~'~ ::",' ;-: ~ ...... '~ ~: '.~' .. ~'. -:- ~~;"'''7 :! 0:;; ;; ;':,Z • 
.:.::C?' .' ": ~·.Ed1"or: "tate:s,,:, tbat:;.tl:1e· .. :p~e"en~ly .::~rre~~1ye;;)~AA~~ ·~r~:L.r.tL;"::;<)~ 

contain" afl;..~rr.or ~t~.~.e!l'pee:t<to~. ~~r~.1n;:ju.r..i~~~51~~~~a}..~.ul~tJ._~.:r 

and~.:;l;1e~er()~ec:~~e=!:·t1o~..: .. eorr.~e~l;y:.·re,rl.e~~.-.; tb~;.;1n~.e.nd~::f:JfJ~~a~~;O.n:,;Or..::.::-.-: 

tbe MAA.C.:.:::~aragr.apb~ ·L.~..:an<1;::<L .• .$ p'r_~ell:~lY-:Ft-~5=~~~ .c~~).:.:..::.::: ;.:::::-; 

authorized ann~:a;',: !.!!y~n~~: ~e9~~r~El.~ptc: ~~~~ .~~~p.a~~,gr.:aph~:L .. :4:-:~ 
and: L .. 8 .. a. .. o.re~p.eeti.V'ely ~ .be", .j.ur~41.et~onal,.ize4 ,and .inc:r~~.ed~ Ito., _ ". ' .... . 

... , .... " -. '.......... -. .... .. "... ~. _ ..... :.:". -. - .. "',;.,_ .. ,.... ... J~)., .. ',' ... "'. ""- ••. "'1- ... .,.. " _ ...... """ ............ - ..... ....... 

proy?-de :·r~~:,:-r~~~e~.; ~~_~~ ;3-.~~::;!l~.?~1~~~~~~~~,.~~P;~?~!!~ C.~e3~~!,J!: ~ 
• . "" .. ~ .1. . ... 

the tui.t.t_ ·1"." that... tbe:. .am.ount.s .r-et'l.eet.e<.t: ~1n . the.: ..!Iu,l>par.a,gr.aph.:s .hay-e. r,-
~ .. - ...... -, ,,- ... '. ~ o.t ... ~~ ~'~ ... ., ." ...... _ ' ....... _~. "'....... • .... ' ~ .... ~" ..... \.,.. ... ,. ... ." l ...... _,._ I/I4IP ......... _.,..", .... "'" 

already been a<1j u" ted. - .' . .:' c ~ -= .:. ~ 
D1:s¢U:5s1o~ .. \*,"- "'~'\."''':h'~'''''''',''''''~' ,-; .. , ..... ..,. -,,-,~- '.~""" ..• -,,~ ... ,/: ...... .... " ... """' ...... !'_." .. :. "::'.";,,~i'r~~ 
__ ;;..;;;..; ______ .... .t .... ~ .,'...) ......... '~ __ .... '_ .... ' ....... "'" "-i., ......... _~'.l.",~_~ ..... "'_c, .... , ............... ,·,., ..... ..; .. '.,/ ... ".; 

',,' ~ . .fie·, .h&v.e~r .eoc3,jAcr.e<1 .Ed1~on...'~::: r.ev~e<1. r.e<;ue~ "f..oz- ·.ea.sh . .r.a.te .. 
• ,., • > ..... ,.. ... .. ... .., ... - ,I ..... ~,..... 1-... • - _ ... ,.. •• _... ..~ '........,..'..... ':: ... _ J .. _ : •• _ '. ~ _ ~ til !oj -. "t' ._"-, .. ~~. .. ........ _ 

r.el:1~:t::. f<>rt SON~.S: .2:. &,:. .3-~. ~t :~.3C9 m~;~l~~ :~.: ·~p.r:~x1~.~,.: :§..'1;, I~r:c.en~. '..t~r 
tbi.s· .Pha:~~:·.::iB.. ~de_e_1~1.o~~ .. a~;:ri:~.: .:~~ ;.~e~ :-r.~e_q~t: 4~ .. :r~~~~~~~;e.-:. :-:.~~1" 
will -re.sQ·l·t,- .·10" .a,n.. .est1ma:ted~ .utl4ereoluet1.oa -of:,.$ %0. mill-ion· -in-, the .. M.AAC . '. ~ .' I.... ".. ~', ... ~ _. .. _ .. ~.. _ .... ' .:,.... ... ,.,.. .. -. I. r.... . " . ~ J _.... ... ..... * _.... . . ... .Jt..i c--" • .# _ .. 

-ba,·lan c1ng,. ·aecount,.. a·to-. ,·the -end., .,or . t985.. ,.sueh ,amount ,...13 requ!;v.3~e1".lt. t<:>_ 

~a;1;;1:;r:.~~~~f!~Y;~;~1n~1.u~1~.;;;;;j.n~ !;~~~~i·~-~,·~~~~~~i~;~~~~i~~,. 
share· -or· t.he-· -SONGS .2: &·./3-1a.ve3-tment . .¢ver..a ::-2-y..ear, ,.pe-r.1<>4 •• ,;,This_~bot.lld 

. ..... .,. '... ,: • -* ~ ~...~ '.. '.. ~ '.' " ~... - .. ,j" ,'" +' ........ •.• ' ...... - - - - ........... ..; ... ....., "II" -J ~, if .... .. ..... __ ... .'.,./ ' .. 

. -e.n.a.b.l:e- .:the .C:omm1:~io~: ~. :r"e~1:n~ ~~~~~~~~nt .. ~~~~1~i.~7. :t9 :~o~e~::~~~l?: ;.,any 
Phase- -2· d1sa-llcwanee$ .. , ~ ~F.u·rtb.ermo·re· .-3iooe' the. 1~ve".tment-relat.ed- ... eo.:st.s 

• - •• , .' •• -.--~ ....... ' ...... ..,. 1 •• '·~'·,· __ ··4' ...... -••.• _P<" " ......... _.,f, .... _ ."~ ..... ....:.. .) ........ , •• ,,: ..... .. 

rO.r-: SPN~.s.:.2 ~&.:~.3~.:are-:~3~})j~,t: ~.baJ..a.n~·1:tl~.~a~.:e~utl~. p.r:oc:e~~~ ~t .. ep'~~r~ 
will no.:t':~sutt.er -:,e;.ren: it, the . ..re,venue ..reqw.remen,t:..on. .. 4,1.zallowanee!J _:lhould 

• '. .... ...... - .. & - , • ..' w ' .;.. . .., "....... _.... .. ... ... ' ~- .... .f' 6< 'i. .,I .' • ~ .... '._ • ~ • • .. ' '" 

exceed the-; ~ba.l:a.n.e:e.3: 1.Q~ ..t:l:1~ (MAA~ ,:~la:Pe~1·n,g ~ee~un,t -: L-:':: :; ':.:- ~~::- :.:.: -: .::;-;:- ';;"'-: 

... - '.' ~ .. -Wh!.l.e· SDC&E--4i·d, ~Ilot. .. m¢d-1ty ":1;t" .,·.N!:que:st ...3j.m1lar to ... Edison ~.a t 
"""" •. '.' ..... •. ;. ,"." ~"'.. wi·'..... ~"" ,.... _ ...... ,..., ,..... ~ -i .. ' ,. •• " _ -J .......... -.J ... ... ~... .,.. '". ,. ~ ,'........ . ... 1.... ,,"""'" 

the Pha3e 1 B oral argument from the $ 1.03-.. 5:, .,m!.~11.on. ~pre.v1ou"ly . " ,,' .,.;-
....................... _._ , ........... ~ .... , ._ •••• ___ .. J_ ........ _.~ •• 

requested, we oelieve tba~ it would be rea:sonable to re~tr1ct the . . . 
cash rate relief grante4 to SDG&E to the 3ame magnitude granted to 
Ed1~on in P!:la!le 1B. We will therefore authorize SDG&E.ea"b rate 
relief or $84 million in thi" dee1~ion. Although SDG&:Erequested 
that it be granted add.it1ocal rate 1nerea"e or $i5p3 million to 

-.:9~ -

• 



'. 

• 

'. 
A .. 82-0Z-40' et al.. ALJ'Ije/rr/jt. 

amortize the MAAC balane1D~ ae,count undercollee.t.1on:J ,a.s ,or _ -
-"" ", .. ~, ..... , "- ... '-,""'" _i,,;"~""''''', ,-\.... ~ .. r .. l_ ::- 1,: ..... :.:';,~L~,· ::':"'t:~: ... ;.,.r ..... '( . .,J ... ! "'-~"'''f.''''::'''''' .<: 

December*, ~3"i';' ,19'8'3- we'w1'lf deny~ SDG&E' th1,s- addi t1onal_ ,rate. %".elle.t,.. a.t: ,... 
~",~,: :~~:~:;~:;~~: .. ;~(\~ :;: . ...:..:;: .. ~J~.;::;:::-:..,~' ~,\;~:., .~:: ..... :~:r~,.;.~ .. .o\ .. <':: __ \4c",,,)...1 _t.rJ . _ ..... -~,.,'-:..,)._ 

this time to be consi~tent with. Edi~on, ,aJld to retaj.}lA.1~ t.he MAA,C~ , .... • '1'" 
"\I .... ~_I"".'_.) jI."'''' _.".,~.J, .. #o,".;.~ ,"'~.) :,.l.,~ ,,~ I.,' , ~.:. ~,:",,-~~,'_"'~"'...; ... ' ... , ~:'''~'' •• _ .;....::_ .......... ,,.. 

bala~~:1~n_g: a'c~~ourit~ !l:~: '~~~~ v!!'fe?t - amo,Ufl't: O!,-un.d~r~!,Jf~.l,eet.i9n,3,. JJl'ep~j.ng. "'-' .. 
o(_.III'_ .... ~"J.:..,~,~ ... ':..~~ ~,,.\._-+t,_"' ........ ~ .. ,,.~ ..,Jo ...... /_.""'_+* ... "" .... ....... ...I ... " .... .".. _"-,,,vw.L ¢ .... .,.. ... j"~ • .".".J.,,J...,.1 .... ' .............. _r ... 

the outcome or the Phaze 2 deci~1on on reazonal:>lenez3,. By r.e~a.1,nA~g~, .. . .t.-... ~~"Jj"",,,,"'·L,>. 
the undereollected bal~nee3 in the .MA~C balane,1ng ,a,e:coun,t ~e- ar.e not 

I~:\:' (;', .,::-:~.~~I:I~ -;":~',_~:""~. ::,,f>~::::': ,,.,.,t·,, ~,~,:: .~,~",:,: .-, ':,t:::';, .. t:,.J .r:. 
attempting 'to prejudge the outcome or tbe Pha~e. 2' ~ea~op.al:>lene~:5 

c, ..... III!jo !.. '.: If! ... I'V ,'" "' ...... t' ', __ .... ~ 4.\'" "" ... " 11'4 I"~ ~1", ~~" , ... ,"',.., .... r'" .;; ".,. ~,. l~. r., ; •. ,1 '- '.) 1" - J"', r' .... ""'t::; ~ ~ :.-
re~few';' but~ mere'ly're"taii-ifng" fleii'o-f11ty··';0 'ectp~~~t'r; ~y :.: .,_. - : ,~ 

.- ...... ....,.., r:"· (11'- """ V'. ;',1*0""" J' I., ... , I"'~~, ~, __ / .... ., r, ~. I·" ~\,... "'':;.J' :..> "'I '! oJ : .. ".. "r, w''': ..... 

c1i~allowan~e~;';';ftb~"IJ~=,ca,u~1ng- exce·~~1've~:r.at,e:j'~ue.tuat1on~:"'; .:. -
:.: r:,,:- :! '\ ~ :: t~, ~ = ':; .: ~ .:,. u I. :,\:: ~\ ~1 ~: ~: ~ " .. " ~., ~ ;-: r.J :: .: ~) ':'. , ':. :. I:,', ...:, ~ ~;,: 3 ~ .f.\ ~ . ...,J .• 

", -: ,~, _':'''; .~~; ~:..l~?_ :~~coP':~t: ~Ed;~~~~-:r:;:'~~::. :f:eo..J.~;7t::, ;.~::. f12~ ~;t! ~.~:: Mft-9 ~~.~!?:!:~:: !::::
order t~ correct the' error in the. tariff to cont.or.m~w1th the . _~~_~~ ~~~=~~o~~: y~~~ c= ~~_~~~~:~ ~:~: 

corrected langu,ag,e uzed in EXh1b1_t .e~,.· Jppend.1~ D,.. " 
.:." :: :-' ,.~ -::,..' ~ .... " - .~. '..J;:, .: :.: :.:, .~-- ::' 1::" .... ~~:'.."! ~ :: ~ '~.oi / .; -" • ': -:: :-: • \ C I ~ z :':'2,:':;... !"! ':: • ;:' 

.I'- ..:, ,- 'r ,f-" ~ /'..... -:'10. ~"" ....... "..,." .. ""? " .... .-. .-. -"', ~ ';:" : "," • ~_. .~, ~~I\ ~ ~ ~~, ~ c, ~,~ ~ :! :' 
Find.·n·g~'"o:r ra-eth '" • ~., ,~, •• '" -'~"" ... ,' ,.) ~ •. ' • - '" '~ , - - -. , -

, ''''''', I ' "f'I' '0-,. ·~-,.,-1't7'·"· "/1",--02' '0'2 ~'tO?~"'#""'E"'~" .... ,", ·~:It"-·O'*"l·' "'3 ... r~~~' ~-,z··~" .. .-J~' n '''t>'''V'-'~,~"""",'\J ., ...... ~n "A:'.~"Q - .....,. .... '0 .... "\ ",~3oa 'anQIo''''I\'''.''<:7'~V'. "'Q;) ... t v;.J .'0.01'~ 

- 0:' - ,. ~ r ... '"" ......... ,.... ,... I" (""' ~ - I~ ... I, _ .,. 

SDG&E the COm=1331on e~ tab11shed a Pha.se ,'s;. ''to e¢n~'i(rer~ -t'be' need ''tor' .' 
a eap ~on' Ci~i :r.cF :a<!<>p:~cP -:11'l~ :tna~v:-dee1:;'ioa: 'a~ wel~'~~)tO:' (coi;S1d·e;: 
art·eNia:t~1 ve": -nt'ema-k.1;iii' ;'metb7'odb·1!og:±e:s:: :.r cn: sciiii~ 2" )j. 3"'.~:;; z. ::,~.~. :;:: :. :; .:.: ": c':: ~ :..' " 

~"'2'.: j'(Jn= ~ctO:oe-x; :.r;:';1 ~a:S~(Ed!'-:sQn;m.i'd'e:' 3:'"; '~P'lement3~?"r{l~rii in:' ~c":. ': 
,. . ; t::' ? :-"l i ,.., ~ ,.,: ~" ,.. ~ ~ t'Jl "., t:~ .l.".. :.. 

A.82-02--40 to reflect '984 i11ve3tment and non1nve'stznent~rel"at'e'~ 'eo'z't"· 
.. .. . .; _ ,.. "~ ... \,,.. •• • ... .... ;... __ ........ "..'. - ~ - ~,. ~ --: ,... .r;. ( .... - .... #/If< IlL r.. ~ • ':" _".,.. ... 

t1-gu-re3 for 'SeNGS.' ~2-.·' - -Oll" 'October '5',- ':1'9'8'-3" SDG&'E ''filed'' "A'::83-:'tO-1:Z 
_. '. .. ',. _ _ :.. _ ' .... ~... _...... ,.' oJ.. 1#, '" .......... • ( .. .,.. ,.... 1- ".. "" ~ ",., ... ...,...,,.. N ... ,~.,.,. '"" f"l ("'" ~ ~. ('~ 14 .': 

reques,t1ng"'-:s11a1l'ar-'-updat'11lg- 'o!' SONC$"Z 'eost3"1"or' 1t:~. 20 ~-e'rc'e'nt-'zbare' 
. -. ~,.....",:I,. I.''''''''''~'~f;'''.''''''' ~"'~f'_"""'" ~~," .. o.t_~ ...... - ",~"'!,,- ......... L.~#Jjt'; ~,..,' ~~,.J"'·""',-'V'r'::c·.,.. or- SONGSJI 2·.~" ~l_II .... ,,,, .• ) __ i'~ ':, .... __ ........ ,;l_ ..... ,~ ...... - .... ~' •• l...,.l ...,;' ... ' ....... :.~.~ ___ """\t..,.,..t .J.,I .... __ .... ~/·, .. .Jt.~ ....... 

,::..:: ::'j..c::: :6ri'~eto~ ::Z,':r ':1983~~Ed1:;oii' ii{ed:~!A:.8·3:"¥ri:;'''3·6; :rique~t1rii thaf' 
SONGS: ::~ !:'be:' :g£'Ven) ;.slm11;a~ :ttfArA'C;' t~rea t~ ':tram ~he;. :c'cj1)'7 -f:ir:: SONGS:~:'1: ;:, 'i ',:':::' 
thN>tigll- D~c::embir;3" ,':':f.9·8J+.'·:~~'l9 N'C>vem~·I(.',:' ,~'8:3: s'Iia~l"11:ed:: 2.~l:;'::' ',:~ 

A.83-jj-19 for MAAC treatment 'to%" 1t~ 20 percent 1ritere:st 1n!SO'g<j$'!"S:.':.' 
:74".:.:-:·:niese ·matt~~~~m::W%l:sO:l-i,dated~?or:.!hearlirgz:. ir;(Pha:s';~~1:e.· 

'.' 
- 95 -. . 
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A.82-02-40 et ale ALJ/jc/rr/jt. 
... , ... :!;) j~-s0-::2'" .:~ 

.. ,,~ _ . ... _,..'.-t-I' ..... ,. ...... ,_, .. \ ..... ,J'P."', -.\_ •• ~.,.",..,' •. ___ •. ~._'7 ... f"~~ -":""4,\" ~il"'- ~)_'.--'t __ ',.....,_'~ 

5. II:!' D "8"4";0" ~O'3l{ (!a"tedV '".';;£nali:iy w "'5;" r984~" "an" ord.er'mo~:1riing· ----
., .... "', ."',~ I_'~" .',..._,...: ...... ,""c..,~ :.~~."'-.,~ ":'; .... :''!;.\ If,."",. ............... l'",~" ~, .... ~~ ~: i--,~·t~ ... • .. ~,~~~ 

D.8'3'-09:':'-C07' an'<!' deriyi'ng- ·re1lear·1ng,w"t.beCOmni:1.3"i'!'o~n ·re(iue~ted -tbe ~-." - . ~ 
~arti;:s~" ;1~ t:b:~ ;i;r~~:e~i-ni :to;;;r1l7 ~~ref;~ ~~ ~h-e:ih~; :t':h:':d~iei~id":;~' ~~::;. 

.. .., '. lo.., ..... ~ .. - ~ .... ~. ,. - ,.~,. 1'\ r .. ., ") .... t'~ 1; ~ .. " '"~ c. ':':V ~ ~ ':1;:- ,.., :,..,.,...:.. , .. ~ "./ .; :...: ::. ~" ,:,,: l::"' : ~:J 0 , ~ :, ~ ~ .: , t: .c ~, ~~ ~. 
deb!:t""a:cc'O't1%l't1'n'g~ 'a:u't1lo"rized~ in D.8~-O·1-03'4 'eon3tituted retroactive 

.. ~ .... " ... "'" .... ,,._ ... "J:r ":-"~I'""~n","'·I.,.~,,... ...... <-,.,#JIr "" • .... "~'l.~"'"...,t'-.l.. ':' 4',,"~"".I"'C "';"... .. '1.~ .no-CIA"':";"" r:,""'" rate.ma"ki .... n ... g.~ \"... . ~ .. ' ..... _ .. ,.'_·.." .. I.~'w''" •. ~,.· .... ~.,v ....... _ .. '~_.",.,...t .,. ~,' .... Ov'.,._ ............ - ~- _v - . ~, ...... 

.., , .... ~ ~'.'" _.. ", ... ",l ,.. ...... ,.. ,...... .....,..,.~, __ r ~',..,,.' :.J J-- ~ 'V ,.. ... ,.'.to ........ .," tP,:' ""I A< ;:' ....... (1M" :.' ':~ ~ ~ ~j ;, .: ~ ~ ": ~ ~:: :.: ~1 ~~ .:: 

.. ,.I .. :6:~On 'June'" '1;1+;:'f9'82-~~'the 'A'LJ 'i'~::'ueC1 a-ruling :setting a .COD 
:~~~~:~r-~~~eN S ~=~~~ 0~~ ~c y=?~:~: ~~; ~2~~~~~~ ~~ ~~~:~=~::= 

criteria tor SO~GS 2 which wa~ ratified by tbe, Commi~3ioD by Minute 
'/ ... - '.;~ :-::. +'-~_. ~\': c::' c· :',. \~:-~ . .:; c : :,,, r~~ ':"': ~.,:::::..::. .-.-~': "Sltt- .... ; .. ';:) ;-.~,= ,:" :.;.~ ,'~~) ~ -t· ~,~. 

Order 00 July"2,? 1982 and :subsequently confirmed ~y D.82-09-111 • 
. ~~0'!:~:~~:~ ~::~ ?V!~~~:70 2~~~::~~ :~0~:!~ ~5?~S~O!~~~~~ 

1 .. On August 8" , 983, Ed1,son released SONGS Z to, the :SY3tem 
""", ~ ..... ... ' .. ,... ... ,,\r ,.., I\, "'\.f .... ,.: -.y ....... '" ' .• ) ....... _ ,...1 oJ. .... ~.,. .• r ... " 4'!. ,... ., .. .to,o;, ,..,;", ). r .. ":: ...... ,... ::> Ii.. • .-:0. ,~.~,. 7 r· "\~'" 

d'1"spat"chie'r "-('Jr' t"i"rm o~e·rat1o·o..,~ 'ailCf 'tr1ggerec("the'" :iia%it~-1n ',service 
., ,.r ... .J........ ,.-;v ",. -:", ... ' ..., "" I""r ..n '.~.: ... ~"..t. r\,.. - ..,,~. ..-- 1'1 __ ,:.. 1.1,-:-'" "'" " ~'1 i"" ~ '-,'" 1"", .. ".., ;: ... 10.., .... .-, 

date aeeor41'ng"to FE~C~ae-ceuntlng·iul-e:". ",- . ¥,'" -".... .. ~ - •• w ~-" ... "." 

,- "," 'O' ". ...... I"~ - _ .' .:'..' ,oo' ." ,.,.1 .... ": .... ,' '~,,.., ,'t ~ I' ./', -. ,:" .. ~ -. ~ t-.' f .. ,.ij ... ::J r:., "'" ,. •. ~" ~ 

8.. On Augu:st 1'8~, .'1'9'8:3"~-'"sONGS '2~ eoml:)leted'"' 'It-:sZ"OO""..;hou-r r'un -at"'-

1 00 percent power the:te.bY.::: :a:e~l:~v:1:%l&-t:h:e; ·C.Omm1s:si¢n: '-COD cli1 teria. 
9. On September 6, , 983, a Commission staf'f member:- VI:t:si,t,e4, ",,,"'':: ..... _... .... -," . ~ -... ,' ....... • _M~ ____________ _ 

SONG~ 2:=:a~: .~.t';if>!J,e.~ ~~ :SON9S) :2.. ~~::m~ ~"he:-:C~mzzr'~"1.o:n· '%.: CO))" 

cr.1.ter.ia" ,on., Aug.U3.t· .... 1.8..,.: 1.9.83:.~ ... , '.' ", ... ,': ".' -,r, ,.:." ,. -.: ",'~ ;"", ,-""'''''' ',--,.,"'; .,. ...... ::: .:\: :.~' 
~......... ..." 'P' ... • ..... , .... • ........ _ ..¥',to ... '~ .... w _! ~........... ..J __ ,.~ ___ , ....... 10.1' ...... ...I ..,., ____ V _ ....... A.-.I .......... ;;.;! A~"" --". . ..." 

1.9 .. ;:.,~: ;9.il:, ~~t~e:.: ~1" ;~1.:9~~.:: :;~~:. ~~mm'i:s~i~on; ~i:~~u:e:<1 r.D::.:~'~9~1.::~ ~ :.': 
authorizing Ediso~ a,~d.,; Spg,&~ ~::'~~~~2-:1~~,~~f:;:,'b,~n_~t:;g. ~~~t.:. ,-:, 
proc~,,~:S~; .t5>:; .. :e!.!~~~: :.c~~~Zl: o~~p;: ~~~ :~o.r;, ~.-1:r:~ ~~ctA"'Ve 
1ntere:s.ts ill SONGS 2", ,. , "," -' .• '.~ ... I' ('<" ",~, • 

:'I~(~:" :.·~.,::.~ ..... ~· .. -~:~· .. /.:,:,,~~~)~,"~,:,,~c,~ : .... ~~, :::')::':'::~~'~.,~::.~: -'~'-:' ~~,,:~ ... :~~..w: 0:' t.t'fl'-~y-..:,...". r~ .. 

11:.:~ _ ~_ :r~~.~~~~,!~ :?t:. P"; S.~::P:9-p~1~:;, ,~, :C~~.~J.o:."~y~~~: ~~}J~l~~ 
th.e, ,C.OD •. be . .me.t .»:r1or, t,o..,..the~ ,1.:s3uanee,,-o-f I.this... <1ee1:s1on,1" J.,t., . ..13..,.. ). .... ''l'' ~ ,,-
J"·,~· .. c,.~I:_ .... ",.~ •.. ...) .... , .. ",~ -..;""_ .... '-'_ IJw4.,.oo· ... ..,' ............ ( ...... _ "' ....... (.'"':,.1<_ .... _._ •. _ ,~ .. ~_ .... ""' ... _ ..... ,::.- .......... "'- .. ,..,.'-~ ~ 

rea:sonable for a~plicant3 to continue accruing Allowance f~~ ~~ '::' 
U,sec1," D,uring. .Co~t:r.uc·t.i9Q:> (AFUDC).,. on.. SONGS; ~j .inve3tme.n.~,--ea.p':1 tal;ize 

..... ;"',,, .... ~ ... , _ ....... ' .... ,",' w • ~ '. ...... ... ___ •• T. .....,. _, _ _ .. .,I , __ ........ __ .• ' of' I _, .. ' .... ., oJ ... - - • '. 

opera t1?g.:~.~~~ ~n:~~ :..e~~~:: _~, ~ ~~a"n'y'::_e~ne::g~<:s~n:er:a ~~~ 2.: 

by SONGS 2 at, avo-l,d-e<b eQ$-t- ,to,.; the....w.ork,( ~~er :unt1.1 :MAA.CI~rate~ be;com~~ _ ..;. _.... "'" _.......,~,.J _...:, • " .. WI _ '" ' ..... .... .... I ~ _. ...'~ '\<0, ,. • ... ¥o-........ . 

. :::12:.:.f.~~.: E~~~:~d:c;~~:.f~~~#.;;~~~i~~tO;r ~F,-e~~ri.ng 
reque~ti::lg, among otber th1ng:s? a modification of Finding 19 to, avoid 
con~liet:s w1tb FERCaccounting regu~at1olls and. the cpcrc in-service 
date byauthor1zing deferredde1)1t aeeount1ng rather thac'eent1nued 
accrual:s in the SONGS work order. 

-...., 
-- 9-6 --

. .. 

• 

• 



.. 

• eomm~c1::a-J..' ~~;t1.O.n~'>cO)l: :A'TJ~ ~1S,',; 't9:8-3.",!,::.G~ ... ~o ~:"l :::~-:\;j') ~.: ;::;: -::-:::.;. 
14 _ Tht- ~:st1mated eo:st o~ SONGS 2 & .. ~ .:i:50: tl~ ;~?::~1:m~~~:j~-::.:

::greater:;.:'thJin,.~wh~ ~-e: :;p-.lan:ts:'W~::r1·z:~~ ,~.o~<1:-; ~_~ :;: '.:::: 

'":, :,.l5:- :::::A~';2,t:he: e.u~n:t7~~3~1mat.:e<1:j,.cC>.3:t; .. ~~N~~ 2;".~ .... ~.:w~~d ~e.p.r..~~t 

about 40% or the ut11it1~:;\ x::a~~,:"~~~·z:· .:: :':'::::::0qC;i:' .:; ~.::c.:::;.::;, 
.. ~~ :~.:: ": ,~~,. -;, ~'!':h~:,~:a~t,a;l-. r~cov:e·ry ... .protile- _or, ... eonV::e:nt-.i-orlaJ.....rat~mak1ng 

...... . '., ., .,' • ~. ..... ~ _ 4 ...... #' ~ ___ .' _ ... ~ .... ...,. '.., .... ~-..,I... ,.., I,. .. ~ C>." 

~eomes increasingly. ::rt:~c:t:~J.~<!e:C; ~i:~l:I:.~~t7.~~::l:,~v~~,::,-:,:,,-; ~·~.c 

17. Ul ... C¢mmerc1J3J.. nueJ.ea.r.,:p~we~~ pl.an.t3 .1n. ,.c.a.li.!;ol'".:li.~ ,hav.e .... 
- .- t' - ,. ".". ..... ,of,,',," -:.I ~- v ...... _ ...... ~ ... _ .,,' loo'" ' __ .'. __ • ' ..... ~ _ ........... ~ , J.,.J ~I~" -' _ "'" _ , ... ~ 

:Sllf!ered-tlne~p~cted and.;:s~~~~i~~~ ;:?,~~~g~~:, ::;~~;:: ::.<: ;'; '!.:''; .S:: 
.' . , .'''' 71:S." -At. the- 6.t i.n.f"lat.!.o~ ,..a3~u.med ..1n ~the. analyse.s ,=submU ted,. .. 1:n 
.~ _ ~ •.. -. ,_ ~ iI.,,'.. ~ J... f. ~ _ ... _ J _ .... _ ~,. _ • _" .. ~ .,.! "" t,;,'" _·w .. , _ ... ' '" '':' ~." -_, .. .1..",. __ ~ ""' ..... ""'" "" ~. 

~··.;~thi:s procee41ng. ,·,eollvent1onal-ratemaking r.eqtl1r~3 eu%!::ent. ~ratep~y'er~ 
.. • •• '. , ~ - ...... ' .... - ....- ..... " - ...... .. ......" • "' ...... .' • .... _ -' ,;,:.;'... .. _ ; ",":.1 ~::i :~'i';" ~,.I .., 

:t~ paY: ~ mu.en' and::l:at:e:t:' ::.a;t.:ep'ay.e~3:::to;~;31: ~~ ~~~~''''~J~t::\v.:.e.:::.t.o 
ttne ::-:'t>enef1 ~·s( .. tbey:,'\e'!e1ve ~"'" i. - ..... "' •• c·r •. '" "" ,,'.,. "'".' ,-,,4 ",":- .... , ; ... '" .. , " ............... -"" .. .". ....... , . .."...;"'."., .............. 'Jif.,.,_ .... ' ... ___ ~.,.. ::I,:j __ ... !:.':":~Cl\"":~ 

,', .. - . :,1.9·., "lih1le, eonv.en U-onal ,..r.&temak1ng.rilU tully., .. r.es.ul ts. ..1n ~b.1.gher 
..... • ... ," ........ ,,,._- ... ~-"'\ ... ' ~' .......... W' "",~ .... _ ._ .... ..... ·,~v_ ..J.~'" .. , 'flll_II.A..." ' .. _ ............. , 

revell~e;~equ1rement~ 1n~~u~~!~£ye~r:s~~~ ~~~u;~~=;~q;~~es:~~~e~~;. re-
~: ~u:i,r..e.~n~:' ~~;~l)~~ :~;; ~~ ~-;~~,d~~:t:~,~?.e~~<?~~~:.::~:v:e~.~en;~-:;~~t!~~ 

eost:s 1neluc1e<1 1n2~~~~ ~!-~e:,.:..:.::) v,,,;~.:-:~> :'zs'=~)~:2:'~'!'''; ::,:~: "!.~ =:.;~~-:e~ 
':<: ~:::: ::020:::: l.wI.t~ probable .. that .. O&M::expe~'s . ..fQ:....sONGS.,.2.;:& 3-"will 

- ~ ., 'l. -' .... ..1. u ... .1 .. " _ .... _ -I " ..... ...!.. _ ........ ,.. .. ... \,,:~ . _' ....... -~ ... ""Ao ..... , __ , ... 1,,,, _. , ... .,.,. , ': • ..). 

1net"ea:se!,.over.::~1m~.:.:' '::'~(::~.::.:.::! !:t"'::,: -:::::: .::~ :::::'~,c'~:.:; ~::.C ~::'DC:;-C':J:'; -!!'::~ 
21 .)"':f,:l·Zle:r~,8'!I~g::O.~;:~o.~~ ::.~!~;,:-;he ~rre~~. :~';~~~.~~~~#~nt

loac1e(bnat~re;:.,or ~~nY~.n.t:~~~;r~~~~~.?~:. o~;:;'!l~",:~~~1~~1l~?~.::~~~~.::2 & 

3 ~ to .:t:'a ~e 1)a se ... ".J....... "'," , ...... ,.... -...,r'i\, '. ",~~1'",,.. ,.,. ""'''''' -,"- .",...,. ... ,.. ".,- 1"/""" -..~ I'¥ '!..,. jOIo,.._.... .,. ~ H-' ~I~ ~., .... _ ". k, . .. ... " .... """ ... J'" __ .. , .. _'-" ... ....... _""'_,,,J. ... '_-.r ... _ ~ ... .",,,.t,."" .J,..,t~ _ ....... j .. ,~~I..;+_&,I 

22. A rate'nerea:se o!$300 :!llion tor Edison {eq~~~~;:~~~to a 
6l. l)ereent iner.ea:S.e, .!n_ ra.te=s~ r and,. a~ .eorre3pond1ng~1nete.ase ... of$SJ+ 

~c' .~ ..... , ............. "';."",."' ... ,,:-.,~ 'l-l ..... ·ojj.+ .... ! ... .,f...,,~_ • .,/ ~ ..... """" .... .'_.4 ~,,_'-:.J<.,. 1 ... _ .. '10;1'#0- .,,!110.,; .... _v. 
m1! 11~no~o.::.:~pg~~;.,~ ~~v~:::l ~n~!.~~51~:?~.:'r~;at;~.::??~~:;~o::~~~:~e::~~~. :? 
are reasonal:)le.~ ...... _ ... ~ ._ .... ,,1"' ,.. .. ~~, •• ·.~.I ,::.~',..",. -.~_~ _..... ..' ,,-. 

_·w .............. __ -. .. _10"" ..,; _ •• -,.. .:.' ........ w'_ ...... - ,_ ..... ~.II. _ .... ";) .... I'f ........... j,,~:; . ..;_9- 0'1-". -!~~,= :'CO~G 

c~?3~.:.:: .:rt;.~ ~~v ;,,~~~~c~~;~=. t9~~~~=~e~:s~ ~c1::~~2:S ~~~C ;::,~E~e·. ~~;s..,~pp 
m1ll:i~op..~~ :I;t :·j . .:s~,';-~!l~?~:?t~~ ;t:?~:.~nE!e.~.~:C'~qc~;~~:.~AtC ~r~~~'l~Y c~S~,:~,o 
mil.l.! ou.. ~ :tn., propOr.tion ... to,. the,,' owner sQ,ip shares of the two, utili ties • 

.. ' ... "rIiI -- -.. ;,- .... ........ • ~: ............ _ ••• '. _' •• " ...... '..... .. ;:... ........ "- I..i. ........ '\ \:,.. .;.. ':.' '{ ;,.. •• -..... ':~ ~ .:.J: (;;.; .. / ,;.:: ~ '0:> ;~ c.. ~ ... 4 .. 
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~, 

."":24"):: :rt:: :tsi2rea:s"onab'Ie: ::~ :ma1C~ '~t'h~:ra.'t;.e :eha:l:J:ges: or4ere<! ;"1n tbis '. 
c1eei.sioc· ~rrect1v~, on Jarlli:iry ,.,:, ~i9'a:sr~:'!n :ecQ.'r'¢~na~11' w~~--O,th:e:~ 

"'1·":.1~~'" ... " ~ .... ,.~ ·~t~ ,"! ':::- ?~.~;,...,~ ~I'""' - ...... ..,,., ~ ...... ~~,....~ .... ~, ~~"""" \'" 
pen~ :ag" ~uanges . _,n- ra' es..... - .... CI', oJ'.... •• -' -'~ '- "" -'~,' ~ ,;,'-...... ':";' .~'... • ... " 

25. It 13 reasona.b-"!'-e :t'.or:U!'son ::to::mO<Jtty.' th.e:'.K.t.tC:ta:r1"U·"'to 

: ::~eOrreet ~~''tiri:rr: t;:~t'orm:rlt'n;:the::ec~e:~ !a:ngua'g~ ·U!;ed in 
Exbibit. 8, Appendix D. (See:~A1>Petid~x: A~~;;:':':~::::::': :;;.::.; ":0 ':::c:.! ~::::;::,:, 

;::: • .: :,' '"2"6/ (:"The: ~iCt ~ee1:ii1l1:sm ~pr-0V1-:rJ:e3:~!"or':.an eq'u~r i:sba:ri:'ng ·i:;f r1sk~ 
aXld bec;-rit;''''O:etveerr::nt¥iia'fers' an'<.f[~~'rebo1~ers:': ;:; "::,-:.,::.:: ;!';I=:: ~ ~,: 

Z7 • It is not reasonable to increase ratepayers't r:t'sb":'iii(i:; 
reduce·';'har';ho·fd.~r~' ~sb l:>y ~d'op"'t:1ng :'30"': cap. ~On: ::-tb.:e' 'ia< "- ~ 

28. We rind that thecianguage.':conta1ned 1n':D-;a3~09-007'::'an<1,:: 
,'" '.. ............, .... _ ..: .. , ~\. ~........ "" ..... ,. .• __ '.. ,.'~ I""" ,', .. " '. ~ .... ~ ....." "" ," ta ~ ... ~.. ~.\', , • "I - • ' 

'Resol'U"t1on" 'E-1'9'90' ;~elat:111g·to '~~ '-1nt~et1'Otl' or 'rCF' Wi'th ·aR Zleec1s 
:::-: "to'::'~ ;:"~1;r1r~~d .':~·It,:,wa; not~:the: 1ntent:£oc':-or~the -Commi:s:s1on to::have 

: ~dUPl1:c'~t:!ve ,:~a:l=t f~' urid~~':tll<e ':'AER' "·a~ t'h~ :TCF-;.-- ~ When~ SONGS!Z &':3 

production falls below tbe deadbanc1. the~"50"~rcent;~naltY~:shouJ:d 
.. ,I. ~,' .,.. ~ '" At, 'L .11'" 1"". .q t, - ... f • .. 'II' ... ', ... >'. - ..... '!. .. ' ,-'400 .. , ~ ~It ,..., ,... ... l. .... ..., " • • ..... ... '"' ... 4", .• ~. • _, .. 

. awly 'only ""to' the-~EeAC 'l>ort'ion"'ot' "tbe --repl"3t:"~~t' energy cost. Tbe 
,... - .) ..... ,"" """'"r'.......... .... '-" ....... ' •• , ... . il • .. .. 

, . AER 'W'01.f!./!~·eomplement-the TCF';by~·taldZlg:': care or" theA, rema1n1ng::~O~',; 
'. ," .... ~ • '; .... _ .... ".r oil .. , ... ,', .... - "r '... ~.. ..... ... " ~ .,.. -, :.., ", - ~ .. ~ ~ .. oj. , ... -.' .. r I'~ .... ~ .. .,.. • 

J)t"1'"cet:.t" ot' -the' -re-pla'cemeut -energy ~'co'~t ~O'r E4'1:5On "a!2'd t~i'e '~ma~n!-ng 8. 
~rcent ~r the replacement energy eo~t~:'ror SDG&E:;": >:-,::,:.:.:.:::-::. :-:::c: 

.:.~ -29.: ,1te;,i~ee:meri't" '~eriergy':e03t'~' ;'e.stiit!'ng ~:rrom ~rat101iSouts1de 
the rJead'band and sul)ject to- l'CF are subject to' t%"ad1t1onal:EC:A.C::':: 

......... ..,. ..... "",' .... .~ ... ' ... _ .. " ~ """',#0 .... ,.. " ~ .. "'f •• ! .. 1. ~ .~. _ • • •• ..... '. It _ '" ~ 

-,. Teasona})l'ene's:,-rev'!ew' - ··It 1tould ;·be ::unrea~¢na't>r-e;;to-:rewa%'"c1·· ::. 
,. ':. .':~ "'"' ".( ' .... f"." r'\, .... ,~,o-'~.J.. "" ... .... ".. ,fifO' _ "', .... • , _ ..,I. • ... , 

. ·'applicants" ror-'1mprud'ent'w aet'1'On:S'~'wenf':;opoei-a:t'1on:s are!"'oub1de:!'the': 

~eadband and require r~asocal)lenes~ review only when:ft ~sZW1thin the 
... ~ .. "'~I",f"".ff·""~r:I)"i .. , ....... ,.~.~ _ .... ~" """,.~"'r:.,," ."',~~-,~" or ...... , ....... , •• ,....,.""';-,.:" . .\1 _. $'" ......... c!ea'd'b'and':",,· ~ ... ;'._ .. _.-.,,1.,.. .~ ..... ""----- .1,.. ..... :. .... ;.'.,.,J '-;., ..... '; .. ~,' • ..; ..... ~·""s. t""l:, • ..::, 

::.,~'" '"',' ... r, . .,. .~. ~ ..... ,.. ,.... '~ .. ', ~ """ "' _ . " .~ ........ """ ... """ _ t ... - . " " 

'.', "30; ..... ,.be·"'!CF .. 1~·' bOth" A'"'ifsk""'alloea'd,on:: me'Ch~'niS;~ ;'nd?'a':>':: .: 
': :. '7'\ ?,~"'l'~~? .'.:,""'. \"""',",jI\ .. ~ t.~..:"~ ... " ... ", ..... • ~"'". .... ~f'!",,'!'._ .-'~\oI'.I_ .... ".. f"-" .. ~,,...~ ~~""'" ,..,..,..."'~.'._ 
~ performance l:ncentl.ve;w We'ther~£ore"f:.nd'lt reAsonable"'to"~-~ --,-

adopt the two economic m~ifiers which -;>ermit 4'01:>lieantsOto':':' ;,,,:., 
• f ,.R~, ".)"1"'. "": .... ,.1- ~ .. _ ,..'. f ',J ,,., ..... _ .' •. " '., to.. ".,. r~'" __ ', , ___ l1li, _" ~ , .. '""'",... 1-"..... .. _ ,.."... 

"reduce. output'" from c_ SONC;S~ 2 , ... , 3 -darinq: those'- intervals" wh~nr- to . 
. ~ ;,. ~;::~ '" ~ : ...... c' .... - .'-·.fIIo1 :.' J~ .~ "/ Ir "; ,fit, ~ .-;:- " _. ,..,...;...,.. ~ ~ ~ .. \ I' ... -.' .. _ ........ ~ I" ... • ... "", , , ... 

_ do ~ '~roduc:~s a',' ener'Q~( sin~olV'"' to'meet systenr-'demano 'Which~~s-"'::-: 
{ '(:~., : -; -~ ," ! ~: ~. " -: 1", .... :; "~ .. '. :-, ~ '- .. ';, ~., ,'-., -' ... - ~ /', .... ,.... '"'j _ _ r' - ""' ......... av II" ..., .; ...... , ..... " ~... .. .. - "r-

less costly to ratel)ayers,~' and~wh'icb" remove ;'the~poss'l.bl.'li t:y-' of- A.' . . .'. 

a 'rCF penalty when Eaisonresc:hedules a refuelin9 Oata94!' for 
either SONGS 2 & 3 when in the best interest Of 

- 7~ ·98 -
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.. ., ..... _ ~.,.."-._~.,,..,,_':":;.. h _~. ~ .... ".r~r ..... I_~ ')0- ..... ~ ...... "...,....(', ....... ",,,,t r('!',~' .. ~ .... ;. ... .. jA ..... .,..(II1Io"""'.. '1 

ratepayerS' .. ~ "!he3e' mocr!r.1'e'r3~Vare"·subj~"c't· t'o·"tlle~' con41tto~3 :J~it f'ortb 
• in Append1x B ancLbe used only to ott';et: pe;altie~~.:'~':·2. '"';:c, ~:; :::- ':.~0C' 

, ...... ~. l~_ >~ "',.. .... _ ··.·eA. ........ A "-"., ....... ~Jr.'I .... _.",._''I''~..t.~>I, ... ,.,·~J .. _f''oI' ..... ,. ~.,....".",.'"",.,.« . .,.":" ~ 

-'3'1 ~--'-tt 1s'·reas'onabl-~r-to· comput-e-'the--Capac"1ty' -;ri:ic't:or 'to'r"-:CF 
• .. .. "',I_ \ ....... ~~I #l. ... ,', .... ..,.. \''' ... ".,.1 ".: IJ ~". .~ .1, ....... ~ I:'~. 411 ,. .. 1.". _t,,Alr -Ii- :','" ;; '-1' ...... ,..~ ". 

purposes separa tel,. ror' "e'a."ch·utnj;ty' 1l:i" pro-port:tou" "to"·each· ut1.'l'tty" ~ 
~' .. _, ... --~';. "'!*, .,.wI·.,..,-.., ....... ·I .... ,· .. ~'_.II ....... w.·,.. ... ·~ ....... r'."f-'''''.'''-,...'''',... .... · ,1"'" .... ,...". ::-r:;""'"". : 

ownersb1"~ share"' 'a:::id' !n'" l'p"rOport!on "t:o" ·the~~~ro(fuet·10z:("talc:en. 'By having 
..... -,.... -J4-.",\. r:--~ 

~eparate calculations eaeh utility would stand on its o~~~ld 
rio-t:' :";.i ~~a;~e~: ~o?.;: ~~~i1;e-'i;' ~e-=e~';;e: -d~~:::i>~¥tn~~ iai1.:i~o ta1ce· 1 t$ 

~" ... --,- ''''''~'''''''i,...i'; "'';',A'_J;''''J.JII''f'- ¥/ .... ., ·"'-1 - ... ,..,f,,~r' ........... '-t .. t_ .... 1\ .... ,.....,.,. i.I. __ • ~r . .,..\i •• _ .... __ 

share""of"'the'otitptlt-;-""- .. _.,.,-- ,~y-.-~.; '--',.',.'- -"'~ ...... .J_"" "' .• _-- ..... _,,, 

,~ :: .~. ~ c :-3"2~ .::' ~ =ii ~i~-- .;;i'sO'~~~~~e:w ~o= :u~eo~~~; ~ir~~~:frt .. ;:ni :;r"":i:,:zr tr.f tor 
• , ~ ,Jr' ~ ~'~:r~? ,-,.4 

each. unit or SONGS 2 &' 3 tor reF 'Purposes becau3e or' "s1mp1.1~e·it:y" and 
" ..... " -- ... fIIo _ : ... ; .... c I: ~ ..... I, ,:.., b. -; ..... "'"' ~,.. .,., rl, ............... ,... ,-,..,...... r: ...... ;,.. ..... <'J,'" ,.,. "';'''''' .... ., .... ,.,.... c' 

,the' ·tact' that 'tb'e 'gro's's' ·~·t'itfg" cfoe-s,l'no'tvary'wItb ;p'l:ant"loa<f.-
33. It is reas'dn~:;ie:':to::u;e'~a:~eom~-iete:-tl.tel ~eYel=;Y~ the;::::,,2. 

a-ppr'oirta i;' <;~eor~ ~~~::;,;;i' -io ~:e :u;;e~1:n' ~om:pu~-{r& tb~ ~CF· r:W'~r4 or 
._-".. .. , .... ,.'fI>r'""+_."._ -:. .. -",,:~ f' ofIo ..... -tIi'I_~. ,-_ ..... ,,"" ..... 'L-.,._ 

penalty since it re~re~ents a' ~atural'"cyele·." '1'he.l·1"1nt 1'ueJ: 'eyeJ;~-
.I'.~' ',,', ~~. '"'1' ':" .. ." '. \.. ..... t ," - r ,. -:. .. ........ ~ .... .. .. ," ......,. "'" ........ 0"-1 .~ ,. "''-'' ~ __ ~"., Ii. .......... • :"0 

tor e-aeh"un:t't '~l: 'be'gj:n~ v!tb-'tbe" COD -tor-'eaeb~'uni't""'an~' 'llou'l'd' end. at 
",· ........ · ... '·1,..' 7-'-' .,. ..... :; ."..,_., ........ ,.. .. _"",.. of\.,.. ""'.'\'",.~~ ... '''""", Ifw.",I ... 1 .,..._ .... '.t.. ...... ~A,. .• ·' 

the time th"~r 'r'e'tue11n'g outage: ·'ts·'·e·oU11)!:et"e·4.-" "A·l:l·~$Ubse'«(Uellt 'eyc-l:e$' 

':wouid-'';-e;i1~'':vitb'; =tb:e ':-:5:ta:~t- :;1) '~ir~ri' :~iu~iih~ ·idr?:t~t ~e~~e.* s· 
~'''~-':=~-='~'''34:' \i't:':i;::r;i;~'n;-;l;:+Jd~;~~p:;: t~~ 'iCi:pr/~iiur;c.tor~~C;S;:~:U 

• 
• '~",.""~" .......... ".,~~ .. .- ,.,~'" ~." ~ ........... ", .............. ro;' ...... -:- ............ .. ac1ol)ted tor SONGS Z;_·", .. ···• ." .... _.,,'.)~..J .... .., '.' ........ ~ ..... - .................. ~, .,- ,.I •• "" .......... . 

2:~·.'~t":' ..t ...... ,..q ",,~~. ~ .. ~'J. IIf'-f:"· '" P\a. .... , """'~ <I, "'" ,14,. " ...... 0'*-. ~\ ......... ""',=".',."....1"'1"".11\1"* ~'-"1Iw .... ,.'Z ~ ... ..., 'Conc'Itl:!l1on':!I' of' L'aw' .,~ <:,: ...... "., ........ .. ,:) _..... '. - .... ., ... ~-,", ...... .'-'... • " ' 
~-""""I--' -,... ............... _ """, .. ,,. ...... ,. ........ /'~ ~A·"· ..... f,".' ._ ... _,,, ":" .I\'~ "",I' ~ . .I.'" ~".r • "r-",. .. , 

. ""'t': . '"The.! ·Commiss'!'on .... s ·a:e·ti:on- -:t:1' autho'~!'z"1n'g ;'<!eteM-e~- ~4~~1't ... -"'" 
• • ~ ""\ ... ,. '-1 ... ~ ~ ~i ,,,I ..... ~ ~ / .... ,.r "'to 

accounting tor SONGS 2' costs ro~ the ~ri04 from"August'lS:''l9S3;·'the 
l"\j,'Io."'io---,II" .... ~ ....... ,' ... tf'.~~ .... O-~ ...... \,.,.~"'lt"'I.V.- "*'-'-.- 'r--~"-~' -"",~.":':)""-"''''',1),'':: ~,. 

commer'c1a'l'"'opera:t'ion date'~~'te:-Octooer' 8>:1983, ~ the aate- that-rates 
.... ~ ", ... ':' \. .J "'" ... -J. ~ ~\!' I", .: r# ~ It,; 1SIj_'" .......... ,,..... ... ... ~,.., .... ,) 1.. "'.;, ~ ,.--. '7' ',,, ...... __ '" ..... , t... ": rM," ~ 

authorizec1 1'n''"'O·. 83''';09~007 '"be'c'ame' ·e'rreeti"Ve,· weon::rt1tute<t·retroaet1ve 
.~~~v~"": ~~~:~~~8~~:~'~ ratemaking in Violation or PU Code ~ 728 • 

.... ,-~ .. -''"'',.. .... -4> ... , ';.'-.-. T.·,""'" ' .. : ..... ,..' ...... ". .." .. ,,. •. .,., _ ... \."I .... I,.:.. .. ~ ..... ~ e : .. t.:" ? .... :'l"',?' ,.. .. ~-~tif .. ~. 

\ .. ·· ..... ·2 ~.- "For ·SONGS~2'.~ f'or~·pur,)O~"e·s' -of'-Ca'l:t!orn'!'a''"regu'Iatioc'" Ed1:S0t:l 
4·'· ........... ~/ __ '. __ .,...,,* """'-.~' r.(-t41t ....... '\tll<-""', ... ~ ..... ,..",. ""'·fa, .. "",. ..... r.'~' .. ,.. -:;----.,.-- ..,._""': ..... ~'~~ ,.. ..... ,,oJ_ 
''''an'd SO'G&;':~Y "'re'eor({ AnDe;' ~p~K~e~'Pen's:e"s;~~pro1iertY: *and~-pay'rol'l: . -' .... 

tax;;;:'''~n(! 'a r..~;ed£;;I=i'i-::i';;:!d.ei"~;~·} ;;iees'i(}t-"'e~'e-=;iY~r;gi';-;li:t~t:,;:;til 
, I.·'~""""" '~,.·,·r~~ ..,.'-' .. I ....... r.--. ... ',. 1Io¥..:".frrtrI ~,.~ 10,.. ~ .. -<I .... ~ ... ~- .. e~ -¥:-,..,,\,-,.-II''' .... August 18. 198~,. th~ .. COD:' •. -··~A .,,,._.i __ .... , .. , .~' ... - .. -,.;.-.' ..... ~ .... ~ __ , __ .""..:J' 

," ..... _t""wt ........... ~ ...... "", ~ ...... I .. "',"" .. -,-,. ....... , -,", •.• ,1' ......... _'""', -I"";~ .... ~-,~ ~ ... ,,"'''''' ," I 

,,"3".. . .. ··E4i-son 'an4' SDG&~ 1nay"re'e'Ove'r 'the" ruel :-cos',t"s,-' ealeu'!ated, in 
tr "'- ..... ,"1C'-, .. ·,...: ... "'" ~~r. .• :;"'#·.,~-:;":.ooI)"'i'''''''' 

eents per kWh, or' SOYGS 2 ror actual generat'~on from: .A:ugu~~t"-rs-,~ '"1983. 
in tthetr'~e!S~eet1 ;e: "ECJ;C =an4':cAElt ,'" a:edouii:S:'.::' :~n'e-:ra.~t?ion')1r;r1';g: th1$ 

""""',-,' "1,._' ",;.~'.o04-,r "P#,--"",~;",-,; 6-1·" ........ ,-',_ ..... ·· ~·r-'··"rn-,- -..;.. '-,' .. --; .... , ....... '" ... ~ ,-J .... ".: •. .-

~er1"o<r' sb:ou:'4" -no't;'~" "'e"re'4~te-(j' ~at" -t'}{e' u-e:1l::tt·!'e:S·... avofd'ed "'~'.o~'t- rat'e':s. 
'" • ___ '" ,....._ .... _ ...... IrI',.,./ .-.11'''''''',,, 1'''';_ ,..,.~ .. ~.r...J."'~#"~".-'''''''r. ..... ~~./.f_\ __ .. :. ... ::::...,. t;...; I";'~",-;';'" :/ .. '" _ ~ ... W'_ +'~)_ .JJ--..)-_.,.. ..:.~_~..... . .... _ -";.,.t'-.J ""' .. _,N...,; .... ...,.,~ ,::;lJ' _ ..:.1,_ ........ u Jto ... 
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:'.~ '":'::~: J-:-.;. ,~~;.:~2-~:. i~~t:;tb:~ ~~~a..~~o..U~~~~~t:~t,;.e::: ~;:)'-:-:83-:0J:-:9P*~Y; 
begin a3 or SePt~E:"O~:.:/.~,::.,}9.;,8}:;.-::'~':\ c: ,,~,::-;,; ::~,::: ,::.~. :;;:::; ~ x.::;::~,c.~;, .. ' 

" ,,_. 5, •. " .R.~.o:v:er:r .. o.~~ .n,o.ni,~y.e:s/~me.n~~re,l,a t,e4.( .e~:s.~s ... ~may.. b,egin .~ 
• ..".. ..~ .. ,...;. J., .... "'" ___ i'-: ....... ... ~..... -j'''' ,a,J .... , ......... -' ....... .;,J_ .... • " .• ~ .,." ...... ,- •. , .... _ ... _ • ; .. 

" Oe,t.ol)er" 8.,,' .. the". ,c1a.te: .. tha..t.,..AMAlt. be,came., e~r.e.e.~1y"e .•.. ~, .. (' ... " ,.. ", .,. ." #'. ~ ... "' .... , _ _ ..... , .......... ,_ " ... _-.1 ... "I~ ... ..,,/_ ... ' .. w ........ ' •. ; .... _ " ....... _ ...... '1,._ ... _'",J .... ,.v"" ............. '·w ... ' ."'",. ... ,~,..". ... _ •.• i ........... .• __ , 

." _.', ".~' .6;_ ~, .ean, b~" a.e.e~~at.e.4 ~t.o .. ,~b.e ... ~~,q~.1re.=~n~,:s~ .o.~ Ho~ .. an4".* 
., .... ~,., .. " \ ... , ."' .. ~I'.' .• ,_."" "'~-.J-_."~...,,i • ..,....;, •• -:.J ........ .. ' • ... .",,/_'101 .'wl,.~_ ..... , .. ~_ ...J~""w-" .... J,' ... ~ ..... I ....... I._'"" .. , 

Bluefield., , ~ ... '. . _ ~ . 
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The sum ~:~ a;'!'" ~ thro~gh ~,!:d,~' -:ShalJ;. cbe ~allo¢..a:t.ed~ ;::0 ,,;,; 
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~hese modi!iers ·",ould alJply 0:11y to, reduce a. potential pe:::.al tj a..'"ld 
must oe s-.:.pported by deta.iled records a::"t! i!'l.d1 vid.uall:; ju.sti!ied in 
eaeh. case.. For economic modi!,1er ."o.)'T.~the, il:till;.ies a.re req,uired t.o 
send th.e sta.!! c.opies of anj a::.aljsls'-w1 thi:f' 15'·'o.ajs a!ter a o.ecisio:l • 
!us "oeenmade to cO!ls1der extend1:lg the 'tilel cycle, rega.:-dless of 
·",hether the utility c.ec1des to reduee O''::~:Pilt.. The utili ties are 
tu.rthe:" requ,1 red, t.o fur!lish the sta£! .,fi til a. !u.l1 acco~t of all 
actions talCen as a result ot its dec1sio:l. t.o exte::.d the t~el cycle. 

(END OF A?PENDII 3) 
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I 

DONALD VIAL, President, Concurrin~: 

I write this concurring opinion solely ~ecause there 
appears to be come misunderstanding and/or confusion about the 
SONGS Major Additions Adjustment Account (YAAC) as it relates 
to our Phase II prudency decision and level of any under/over
collection in the ~AAC. 

In earlier decisions, we have wisely confined the 
MAAC to investment-related expenditures. Pending our prudency 
decision --in order to give ourselves sufficient time to 
thoroughly review the aQounts invested in SONGS Units II and III 
we reasoned that any under- or overcollection in the MAAC could 
be adjusted when we made that decision. From the date of 
commercial operation, the ,utility would ~e.made whole for any 
investment-related undercollection in the MAAC, including interest, 

~ and ,ratepayers would be made whole for any invcstmcnt-r~lated 
overcollection, including interest. Clearly, the YAAC was cre~ted 
to enable us to start putting investment-related costs into 

• 

basic electricity rates without prejudiCing our pending decision 
concerning the ~~ount to be actually rate based. 

From a ratepayer's viewpoint, it may be argued that an 
undercollection should be maintained in the ~..AAC sufficient to 
cover some reasonable level of potential disallowance so as not 
to discourage the Commission from making appropriate disallowances 
when the prudcncy decision is made. Of course, this entails a 
risk for ratepayers because any undercolleetion involves potential 
interest payments to the utilities if the final inves~ent-related 
disallowance is not great enough to wipe out the amount of interest 
accumulated on the underpayment. To the :extent that individual 
Commissioners may need the encouraq.ment of an undereollection 
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to make a fair prudcncy decision, ratepayers might view the risk 
of paying interest as both necessary and wise. But what may make 

the risk acceptable to the ratepayer is the possibility of not 
actually paying the accumulated interest. 

In this context, tOday's decision places $300 million 
in SeE's basic electricity rates (an equivalent SS4ln "for SDG&E) 
in order to prevent the current YAAC undcrcollection 0: about 
S3S7m from snowballing (with interest) to an est~ated, $700 million 
by the tL~e we plun to issue our SONGS prudency decision on 
January 1, 1936. The $300 million increase in elcctri,:=ity rates 
will still leave an u."ldcrcollcction in the MAAC of abO·~t $387 
million as of the January 1, 1986 date. 

In terms of disallowances in the rate :base, a $387 million 
MAAC undcrcollection would require investment-related :disallowances 
of approximately $797 million (on a two-year accumulated under
collection basis) in order to wipe out the estimated $327 million 
undercollection, including accumulated interest. I have not 
heard anyone in the CPUC argue that a $387 million undercollection 
wouldn't be a reasonable MAAC undercollection to cover potential 
investment-related disallowances and at the s~~e time'place a 
reasonable limit-on the interest payccnt exposure of ratepayers. 

What has been pointed out, however, is that in addition 
to investment-related disallowances there may also be some 
substantial fuel cost disallowances stemming from unreasonable 
delays in bringing the SONGS units on line. A larger und.~rcollectio~ 
is needed, according to this view, to cover :both potential 
investment-related disallowances in th~ 'rate base and any incre<l:s~d 
fuel costs attributed to project delays_ Since the fuel cost 
disallowances could be even la:rger than the investment-related 
disallowances, a $387 million undercollection might not be 
considered large enou9'h. This view, therefore, ".tlould have· uc .. 
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confine the amount to be added to electricity rates at this t~e 
to the amount of the decrease in SeE's general rate case to be 

issued; namely $115.8 million.. If we were to limit the adjustment 
in electricity rates accordingly, the $387 million potential 
MAAC undercollection would be increased sUbstantially to an 
estimated $579 million by January 1, 1986. The increased potential 
undcrcollection (the difference between a 'S300 million and a 
$115.8 million placed in basic electricity rates) would boost 
the interest payment exposure of ratepayers by about $7.3 million 
('at present short-term interest rates) solely because there 

.' 

may be a fuel-cost disallowance associated with investment-related 
disallowances. The increased exposure would be ~~posed on 
ratepayers even though only investment-related disallowance 
can cancel out the interest payment exposure of, ratepayers for 
an undercollection in the MAAC. 

The additional $7.3 million increase in ratepayer 
interest'exposure (as a hedge against potential fuel cost 
disallowances) could not possibly be recovered by ratepayers 
through any fuel cost disallowances, which would be made through 
the Energy Cost Adjustment Account (ECAC), unless the amount 
of investment-related disallowance was artifically increased to 
cover the added interest rate exposure. It sL~ply would n~t 
make much sense to consciously extract such a large amount from 
ratepayers in order to confront a fuel cost decision." If this 
were done, the $7.3 million would become an ~~justifiable 
assessment of ratepayers for the purpose of carrying out the 
Commission's public responsibility. I could not support such an 
acuse of ratepayers or our public trust, ~~d I donrtthink it
would be anyone's purpose or intent to do so in allowing for a 
larger undercollection in the MAAC then per.mitted by this decision. 
Yet it is important that we understand the full ~pact of any 

acceptable level of undercollection when we are dealing with a 
y~C that has been established only for investment related purposes • 
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! believe our eecision to ~llow the "dditional 
$300 million in basic electricity rates to be a sound one, 
quite apart from any risk-sharing issues related to the 
targeted capacity factor. Regarding the latter, the record 
is clear that no additional "cap" is nceeee. to limit the 
exposure of stockholders or to protect the financial security 
of the utilities l;)eyond the 50/50,sharing of risk of f.ucl 
costs outside of the deadband established earlier. 

DONALD VIAL, President' 

December 2S, 1984 
San Francisco, California 
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VICl'OR CALVO, Commi:!.31ooer,. d:l..ssenti:lg in part.' 

I dissent on three aspects of,the Co~ion's deeision in 

this matter. First, I 'WOUld. have adopted. a cap on the penalties and 

rewar-d.s resulting from the target capacity factor ('1'CF) mechani~ .. 
, 

Second.,. I would. have granted rate recognition to something leS3 than 

the $38.1+ milli,on of SONGS revenues adopted by the majOrity for the 

two utilities. Finally, while I wholeheartedly agree with the 

majority's decision to not ad.opt the trended rate 'base ('1'RB) method 

of ratemald.ng for SONGS, I would have been more eautious in asse331ng 

its merits relative to other ratemld.ng options ava1lable to us. 

'!he 'l'CF meehan13m provides for a 3har1ng of the I"'...sk that 

SONGS will operate inefficiently or 1rregul.1rly between shareholders 

and ratepayers. !bat 3har1ng is appropriate and, 3.$ in the past,' I 
endorse it. However, I am concerned tbat the penalties wb1ch migh.t 

arise ,from' ~he mechan13m would Oe counterprodUct1 ve, 1t their: 
1l:cpos1tion resulted in, an increased cost of capital whiell %X1U3t be 

borne by ratepayers~ '1'0 mit1ga.te that ~i'bility, I woulc; adopt a 

cap on 'rCF ,~t1es and, to be fair, a cap on l'CF rewar~. 
A eap WOt..lld have served to reduce the extent of' the 

utilities' eX?QSure to extreme Mngs in ~, themoe.t extreme 

~sibly due to 'oroad shut d.own or<!er.s by governmental agec.cie3. 

lbe express adoption ot a cap would. have 3ignalled to 1nVe:5to~ that 

thi5 ComDi:53ion would not permit our utilities to race sueh, 

uncertainties. Moreover, it 1:5 doubtful that ,the cap, would. make a 

material difference 1n the operat1oo. of tlle 'rCF ~an~zm. In the 
first. place, the 'rCF dead.band. ~ expected· to capture eigh.ty percent' 

o! SONGS operations. Penalt.ies or rewards would therefore 'oe rare. 

And I cio' not expect that thiz Comm1 ssion would under a wo~t' ea:se 
SCenariO, i.e., ~lete 1rloPeretion? res1:5t the pre:s:sures toSU3petld. 
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the l'CF meCban~sm. I would. tt1erefore havel1r:litea l'CF penalties suen 

tbat the penalty would be no greater than 150 basis points in the 

utilities' post~tax zoate of return on equity. Concurrently, I would 
, , 

have adopted a different approaen on the AER-l'CF :oochan1sm~ By' . 

limiting the 'rCF meChanism to ECAC costs oo1y, the majority has' 

eroded the l'CE' concept far more, 'than would a cap. I strong, believe 
,that 11f/ approaCh would have protected. both ratepayers ana·' 
shareholders to a' gr-eater extent than does the majori tY':i approaeh. 

As to the mat,ter or present revenues, It>elieve that a . 

greate~ uncollected MAAC balan~e should have been reta1ne<%. Our east 

prudency reView 15 yet to come 3nc1 the bal3l'lce left t1y, the majority 

to offset disallowances does not cover the range of d.1$ill<:M'atlces. 

which some ?arties have announced that they intend to' seek. ~, 

ra~ the speetre of future refund-" ShQ.lld we c1ec1de on ' 

d.isallowances of any significant mgn1tUde. While the majority' 

apparently believes that 'i.t needs no '1n3urance ~lley aga1Mt it,:,. 
, . 

future timid1 ty, the simple fact is that a ret\mc1 or rate reduet10Q 

my result 10' s1Zaole 'nuctuations in the eompan1es' earnings" 

recordS: .tU.gh' for. the coming year ane-10W' for the next. : A lower' 
amount would have avoided. tnis result. Above all~ we are told, 

util1ty investors':seek .stab1liy. We :mould. ~pect that, ad.v1oe .. 

Furtller, it the C<:rnm-i ss100 decides on disallowances large 

~ough..so. that. rertmd.s are needed, then we 101111 have required 

ratepayers to pay rates in the meant:1Jne wnidl we later- f1nd to 'be 

unrea30nable. Until the prudeney review ~ eon;>lete, I cannot, eOQeut" 

in the finding that th.e adopted SONGS revenue requ1rement3 are j~t 

and rea30aable. 

F1rJa.lly, I bel1eve tha;t the majority decision Paints too -
gl~...ng a picture of the m ratemald.ng proJ)03al. 'lbe d1scU!:sioo-in 

the decision does not mention :several :1.mplementatiOO' problems wh1ch ' 

gr"eatly coneern me. -For example, accurately'determ:1ni.ngthe 
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appropr"'iate "r-ea.l" rate or return and asset appree:f.a.t1on rate for- the 

trended rate oase amounts would be very difficult and would gr-eatly 

complicate every general rate case proceeding 'dur1ngthe life 'ot the 

project. The (tuestion of whether- a regulatory risk premi.um Zhoul,d. be , 

gr-anted, a,., an ine!"'~ in eithe!'" the utilities' overall rate',of 
return or in the "real" rate of :return for the trended portioo of 

rate oa.se, would- also be a hotly coote5tec11s:sue. Further, ,most' of 
the other proolems with IRB that were cited by the major-ity as 

reasons leading to their rejection of 'l'RB for SONGS Will 3till be 

present if tRB is consid.ered for other utility plant add1tion$. . 

While I agree that the IRS proposal baz ~y attractive 
features, satisfactory atl3wer-s must Oe found to the many 3eriOU$ 

QUest1oC3 left 'u.."l.a.MWet"ed,1n this proeeedin.gee!"ot"e this Corlllli33ioll 
should 3eriously endorse -sUCh a radical departure from cut"rent 
ratemald.ng practices. 

As to all other matter'S re=olved in tbi:s order, I concur in 

tile oPinl.<m or the majority. -. 0.._ 
. -~~~ 

1 ' 

December 28, 1984 
San Franciseo" California 

VICTOR c~vo 
Commi.ss1oner' 
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A.82-02-40 
D_84-12-060 

PRISCILLA C. GR:.""W, Coal::nissioner-, Dissenti!lg in part: 

-

I dissent f~om the majority's decision to put into ~tes Edison's entire 

~cquest ofS300 million and $84 million for SDG&E. For- Edison, I would. have 

held back $150 :n1llion in the bala:lcing account as a contingency reserv~ for 

the pending prodency pt"oceeding, and I would have reduced SDG&E's award, 
proportionately .. ' 

Edison clai:Ded in o~al ar-gument (Septembe~ 13, 1984, page 7668, vol.57) 
that the projected ul'ld.e~collection in the MAAC balanci.."lg account as 'of the end. 

of 1984 "represents the total capital ~ecover-y, inclu~ng amortization, of 
nearly 20 percent of Edison's share of the plant investment over a two-year 

period. The Com:nission therefore bas sufficient flexioil1tyfor ,Phase 2 ,under' 

our rate proposal." 

What Edison failed to point out is that by the a.."lticipated date of the 

prudency decisioll, Dece:lber- 1985, the ~eserve would be ~ tha."l 20$ of the 
investment, under Edison '05 mOdel for recovery whic.~ substantially reduces 

reserve accrual c1uring 1985. Furtherlr.O~e, Edison only mentioned l."lvest=ent

related costs.. me Co:c::cission has not yet ruled on the issue of whether it 

might consider fuel cost disallaN.ances in addition to l."lvestoent-related 

disallowances in the prodeney dete~tion.. If the ComQission were to find 

that the onset of plant operation had. ceen ul'lreasonably delayed, it is still 
conceivable that the Co::amiss1on mig;."lt d.ecide on a disallowance of the extra 
costs of pu:"chased. fOSSil fuel during the period. of delay. This contingency 

has not yet been ruled out by the Co:mliSsion.. As a hypothetical exa:nple,a 

disallowance 1."l December 1985 ot 10% of investment-related costS and. a year of 
fossil ~wel costs would be about $650 million, muc1lbigher than the reserve the 

majo~i ty adopts today.. I offer this example as a."l illustration only, not a 

suggestion of what eventual CO=:l1ss1on action Will be .. 

Since Sep~r 7, 1983, the majority has steadily eroeed the reserve 

established to cover potential disallowances in the prudency phase of the San 
Onof~e case • 
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In Decision 83-09-007, our in:1.tial ruling establishi.'lg the MAAC balancing 
account to fully cover accrual of all investment ~elated costs, the Commission 

followed stafr's recommendation to hold the ~te authorization to 48% of the 

annual revenue require:leot associated with the costs of SONGS 2. 

In DeCision 83-11-091, on which I dissented, the majority raised. the rate 

authorization to 70% of the annual revenuerequireoent. TOday the majority 

accepts Edison '5 full reQ.uest to· raise rates to cover 92% of·investment. costs. 
I fear tbat the majority bas 0.0' .... given Edison a.."l. incentive 'to d~lay the 

prudency revie-..... For the next three years., the majority has granted. Ed.1.son the 
highest rate of return of 3..."l.y utility in California fo:- ea."'O.ings on the San 

Onofre facility. With rates set at the Edison's full request level of the $300 

million i."l.crease, a."l.d","ith the plant depreciating, soon the company will be 

recovering il'l current rates more than 92% of recover-y on tlle pla:lt investment. -
With every month of delay in the prudency proceedi. .. .g,. the reserveoarg:l.n 

curtailed by today's majority decision Will shrink as a propo~ionof 
invest:nent costs, because it will have to be spread over a longer ~riod O!'i 

! 

lower reserve accruals, while the plant continues to earn a h1gh rate of re:urn 
in the MAAC account. The longer the proceeding is d.elayed., the lower the 

proportional reserve the ~s.sion will have to work with. This is DOt. a 
proper signal to give Edison. 

The major-ity maintains that. should unreasonaole:less ~ de:::onst%"3.ted, its 

eventual deCision on prud.ency disallO' ... -ances will be ::ade independently of :.'e 

reserve amount. available to eover the disallO'..:ance. 
I applaud this pledge. I sincerely ho~ that the eventual p:-udency 

decision will not be prejud.ice~ by the majority'S ,Pe!"'Ceetage re®ction.ot' the. 
M1~C reserve today. 

Decemoer- 28, 1984 
San FranCiSCO, california 
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•• 82-02-40, et ala ' 
D.84-12-060 

COMMISSIONER WILLIAM T. BAGLEY, ,dissenting in part: 

It concerns me that our discussion of retroactive 
ratemaking (PUC Code Section 728) may ~'e taken as a preced.ent in 
future cases~ I ~e11eve that in this instance,. if the dollar 
amount were much larger~ then this issue would have been the 
subject of much more ~iscussion and. I believe the result may have 
oeen different. 

Wi'thout lengthy analysis, I do not believe tl;le C01,1rt would. 
t • -' • 

find. .this Commission constricted by Section 7'28 under the facts 
betore us. ' I d.o not believe that the legislature inten<1eC1 to so 
tie this Commission's hands in the proper a~ministration of its 

.bligationS a The Circumstance and sequence her:e. involved. do If.ot 
involve a retroactive ' change, and this Commi.ssion should. not so 
constrict itself if such tactual Circumstances were to,arise in 
the future. I would. adopt the Ad.ministrative Law Judge's view'a~ 
expressed in his proposed decision. _ 

~ 
December 28, 1984 
San FranCiSCO, California 

Commissioner-

.. >, 
\, 


