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for Autbority to Esteblish a Major
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Implement a Major Additions
Adjustment Billing Factor and an
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‘Recover the Costs of Owning,
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San Onofre Nuclear Generating
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Iacrease, in Major Additions
Adjustaent Clause Rates.
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procedhres “and “1aLtiaT MAAC ‘Fités. The decisfonialsclestadlished &
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A .

circumstances. The addition of SONGS 2 & 3 to rate base will Be
treated in the conventional manmer. The rate increase authorized
will st1ll leave 2 substantial .undercollected dalance in the MAAL
bal;ncing accounts and will gnable the Commission to have sufficient

ra= oy vl m-v»- seane

LImLeL DiLGA

floxibility to cope w*th poss-ble~disal owance 3hou1d Phaéo 2, the ‘
. ’ . ' vl il :
reas onableness review, result ia disallowancesyof any investments n

PP . e - -~ - —~
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SONGS 2 & Q - : e
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A - ,m/

proportion to the product oa taken. A o onsn oAl JmI

'-';A—u . eH

. - -u
- o e u.w,—-—" - ”

““The decision al :o r4qu that thendefcrred debit account g
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order ﬁéde in’ 5'83-01 023 relating to SONGS 2's’ coats between th? )

COD of SONGS 2 and the date that theé rates authorized by D. 83-09—007
rook effect constitutedilnlawfiliretroactive ratemaking..
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1984 _by_ 2éisen, sDoEz, cizy of $2b Diego (City), ‘..arold
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”%he Su ‘f. goncu:ren* -ep_y briefs were %i-ed by ddi on,_§DG&:’ 
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In D.84-01-034 issued Janumary 5, 1984, an order modifying
- D.83-09-007 and denying rehearing, %he Conzission expressed concern
that "there may be a retroactive ratemaking problem if we allow
Zdison To retroactively record costve Zor the period between 3% -4
certificavion of our COD criteria and either the date D.83~00-007 was
issued (September 7) or <he date the MAAC rates became effective
(October 10). Yo one nas forzally addressed this issue; therefore we
will order Zdison, SDG&E, our svafl, and any other parties interested
in doing 50, t0 bried this ifsgue pussuant %o 2 schedule:established
by the ALI". The ALJ at The preihearing conferen nce on Janua:v 12,

1984 ordered that concurreat openin g briefs be\'i ed no -a T <han

- -
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Tebruary t7;1t984"'.xh~co_curre*t‘ replytriel -'"e~on,Ma*cu 2, 1984.
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Opening briefs were: filed by.Edisor,,SDG&E,.Lity, -audr S" 2L apdon s

- concurrent :reply.briels were filed Dy 2dison, -SDGET, »and- 3’°af~- Sz
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.0n.Juze, 14, 1982, the ALJ iss el a.c *uli‘mg,,s exting 2 CCD.., ..

e I R 4

c*i eria Lox SONGS -2...That ALJ -Ruling was,-azi ied by,.he Comz&sshqn~

Rl » [ P

by Minute Order on July 21, 1982 and subsegue ntly confirmed oy
D.82-09-11%. - :Evidentiacy hearings.oa Prase .l *e_ating 0.

‘-"AV'N-

adoption-of -a MAAC-.cozmmenced -oz January 17, 1983 asd co”cl dﬁd~91 ::;

P P

I“.'““ -7,
- .

April-7,~1983-sabjecthtofrece.pt~of briefs axd. o*al arguzernts ané .

-

further hearings in.-Phagse 2.0n-% -easonab;e_e°s .ang pzudence,o *he

PR -;\ -

inyestzent:in SONGS.2 at soneﬁ.nfu:emdauem.?On August 8,r1°83 gd soa. .
released quqsﬁgsxoﬂfq,qqgvgisya.em disnafche:,fo:;firn operatipn

-

the vlan* "WaS - conside-ed to be phan* in ervice ‘o acco"**‘ng,_;
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purposes.  Ten-days later, Ot»Augus 18,,1083 SONGS. 2, comvletedf?'
200-neur - ran-at 100%, power~the*ebyvach_egi,g he Cozmiss.o* '3 CCD

u-w-.—-.:-vq— -

criteria. —On Seatembe*“é <4084 a-staff member visited SONGS. 2mtc.,1.
review:the-~plant operatzng Tecor dsma“d confir:ed-thaw SONGS ,2.228 met

LR T

the Cozmzission!s COD: criteria on-August 18,1980~ v ‘oo iz rnion

oo .-On-Septexber 7,-1983-.“e~0o~"‘ fon._issued- ~D+ -83-09-007. . _.

authorizing.Zdison.and SDG&Z -to.es5v blish awhnAC~oa¢amc.ng,accc*ngﬁU:
€0

procedure, vo reflect.cer nuoxre"ship

~
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~
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*
s . Zor.sh eir,:e"-ec STTTE
ity VToTLnT.

interests in SOVGS~2. he decision auth zed MAAC _Tates. eq"i?%ﬁ?r:f
Yo the estizated Zuel.savings resulting .lzoz the. commexci tal

operations o‘ SOVGS 2 of; 3206-,u:illion,;o . 21503 dV561.z“g;}}Egj_
foruSDG&E,;gO.ftheoe-to.als,~°38.2 2illion ‘tqggqqe",ed :revenzes 0. .-
cover: noniavesszert-related. expenses. nos _3,599?::9:9r-§§9§?5:??fﬁ".?
treatzment for:3Idison.and a:cor equndi"g»$$o.7 pilli n~£o-~SDG&3;-;:$
The:remaining revenues; were.forinvesizent -*e_aved-cosws a“§-a.._"1,:
subject to balsneirg-account.treagment... .:- ‘
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70D IR PLndLng MTO SEn D I85-09<00T - the’Com“Lssﬁonnstated "Szo:ld
the COD-be met prior t¢ the: ifssua..ce-o whis decision;s {Edgt noinal

O

-

— e

reasonzble’ ’or-applican‘s <o -conts ue~acc*ui g'A_;oxance«:o—"“unds.
Used During Construction (AT UDC) on SONGS 2 investment, CapifsTigze -

o~ - -

pera*tng’an&“ma nfatmance expenses’ fand e redEs any energyvgenerated
by“SOVGS"2’a¢*avo‘ded'cos*s o' .he-wo*k“o*de“-until MRS F es'become

-
PR s om e Py R TN [l ilal e -~

- " . '««r - .e ~ e~ ] LRl S ~--\
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- Subseé:i*éit’:'t& the ‘TSSudnce oL e a:éc«feron: ;Edisen amd-lE.t
SDG&E‘bd#ﬁ*ffféé’éﬁﬁlfgit ons 20T renedringl’ AongAre Issuesiraised
vy aﬁﬁfiééﬁ%§1§é§vgﬁéﬁnéed'tc°azen&' Ze -dectsign "0 lavoid feonflidts
with"?PC”gqcount'ng“weg"* '§”$ecause*o’ +ne-‘Conmission’s adoption

‘50—50 "2120cation” of “conmdh “plant “costs “etween {UnEts - 27& B, vand -
the "tining L2 e*encé‘betﬁee*~tae Pramtin ‘sérvide ‘date Bort Iiiinlnt
accouﬁ*’hé“ﬁu:poses-(A ghutha 1985)vand £HeCOD (ARguSt 18, 51983 ) a8
*eqa red” by e Comn*ss*on.r*ad~son q:ested***at PEAAAng TY bt AT

P

changed o’ delete _ansuage ‘carling-for-<ke continued ecerial - 02 AFUDC

and the capita zr:g of ke ope*atingJan&~na£nte1ance expenses-to-the
work“order ‘since’ L6 iourer bencon rary tovine UniformiSystén oficti:
Acdounis-and 4o permit “aderial of such expenses in’a deférredTiebis i
account. Edison further reguestediinas deprec‘a*'ég expense-froz the

.y et - -

in—serv;de*&é‘e"é**zééount*ng*w Tposes to the datsiratestare fixed
purszans ‘LoD, 83—00—007 2130’ oe-_c *"ec\-niéié deferred *debipIaTTIliLL

- . -

accou *"‘”d*son also *Pques ed’*' O*der:ﬁé"°a*éé“a:h 46t

S*:;__'a;-_‘ 'ev sed. InnmimLarol TLTmLn s T . S e
O

“-n S'anv—nS“i odificat soug“* “py-Ddison ) Enety 47T
Comzt ss‘on édded ‘2 pew Piad _“g Y262 o df_odified “-nding 79 ast- TaTiIr
reqiested Uy Zdfzdn subfect to-the provisionttidiithe’rat *ak*ngvtoﬁi
te~ giveﬁﬁthese*accbﬁn%%*Qiil Cenendion” thel deternination ol whether: -
and betweerTwhat'dates Cofpensesion’forisich expensesiwotld ThemTiutT
constitite TetToaetive ratemaking.”  Thet Comnd selont Surther: revized: i’
Ordering Paragraph 4 and added-a” “ew~O*der:nngaragrapkédé To ToU
correspond o the changes zade in Pindings 262 and T9. |
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: . c. Edison = Position
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Edison 3ees the issues on rctroactive ratemakchg as' oo

-~ -'vu-.a-.m -—-,‘-— vr.--d- .l

“Does the action of‘the Comm sslon” in - T
D84-01=034 iz authorizing Edison to.record: -~ =
in a deferred debit account for the. pcriod

~ August_ 18, 1983 through October-8,” 1984, -
;amounts equivalent *o AFUDC az'wc1’~as-other

. Would any future Cal‘fornia Public Utilitics .
Commissfon's (CPGC) ‘action’ ‘recompensing
Edison. through the: MAAC‘balanctng'account

,“_procedure for such amounts,so recorded in

retroactive ratemakfng?' BONANGYRACRAN

- \'\n - 7. -

Edison.. azgues thatvthe Cogmission in,aothozzzing'zdison teo

acerue an amount*cquivalent~to-AFUDC-in:a defcrreduécoit account does

o e a e -

2ot constitute ratemaking at aII et “alone" ret*oactive ratemaking.
Ecison argues, .that no one questions that SONGS 2 costs 1ncurred prior

e W wmer _...-'.w.

to August 8, 198R4ca£@be-recordod_in the MAAC balancing account for
consideration “{n rates to be ~stab113hed in the future “by the Cruc.
The Commission hao'now raised the Epectre .hat costs incurred during
the perilod August: 18,.:1983 .and Octoder:8, 11983 for consideration in
rates %o de eStabliShed at d“latcr datc woul& const‘tuto retroactive
ratemaks ng.r”Edison'states that—conceptually:there is no difference

ool e

between MAAC balancing aceount - treatment‘of pre-August '8, 1983 costs
and the deferred debit accounting “for post-August 17, 1983 _SONGS .2
costs. Edison argue: that the Commission in authonfzingfdc crred

debit account*ng of post-Auguat 17, 1983 costs haéuﬁot“éggiged 18

Vo s e

lit‘ea:,_

PO

Codc § 728 baa no applioation to D 8%-01-0?L

‘,-.-I_.Q'onyv. ~,"n--4

em adison .argues. that the “Soutnarn Californié Edison v ?ublic
Utilities Commission, 20 Cal 3d 813 (1978 Edison Case)‘iést : o
closely resembles the MAAC procedu-o involved -n t ‘s proceed ng.

p.ué.—. -—-Mduu

Based on the authority of tbe 1978 “dison Caae, dison sudmi ‘z that

l - -

SONGS 2 MAAC type costa -ncurred duri“g the period Augus* 13, 1983

-~
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ané October 8 1983 can, be ;.ncluded iz; the MAAG ba‘*a..
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be considered in 'che *a:tes %o, 'o<=.~.~ es ..abl;.shed, ,by she Commission in the
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future. Edi sonaiba.ses- "ch:is- co::cl.zsd.on o *.:he ’ollawing..w
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Wk Lo S R \.a -
a BRIV Lo
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deZerred dedit raccounts priox -‘co August. 8,, 1987 were-being: cha*ged to
congtruction:budget: and. therefore. capitalized.. ,SDG&E, argues, *m: Zhe-
change which “took place in August was .a matter:of accounting . o wozon.

.-u.-.4a

convention -rather than -in- the: nature and type: ol-¢co3%t3. expe r;@,ggg b7,
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debit accounts in detail becau..,e it could no% Zforesee the exact
nature and +iming of Zuture hearings and the Aven*ua_ dec.s on.
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e have thus concluded that for state ratemki.ng purposes, August 18 is the
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VOD:“ Up "o that’ date; pre—operation ‘treatoent” (inc]:uding**accmuofﬂFUDC"

capitau.zﬁ.ng ‘0&M, tpayment”of “avoided costupricestfon generaticnycand crediting
of avoided costs against construction gosts) is e}ppr-opriat«e. A:‘tqr August 18,
SONGS 2 was in service. Recovery of fuel and ouhé;‘;';;iiilé coatsgfn'éﬁﬁﬁ and
AER may begin immediately om August 18. Recording of investment—rolatec costs
zy begin oo September 7, when the MAAC was created, even though the MAABE
rates did not take effest until October 8. Recovery of noninvestment related
costs nay begin on Octoder 8, when the AMAR took effect. We éalculate the net
effect of this accounting treatoent, compared to the treatment originally
ordered in D.83-08-007 and D.84-01-034, %o be a reducticn of the MAAC account
balance of approximately $13 million for Edison and $3.6 million for SDGLE-

Wnile this accounting treatment is not perfect, we believe. that it is a
vast improvemect over our more conventional treatments, to the enormous benelit
of both utilities and ratepayers. Under conventional ,approachés, for example,
if we had accepted Edison's estimated COD of August 15, 1982, ratepayers would
have paid 2 return on the investment in a plant that was not operating. Asd if
we had walted until the attritiocn casze following commercial operaltion to t.ake
action to reflect costs in rate base, Sdison would have nad to dear the
carrying costs of its investment until January 1, 1984.
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a pa.ymeﬁ%é»ﬂ%éé-&%-ﬁ:%&.Efutd:é.,j'-‘-"&heréas_-;;;‘"ﬁ#?‘im‘»'é;s;‘!gc_aj_- can
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‘ “illCurrent investors invested “their money:in Edisoniwith the: v
expectation of f-:-‘eee'iiv'fng Conventionel ratenaking treatment £oriSONGS -
2 & 3.7 There was 20 “pricr -indication fromithe -Commission“that there s
world “ve any deviation~’rom conven*ioaaiahaxemékfng efther prior 4oV
or duri ng *he ex ended'const*uct Jon*~ pe*iod-* Weilel investors‘ﬁoﬂn n
expég: staste” regula.,cn “TRB would-be & major~*egula*0ﬁr dhange~'33¢7
applied dn én after-the—fac*—basis. *Iavestors arethowunc certalin” as-~w
to when“the’ rnvestmenv “in SONGS-Z &°% will Ve incldded” CimTrade | Hase vl
aﬁd aliowed to ea*n “aveary cash retufi. 'Shou*d“*hev*uleubevc?anged’-3
now,'*nvestors TWill® pe*ceive “a "Subsfantfal T keI Rood It Rat e TruTes T
could be charnged again when the deferred revenues decome due. -ZdEson’

further ar gues”*hat bond rati 2gs cannot be maintained indefinitely on

_ -y e

expectationswalone and"vhaz~Woodyhs“andmszanda-d und.Poo:fs are
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Neow o \\,_.'wa
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average :+.83 times for-the.1984-88;period. .This is .a negligible
improvement, relative :to the 1.79: times coverage maintaired during.the..
extremely difficulst -period 0%.1.978~82. . Edison Lurther .argues :-“h%t
even-1I you assume for the~sake'ow~a:gnnqqughgx:hhe”awe:agqs sor .
19781825Pe~i°dﬂfor,*he,s* fL°s .8EQUR . of. doudle.A lities sare

..,a-u. [P .v "'A -~

reasonableﬁ roxies, 'or__evelu,req;i-ed by rating agenc .e3, under :RB

B

Zdison's.cash. znveres*\cove age,~and quali 2y .0%. e **‘ngs will not. b

» LA Y W A-d -
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P - e
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ugsed as 2 dasiz-Jor concluding:thazupresenxﬁinvesxd*s:w;11 2ot be
affected by TRB" and“*hat‘thg cgst o’ capital~will not-be

substantially increasedlhmIhyeétors~and_ ating agénb}géwa re concerzed
with tke prospective“fznancial’healyh oi’”dysogland”will look at

o e v e aw

inancial ratios, however, thez‘_con&lusions W11 be based on their
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e VaLE """"f"“" “"f‘n
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Lo r.ocompaniesdt Compar.son 0L, 72%40.%0, dep'egsed
... ... . historical *afios is -“aaprOp.ia_ ol '; '
. "di on a“gues thaf fnvestors ?i 16t o€ -ade whole unde-“”
RB 3-.: co..uenc’.ed by ‘ééca se-v:-‘“ .""F“;“ z t "-‘.__:” , . -

ﬂ.__*f “RB is adopved “the zarket valgae o2
o Edison's conmen-equity fstest nazed LOLILT LlnJTTL T

~édecline-by- about ;859 milifon-and.the.maztket. - ...
ems val"e of Zdison's bonds aréd preferred st ocz et o
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DS milllo SN t_.";:f:':c:: SONT nlfsoylTg ofr o cornoroos
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) gsecurities rates and -ecc-ded inslation on a v it
Tmenthl y Yasisg” “ay ‘not~and, TRt el ot TANT wmIiLDUT no.lw
provability, will not oe *“e~3aﬁe ei RO e o

Téison's investors or ratepayers will e S

harzeéd. Use of tr"e-up mechan-sn *o

- 51 -

T v A.82-02-40 et al. ALJ/lc SINGIA L .Io T AL=S5-5S.)

. -0"5 N



£.82-02-40 et al.

IR r ,
M A e e "y -
- e

thisﬁproblem,ﬂsi nancings are, made,ﬁa,t-m e
_rates whicb. incomora‘.:e the expec Yed I A
Cinflation. "‘*‘ue-uv o one-hal? ofother v, llnoonaTodn
equation,-the: asvet-write-up:side: does. n.ot,,,_w R,
true—up "he yhol» equation.%

- . - .
. el alvie e . ,f.,k A -
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-7 Uintertenporaliequity- problems.x Undercouronsis
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of tke asset and if the asset 15 writien down
" below thevor gina.l cost legs ther rea.li.zed,_:“
cash depreciation,. the. company.'s, ;p, one-ty *s
bYeing direc*ly con Tiscated. "7 TRt
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A, 4
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AL L ol o Lok okt

accounting *eqaixemenws,. vax--la.ws, .a.nd ra. e regzila:;o*m,prac'cices.
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R e o
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. . -rEdLson further carguescthat shefore -any cost-can be-deferred
to Zuture yperiods iahigh level..assurance: of future.recovery £s .- r- o~
necessary. -Disregarding:other:problems relating to- IRB, the jinherent -
characteristic of 'IRB Axposes gerious; uncertainties as %o whetker 8 -z
sufficiently high_level:-of assurance of.future Tecoveradility could., .
possibly -beprovided by a rate order of any regulatony conmission. - ot
TheTSimpIeﬁf&Ctﬁfh&tfthiSfVQuld;TQQ“ﬁ!Qf%SSEELQ@3?8COV€2Y—O:'3O%Tearsj
into ‘the ~future -and -the -fact that ~thepresent -Comnission-canrot - - ..

irrevocably-bind -actions-of subsequent Commissions .would. ‘gggqgteaz iy
" that a2 rate order providing:the:-level o%-~assurance ;0Z.recoverability--
over-the:tern of:the:IRBrassetsissvirtually impossible.n: -re znrin s
ooorlforTherstaffls TRBeproposal uses sinking fund: depreciation- to::
recover the origiral cost of the a3sset using the cask rate of 1g§grgjf
as thensinking;-unduinte:estgfactozg;:Sinking;iundgdepnecia@ion
facilitates thenphase-in to.the.extent that:the.reducsion iB-,: .- .-
. depreciazion:expenseﬁexcee&sn*h inerease la-returnronginvestzent.. . -
. whichiresulys from. 2 largercrate:base.- Edison argues-thatythe: .. ----
sinking fund method-does notidistribute-the costs equitabl J9OF PrOzzcc
rataito the.level of.service;provided,.and is-not-equitable 0. : -~-~s~
ratepayers-during the.later:years.of:-the service:1i2ex0?:SONGS~2: &< 5w~
v rEdison. alsoidindss that IR3 creates:tax probxemSAwi*h Yol
respectotoracceleratedrcost recoveryrisys em*{ACRSJ—depreciatio né- -
investment tax:crediti(ITC).: The concept.of asset wrz.e-up;unde.(”RB_
presents:iprovlexns:in’defining-an appropriate-meshod for:normalizing- -
the difference:Detween book, depreciztion, applied; To xa;tbasie aud. -~
ACRS: tax-.depreciation. ~The: difficuley.is: in~identd yingwune oopg;tﬁ,g
depreciation rate to be applied %o the tax basis hecause book ,3:¢¢u;
depreciaxiondiﬁciudes:recoveryﬁofrboﬁh:or,ginalxbogkscpsz_and asse%
write~up.-2'Sinces therasset.write-up: undersIR3 is: greater tran; - so--

depreciationtin therearly:years,sther IRS could:take:thevv*ew**na~-~:::

+here is no depreciation of: thel book: asses unmﬁ” lare:‘nht“e:asse¢ =5l 1
life. when uhe book val ne becomes less than origirnal cost
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w20 iTn “addftlon; thereTare many:ipossible-istenpretations

relating 0o “Wwhe Mormalizaticnw computation Lor the IR3 :depreciations =<
Edfson™ ' -'ca.rwi;tness‘@zeisen‘;ed the ZoTTowizgrthreepossible <~ .n2cun
computational ‘wethodss: " 'positive bbok/:taix S Zere D00k tax pland Tor oot
negative Book/+tax “Aormalization < ﬂ!he’-’-wi-'mevs'e;es‘""e's?“'"'i"ﬁedl that while -
there {3 substantfal ‘uncertalnty ‘as “io what ~approach-the"IRS ‘may < ol
take the regati¥e vdok/tax normalization~methodrissthernethod zostes”
likely uo--‘a‘e f'ound-~acoepta.‘b‘le. '1"“he~m-gatixfe ‘Dookvax: me‘z:hod nre"ul - ]

theld iﬁ:i‘de’nded Theneit :oﬂ—ualte-rnatwe rratemak g The sta” GERT o ol

womrraw

calculations used-antequivaleéntor:the positiverbook:tax methodswhicks
Edison believes:Is~the method ] ea.st lrke]:y Yo Zbe ’oz.nd*accepta.ble vy
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- e el Y L L TR . P " . ;
. , ., b Cpm e T e e e e " -
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7 BdisonTs witnesses testifledithatothere vasssubstantialic uo
uncertainty- as~towhich; - ifTany norma..giza fon method:izmader TRB:would:™
be acceptable tostheIRS and stroagly recomzmend:ithatishouldrthei=csinl

o A e

Commission  be seriously consilering-adopstion:of: "QB,:*...‘.L'-‘ a.ffcr:dr:'me: I
company theuopportunityzto obtainsa.rulingron a.p'o*op riate Taxh -

-

nornalizationtfrom-thet IRS: >Edisonialsospoints:ouwt: that: since CRB';;*.::':
nethodiresulistincalreduction inctaxableczeverue,cit isilikelyrtororos
attract thevattention ofy therIRS: ITn the:r case: 02, ITC,: ~Zdigon sees
sinila"‘problems ‘withithe  IRSTo Shouldsthe IRS: a.ke“-"‘heﬂpo itionzshats
depreciation oL’ tre aazset doesTnotibegln wntill th : inglamed :croo::: i
basis- oL theTasset Ls amortizedibelow itsiorigin "-'COSC_Sﬁia.ndeher«efO:'e'{
not permit- ratable Tlow: throughs d““—“:'-'c-‘*e‘: I7C 5 she tax el Loct: wonld: :
partially neégatelthe: "Intendedresulicof-sheralie native: :-axema.ac..*g
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vty s P “ram it RNk’

charges appeared 13 be advantageous "o the proposer “a% the“time.

e, T, e e Ame e om -
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any final impIementa*ion 02-TRBL 1“a.i.'.l.'"'«.- £o” nornalizesthe -ACRS

"'*‘v‘* t“~f~f~.—,

benefits prope'ly would 4esult inathe lqss o'rACRS»on the SONGS
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property and’ 'ailure‘ £0 properly £low th rough *he~I“C p“ope*ly would

-

result in an even greater penalty, since it cou‘d resalt in the loss

of all. jurisdictional investment taxzeredits. oo LT ™

-

Should’ IRB“be adopted, it~w~12'be necessary .0 hold
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additional: hea,ing~‘or‘a&opfiom oh-an inflauion,index,,and
deternination, 02 the addit‘ona_ r*sk~p*emiun“*ecessa*y.“ IR3 als0
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will add to the“complexity o general *ate caserpr oceedﬂngs because
it would reqn‘re two: classesmo*»asaets, the.retura.on each set -4

ook

assets would. have ‘o/be conside*ed sepa*ately; and f‘nal “che

o PRV S Al s

Commission would*nov,only,havé to adopt~a uomwnal rater eturn, but
also a real rate off:eturn.ﬁ 'TRB.also will” requi*e“*he “establishment
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of another valanci ng:accoun* c-E: order~%o: t*ue-upwthe"caéh return on
igt 037 oh. Tate’ basn'due “o™in#lation which was
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. established in a.general rat efcase~and tﬁe actuagiréxe~base increases
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SDG&H con udes hat of the fhree ravemaking options |
reComnended‘in tais proceeding, conventional ratezmakiag is_cleafly in
the long run interest of both Qtility ratepayers and,investors.  The
second best option would bYe a limited term phase-in under the MAAC
valancing account Stould the Commission decide that some form of
alternative was necessary. TRB would clearly be iaferior.

D. City of San Diego's Positioa (City)

City takes the position that under norzal circuzstances, it
would agree with the utilities that conventional ratezaking should
apply to the completed SONGS units, however, SONGS 2 & 3 do nov
present a case of normal circuzstances Zor the'following‘reaso:éi




 A.82-02-40 et 2l. ALJ/Jc

RS fThe—completed cos*—o*~the—plant exceeded the
...~ estimated cost when the plant was first” =T
Dol ieeptfficated thytoversten folds o tWhilew wltuCn
ﬁ;fw~,reasonablenessﬁwill be.consilered in Fhase 2,
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I tke Commission,ahould”allow.coaven*ioaal rat emaking for

B ot M e Ak A wuu "

SONGS 2 & 3, the -profect: becomes: a.:ﬁ.na..cia.L Domanza Lor the

- - e T

utilities and the problems that added %o’ the,cost-o'“SONGS 2 &3 will

[P -l Dotew oas .'...'v.l.;

benefit the utilitiea’~;nvestozs-byfaddi 28: té thei :cash Llow and

L e, L -

continue to be, a.longfrun:bu*dev' o‘the ras epaye-s ”ven with the
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adoption of t‘*e. .staffts OR3 ::ethodoiogy ‘soms'a &3 il consinue %o
be a burden .oﬁthe rateﬁayers, bu*“ he'e will be-mo-e o‘ a balancing

s BT lu na

of dburden and: bene*rt, Lor the utilities-—xavesto s.zdgon these
reasons the City»suppcrts,the a@opuion o 723"or“SONGSM2 & 3.
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Avoidadnce o2 Rave Shock: " Comventit e %
ratezarxi=g would cause rates +0 increase by
$700 million, bdut under 7R3, +he zecessary
rate increase wouad be less <hen 3165
nillion. '
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"9l “More Equitable "Matching-0f Costsiand~ol onv UL
7 Benefitss i Lonventional: ra emaking requine
- ~-ratepayers o0 pay.a. Lront-loaded stream o- .
" “payments “even ‘though ‘tkhe bene*its*p*ov‘ded el
. SONGS - :2°& 3 ar wessnntiallyuconstant ove.w;
the 1life of the_plant.. TRB, on_the other "
“hand, ‘provides a relatively constant Tevenu
3t eanin real *terms. s Under conventio.a"
atexaking, -the reveaue mequirezent in 1984
‘s $1.052 biliion, whereas La-year2010°1¢~Y
T woulé only e 358 aillion. By contrasit~undern:
-TRB, -the_revenue requ i*emen i only $513 .
nil’ion “while {n the year 2010“1* 13-8327V
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ohe opera*ion~ £ SOXGS. 2 &:%3 than-if€ the: . - o

-plants.had no% bee* Jbuilt and elect ic

¢

“generation came Zrom-existing pl ants.-The ¥l -
s.af‘***ates~ that. this: logs-wordd . be cut-4An.,. ;-
hal? bg,f:ended rates. . .The. eav ngs would e
e

-,

‘ocCur canse“ atepayers-wonld' retain-the  use~

02 their:money _ongef.n.de* IR3. :The-present. - - -
value of tre. savirgs. of IRB is about $800 ‘
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~-Staf?-contends %hat.conventional ratemaking con¥riduted o
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o' r ratemaking,-the-utility, recovers most, of, the, return on, its investment guickly, .
- in. the: early: years, of. operation, because :Lt earns j:;; rate or retum on the .

B ...l‘,..,.,,

zrrrundepreciated capital.costs,, ubidxm h..gh_m Ahe earlyﬂy .. Iﬂf:dt,\h‘e__ plant

T

fails in the fifteenth year . of. cperation, for mmpleh,theﬂtepayem wou d

Yo S L R

have paid-most:.of -the -plant’s total revenue.requiment,. al‘.:hough the plant
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 zom WOAld:(have operated-for only, ball of its wseful life.. The ut:.lit)'-., 3 the
‘othen-band, will have. -recovered.a large mjo::i"y of za=-3 tota.l expected *eve-:.zes
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--from-the operation of -the plant, s0 even if,,the .plam: _,,is ﬁ::emoved froe rat ebase,

. ity

cors theutility's-loss will.be. disptopor:ionatgly :mall. mem the acmal eflects
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-z o~(as-opposed 1o the ‘ormalized, .ratenaking, treatment) of. rrc -and ACRS are
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o culconsidered.citiis~clear.that.the utilities, recovet-not only mcst o" their
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:mnumrequiments., -008% -0 thelr.capital. Mvesme: < :quecfggm of tax

breaks, in‘therearly-.years of ‘a.plant's: ope:-ation- Our, .concern ,her'eﬁis

Toorvertwololdsthatthe: risk-of~a- plant's.early. fallure. falls, c:isp*opor:d.onately on
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77 ratepayers,.and:that; utility. mamagerest will have a J.essened ;‘inanc‘al

LR

-

e

:.ncentwe to- assure: that the. plant cpe::ates for ,1.?._; mll useful life.
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o7 »IRegrettably,-this risk for: early fa:.lum. is.not. an -xsign...ﬁcan"
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7o o5 consideration. o In Caldfornia alone we-have. Seen the unexpected‘,, wj.x closin
inzioft 'the: Humboldt Tuclear-plant -of-Pacific, Gas and.Elects ric Company and a lengthy
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“#hat/plant from ratebase. z:Thus,:the risk-of early- ailut:e even t‘;ough % =2y
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. a "Ed1s0n-asserts that - appucation"or?ms s unYawll becausesit-falls to meet

the standards of "the -cl'ass..c -'Hope-and “Bluelield™ cases iIn essence, ‘Edison

"IN“-“' --',d- PR

argues-that” dew';iating froc” cmventional‘crfgiml cost ratemcligwill result in

I I A
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ratemaking. As the Court stated iz Hope. regulators am"'not bound %o the use
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- of ‘any ‘sihgle formala‘ or combination’ of:formxlae’ in:‘dmmnjng,m" (220

o e

LETES, ‘3t 602Y. “Rurtber, “[tThe rateimaking processil .io1.et ,Sthe. fixingtof

v fiist ‘and reascrabien™ rates, {nvolves a' balancing of: the investeriand the
" consimer ‘Interests™ (2207U.5E 3t 607) ° Staf e nas demonstrated. that- TRE zay
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wom 2 ol The uatdldttes also. raise :the-objection.that TRB.would violate .accounting

o e e 1t

vrules and-would-create enormous. potential.tax problems for thed. . ... ...

Slunc~ Me. believe-that -THB can: be.acccnmoda:cd to, acccp;ed‘ accounting prac".ices
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--Staff,-the.proponent . cf .TRE, -presented., :ne gcsti:nony‘or an, accountant o
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asserted that TRB would comply with GRAP as applied to reculated.otiliries.
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S ey e d e R a-i-a -t PP | ‘-' ‘

account.ing for taxes.are. ‘x:_._..;.‘__.c_c_e_nt. in many respects,, we are not. convinced that

o
" 4-;_-;-\—‘ no

the adjustmntsmuircd,bygmm:.wﬁ:lxcm under, the scrutiny of .

“FJ-'-”J'Syb

+-~A «-.the-m Ly "'"’l"" - ,-\-4.,.,.,-
a-i Al

» uu-,A'—- - T o T - h e [t
e L 20 DILIDNGR SOSLIT e _....r‘l‘... o - m..’)ﬁ "Q‘:.:.."‘

» Thewutilities also .counter. the argument that J.'RB ~echances. intc*gcnera*‘cna.
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T theroneswhowill pay-disproportiogately for SONGS. -2 .and B.M at. tnc same

e — e VA

tive benefitting:disproportionately, from the rescurces paid for by, earlier
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[ rdifferences between-the -SONGS-plants- and: -tnc other plani:s ..n.‘tbc resource
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wirzen o Third, mo cenvinclng response was given £o the,utilities’.argument that we
17 ahoulld; consider.the cost Of: O8M as mell, as.the investoent-related costs in
o7 rrmdeveloping aschene of: rates that.is fair to. both, current and future
-z Tatepayers.o-It. is;msmableg';m,cxpepz,.p@ -expense. to. rise,over ,f_l‘._iqe, because
e of:inflation -and theaging-of the -plants. ...This.. mcreasins.om expense tends
st oml to ‘levelthe frent-loaded: capitalrecovery:-prolile of; -conventional ratemaking.
The adcition of O%M expenses to TRB ratemaking might also d::_:-‘.:ﬁort,.one: of the
intents of TRB = 0 egualize the burden on present. and future ratepayers.
Fourth, stalf responded in part $0 the ut{lities’ assertions that TRB weuld
| deny them a reascnable return on equity by pc,:inting‘ out that the utilities
would have ample cash flow to pay divideads (Staff's Reply Brief, p.16). The
source of part of this cash flow is the normalization for ratemaking purposes
of accelerated depreciation and investment tax credits. Recently, however,
several plans for Federal tax reforn have proposed the repeal of TZC and the
closer tying or tax deprecilation to econcmic depreciation. The ‘proposals
received sericus pudblic attention cnly alfter the submission of this case, and
none of the parties have had an opportunily to comment oo tbe plans |
irplicaticns. Wnich ‘plan, if amy, is adopted remains uncertain. " We raise th_SI
concern because it creates a new uncertainty in an area that is central %0 t.‘.v- ,

TRB proposal. This unmcertainty, in turn, makes us scoewhat zore reluctant to

adept 2 ratemaking change whose cash~flow implications way nob be Qlear for 2

year or more.

After weighing the advantages and disacdvantages of dboth cenventional

ratemaking and THB, we have determined t"zat SONGq 2 and 3 sheuld -ece:'.ve

oonmtional trea ..::mt
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issues with respect to the IC? relat*ng to how the ICF skould
interact with other regula atory.zeckanisms> theuse of economic
modifiers iz the TCF calculatioz, the use of a separate ICF ., .
caleuletion Zor each-company. were heand .in the.Phase 1B proceedings.
B.:Bdison's -Position-z ... - '

ks Lhmrmczt Ca-nv o ph e T pn‘v:—"--.-

- L4

v’..f"“"’\.""" '-./o-w o~

o om e
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et e

Ly o

-

e e e s, wru'» [0
Tk o e - e AN

::;~H~,,-umibson sta\qgﬂégggbmhe ‘undamental gqg%hgfpgge ”CP should ]
be to encourage the providiné-o* electric servi ice 0 ra%gpayers at’
the lowest practically achievadle total cost. If the TC:;*
structured a2s a perforzance incentive mechanisﬁ; there must.ve a
proper allocation of risk to achieve the go2l of encouraging good
verforzance while limiting total cost 1o *atepaye*s; IZ risk
allocation is carried too Zar it can result in increas ed'capitil
costs and consequently nigher -ates to ratepayers. : sfrequifgs a
cap +0 be placed on <the ICF. , . |
Zdison states that the TCP will increase the %otal risk
perceived by iavestors and that witkout a cap the TCF #ill increase
Bdison's cost of capital. Edison's witnesses Executive Vice
Pregident Christie, P. Jeffries of Duf? and Phelps, Inc., and
2. Meyer of Xidder, Peabody & Co., Izc. testified on the risk
perceived by izvestors on an uncapped ICT. Witnees Ceristie
testified that an anaual cap not greater than $25 million on before-
“ax earnizgs on all nuclear units im which Zdison has an ownership
share would be appropriate. When %aken in conjunction with the AZR
cap, Zdison's full exposure would be approximately $75 milliox.
Bdison disagrees with the staff that the impact of the ICF
without 2 cap i3 minimal and that the deadband is gemerous.. Weil
the staf? arnalysis Jocuses strictly on two izportant parameters:
return on eguiity and interest coverage, uhey are only“swd out of
considered by invest 2dison furtner considers the stalf's
analysis showing a 426 basis point pre-tax impact on retur "3 On coxzon
equity sbhould SONGS 2 & 3 operate a®t zero capacity #or a yea- as a
substantial risk. This azounts €0 a reduction in the return on
cozmon equity Zrom 16 perceant %o 14 percent; Sueh sisk is sure %o
increase the cost 0f capital and result in higher costs To ravepayers.
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Zdison states that its:i?f ‘naﬁé;al witnesses Jeffries and
Meyer both testified that the investzmernt risks as perceived by
investors will increase because of the adoption of’QCF. Jeflries

T *ﬁr el n-,-“ Ll

stated that up to now&investors had expec ted 'ueI and purchased-powe*

o v wi e w

co3ts would be recovered througk the ECAC mechanism. Now unler:ICP,
investors will realize that there is a change in the rules ané 4hat
there. e;inq;eased investment risks. oTrese éhanges fh TLAVOT 02 ‘h@
*atepayers inpose a penal*y on- exi sting»sha"eho’ders and ul*inawely

o e "

resul?t tn*a’higher ¢cost of common requity. . Witness Mbyer alsoﬂz*a ed

-~y

that unceruainty a3 .to future earnings because ot EC? and TeteTral oL

cash earnings is perceived by investors to be an increase in the risk
to be borne by ianvestors. Witness Christi Lurthers testified that

- ey wld

the goal of ICF should be %o provide an incentive to ‘Zdison %o

Y N e oo F

nininize the to al Pnefgy cost tbuiza.custbnezs.andmuhaﬁp*he*e i8 10

- oa

overall bene_ft to cus*ome*s~tf‘€“at goal fs-adhfewed at the expense

Nl Rkt

of an increase in the cost of -capitalw Christie Yelieves that a cap
of $25 million O “Bé2ore-tax ‘earti gs.wod1q~stﬂi£@""*easonakle

l‘--.

balance between the Commis;ion 8, perceived need"or ‘an incentive on

[ n NP---h/"'-\:- .-.,,.'

the pe o:mance of fhe company s _uc ea' units ‘and the need to
" T or e f\vrm‘/z,~

nainfain a fizancidlly vidsle gsiliry. """ °°

- p g R e

2. Inte*actzon of mc: wi,“ O*He-‘qezula*bty w&éha“fé
- " At 1s ué ig Whetier “the 50-50 shaﬂ‘ =g "0 “replace ?n‘ e*e-gy
Eéé 113 ov 133 due to SONGS 2 pp o—mance o"*sidéh;ﬂélré“Aééa{?@&&“
is t5 agp*y 0 TOd pé*ce t 0 *he *eplace it Ceres ‘-"igiif o
due. to Uni* 2 pe o*éance'o*"‘o 90 oerceﬁ* qake“*.gy qosfé_d? .
1o.~al y b*ect uo géAC and uot subj#c* *oﬂ: g_AﬁR"ﬁ';d.so*fé:gues
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*hat the language O’ D 83-03—OO7F a nou c_eéuf- ~datn’

V“
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-anguége in esolu on ,—1990 ﬁ*oduces an” i“centfve p*ocedure whleh™T
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LT ) """“"'“ el T TR A R e ., s

replace ent ene*gy costs o* sav.ngs, p’us an“additfonal 10" percent oz
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reflected in the AZR. This is depicted in the Zol owing chart:’
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In-‘support oL Lts position, Edison guotes: from page 55 of
D.83=09=00Tz: wrinegs <o FIi nnr snes
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%**AsJ‘u‘thezvexplained ‘below,~ we- consider. a: SONGS—Z,-mﬂu-mJ
- perZormance standard to bhe complementary to the .
AZR. A%t The present time, a relavively small----- ------v

" -"'percenta.ge- of fuel cogts are placed-4n. ft:he AZR-r- z:
hor both. Edison. and SDG&E.. A SONGS 2 ner’ormaﬁce-
‘srandard would apply to the ICAC DOTtion OF COSIS-

'*“ana~would’thereﬁorewcontzxaute ZUTTheT. Vonowan LUT on)

- - performance efliciency. and ecultable risk oo,
allocation.:." (dnphas~s"1dded O e

-\F i - -
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“Bdison argues fhat *he above Tanguage e early"provides-t

N

the AZR {ncentive and ‘the ”CP‘fncen*ive ‘are to-ve’ complfmen*a*y

-.—.-t.... -y e

each other. If the EC? e*e-appried :}he 10 percent~o'~ene~gy~

LRl S A

expenses reebvered *hroagh'*he “AER,Cthe TesulT 1s ‘not Compiinentary

Ty LR N

but overlapping or duplicatfve;"’“dfson"urthe'-states tRae ToiTlnnes

apﬁ*icatien“of the“TCF reward dxubenalffige‘t*e'90*pe*cent o’Newe-gy

SUNGLL T ] e, -
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skaze SO-SO the replacement ene"gy costy o"_sa *ngs sul:tn “’-om~5'

operaztda’of SONGS 2 Sutside ‘tHe deadbang. - T TemAmTeie nuzoct
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vdisen ,u he; tates vha* *he Comm*seion esvab’ished“*he
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Cépaci Y ~ac.or to be used 'in ATR” ca,cu_a' onS'w ten it s”a*ed oa” page
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61 02 D.85=095007: =" SEnond IIiT llie T00 Devgols ear i

"?ach year an app*op**a uarget'leve*“ T itmeve N7
CplantsTiecapacivysfactorwillihessetirasoit iwngﬁz
TNnow in. *he_ECAC/AZR or cast proceeding.. In no
case shall the SONGS 2 Zorecasted “capacity factor " 7"
Lor ZCAC/AZR purposes -fall: ou*s‘de~theudeadband-* s

Asstuxing that the ’orecasved capacity factor for

ZCAC/AZR purposes falls somewhere within tre
middle 0% the deadband (e.g., T2%) the cur sent

ER incentive (for 2dison, ten cenis on -
replacenent fuel dollar) will apply 50 actual
annual capacity factor perforamance %that is above
or below the t rget dbut within the deadband
(e.g. 55-T2, 72-80). When capacity factor
perforanance diverges Zromn the vTarget Yo th
extent that it falls outside of <he deadband an
additonal TCF reward or penalty of S0% of
associated -eplacement fuel savings or costs
shall apply."”
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2o 1T 0 BdYsontstates that: the logicalodxterpretation of-this
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1T 27 o3 sontstates that: the logicalrdanterpretation.of:this
language is that the Commission meant the AZR €0 operate withirespect:
to pe*formance;inside tre:Deadbexnds: & Lormance: ¢utside, the

ALl it -~

Deadband, si“ce¥the-AZchonti uewto—operazeiwitbfreépecx;wc .10

A
e *Vnt_..--. A o At . [V O v e

percent o2 the' replacemenx energy-ccsta;Juhe'“cg;gaould-operaze on

s Tadithahi e ORI N P ol Eadd St n

remaining 90~percent—c£;repaacemen*“e e*gy cos*s*;ct‘sub‘ecc to The

v
WA - DALY RNL2LLTE

AER. Any ICF ~ewa~d,c"~ﬁgﬁiifiﬁwiffrt "s-befso“pe*ceﬂt“d::tuose
replacenert emergy costs. ThLs wi*lf*esul,_** a 55245“§ha ing of

'\-.JJ-....A PN A
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3. | Economic Modifiers

Since it is'udisdn s policy to use its generaficn,‘
transmlssionfand,distribuvion resou*ces,wo prov de,adequate and

reliable eTectricdl service to its customerswaxvthe lowest practical
total cost the TCP procedure should no* operate to 'rust'ate this

n..«._

achieve the lowest possibvle totaI cost for ratepayers. ! Accord ngly,
the Commission should authorize an exception to uhe TC? procedure iz

PRl A -

the fcllowing ciréums*ances where 1t 13" bene:icial“to raxepavers <0
reduce the output of SONGS 2 & 3: ’

L 4 S opat e i

a.s-An econonic wodifer which™ pernitsTEd{son. to
Te———Teducerontyrt-£ron-SoNGS-2~&-F-during-those
R lntervals when t0 do soiproduces an energy

,.,. ‘_,

Lb,ffAn:egonomic,modifie.,whach renoves. the e
© possibility’ of "a>ICP penalty when- ‘Edison™- 7L "
changes a- refueling: ontagesschedule: ror wrg e

~either, SONGS . 2 &.3%. when *n the best nte es*
£ atepayer. e AR e

'c.‘ The "Commission’ should” *ecognize az~a’ gere*aa*f Foads

©t tTprinciplein therTCP tariff, . that.the ICE -2 c-nvrin fnn

.. .should not be construed in such. g way to .

7 nenalize Edison when the o"tgct of’SOVGS*Z”&"~c EREa

»4sTreduced: 2or the: econom_c bere 140 *-;;ejgz o

ddiso*'s ratepayers, wi ﬂd‘so uired‘ ) .
bear the burdexn” o’“proo‘ £ dem onst*a*t*g-‘*4 T
the ZCAC reasonadbleness -eview that an
exception %o the TCF procedure is warrantéd
orn the basis of an econonic nodifier.
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Se}ara:te ICP Catculationsd PoriBach T4{Iity:nc )

"'7--"’*"-‘"' Since”ZdLsonowms 7505 percent of ~SONGS 25&%3 and “SDG&E220"
percent” and” each” Trility" controls” 1ts° resvective: ownership share with:
respect’ 10" dispatlhing® and/or ¥ésa2"e?éffifé’v“éhﬁ*éﬁoﬁ*he ontput ot ¢
SONGS™ 2 & o1 “he” presen'c- TCT- tariZ?- couldaffectithe TCP rewardiorcoce
penalty-for the other utility-despite-the Zact thatithélotheriutflity™
zay’ be-4akings 100~ percentt o448  entivlement .o ILSONGS2 &3 wereTioD
capablev of-operating at 100>percent tapacityrand -EdisonsTorssomesy 1.
reason found i’ mecessary toireject its TS:percentsshare,sthes plan:t’ 0“7
would be’ forced”to operatetat 25-percent-capacityTand SDCELECwolldbes o
pleced 17 o' penalty situation.® This®would be” true’ evers {40 SPCEE:wass™
taking=100 percent of”its entitlement’™ Thig" wolld~belgrogsly Y © Ty
unfFir .S TheTefore, Editon proposed. that when thetoutput 0L efther:Tie
SONGS 2 or 3 is reduced and the- reduceddoutp utt s not” d vii'd‘e'd dar oIl

Lo

-ewa.rded or penal*zed under the ICF only ..n p*opo-t
reductio:r iz 4hedir sharetof Yhed outputc 44 oI

" 5. Meckwical” Tsgues’™ To $I7I0TIL 41T a6l :
-Tonnoent The First-technical’ issue raf fged by 2d¥ son dgothe’ use- oL
the ‘gross -o*- *::e* St ing Tr e TCT calculaviont’ Edison Svates whati T
gross-rati ng i 127* MW-Shotldtbe used-LorT TCPY 'ou-po.:e*-‘ Tdecause o
siiﬁﬁéf"ty’ 02" Zegsurement’ 3nd calculation.t The wew cutpud’ would Telsw
after e.educ 5107 027 the" plant- 102ds 247 SONGS™ 2°& 3 whtertaTet about- 6057
MW Zor ‘“Un % Zind S"Cf Viwz‘*"o"'* :Ui'f*:" 33;;37 "‘hese ~’oad’s :xay Wary wighiToeTy

-r_”-

e oop ™~

The* BTOSEL-LYTES
ouupd“‘ :‘.’ig.z*e does ot Vany d’h—yla..‘c Load- and ..-he*-e oTe ‘provides:
fixed Vez.ue th .ch., ~doﬂd“b‘e‘,d'esirab&e‘“ ::,.. “.:'::..":'::/::.:. :.'."":‘ On)‘uou-w::: "’“:»TS ’:.':::
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The second-technical issue zaised -was the-appropriate .
record-perieod torbe used:in-computing:target-.capacity-factor reward
or-penally. -While.the.current.ICP. 3;793?‘.“?? s for, an.2nnzal computation.
of ICZ ??-Vaxc_i ozr:peaaltmo;iEéiS?;.aa!;é. stafs, row:agree that-a. .- .
complete-fuel cycleris-the-appropriote. period.. . Ihe. Zuel. cycles-of-2a- -

e R

nuclear power-plant;are the-naftural:frequency.at whicr. the pland:  .ner

-.mtu

operates and arelthus-the.logical intervals. overawbich- 'to- calcu..a:tew -
any perforzence:standard:such-as:IC?.. Sincesthe, initialchsta:r'tup” -
periodrequires: numerous: tests and does:no% -epresen.t, BOITAL % e
operation.of;ithe units:under,IC¥, Edison recommends fhaft.the: TC?
recordiperiod: for the, first fuel.cycle of.each unit, begin. with. th,a.t

- w-—.‘.

unit¥'s COD...Subsequent cycles would.begin,with: the sxar-‘.:up T0w~ Fals

...... s e

refueling. Jor fhat: partd.cule_ core,; ant-all cycles would. e;o.dw at .the

plapboing oy

tinme the refueling.outage: is compleged. wHT Rmn Ramshe p_»'r oy -:F- R ,:3:.
C. SDG&E's-Position - s lme e

o o . v o . ot ot . - . -
- " - .o ’ N - 3

1 - cE-&C& -'-N,ﬂ»nnn I L O R ) ;_‘-‘n-' oy h ) e e, Lo Thme ey e

LN e e PRV Ja R wa A ot KO PO

l—~|‘.-

adopting 2 cap on the long run i..-.erests o:‘.’ the;.;*:af.;ep_ay@,:sﬁ:gi:c is=
essential. $0-100k a%- two elements?: {4 the- expectedﬂcostr increase %o
the ratepayers due: ¥o their- essunptlion of. cer ein .a.d.dizio.‘a.l ,isz.s AZ
a cap is alopted. for-Pher ICP-and: (2) the: addit o“.a.l~ capis a...., cosv&
which nust: be: b,qr,ne- by the *a:.:e'cayera 2, vhere. is. no. cap. a.dop:ted. "o,m

N i

the: ICT.. - SDG&E. states that-the: st alysis. shows, Shat. She: . .

L

expected: value. o -the addd *Lona....; = s:c 1: would- be bo,,ne‘by“:m.,:

ratepayers. ‘f & *ea..o..a.'b"e cap i3: a.dop*.ed b7 % -Cc..:z.ss_.on. wo';ld e .

e a

Zairly. low: »bﬁca.us& ©% vhe low. prodabilisy, ol ext::ene -occ""e;xce&- On

w'..p-,«

the other hand, the ingrease iz cosiiof: capitals ased;upon the:, iox.

avestment community's perception of risk, is highly Inmpacted by ¢
extreme cases due %o the perceptilon 0% risk in %the financial

win gl e

comuni t7. Tkis is because investors are Zearful "'ha" nugﬁ‘lear
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generating. ualfs will-Yesout: of:service Zor, pgr.f.ggg.”ggcgé longer thaa
Zor conventional fossilcfuel-units.. Thus-the Linancial-community.:
believes- that-a” lowiorszero:capacity: factor:bas-sufficient: potential

wlw\/

to be alarmed-by:thespotential resulis ofrsuch a case.;-SDG&E; o .c

vt 0 Q b
bellieves:that: thet IncTeasing cost ofr capitalsdre: to: the:uncapped ICF .
ig likely-to:dersubstantially-greater. thanc'the—-expectedwa.a.ne cof rigky
trangferreds To the: ra.tepayem the ougb. COm:ni*.ts.\onf' s adopuo..-pr’ 2--nk

reasonables cap.ct SIL oI xonlilT o+ e TN st e b D

- -
' - R AR R I e P i ot

-
et e

ot -
< -

.7 vl Reasons for :the':‘pe"ce-ﬁ.v ed risk: byﬂ the -inves tment, commi._:;" o
a3 stated by P.lTeflries: of: Dufs: 8: Phelps. are:: - LAt sisonnic

» a7 RCT gl el mews Lten; under which- 't:he L VesStors. ...
-z, mare being asked fo.share a ;po*:,"ion o’ tke
© T ek ‘from changiwg fwel cos‘ts“ whd.cw “hey had -
not previously bdorze. U Llidarn v mnnire ey

w..._..v-....-,v iy w

7o bt - Thet potential: for: peralty: is: substantially.sr:
7.-: ;-8Teater- than the opportunilty, for ewa.*d.

dn\ud hJ-.

_ Investors are, Learful o;:‘_ ,lon.g ou:t: o’ se*v ce_ ’
per-ods due” o 'NRC *ﬂq_a enen R L

47 ' In"né ‘absence of & ‘cap; favestorsare -iiiiln
- "'"fc.oncemed' Lhatrther: ex'oosu*e To risk may-e -

. considerably, greater iz the Tfuture due to
fzcreasing ‘replacement ":cwe* ‘eogtgs -ve T T oomiinTe
arh. Te £ cap éa...:io* el:n‘na ce al‘f“o-’ “wnése ‘conceras, It can "

pow -
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~ el - e

- SDGER Ehrthes” arghes thatTadopLion: oY a..ﬁ!C'E‘ wiZhout: arcapres
is incorsistent-with the cautfous approsch-adopted:sin prior:s:
Commizaion’décisions: regarding: faels 'ela.tedﬂin.cen:civ c,la,usgs.;:_,
non-cactiouslapproach without:a caprcan be.seenoinstheyrisis-- -

ara ‘ﬁ' -~
- ot

associated withs thed maximum: penalty: under the: ICT, mecha.nism 0% 449 -
bYasis points: compared~torthexlimited-exposure. ol 20- basis, points: -
adopted Zor the AZR 4h" Di83~08=048. o The maximum- risk:Lor SDGLE, under-
TCF is 449 basis points while that for Edisoz is 426 basis:points.c. .~

This- ek’ relationship 14 completely  contrary: to the appropriate risk
relationghip found reasonable-by :the:Commission: inrDuB83-08=048. An--
which a lower- A....R cap was’ found+ reasonable. Zor: SDG&E conpa.ted <0

Rk A ey

Pacific Gas and -Elect ;r,ic Com.pa.n:;' and: Edison’_:bwcau:se o2 SDGEE s

.-' mp‘--‘--dh‘

greater earnings variability. emmad v lmie e p

'..,..«u-.l_ e B

SDG&E devnloped, 4 ts. recommended: ca.p..by Lhratilooxing at the
level of pena.lty which would ‘oe ’*'eac ed wi*h~a ﬂO-“ne‘-cen* provanill

-,y

d ca.pacf'i:y _.ac uO s a... o he ’.La.*ge yressu*i'zed water
reactor plants. It ca.lc.ula.ted ‘c}:&g ,_50‘ percen" pre- tax @xposwe to

shareholéers "’rom"additioaal fuelrcosts at r!:hatu‘w Wu level of

r

exposure %o be 39 Ky million. ~p;e-'ta:=c, 'T;‘he ,:na:cf:am adi‘"‘;ional AZR

o et

exposure due directly. .to- SONGS. 2 was. 34.3 nill.‘.on Jre- ,ax. . There was

! W ey e g vowlaas -:-.—-.. ot

an additioral S2.2. m:Ll:L on. of risik added .%o *he AZR ez e to tre,

-n'»--./.- -] -ovua—; e e rre e —n

nerease, 4n. the AR cap with ”"'be addi*ion ,of SONGS 2, to -a‘ce ba.sé ard

SN e -"";,w»-‘-.

earningo. Subtracting these amounts from the $9.1 :zillio" pre—‘cax

g

-

A W 41...»

leaves an appropriate cap for the TCP penaliy of $2.6 ai : on‘nr--
tz2 2 similar amount for SONGS 3.

SDG&E <tested the appropriateness of the $2.6 nmillion cap by
comparing the ratio of AER cap to Zuel cost revenue assocliated with '
the cap and tke ICPF cap to the total reveaue *equi"emen* £ r‘SONGSq
2. Ihe fuel cost revenue requirezezt was S746 nill on.cdnpa:ed %o 2
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$140 million revenue, *equi*emen . SON“§ 2ibr‘1/5th the revenue
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requ.'ement ‘or fuel. Thus based on thip 1 5 Ee ézionship, the $6.

mm e PN A e - sl . n'\;-“» ol T e oo

mill.qn cap,*or AER would eqaate to a 31 7 milliqnmpre-vax cap %
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the Tcguw_génceﬂthe 31.“;million cap is substan*ially less ‘h;p “he

o - e ' e Yo o " ek ('n"ﬁ

$2- 6nmillion cap, previously computed SDG&; concli&ed‘4hat the 32 6
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milllon,pre-tax cap. was, reauonaoleﬁ.
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2- TCF and AZR . . e,
SDG&E states thas it anderstandeé;d
revard/penalty. computed uader the TCP is in addit»o

.—.,-.... [ o.‘.v o e W A,

penalty cqnputed under phe AER mechan‘sm.’ noweve., SDG&H does not

W e

- et "’/‘"’ﬁ‘.("-"" ,,‘;--v._‘,,...v..

bel;quﬂ*hat the, TCF and AER are *ntended £o be duplica*ive with

e Lt

respect to the AZR costs SDGEE states ‘$rat tho in‘tial mention ii -

T e
S . A '- |

D.83-09-007 of the_SONGS 2 performance s anda*; computgtion fnaf categ

Wbl

that it would:.apply tc thexﬁCAc_po*tLon oL cosxs.L,AllMsuoseq ent
reYerence in the decisicw"uo costs*o. replacemen uef ‘cos%ts should

P et )

logically be referenced Dack $o this initial s ‘Statenenti

SDG&ZE further argues :that-common sense also dictates that
the costs int enée&',o be shared 'are those which are available Zor
adjustment a*»tﬁewﬁime-o’ the HC’Lcalcalaf‘éh; ’__eeAgﬂ costs are
caleulated on 2 mon*h by mon*h bas‘s and are allocated d Ctly to
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the utility's expense during each nonthly period. 0Oz ke other hané,
o = - e e * o OL~f

the ICF éalculation is currenply scheddled to ‘be dodé annua;ly or

""-" - ""r‘- he ~»-- -A-n.wm.

prospective y 65 a fuel cycle'basis. Tne ilos:8 penélty, 1< any,” wfIl

be foldeg *n;o the'acgcmbg_ancing égédﬁ::3to of éét tﬁéwébﬁﬁs gpgf“"
are. éllchpeé_into xhe oa*aﬁci g accoant~ name y, ' £he 92’percent’o’

/~,.-‘.--,-. - R 5 ’ PR R

’uel costs which are dllocaééd iz the LCAC deancing'accouﬁV' G&a“
concludes logic dictates that the “CF“pe y‘shouIE‘only‘be applfe&*

ﬁf-: m,’(\ oy ey

to those cos_g which are s bject to balancing. acco_nt-@;?ggpe Ut
the -)CAC. vw-‘:.ﬁ.. ":* e ,_,.,“hh T1 ener moravn EG0TE |
T STGRE TS staves” bt e Tdngage 18 DE0ST00T A S
"e*e"ﬁence £o the P!"Ob'e'f S‘ﬁaring of ”c.os*s “betv.?ee 2 the rafé'eﬁel'féw Ex nds

e [P ndk o W as]

the invegvp* 13 ambfguous, ;ea&trv Fo three possible ihtérpreta“ions“

-.. o ]

A e e L u 3 u'.':: < -n..w-"». (."::-: f“ ok '.'_""::‘ 7

o' the Commission’s intent. HlE Ul
aligseliv Sal ogutale B I E i SR bt Sl R e it SR el AR

. ,”J[: Mhe Commiss;on ‘{ntended that the total rigk M

FRnUnLIiliof el (Coat savings aud excesses e Sharedmxs“ TeovanT
promee e e o -equally between the . investor .and the R
ratepayer after considéra*io“ of both “the AZR

a,nd**he MCP it inl 8T e dard lonmometens wer vl loe ces”

R I
<y - e o

- - A

.

e ds
B I -J--w‘ -wui -

Contnilavestor nan Tl '?ateﬁazervfa
P ~-AZR/ ECAC Soomw owunat wB%riuone L am92% L nUino oI
e -, plus ., ICF transfer 42%- . .. (42%).

TromlToem *@ug"”'~-“'"w ﬂ5°%’~v~“**“ 595

- —— - i - . PO -

2. The Commission invtended that *‘e fuel sav‘nga
or excesses norpally borne by the ratepayers
(the ECAC costs) would be split between +h
ratepayers and 4he iznvestors. This would be
in addition to the normal cost excess
responsibility borae under the AZR by the.

investors:
Invegtor Ratevayer
AZR/ECAC 3% o2%
plus TCP <ransfer L6% (46%)
Total 54% 46%
-74 -
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3. The Commission intended that the Investor
receive 2 Teward or & peraliy based aﬂponJ‘SO%
of the excess fuel costs borze by botrthe
ratepayer-ané the- 1*veszo.« Lhis-agaln would »
be added :to -the. 8% -of Lhe el coste Tisk

.- already borne by the. invesxor~and would -, .
resdl*\gn,windfalr_g; £ILt3. 00 L05SesLor. Lhe
AZR portion of the-costs.ﬁ prrhes oF Tlogs

;‘.‘,‘ R - o . -«o\ -y

I vt TRvedter iy ¢F Yatevayer
AER/ECAC 8% tgpgtct
plus TCF transfer 50% (5o#)%sizst w writ . C

) R T VOpRE Y -
TO“‘ 8 D mopnd DLNONDTI .
a! Pt/
-fu:-qﬁn,' /»-:‘ e v,..,- a-r P .-' . e e o . o ”
e LX) /w A - e woA e e W R b L e

ective

R L I
;

%“ kbn zeet the Commiséi éi
in Paragraph 5. 9 Reso; ticn 2 19°0 SDG&E believes ¢hat’ T oRnu

Waile allm~hree of.%ke iﬁte rpre

(A% 2
vy

interpretgj}on 2. reflects Lhe éammission's‘;g;eng.";ﬁpweve :T_n “order
to. elin;na e“%ié*co £usion éur-e*tly contéined inrp~§3-09:§67mqu“‘ﬁxr
ResoLusion. B-1990, SDGAE, rsqtests shat the Com;;gsiongg;ariéwi;*é’ i
intended calculation @gfgwt?i;'s‘ﬁgﬂprope* sharizg be*weégrfgg f:”:_ii
iavestor and ratepaye- based upon, .he adde@ A:? and’ TC: as g;phe*‘SQ-
50, S4=46,.0r.58-42 tg;a;“i£;;§%3-7 ayé*d*éﬁfi“;:'“”;:kj"““:“:’zq
. 3.., ICP.Modifiess... _ . . .. ""—:-~~”;;Z:g~;‘::u~w. o
SDGEZ sapporss:the modiziers upon yhicn Frere sl . T
substantial agreement berween lLe. suujf‘g?g app’igan; s. %?ir§§;-???“:~
T

CP caleulation should be, z0diZ 1ed S0, thaf_ each ut__iJuléhggpagg 7

~.d..n~/ .,u- s .

’acto; as.ca_cula‘ednbased exc’usive;y uﬁon te perfo—narce oL

R ] -._\-

utili*y s. share of. the. SONGS n‘*sL~ Seco,d, *be ‘ine n:EGe seriod

,,,,, e OYU‘n--n b VRS ot
o > L

incladed,in.the,mc..iacto-ﬁs ouldee mcdi.ied zroz. ,hgﬁp"rrgn, annual
w . - e IO AN uh 4‘.”-’ - —\r,—- f“‘
‘. - "y "‘"!

caleulatsi on..oﬂa.calcgaa ion ’orﬂa- ull ’"el¢cycle.,,.inal y; the 2C7
N » WY e S et Ly m e b 'l...ua-:lun-rq % e

- -+

calcu_at‘onusaould.be.modi ied to. iznclule a* least the *wo S eci-ic

- - __“,_:;h_,,, SOTINDI NaTROGLLLZIN ST
-
20dis iers.iden .edwin, i3.pkage. o the “e TIDESI. Lao womw .o
PR A, o P -J..\.l it o s UNe WELY OV e s
LOTOTDOLTS nL umenhil sl onslioclznil o ent Tromre TOT wne weh bnpdiosl
CaT oo oL eoivel ACLTOTLlle nooon TUD pnT onolon A enionil
‘ >l
Ersox wonn meowrwed pylTemad Losoronae L edvie eroosllic
PR NLooman et ornaln LU onrtzorcn o teocus Dluonn DI EnOvogoerst
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SHuvsT toeltlliTi
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-,A-,,w..,‘« r‘,.,...

LR o ———

‘v back, Lown, O the- dniss w.b.en .reqb.i' ed‘“"o;

- -

econom: cAdiSPavch,,and‘ ) ”.MW,.,,fI

..-u..-. N v e e ey e

2*~~modification~o’-powe* 1evels to.avod
e’néliuguoutagee’dur ng_sunner’pe;kgw. 9”
_perio&s -SDG&S “also -agreed “to "Whe ITimivtation
<hat *heseneconon*b wodifiers would orly s~
tial penalty,out.i:
would-n0$ be used Lo .enhance any rewa-d

srtua*fcn.

.\.~., ,‘," . ! r-yrr‘lﬁr-v,

D. City's Positiom:: g e T

1. Eeconomic Modifiers w3z ;

s C;:y §tates ghat 1%t has no basic objects giuéo The economy

“
g
.
(v

oo T

1,"1'- his "N/-,>' _',-_a.“.

ene*gy ‘economic modi’ie* concep. excep ‘forthe ract- that 1% e

-
1‘*.‘“ o r--‘ .",.._\ ~ .

. r’v v~,--v—. -~
-

unnecessary. and leaves <He d00T aja“ ’o* ‘u ther “at tempted“”“‘“ "

-o_-a-'-‘-'.-.w o e

(™

Lo Dl I -

manipulat*ons.ﬁ Ci xg is concorned that'even i; *ie CommiSsion adop.s N

ol Sole ":*nf\n

M. Cavagnafo s condi*ion vhat economﬂé _ddifie*§ on y“be recogniuéd

- - - o
|.--.—._ - r,""‘ o ._’r-’:) . n

to offseu penal*ies, the issue 02 conver iﬂg ous e-way st-eé"~ o 2

Bl oy

.wo-way strne* will be a cons tant” sdu*ce of*li*igat on~t nﬁ*he TCACH

proceedings dealihg w‘*h re TCF computat bn;”: g

AR R -~ -

City, howeve.' ras3’ very “basic’ oo*ec ons to é
"coastdown or speedup proposal"
*he ta-i s, “the door 1s’ w‘de open“o gane p y ng- by 1*e*-

--.\,‘,z.nn, v

L‘il ies iz a plan ig one*a*i g a‘ -educed camaci.yu

PR B !

R ~e o .‘,.,,,_ .

whas 9ve*;-eason and 143’ ‘rormal’ ‘"el cyc*e ends da:in the' s:nme*“"

monthé, it will de deaignated as” ope'ating £y B¢ coastdown“o~‘gpeed"pe~

e - 'v‘nwl‘;d‘ AN ke

zode by uhg ugi ity.” As soon’as e pla“t"can be” one*ated At LT T

capaci ty, the cohdit‘ons reqa;rfhg *he“coas sdowy’ o—vspee&up~wiil«nave
i"acu_ously changed mT -ty be teves” that the® woTkload” on” the- Beaseo T

Lo e2%tclently mont nese s *ua onS"-:l %e‘quite”*a“ge““~cﬂﬁr«~v

velieves that the Co_n.ssion nas adcpced an-exst eze’y~ge*e*ous v
deadband for the TCF and iF +he Commission 45 sincere in its stated
purpose of using the TCF as an allocation device desigrmed %o 22irl
allocate risks, ¢0st3, and benefits hetween shareholders and
ratepéyers, it should reject all attempts to slant *he gaﬁe in the.
utiiitiés' Zavor. - | |
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2. TCP Cap | ol Ta e Ial TUT varmzol :

TrlLrT City agrees with .gtaf? witness, Pulsifier, that:no TCF cap
be adopted-for reasongccited byzMr.: Pulsifervia Zxbibit. 5% and also. -
becaise “the “Commissicn hasfalready dbuilt ixto - the ICPicertaimzs =9
features that  are designed’£déslimitcinvestorscexposursesczCityrstates
that it recognizes;asdid:the-ConmissioncinD.84=04~052 hat n.T7217s
perceptions of~either-thet need=Lor oritherlevel. 02T a«cap-maycbes v
related %o perceptions of riskistemmingifromithe. operation-.o::::he::
deadband or the handling of extringicifactors..: City, therefore,-:
reconmends that if the Commission opens up %the door:idy.allowingor:
economic modifiers then there should be no cap. £, onrtheother:
hand-,” the Conmission keeps:thetdooraclosedrand believes:that the ICF
exposes Ahe wHility %o Lrcreasedslevels:of, r..sk:, rtzzen“ ag:easonable~
cap- »m_gbti be-cons‘dez:ed.u::e:-:e:e: mommomene oXNToon Tio,z

2571 ICE andraBRe ST L level owritszss he ﬁ Loerr riofs
UTLLATAT Cltytasatestthats 110 ‘Lsa.g"ees w‘thw 1”45!.130:1\:'3 dnterpretation:
that the TCH reward:or penality: applies: only %o Ahose; costs: mot ~-xo -

sub*ec* "o?t'he“ AZR..-°CL ‘t:y' ar guea-' thats lang:age. 681 'D;«BS-OS-OO-I: makes: -7
.o o

Ll L
[N

..,.'
Vo

‘F'n
'

e
e .~

with/ ~*.;he4 A‘.E'.B?a...d‘ :tha:.:.. theTel L an- add‘*ionaL:eward:.o*~ penal:.‘:y
performance Falls outside 0L thel deadbandn SRINS fmnoua TLEL

L2z TC‘F and Reasonableness’ Reviewr:r ~ornovo v Lamungl 3 LlLonz

D Civylagrees with:the: stafs "hat \exeﬂptio,n 0%y SONG-S Leom 2.

reasonableness -review, 4¥f wperaticz is outside therdeadbandmds oy
conpletely 1llogical. 1 City:agrees with witness: Lavagnano Ahat th -
Comnission "has - nov and Ghouwld moti adops o standard wirich: .z’o/s;:ﬁ":::.:"&:;;
: ‘dr' ; ?*ea;s}‘o"n;ablze ness *rev*few and: whick woulds zewa.*d‘ A Zon “SOT. 20 2 5

b, .—A...._-_

oo -
PR,

POWEL Al
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‘5. Separate Company TCPF Calculations cel TITOLE

cro TIT CLty:believes that on:iits Lace Zdison's proposal to medif
the ~ICF procedure’-’.o-‘.a.llovrtsepa.:ate.compa‘n r-calcu...a.'t:j.on of-capacity .,
factor appears-totbe fairzand reasonable. . Eowever, ﬂCityo_s,,concerned--
that inithe.inplementation-oZ-the proposal:there nay be,ther: . v -y
opportunity-and vpossibility ;of;the utilitiesl manipulating.the .. ;.=
computation of:sthe: ICP. -Beforerthe Coumission: adOP-VSthis co_cept,-,y-
it should:assure. itself that-the~concept..cannot be»maninula. ed %o the-
detrimentiof- the utilities!cratepayers.ry.

E. StafflscPositioncs: orir o smero salunlinm:

T TR M T R U

" - Foom o e
[P .

1% CCCanso .zl w00 nmoad Slusde seesn s e s o o
* L N T '-— - § p iy - " ~-’(
e ~ - o w s L m-ﬂ/?m [Speted SO aw M J

v Staffsalleges that:Edison! 34825~nill on TCchap-p-oposa.lmu-‘
when' applied: tor SONGS 2- & 7 ,- based-upox: current ateplacemeptr.,’uek e
costs, iz equivalent ¢o the current 50 percent. sharekolder.obligati o.nf
at about the 45 percent capacity factor level. :‘or.’t:one;,unif.t‘_ it.1is
equivalens: to-the: sharekolders' obligetion: at: the: 35 percent capacity
factor. 7 Staff states Shat Edison does notiunderstand. .o co*éld A0 - -
bring.-itself~-to-represexnt: tb.e~:a"epa.yers“pe*s'oective 02 ICTWy zoa-oln
Li0? nnSLoilarly,;staff -characterizes! SDG&...L'&:p*opos-ed cap: 0f.82.6:
mill:Lon Tor:.eachr unit: vouldf Dean: that:the. ICH willsmo applm below:: v
the 48.7 perceat capacity factori SDGEE determized: Thav:the ca.p--
should be triggered by events having o 10.percex fp“o-babi.li"r of. .
occcurring,’ which would beat w33 ‘percenticapacity factor.:s The
replacezent fuels icogt was: thex determined. 5o be $9.1 --ﬁmill}.on.. ~.The. .
39. 1 million was reddced by 34 .3 nillion. because .the shax
already ‘exposed to that level of misk mndex the AZR.--A "::.r*.;he- fimeann
reduction ‘of ‘52,2 niTlton was made Lo el*ﬂ:mina.te the: «rj;skadded-« , vhe
AZR due to the increase in the AZR ¢ap with ¢
o rate base, leaving a $2.6 million ba...a.:.ce. T ".. a:gues that
there is 20 ground for %the original $9.1 million because SDGEE's
witness had to assume that the AZR and ICF operated similarly. Staldl

- .

)




A.82-02-40 et 2l. ALJ/je/rr

had- 4o asstmes that the AER and: TCF- operated: similarly. =Staf? states
that-ther AERC1is strictly an incentive for;utili;ty:eﬁici:ency,:;cr:;:-'-;-—::zi
whe’r‘ea.-’si", ‘the- ICF-was' degignedsmainly-2s. ar risk: allwati'omdevicé-r om
eriinortr Staffn states s thatcitcwas. thelonlyy pa*ty tozanalyze whether::
a cap beyond the 50-50:'sharing:shonld: be: placed or: BEALATY exposure: ;.
resulting from the.adopted: ICF: perfornancerstandardsr Staff witness::
T. Pulsifer analyzed: the:exposure..of Edison:and: SDGEESS stock and-" -
boadholders wnder:ther ICF.; Ee:examined: the: effectsofs thexICF: on: the. -
cost of equity capital by conside*ing the *mpact. of:wzar.’x.ous capact ty_,_
factors on ‘the Teturn ‘on -equity.SlEel found thats fort _,dﬁsom.,'-’ a 20
perc?ehé"‘ Capadity would "p‘r‘oduce ‘a A"SOJ ‘oa.sd,e: 'poﬁ:n:w 'pre-'!:ax: fdecreas‘e L-n'~~

P
-

e
-’

both units at 20 percent ca.pa.ci ty Zactor. IoulTIbov :."::":.:E.' o
DrriIlipey SDGEE the ‘resulis are’ similari:l Thepre-tax:iapact on
SetETh “Lor equdty ~for ‘a 20 ‘perdent capactty Tactom Lor reither plant..-
wonld:-decrease earnmimgs by 154 Lasis points andifor both plant -<uront.

operating-at 20 percent capacity a253 basispoint decrease... Ire .
witness “further itestifled that while the: magitude;of: the e;:lace:zen.‘:,-
fuel “costeTovligatfon I8 large for.capacfty factors 020400 -rxnn
percent, “vhe ‘provaby 1‘:!;2:3' 0L ezcorx: e*:L..g Suck: 'nena'..ties mivesy Low.
2l .Re stdffiwitness ifurther maintaine Lthatthe :eal,»e.fsec-f. o2,

eamf*z‘g"s“ ig deveraided ot only ‘by"‘he IC Dt by soher ASR .._ec...:,:as-:--

elT:""Gains fn the AZR" may ~offset "Tosses onhe ICR; S0 that despite
ca...-asuropb.-fc- tIow capacity «factors; the sharehollers may Jmave ains pun
1inited Tiability T Stass iairther calclated ithereffect of ithe - n:
various capacity ‘Lactor :per.‘aﬂ:tie;s mpompre—taxdateresy coverages.zo:
Staf? found:ifor Edison that.a-zero capacity Lacton.fon SONGS- vaould“'
Lower the 1684 forecasted interest coverage Rou RO S Jar e B ‘Zd-x sand:; "o*'
SDG&E it would lower 1983 recorded interest coverage by 0.48x <0
3.52x. These figures are above *he . “d..s*:ry aver ages for AA and A
rated utilities.
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S0TATT YStafe conclidesc that: the: TCE- does not produce:uracceptadle. .

1ncrea.ses<mnthe;costt;of.icapital; anérthere is porreasoncioradoptraroc:
- TCP caps- Stafsl argues: that: the:conpanies: view: the- ICPr30lely as.an. -,

incentive procedure:s - However, TCFris-not:onlyran-incentivezprocedure
Commission adopt the:various:acdifications: to:the: ICE: ‘supported: :by

staff, suchias econonic: nodifiers and: the: extended:/ f"c""' period;, the: -
likelikroodlofither compa..._es::.suf"e...ng ary penals -wi’ZLbe b laNha s

but primarily’ e’ risk:allocation: procedure.. - Moreoyver; sbould -the .. -

ke
Tantially: redueced s oooxnl b nanltrbizos pa— - ; .
N e -‘x n - - ] L TR ., P
subatantial’ wee SIEL GRT nmnlTeilznos O lotlogsn wTioss o oTuoo

-

20 o Stafflanvici pated that: SONG-S F: will de subfect, 10 »the 208, -
procedure wheni it--becones: -operational and a.ccording.y -ae. ,scope o_.,,, -
itz reconmendation addressed.Doth: SONGS: 2 &: 5o voioze no a=icin ardr

A L2V I e S
2. ZEcomomic Modifiers .-:ironl wrlorzos aoousg 0D o oaTlian drod
; Too Tmootog (D tooavin 2

Lo TnonStafd witnessl Cavagrnare, testified dn res 0ESe: TOBALs <;n'<-
request to-adoptcertaintecononic modifiess in co\..nut..ng.whe -capacity
factor under ICE. -Witness Cavagnare.:concluded :that.-LL the Connission
congidered “the “ICT az a2 Tisk.sharing mechanisn, -then there is. ... ...
fustification Lo moti imeluding iexceptions or allowing -nitigaving - - a
factors ‘to edtertinto the ICP Lormula: -Eowever, -if.the Comaission. . -
views the ICE as z performance. incentive,. then::SpectZi: rcactions Lo - -
enhance —economic..e.. iciency sb.ou.ld ~be ~recogn..zed An-the ICT. I:‘l'

.......

they be used to 6 se'o *se:a.lties _and be-suppo*ted. oywdeta.led--eco"ds

—t s

and individwally cjustified -imi-eack case.::Ze.funthern necoumends-tkal

the utilities Ye:required ! to.subnit detaile ;:;eporf:s-,::ggggzas;.,;;:, :
opportuinities o .make -econony jezerngy spurchases whethern .-,m:xrno‘; he -

plants operate withintvhée deadband or-actually reduce outputoto take:
advantage -02 ‘cheapienergy. vLoT4vIs rooteTal :o:c::a:ot.zﬁér'oﬁr Towe
S ECLT MY enftoevec SnoAGIal beisenss DALY mowsl Blimw ol Zun S
PR SO S AT L o TIL AL Toovels oms nnTiniT spedt w07 LT
CeiTilITi EoToe

,
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The staf? witness Zels "_".;hé.t_'based.lbﬁ_‘the_hiszm 0Z- SONGS 1
the second modiﬁ where pow > levels are® *educed“ Lo extend pla.nt

-

oper'a.t:*’ on througb. 3umm"' pealc periods are-ixn: requen“' a8d” do motor Tu0
indica.te the need Tor a modi ca."ion of- the” *‘EC? s'tanda.rd- SrPowever He

L s L R Y e LT

a1d dot ofZer objec*tons uo‘*he Commtssion’s recognizisg coastdowna Tl
in Pt ‘Cutpit’ ‘to extedd ‘the” Prels tycle” st @ pitigating factor 18 £t
was used ‘only 44 “ofsét penalLies ‘and TiL ‘they iaTe supported By < Il Tl
detaﬁled records~and“jus*ﬁ’féd “d each Case ¢ Ee dlsoenphasized that
any “adfTons “tdken -to exténd the fueT! ‘gyclerequlreiconprehensive oo
economic amalysis not only of the utility's own capacity - -558osc!
requirements, but also of those of other tLlfaten fn tre state. - He

L ——

also'recommends‘that whenever*uhe il*ties*con@ide"ex‘ending the

- e R L T B

fue*rcycle and makes‘*he app*op-iate econom‘c-analysis, the wtilites

-~

should send” copfes-of the anaIysis to “the stafs within 15 days’ a‘te--

MR “..n.- -

a decision haé been’ made, *egardless o' whe*her the*util‘ty“dec‘des -
to reduce outpu*"“ “Tn addition®

‘urﬁ.sh“thé”s;ar"with“a fgii"aocoun* o* a_’-act ons-taken asigan.z=ril
result o2 its decisfon tolextend thé oIy’ cycle' While'“he~s.a”*u~'
does 2ot oppose adoption oL the two economio-modifie*s”*i* does T

ooodée he g*a“ti ¥4 o'*a“bla“ket eco“om‘c mod*f ersITT ek

P i

St counsel *eluc*an 13- SEQPO' ne“ige of economic Tons

modi’ie-s. Since the SELTE ieS'al*eadi nave *he “obTH gation*o‘

[P D R

provids ng the 1ea$*“oost ene*gy to**a*epaye*s, e*uti tties fn-1-10°

-n.n" Nl

theory would “save 1o ma.:ce‘“a.djus..men.s iaesoRs 2 5 generation e’ -~
nax mize economy éne“gy pu‘c "25es” and .o-prov‘de's pLrLchont energy -

UgaeE counsel a*gues-toatv*hew”C“'*s~v~~4~~5
primarily ”“isk-sha._ug*dev 188 rather thak an’ Lhcentivetort ¥ i1 .
per o*;ance. Twide deadband” al-eady .nsu_ates “LheTutirities Lrom
éubstah*ial *isk-w%_ch'ls borne oy" *avepaye*s VigtaRei counselys TalT
concerned becanse the” "reiZities’ “have demeAstraied i redughance oYY
riak-sharing and nay manipulate the economic nodifiers %o avoid
penalties. Staff counsel recommends that the Commissioa allow %k
limited economic modiZiers onmly iZ a cap is not adopted.
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< Fanz ICE and.Reasonableness Review . -.o' . .o senan wn

[P - e -

wnpno- o S%2EL characterizes the, applicaa'ts, -regcomzezdatlion that the.

e Vo e e a.a-awv-f..a

TC? serve. %o replace, 2ny. 'rea.so_a.bleness r)eview 0Z. ECAC Zuel, expe:seg

[P T s .(_\-.v....-. eIV

for any capacity. "'a.c:torf- outside o-,the dea.dba.nc‘. as, Preposterous..

U T o S VY

d

~
wn "H-v-A -

Staff 2daits that it may 'oe d.i”icult t0..d0 .8 "'t‘z-a.so“:a.l':1 eness ;'eview

Vo vs e et e - S v W Nfa .-.-,..J

of SONGS, 2. & 3, and;even mpr,e~ difficuls. ‘co show mnprudency,. h.oweve._, o
it is outrageous:-to suggesvy that . the reasonableness rexiew beh,,“,"ﬁ“

L L L A T A P

abandoned; :as:.long -23. ratepayers are required %0 P2y..50, ;pezcent or. .. -
more of the Teplacement -fuel rexpenses Zor ¢apaciyy ac,o:s,@glgw *he_
TCP deadban.d- - N»—na -y

. -~ - v -
o et .o - T wa
L. . I\ i s iew i) -

e~
A R -

Toe oo .-. » k.. ~en T om e L o o Yot o
] vt o ye
- 4.« W et gyt o '.Al,‘-o-u ~‘

o , azgues.thaxvadison.auiASDG&a BrTe. simplx,asking ?he

- "t s J\...n.'

Commission“to change Lts_nind about tke inte-action between the AEP

-\.—-w RPN ISR = -v/

and .ICF. established An.D. 83-09—001\and confi*med Y. Resolution
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energmncostsmor sav 283, due .o SONGS 2 per? ornance outside the TCF

p
AR o PR e

deadband_apply to 100 pe cent o’ the, *eplacemen e»e*gy costs or

o ; u~.‘
- --“--...v...; o il oRwdhadiul Wit oA

savings or o 90 percenx o‘”ene"gy .costs or savings no*mal*y'subﬂect

L e o’ e

to. BCAC. ¢ axnd, no%, subjecf %o. AZR. Applica“ 3 cannot believe ,hat The

! e 4 e e o l‘ Nrﬂﬂg\,—- nﬁﬁ-r mn»L-.-,

Commissionyinzended o have Tmepercen*‘of the SONGS 2 energy,

Lo e AT -Hd-m--- - o

expenses. be subjec* o incentives, 100, percent under the TC”'and"ib
- e Lra Unsage vyl e G

. perceat. under the AER..,Apnlicants beiﬁevé *hat £BLs 1is af

i A - - To-
W en W m e dee WP & . “_“_u “‘sg 9.,4 "‘\r t'"‘f"q.)

Lnequitablq ‘esult and con rary to the Conmissio* 8 intent.

A w J.. ,\.. -«-'-'uq-...»- n»“frn e o ot ”, p.-v‘-

. Applicants . State, thaxpthe,_anguage,inwﬁ 83-Q9—007 is confusing an§
believe, that_there are th:ee,ppssib;e interpreuations or how the

-
s.«d._ _ ,, ﬂ'f‘,h‘ J ol el o lada

CQmmissiondinteﬁded.mhe,AER\and.rc should n4§rac* and. agﬂ}&ﬁg;:

three. would meet the Comm,ss*on 8. d ecz*ve in ’a-agrqph 5 of

[SNRRORH LT dvhvd BEO LNl T

. Resol tion.g—3990,,.¢o en@, his confasion, app;iéants *qupst that

) f}pﬂ‘.
e W e SRlatll a il

the Com;;ssfon indicate *he_p*oper skar 5.Pfff?en the 'a*ﬁﬁﬁﬁﬁﬁuﬁrd
investor based upon the added AZR and TCF. ‘

Staf2, on the other kand, argued that there is no conZusion
as t¢ the intent of %he Comzission about %the interaction between the
AZR and TCF established in D.83-00-007 and confirzed by Resolution
1990. Rather than coanfusion, gtaff alleges that applicants are
requesting the Commissiorn to change i%s mind.

‘We have reviewed applicant's testimony axnd arguments as
well as the position %taken by the staZf. We agree that the language
contained im D.83-09~007 could be isterpreted in %he various ways
described by applicants. We agree with applicantis that it was not
our intent to nave duplicative penalties under the AZR and 7C7.
Therefore, we agree +that when SONGS 2 & 3 production':ails below %he

”,

V.,
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dead:b'ja.!ﬁc the” %oﬁ""éﬁé%‘i‘*a penalsy would-aPpply to ThetECAC portioniofszy

w

the” replacement eRergy cO8tlT TEE AZRTWHLE’compledentithe®ICR by SI4Y

taking ca.re o"'" ‘bhe rema‘in‘mg 10 percen" 0% the Tevplatements - enetay tXg
cost "or _,dison a.n" °8 pe*cen""of the-replicerent-eRergyocost LorSisnl

F’a'v M N o e e Y

. -,
y : N N ) IRt " b’-- - - ~ -
SDG&. e e emes hmd u e st N e ATLDT e COTOT O - v’o ,‘— o8 33-& =

-
n‘ﬂ- hr - e ‘-,- vy v et
- Vo et W} :,-‘-.. -‘,c,n. -

- Reasonableness**l‘-tev-‘ ew- 2%
wef wrl -'We- Have Teviewed” the” Tespective arguments: as’ toT whether: the:
plos serves to replace the” reasonableness review o ECAC Zueld I 7. nif
expenses*- ALthough: D.83-09=007" s4ates’ "Recovery of *:h’e": pdwion; fop Alefads
replacenment fuel costs Zor SONGS 2 not subject™to” AZR" and”4netadopted’
2CP AL Sjtill Te- su‘bject 'to “anatel” prude“cyv“eview ‘ch'rough the ECAC

-

procedizre LWe d’e‘c“ sion croes not sa.y “Hat' "reeeve*'y“e‘ Ahe” porcion oLt
replzcenent’ "’uel"costs Zor SONGS 2 suojec"' %o Lhe TCP would not! pe =n”

i, e -

subject ‘co anm:a‘l pru&e“cy -z-ev‘r ews. - -We coac'ar wf::h the staff androoT

sta.ndu.rd “that vould wa.i*ve -'ea:.,o*ab'*e*ess review fand ‘whiew ~wou1dr~ b

- -

rewaré a.pplica.nts for ..mp*uden‘b 2otions whew operations*’ ares o’u‘t’éfi-'d’eé"-‘»‘ pe
the deadban.d. mene T *_,g-m—'m .E
moyg Bl Modf-fie-s— oC DoTlon ousil lnoonsd

r~t - -

Ve SIS SlelRave i cated en _m.ierf, ‘we- conside* e C""-\.o-‘be"—"f'f"'

-~

both _a. pe - “-:na:nce nce*t‘ive Trocedure as well a:SJ 2 T8EY 2¥Tecation °°
p*ocec’fure. ’We welieve {% 43 rea..,cna.ble o adopy ev-‘*"wo*-“e'coﬁzibm*d“-' -
..odfffe*s w ch ("r) pe-m":‘ a.ppl‘ica.n"'s 'co *ed*.tce eu‘p 5 -.om SONGS 2 &

)

Iy o © -
zeet systei 'Eema...d WhieH “‘s‘“'f“es cos*.:y 5 **a.*epaye*s-’ “(2’)--emove tbe
20881 bLlety ‘62 "a TCF SEnglty whes TELEST Changesia *-e SleTing ousagecT
schedite For "eitrer -SONGS 2 &3 wheniin the' Yegr inveregtionzsor: rrol

ate;é’éj'e"és. <L TR ege fnod f2{ers would thel aubfect ite Ttwo Teondittongr s LT
f'a')"'*i“'ﬁo“.;lj‘ e ‘redognized 40 -0L2et penalties fand (b hatitdny SN oY
adjistaent ve- suppor"e& ~oy*de‘cail’e€~*eeerds~a.nd-~i d*rrvidua‘myxcﬂ oW
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jusvified in-eachrcase. - - The-utilities m.l...be requis ed, to provide

-J..wu..a... L

such detailed.info*nation, ~pa.:c~o"’ "he -epor" on.x e ope::at on, of.,_,.

-y ---.a

each SONG-S unm-wheth.er or.no% each. of the. units ope"a es, within the

——--—~-«~~ S ”m---m;

dead‘r.a.nd-. -Ia. connec‘.._on with rmodi"ier» nmber 2. we, wf,ll requi, - N

,1.3.;..;, Vo w w - s am, o —— o v i w

Bdison %o provide t0 the staf?f the resul"s of "'he a.._a...ysis on an ...

ongoing basis within 15 days after a decision has. beemmademf; in - ..
addition: as. part. of: the-operating, report, 1% will be ;a.ppropria.te ""or
the utility. Lo provide complete.inforzatios. on.both %he economic . —--

. e

-

snalysis: used; Zor; the decision- and; wkat-actually Transpired after the
action had-been. undertakel.. y... son T TrURS e

e '4'\""g -~ Ty ¥ -

P e Do Gneyim Tae HITLCD LN ThaR A

AN ...di.som also: recomnendec‘., that.the_ capacity. "e.c‘cog Zor. .;.c:" R
purpeses: -be conputed, .sepa:mely~,..or ea.c"' u‘:.ili":y in propor tion “.,ﬂoq_, .

each utilit y 3. ownershi.p share. and :Ln propo ti»on o . the, produc"ion,,‘ .

wuv-u—.v -

taken. - By having separate., /ca.lculations each _ut” i% woulc‘., sta...d Ln. .

''''''' L W gk e - .. ./

its, own.and. would not. be rewarded Or. pe..a.....zed.. b_ecause oze. pa.. 't::.e._., ,;

Y o

failed b0 vake ivs share of. the .output. We bellieve this s eq,uest is .

- H.v‘-u.'u ] ..-..»

reasonable. and. will adopt this modificatiofe .. ~.- -~
5. Technical Issues d asghast ane
The first technical issue ralsed by Zdison wa.m.,h‘ewx.se o a
gross o, refmTating. iw the TCP caleuwlation... Zdison supponts the use
0% %he. gross rating of 1127 MW. Zoo mcs',.pu poses, because of .simplicizy.

I

as well..as. -the. ,,.e.cu that AT does: nok v,a.,y Wit pl a.n"' .loa.d. We Wil

ICTRFEE D

adop¥:;the use.-of tb.e g:-oss Tating Jor ICE pur; POSES swnce B e proposal

Oty

i
's)
1~
i)
W
1y
E B

X
-
¥
t

oo ek - s

is reasonable. -2nd. fnon.e ©%..tke. pa.;""‘es ,._a...sed any.. o}:j.gg*ions.. - o=

- R =N
A - -
o s AT -

. ,_.;,,mmmhe second uec.h...ica... igsue. .,3.0&& wa.s Xke appropriate

-
- JER itk e ok

POt u.-u\_o‘

record: period Lo de “sed ~n canpu*i:ng ""~e '“01-‘ .::ewa*da or- .pen.a_u:*_s: oo
Both stafs .and.applicants: have agreed; that @ ,conple‘:.e -Zuel .eycle s .. .
the appropriave-record-period;since it -ep*esentsa -natural - cyc.e. -e
We will \adopt: -¥he recommendation. -The-Sinst :fuel.cycle £ox each unit
will begin with ‘tke-COD~or :each unit -and awoa..d “en.d 3% the "f_':g ;.:.:e__

refueling outage is comp.;.e‘ted._ ALl subsecuent cyc_es would begi“
with the start up from refueling for +that core.
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A. RevenuenRequrements*' N ATE e Tt e s

e NIV e N e s e e e AO . -:,':-.

~-Edison states that . Phase.2. will. a.ddress ~the -qg.gonablene

Wl

-ﬁfaﬂ_,VI;-*Revenue Requirement and

T ReIated”Issues VeowERLTND LR

B
O--d»-\ -l

- Tmem o, -~ -
Lok e e -

. e .
e memmmt e
- - !
e LR W e P S I A

2 s

of:%her costs irncurred:on-SONGS,2: ..&: Dz Howeve»wzh&se 2.is.mot ... .-
expected: to.be completed. until mid-1 1985.~.1% 18 theze""ore neces.,a.::'yL.

N e e e W e

to address. the:issuerof: the,appropriase amoun®, oL, inves*men*—-rela.ted

.\dn- s Attt ks o ...n.v hy.« u-'-..r-

revenue: requirezent which-.should.be-reflect ed in cash_zates, ~prior.to,

P Jreegi puiy Wraen arm

vhe completion. of: Phage - 2..-3In ¢ add .'cion the Assue, o"‘ how, when and i..

- e w A -4\.1\.4-«’\- J- a-u»—u- -'-'--.nv

what: anount- theydeder. redsdebit. accoun* accrua.ls should.be, anortized

PP A R 2 P RS B DU S B

and several -techmical Zariff issues,remain To Dbe, Tesolyved. o

1 oke 2od
vile -l V‘A-J-p DT e .

cuzzy |, Bdison.originally- *eques‘ted. *hat. in-i . Fhase, 13, decisi oz '

\.,.-.....- LY n.ﬂ

the CommiesioNzocwza. rouzumiiser cxmeves 0 cuost g

v - » aAms e - W

Py

P ﬂm- Authorize a. rate. anrease o2, 3368.4, m;uz‘n‘“' T e
- o bring cash Tate ‘levels Zor SONGS 2 & 3 up—

STOTUAT 46 MO0 percent: of 4het Tevenue: requirenmentz sty :%

- T pEeindtHorize redictng ‘the MAAC BalanclrgAccount.:
o by 2 credit of 52,842,472 %o clear the SONGS
2 deferred debit accoun? 'a...d TR vTEER s man

o c. Ado_pt Tdison’ s p—oposed MEAC Wartee 4ot =T <1
Toe toTgorredt fan erroriiin «ther presently: 'ei..“ec':;'.,ve = LITE o

¢ e DA SaTeSf yith Jespact 5o SURISCROME g s
- C&—Cu_a."fc..s. T ' e s Sk \

S e T e e .,,'..,.‘:,

o
-

’."

u,—--.

e o T
o TOTILTCC
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'reéii. semert SSOG 4 million ha.ve "been ‘ey"’lec sed i a."'es eavi ..g

- ioalind - 3 . .
[ (n -fﬂ . ekt et P : Ng'—""

$%68.4 million reveate requirezent nov fefYdered 'afes"an P
aceruing in +he MAAC balancing accomat. Zdison states that 28 of
June 1, 1984, $163 miilion of undercollections had beez accrued iz
the MAAC balancing accounv. This azount is equivalent~to S71S
nillion of Zdison's plant invesiment in SONGS 2 & 3. Therefore, the
undercollection of 3163 million should be sufficient to provide <k
Commission with adequate Zlexidility to deal with Phase 2 issues.
Purthermore, Zdison sates that all investmeni-related revenues Iroz
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SONGS 2 & 5 are subject “to* admsmen* in a‘""‘nal -Commission order 5.::.

P e

Phase 2. Without rate a.c"ion, the“mC’ba:L”a.ncing account will

continue to grow at a.pprox..ma ely $30.7 million._pewon,‘ch__and;“‘m o
incx?ea.s'e 'to more ’chan‘$600"mill:f.on~by Oc"ober "1 ;91985 .7CBd L300

ratepayerscio permitsthe::
undercollected bala:zce ‘to accrue~'to evels g.eé.‘ce -fthan *Eeaminmum:""

Hh

avbid tb.e p*oble:;‘"of"dealing T '.'....rge -amounts-of undercollectionsv:
in. the *’utu.re, ,Ed* son reqaes*ts %hat-+he Commission’authorize:a;rate:is

A '--ﬂ,-.»-

increase’ of” 3368‘ 'y million" 'or &-3 pe-cent“ **o*’brin@ ‘Casht rate ~Levelg: v
up %o 100 perceﬁt of the reven'c:e reqjxi-enen‘c- Tor SONGS & BV B
T A‘c the" ?ha.se 43 oral” argument’ Held- 0" September 13, 1984,
Edison modiﬁ.ed its Pha.se 1B revenue requirement increaseland-ow o7

o e,

seeks 2 Phase ‘13‘ irate increase GX°$300- illion o*;t:rr “‘-:zc ease of

et el s ':‘(‘-"'

about 6% percen...w_. The. *ea.sbn~«gitfen. .4.'01' »the Tedu
increase soug.:amat‘tnm ec, To 2 combinatior, o.., % educ*" on iz
revenue requi-emen* Ade To" accrued de;precia*ion a.nd -»an«inc ease in

oy «-,-\,.v

the level o2 sales wh...ch wo"" c‘., b educe‘ *'he .ja.nng,a" -evem.e shor fall to

[ W A hobagie

about $300 mﬂlion.h We: "zzr'the'"* 'xd‘\'e "*‘cb.a:ﬂ ison. -by .t.e‘.:*.er dated
Septenber 2, 1984‘ ‘h‘a:s‘“ 'd.'v*"sed“t e Comn"s.aioh =y *v*"cf'ar‘ ll 2ot e
filing revisions. to ivs MAAC ZLor c..a...gM in 1985 invest*ent— elated

o ' D -..'-.‘.Jn. -..m

costs for SONGS. 2 & 3 becam.se i s ~evised *eiuceci" -ecues" "ooa into

. - .
bt > [
il DWOLN ML L. - / Mg L ,

considera. son the d 985 *evenue "equirements. ot e

. .
VL TR B R -

B -\-*.p--..-..m
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i, I

Edison further stated a2t the oral argument that’a™Phage 13BI
decision” granting a-3300 nillioncrateincreasetassof November 1, 1684
wilT leave'a $290° pillion’ urdercollecteds balance in the MAAC =- sietnes
valancing secount’, and” that’ anotnt " would inerease by approxinately ™
$25 million-a mwomth 42" further’cash rate’relies 187 notiauthorized in’
Phase 1B.71 Edison? Lurther  states that™+he” 3290”m'1111o-z~’»- BLTimosTi
undercollectiow dn the MAAC balaXeinp adcount: as® of’ Fovenbers 15 - 49847
—“ei:r“e"e;“'e’:ite:‘ “the 'c'é.'p'i:tfaﬁf"‘*-e‘bé'i'ré}%’-;; i&bﬁdaa’g earnings, X0 tearly” 2‘0?"*'“

vioa .

perdent of ‘Ed¥son s share o 4he plant ° wes*t:.en. over at 2-yeerid
pericd.

SDGEE similarly requests tha.'t the Comzission gra.n:t‘:_a._.::al' (4%
{ncréase ‘6F “the Tensining S10%L 5 HLIL ~on 51.‘:{ Tvesepent~related
" irevésué ‘Tequl rements O SONGS 2 & 37 ThHLs would? satisty: vne- Annua.‘l."
- "OQwnerskiy Rate Y KORY ‘Greset :eqz..::ezerrts~ "and” wolldt IAmE 4 Further 407
Tl decimulatLons 4 the. MAKC balancing aceonnt’ 4ot interest: paytents ont~
the 5531’5:5&’85 ‘ag Sof e date 0L a ‘c?ec‘ sfonrfn Prage 1°3.Y7 SDGEE" J"u-’*"‘blié*
.'-' reques*s-“"hat $he audited amownt ¥ -*he-"’.A’KC— Yalane ing: Hecttns a8
Decem‘oer*m 9e% -o"" S5 il lfor ve amortized Oy -g*an'tfng a~-*a‘c‘é"‘
T Acrease “of “§1 18,8 wiT ton £ T SDGET ‘gtates “hat’ by thel Aime 2 ectEion
Ea “i‘n Spuase “1B LS "YSSTed, the MAAC "halancing eccoutt would- Have  accrued
Tover 380 m{Ilforin un'dé*bbl"e‘dﬁfdné‘i 20¢ vhat suekrranount ‘should ver”
“adequate o protect wHe Fa epaye'- zteresty n Prase 2lTSDEET -7
further states that “evenA? Hhe" Phage 2- fd’ec" Sion resultedmLr tonus
‘ddjastrents In-exceéss oL e 'S80 ‘BEFTLon Piratepayers areprot ed by
the bala.nci:r:g Vaccount ”echa.nism Loanr monn 3‘:.J::.;79'".:. Zgmo 23

3 - 3 ta v A - - » o~
Hreew we -Jn. ‘e aFadaRiPoh: Radii. - - ..;’ﬁn ’..'."'vvﬁ’.:..{:”'

sy oy ey
e B -yh -
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B2 Iariff- Issue- Tronnntl lomu iy orn Danoovn o moniTal

.
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- ....-- - Py S e e AJPJa.p LYY

[

LEwe - -.Edison states:that-the. presently effective— MAAC: Tardff: oot

et day

contains ap;error with.respect.to.certain. Jurdisdictional calculations
and- therefore-does not.correctly.reflect the.intended. operatiom of -~
the MAAC..-Paragrapbhs L.4-and L.8 presently direct.that the . --.. :~-

”~

R o v

authorized arnual: revenue-requirenent.stated. in.subparagraphs: L.k.a.c
and: L.8.a..respectively,. be, Jnr:!.adictionanzed Aand incr,ea.sed- to,.

v-\.—.N

provide-for-franchise fees and. uncollecz‘ ble.expenses. . Ihe error in

the tarim' 4s.that the amoun,ts rrrlecued -1z 1:.he~ :ubparagraph.s J:ave", -
already veen adjusted. b e

, feimas
Discussion. .. asiciimmns -

- .o . . .
g X .y - e-«-»-— T i e Ve “oam e r-v'a.')np
e e e b e - W Y

L e

_’..., R O Ll T

aea He have. Lonsidered Edison's: revised request for-cash rate .
rclier for: SONGS:- 2. & 3. of 3300 m:!.llion or; approxima&:ely 6§,,perceat for

will L_r.esn,lp», ,,;Ln; an- gs_t_:!.ma}:e_dﬁ pn@_c‘vrqgl_l.ection -of $360~ mill’ _.«in thc ..MAAC
‘balancing.account at..the .end .of 1985.. -Such .amount-ls equivalent to.

[FR Ay

capital-. recoverysy: Ancluding -earnings for. nearly 20. percent..of .Ed_:.sqn'

share of: the SONGS -2 & .3 investment .over a «2—year ,pezziod. --‘1’1}iamshou1d
enable- the Commission to- retain. sufficlent .tlexibility Lo -cope with any
Phase -2 disallowances. :.Furthermore since: the investment-related. costs
for SONGS- .2 & .3.:are..subject to. balaneing account procedures ratepayers
will not suffer even 1L the .revenue ~requirexent: .ou.d;,sallowance: -shoz.ld

,LAu.-_--‘..-, .-,.*,.-...,,"-«
[P AR v ede

the Phase 1B oral argument from tbe $103-5 m_.ll:Lon ,prev:!.oualy
requested, we Delieve that 1t would be reazonable to restrict the
cash rate relief granted %o SDG&E to the sane ma.gnitude granted to
Edison in Phase 1B. We will therefore authorize SDG&E. cash rate
relief of $84 million in this decision. Although SDGAE requested
that it de granted additional rate increase of 3$15.3 million to

r
S -
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. amortize the MAAC balancin& account undcrcollcczion.: as of

i »- - e

Dcccmbcr 31

LA Y RV o "'

‘{_93_3 we wul denx_ SDG&E this additional rate. mlicfﬁ

,v‘ o
-1—"1 e e

” liad
f-‘.vA‘m PR - -

this tize £o bc consictono with Edison a.nd to' reta;.p&,in the MAAC, samin

\-.Al- v

balancing account an equiva‘le:it 2mount, of, undcrcollections pcnd;.ng.,,, .

\a,&a- ;- - ,-,,‘;—«C_... o, cavu P U

the outcome ot' thc ‘Phase ZJ decision on rcasonableness. By rctaining

. DAk
the ugocrcollcctco ba;anccs inﬁtbc MAAC balancing aceount we are B0t
attcppt’i‘ng "t p;;,judgo thc outcome oz' tbc I?hazc 2 rcaiodpablcness '

revicw but mercly rctaining fl_cxib:!.lity t’o copc ,w‘ tb any .o

"-o-:-

disallowanccs without cauaing exccssivc rate fluczuations.

PR ‘r,a,
A .\4\’\ -

oy
i T bl
...\.q e e ]

-
TR .J‘. .o PO B -

o Wc als_o adopt Edi“soq's ir'equcst to mooiry tae MAAC tar,iff iz,

order to correct t:hc error in thc tarirf to confom, with thc_p_
.,’ I e -'.4. 4w

corrcc'ced ;,anguagc uscd ip‘ Exhibit 8,, Appcndix D..

PRI ~ v e \\v'

S s :;VII;I;.;; - Ei-nd“ings» and -Conelusions.::

@ m s =

B T L 5
ind{ngs ‘of Faegt-i's “-012 SO-InouIUL LT
-mn

120 In T &3—09:-007 ‘tn Aﬁ:ez-oz-uo-%ri‘*fza 4 3on AN R ER-0FR6F ofC

SDG&E the Comiasion established a2 Phase 11-32 %o conc‘?ﬁir* "t’he heed Tor ~
a cap ‘o ‘tbc ~'1.'CF ‘adopted Ln’ that  dectision as well as' 4o eomsider

king mcthofol%ies*for SONGS* 2°% 3IoT~53 ZRIT270%icn

' -""’Oﬁbctobcr ¥.2 1683 ‘Edfson nade a supplcmcntcﬂ. TEng T Yt

A.82-02-40 to reflect 1984 investment and noninvestm‘cng-relatcﬂd:mc-o'sdtf‘;
figures for ‘SONGS 257 -0n October 5" 1983 sno&z f1led Ki8310-12
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Tl Tyl ds/‘reasonable Xo ‘make ‘thelrate ehanges; ordered in this
decision effective om January 1,071985: fn ‘coordination with-other .
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25. It is reasonable Lor EdIison 'to modify the:MAAC tariff ~to

3’bbé¥§§tZ%he“tarifr‘to“confcrd”wiﬁh ‘the "corrected Ianguage -used in
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26 The “TCF medbanisn ‘provides rorias equal ‘sharing -of risks
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32 ‘“I' £ {3 reasonable to use the’ gross’ rating ‘of 1127 M_?: for |
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APPENDIX:A -
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Southern~Califorania-Edison-Comvany

T.4 Caleulation-—Contd.  niart mmmmprih mme e
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TCF Economic Modifiers /!

Exception to the ICP:.procedure Is .authorized -in. the"ollowing

circumstances whe-e 1% is beneficial to ratepayers to-reduce
ouxput of SONGS 2 & 3: RN miw‘

o S

a. “TAnrecononic modifier 'which pernits the niu a7
utilities to. reduce. outputs?rom-SONGS 2 &:Fon-
during-those: Lnterva*s'vhen"to dorsorproduces:
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b. An econonmic modifi ~wh~ch.*emov»3rvhe~
possibility of arTCP -penalty:-when the::
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interestrof:ratepayers.:: o - e
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each case. For economic modifier b),.the utilities are required %

gend the staff coples of any aua_ysis with*n 15-days after a dec‘sion
kas been zmade to consider extexnding the fuel cycle, regardless of
whether the utility decides tTo red: ce o"*uut. Tre uui’i*ies are
Zurther required to furanish the stald with 2 #gll accouat of all
actions taken as a result of its decision to extend the ’"el cycle.
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DONALD VIAL, President, Concurring:

I write this concurring opinion solely because there
appears to be c¢ome misunderstanding and/or confusion about the
SONGS Major Additions Adjustment Account (MAAC) as it relates
to our Phasc II prulency decision and level of any undexr/over-
collection in the MAAC. | -

In earlier decisions, we have wisely confined the
MAAC to investment=reclated expenditures. Pending our prudency
decision ~- in order to give ourselves sufficient time to
thoroughly review the amounts invested in SONGS Units II and III -~
we rcasoned that any under- or over¢ollection in the MAAC could
be adjusted when we made that decision. From the date of
commercial operation, the,utility would be made whole for any
investment-related undercollection in the MAAC, includi#g interest,
and ratepayers would be made whole for any investment-related
overcollection, ihcluding interest. Clearly, the MAAC was created
to enable us to start putting investment-related costs into
basic electricity rates without prejudicing our pendingfdecision
concerning the amount to be actually rate baséd,

From a ratepayer's viewpoint, it may be argued that an
undercollection should be maintained in the MAAC sufficient to
cover some reasomable level of potential disallowance SO as not
o discourage the Commission from maxing appropriate disallowances
when the prudency decision is made. Of course, this entails a
risk for ratepayers because any undercollection involves potential
interest payments to the utilities if the final investment-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 encouragment of an'un&ercollgction5
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to make a failr prudency 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 thzs context, today's decision places $200 million
in SCE's basic electricity rates (an equivalent $84m ‘for SDG&E)
in orxder to prevent the current MAAC undercollection of about ’
$357m from snowballing (with interest) to an estimated $700 million
by the time we plan to issue our SONGS prudency decision on
January 1, 1986. The $300 million inercase in elecﬁrigiﬁy rates
will still leave an undercollection in the MAAC of about $337
million as of the January 1, 1986 date.

In terms of disallowances in the rate base, a $387 million
MAAC undercollection would require investment-related dzsallowancea
of approximately $797 million (on a two-year accumulated under-
collection basis) in order +o wipe out the estimated $387 million
undereollection, ineluding accumulated interest. I have not
heard anyone in the CPUC argue that a $§3287 million undercollection
wouldn't be a rxeasonable MARAC undercollection to cover potential
investment-related disallowances and at the same time place a

reasonable limit ‘on the interest payment exposure of ratepayers.
What has been pointed out, however, is that in addition
to investment-related disallowances thexe may also be some
substantial fuel cost disallowances stemming from unreasonable
delays in bringing the SONGS units on line. A largex\un@?rcollection
is needed, according to this view, to cover both potential
investment-related disallowances in theé rate base and any. 1nczeased
fuel costs attributed to project delays. Since the fuel cost
disallowances could be even larger than the 1nvestment-*clated
disallowances, a $387 million undexcollection might not be _
considered large enough. This view, therefore, would have: uﬂ‘
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confine the amount to be added to electricity rates at this time
to the amount of the decrease in SCE's general rate case to be
issued; namely $115.8 million. 1If we were to limit the adjustment
in electricity rates accordingly, the $327 million potential

MAAC undercollection would be increased substantially to an
estimated $579 million by January 1, 1986. The increased potential
undercollection (the difference between a $300 ﬁiilion 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 imposed on
ratepayers cven though only investment-related disallowance

can cancel out the interest payment exposure of-ratepayérs for

an undercollection in the MAAC. ,

The additional $7.3 million increase in ratepayer
interest exposure (as a hedge against potential £fuel ¢ost
disallowances) could not possibly be recovered by ratepayexrs
through any fuel cost disallowances, which would be made‘through
the Enerxgy Cost Adjustment Account (ECAC), unless the amount
of investment-related disallowance was artifically increased to
cover the added interest rate exposure. It simply would not
make much sense to consciously extract such a large amount from
ratepayers in order to confront a fuel cost decision.ivrf'this
were done, the $7.3 million would become an unjustifiable
assessment of ratepayersjfor the purpose of carrying out the
Commission's\publié responsibility. I could not suppbrt such an
abuse ©f ratepayérs'o: our public trust, and I don't think it
would be anyone's purpose Or intent to do so in alloking for a
laxger undercollection in the MAAC then permitted by,this'decision.
Yet it is important that we understand the full impact of any
acceptable level of undercollection when we are dealing‘with a
MAAC that has been established onlyrfdr investment related purposes.
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I believe our decision to allow the additional
$300 million in basic clectricity rates to be a sound one,
guite apart from any risx-sharing issues related to the
targeted capacity factor. Regarding the latter, the record
is clear that no additional “"cap"” is nceded Lo limit the
exposure of stockholders or to protect the financial security
of the utilities beyond the 50/50 sharing of risk of fucl
costs outside of the deadband éstéblished earlier.

DONALD VIAL, President

December 28, 1984
San Francisco, California
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VICTOR CALVO, Commissioner, dissenting in part.

I dissent on three aspects of the Commission's decision in
this matter. First, I would have adopted a cap on the penalcies and
rewards resulting from the target capacity factor (ICF) mechanism
Second, I would have granted rate recognition to something less than
the $384 million of SONGS revemues adopted by the majority for the
two utilities. Finally, while I wholeheartedly agree with the
majority's decision to not adopt the trended rate base (TRB) method
of ratemaking for SONGS, I would have been more cautious in a.ssessing
its merits relative to other ratemicding options ava:_!.lable o us.

The ICF mechanism provides for a sharing of the risk that
SONGS will operate inefficiently or irregularly between shareholders
and ratepayers. That sharing is appropriate and, as in the past, I
esdorse iv. However, I am concerned that the pemalties which might
arise from the mechanism would be counterproductive if their,
{mposition resulted in an increased cost of capital which must be
borne by ratepayers. To mitigate that possidility, I would adopt a
cap on TCF penalties and, £o be fair, 2 cap on e rewards.

A cap would have served to reduce the extent of the
‘utilities' exposure to extreme swings in earnings, the most extreme
possibly due to broad shut down corders by governmental agencies.

The express adoption of a cap would have signalled to investors that
this Commission would not permit our utilities to face such
uncertaintics. Moreover, it is doubtful that the cap would make a
material difference in the operation of the TCF mechanism. In the

¢ place, the TCF deadband is expected to capture eighty percent ’
Of SONGS operations. Penmalties or rewards would therefore be rare.
And I do not expect that this Commission would wunder a worst case
3cemar~io, i.e., complete moperation, resist the pressures o suapend




the ICF mechanism. I would therefore have limited TCF penalties such
that the penalty would be no greater than 150 pasis. points in the
utilities’ post~tax rate of return on equity. Concurrently, I would
have adopted a different approach on the AER=TCF mechanism. By~
limting the TCF mechaniswm to ECAC costs only, the majority has'
eroded the TCF concept far more than wpuld a cap. I strong believe
‘that my approach would have protected both ratepayers and
shareholders to a greater extent than does the majority's approach.
 As to the matter of present revenues, I believe that a
greater uncollected MAAC talance should have deen retained. Our cost
prudency review is yet to come and the belance left by the majority
to offset disallewances does not cover the range of disallowances
which some parties have ammounced that they iatend to seek. Tbis
raises the spectre of future refunds should we decide on '
disallowances of any significant mgaitude. Wnile the majority
apparently believes that it needs no insurance policy against its
ture timidity, the simple fact is that a refund or rate reduction '
may result in sizable: nuctuat:!.ons in the ¢companies' earnings
records: high for the coming year and low for the next. - A lower
amount would have avoided this result. Above all, we are told,
utility investors seek stabiliy. We should respect that advice.
' Further, if the Commission decides on disailowances large
enough-s0- that. refunds are needed, then we will have required
ratepayers to pay rates in the meantime which we later find to'be
unrea.sonable. Until the prudency review is complete, I camnot comeur
in the finding that the adopted SONGS revenue requirementa are ‘ust
and reasonable. ,
Finally, I believe that the majority decision pa.intsftoo .'
glowing 2 picture of the TRB ratemaiing propesal. The discussion in
the decision does not mention several implementatd.on problem wh:.ch
greatly concern me. - For example, accurately detem:(.ning the -




appropriate "reél" rate of return and asset appreciation rate for the.
trended rate base amounts would be very difficult and would greatly
complicate every genera}. rate cm pr'oceeding during the life of the
project. The quest:.on of whether a regulatory risk premium should be
granted, as an increase in either the utilities’ overall rate of
return or  in the "real" rate of :return for the trénded portion of
rate base, would also be a hotly contested issue. I-‘urther, -most of
the other problems with TRB that were ¢cited by the majority as
reasons leading to their rejection of TRB for SONGS will still be‘
present if TRB is considered for other utility plant additions.
While I agree that the TRB proposal has :nany attractive

features, satisfactory answers must be found to the many serious |
questions lért wanswered ' in ’cbis proceeding belore this Com:i.ssion '
should seriously endorse such a r'adical departure from current
ratemaking praetices. | ' . 3 . .

. As toall other matters resolved in this order, 3z concur in

the opinion of the majority
' s @@/

VICIOR CALVO
Commissiqner‘

I

December 28, 1984
San Franciseo,. California
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PRISCILLA C. GREW, Commissioner, Dissenting in part:

I dissent from the majority's decision 0 put into rates odivon's entire
request of $300 million and $84 million for SDG&S. For Edison, I would have
held back $150 million in the balancing account as a contingency reserve for
the pending prudency proceeding, and I would have reduced SDG&E’# awardv
proporvionately. |

Edison claimed in oral argument (September 13, 1984, page 7668 vol.67)
that the projected undercollection in the MAAC balaneing account as of the end
of 1984 "represents the total capital recovery, including amortizat ion, of
nearly‘zo percehc of Edison's share of the plant investment over a ydo-yedr
period. The Commission therefore has sufficient flexibility for Phase 2 under
our rate proposal.” |

Wnat Edison failed to point out is that by the anticipated date of the
prudency decision, December 1985, the reserve would be less than 20% of the
investment, under Edison's model for recovery which substantially reduces
reserve acerual during 1585. Furthermore, Edison only mentioned investment-
related costs. The Commissioa has not yet ruled on the issue of whether it
might consider fuel cost disallowances in addition to investment-related
disallowances in the prudency determifation. If the Commission were to find
that the onset of plant operation nac been unreasonadly delayed, it is still
conceivable that the Commission mignt decide o2 a disallowance of The extra
costs of purchased fossil fuel during the period of delay. This‘contingency
has not yet beem ruled out by the Commission. As a hypothetical example, a
disallowance in December 1985 of 10% of investment-related costs and a year of
fossil fuel costs would be about $650 nillion, muéh“higher than the reserve the
mjority adopts today. I offer this example as an illusiration only, 2ot a
suggestion of what eventual Commission action will de. :

Since September 7, 1983, the majority has steadily eroded the reserve

established to cover potential diuallowances in the p*udeccy phase of the San
Onofre case. ‘_ .
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In Decision 83-09-007, our initial ruling establishing the MAAC dalancing
account to fully cover acerual of all investment related costs, the Commission
followed staff's recommendation to hold the rate authorization to %8 £ the
annual revenue requirement 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 aannual revenue requirement. Today the majority
accepts Edison's full request to raise rates to cover 92% of”inve tment costs.

I fear that the majority has now given Edison an incentive to delay the
prudency review. Tor the next three years, the majority ha, graated Edison the
highest rate of return of any utility iz California for earnings on the San
Cnofre facility. Witk rates set at the Edison's full request. level £ the $300
million increase, and with the plant depreciating, soon the.company will be
recovering in current rates more than 92% of recovery oz the plant investment.
With every month of delay in the prudency proceeding, the reserve margin
curtailed by today's majority:deeision will shrink as a propertion*of ‘
investment costs, because 1t will have o be spread over a longer period of
lower reserve accruals, while the plant ¢ontinues to earn a high rate of reiurn
in the MAAC account. The longer the proceeding is delayed,vthe Tower the

roportional reserve the Comnission will have to work with. This s not 3
proper signal to give Edison. |

The majority maintains that should unreasonadleness e demonstfated its
eventual ceclsion on prudency disallowances will be made iadependently of the
reserve amount available to cover the disallowance.

I applaud this pledge. I sincerely hope that the eventual prudency

decision will not be prejudiced by the majority's pe*cenuage reduetion of ¢
MAAC reserve: today.

%—:M&»c&n/

PRISCILLA C. GRZW, Commissioner

December 28, 1984
San Francisco, Californla
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| COMMISSIONER WILLIAM T. BAGLEY, dissenting in part:

It concerns he that our discussion of retroactive
ratemaking (PUC Code Section_728) may be taken as a precedent in
future cases. I believe that in this instance, if the dollar
amount were auch larger, then this issue would have been the

subject of much more discussion and I believe the result may have
been different.

Without lengthy analysis, I do not believe'tﬁe gourt would
find this Comnission constricted by Section 728 under the facts
before us. - I do not believe that the legislature intended to so
tie thils Commission's hands in the proper administration of its
bligations. The ¢ircumstance and sequence here involved do not

involve a retroactivepchahge, and this Commission should not so
constrict itself if such factual ¢ircumstances were to arise in
the future. I would adopt the Adninistrative Law Judge s view as
expressed in his proposed decision.

-

WILLIAM T. BAG Commissibnef

Decenmber 28, 1984
San Francisco, Californiz




