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Decision R7 " O?3 In]i·~~, ;i}lrll:~~~i ~r. NOV '1~1Q87 lQhrul it b If I: ~ II t', II ./ ' ... 
BEFORE THE PUBLIC UTILITIES cOMMts'S'1d~" STATE OF CALIFORNI~. 

OII 86 

Investigation on the Commission's ) 
own motion into present and ) 
alternative methods of financing ) 
nuclear facility decommissioning ) 
costs. ) 

(Filed January 21, 1981) 

-----------------------------) 
Michael <i9X'lzales, Attorney at Law, for Southern 

california Edison Comp~ny, and Je{t Cuttero, 
Attorney at Law, for san Diego Gas &: 
Electric Company, respondents. 

James S._;~, Attorney at LaW,. for the Public 
staff Division. 

The Tax; Re!ornt Act of 1984: added Section 468A to. the 
, 

Internal Revenue Code (the Code), to· allow a utility to elect, 
I 

under certain conditions, a current year federal income tax 
deduction for those future nuclear'~ower plant decommissioning 
costs that are. reflected in the' .'\,1tiliity"s currently authorized 

. I • 

revenue requirement~ In california .the regulated. utilities. 
affected by this statute are Souther:n California Edison Comp.any 

. I, '-., 

(Edison), San Diego Gas. &:. Electric 90mpany (SDG&:E), and paei~ie Gas. 
and Electric Company (PG&:E),. all respondents in this investigation. 

• I . 

In phase .1 of this invest~gation. CDeeisio,n (D.) 

87-05-062) the Commission determined: the. sehedule cd' annual' 
payments to be made to a deeommissi6ning fund over th~.estimated 

. • f,. 

useful life of the san Onofre' NUelear Generating Station (SONGS) 
" U.nit Nos. 1, 2, and 3 and Palo Verde NUelear Generating Station 

U:ni t Nos. 1,' 2, and 3.. That schedule' is known as the SChedule of 
R~linq Amounts (SRAS).. The SRAs are tax deductible. The 

. -! 

Clommission also- det~rmined the amounts that should be included 'in, I .. 

I 
I tlc.e eost of serviee- tor Edi~on' and SOG&E for deeommissioning eosts ..... i, 
!., 
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for the years '.984 through 1987. 'rhe SRAs al:ld cost of service 
amounts for PG&E were determined in other proceedings. Because the 
SRAs are tax deductible since 1984, but were not determined prior 
to 1987, the Internal Revenue Code permits a~mencbnents to prior tax 
returns to claim the deduction. 

Phase 2 considers the 1988 revenue requirement for 
nucl~~ar decommissioning costs and the ratemaking treatment for 
income tax benefits associated with the nuclear decoml:l.issioning 
eost tax deductions, 1984 through 1987,; for Edison and SDG&E. 
PG&E's 1988 revenue requirement and tax benefits will be determined 
in o'l:her proceedings. 

Edison submitted a.schedule of state and federal income 
tax benefits available to Edison for m~.clear decommissioning costs 
1984-87 (see Appendix A) which shows a :'potential $3S. million 

, ' . 
revenue reduction. Appendix A does'not reflect a provision ~or a 
california income tax refund for 1984 l6ecause, California-Revenue 
and Taxation Code Section 24690, which: al101llrs california income tax 
deductions for nuclear decommissioning;costs, isef'fective 

• • I commencl.ng Wl. th the 198$ tax year. HO,,"Tever I' because 
decommissioning costs of service for 19S5. and 1986 were not 

.. • ., . I' ,. 

determined until 1987, California income ta): deductions for 1985 
and 1986 nuclear decommissioning costs.! will ~'not be available unless 
section 24690 is amended to· permit deductions applical::>le to those " 

, . 

years... A })ill to that effect is. now b~~fore:the Legislature and is 
expected to be' enacted.. It will permit the 1985 and 198& deduction .1 ' 

to be taken against 1987 income_ 
'rhe income tax })enefitsshown for the 1984 through 1986 

tax years. are the tax })enefits associa;~ed with the' filing of 
I, 

a:mended federal income tax returns for: the .l984 'throu9'h 19'86 tax 
, , , ! 

years. 'rhe income tax ):)enefits shown tor· tltle 1987 tax year are 
those benefits associated with the- election ot,a current year 
income tax deduction for nuclear decom!adssi,oning costs which Edis.on .. 

. ·1. 

will make in its 1987 federal and Cali:fornia income tax returns~ 

- z - 1 ' 
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An amended federal income tax return, including an 
Election Statement, must be filed for each tax year (l984, 1985, 

and 1986) for which a retroactive nuclear decommissioning cost tax 
deduction is claimed, on or before the 90th day after receipt of 
the approved SRAs from the IRS for such tax years. The amended 
federal income tax returns for those years will constitute claims 
for refunds of federal.income taxes. Edison anticipates filing 
those amended tax returns during 1987; however, if IRS approval of 
Edison's SRAs is delayed, Edison will file its alIlended tax returns 
in 1988. 

Edison estimates its 1988 California jurisdictional 
revenue requirement for nuclear decommissioning costs for SONGS 
Units 1, 2, and l and Palo Verde Units, l,.Z, and 3 at $106.$ 
million (see Appendix B). Appendix:a identifies the adopted 
nuclear decommissioninq costs as either wqualifiedH or 
HnonqualifiedH costs. Qualified nuclear decommission:~g costs arc ' 
deductible for both ·federal and state income tax purp03es • 
Nonqualified nuclear deco~ssioninqcostsare not deductible fori 
federal and state income tax purposes. The 1988 revenue 
requirement for Palo Verde No. 3 is shown for both. a 198.7 and 198'8: 

commercial operations date" as it is not eertain in which year it 
,I 

will beqin operations..: 
The 1988 revenue requirement for nuclear clecommissionin~r" 

costs was determined by multiplying 'the qualified and llonqualified 
nuclear decommissioning costs by the appropriate net-to-qross 
multiplier. The 1938 net-to-gross multipliers for qualified and 
nonqualified nuclear decommissioni~q costs are set ~o~ in . 
Appendix C.. 'These net-t~oss multipliers are based on thesa:me:, 
factors ~~i.e., franchise fees, uncollectible accounts expense,. ancf 

. 'i 
income tl1Xes.) used, by Edison 'to.. develop, the net-to-g-ross mul tipli.er ' 
sct forth in Edison' s ~est year 1988; qeneral, ·rate case.. Edison t. 
requests that the net-to-qross mul tipliers ultimately .used. to' " 

I 
determiIH~ the 1988 revenue requirement tor nuclear decommissioning: 

- 3 -
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costs reflect the same factors utilized in tho not-to-9rO~$ 
multiplier adopted in its test year 1988 general rate ease. 

The 1988 net-to-gross multiplier ot 1.0099 for qualified 
nuclear decommissioning costs reflects that for each $1.00 of 
qualified nuclear decommissioning costs revenue requirement in 
1988, Edison will incur an incremental expense of $0.0099 in 
franchise fees and uncollectible accounts expense. The 1988 net
to-gross multiplier of 1.6868 for nonqualified nuclear. 
decommissioning costs reflects that for each $1.00 ot nonqualified 
nuclear decommissioning cos~s revenue requirement in 1988, Edison 
will incur an increlllental expense o·r $0.6868 in franchise tees,. 
uncollectible accounts expense~ and federal and state income taxes. 

Pursuant to the decision issued in Phase 1 of this 
proceeding, the 1988 revenue requirement for nuclear 
decommissioning costs adopted in this. Phase 2 for SONGS Unit Nos. 
1, 2, and 3 and Palo-Verde Onit Nos. 1 and. 2 will be included in 
the base rate 198~ revenue requirement adopted in Edison's test 
year 1988 general rate case. The 1988 reve~ue requirement for PalO. 
Verde Unit No. 3 nuclear decommissioning costs adopted in this 
proceeding will be includec:l 'in the revenue. requirement for other 
Palo Verde Unit No. ;> •. costs, and reflected in rates pursuant- to· a. 
commission decision on Edison'S Palo Verde'O'nit No. 3.application~ 

Edison proposes to flow through to its customers the 

income tax benefits associated with Edison's eleetionof nuclear 
c:lecol1llD.issioning income taxdeduetions. for 1984 through 1987 as 
follows: 

a. Ra:te:aalc:in9 Treataent ~or SONGs. 
unit No.1· Nuclear DeeoIIId.ssiolliDq 
XDCQM 'tAX :Q§netits 

Edison proposes to eredit theE"lec:tric Revenue' 
Adj.ustment Account i:o. the Electric Revenue AdjustlD.ent M~Chanism 
(ERAM balaneinq acco'llnt) with the.1:1eome.· tax benefits to: Ed.ison's .. 

. I 

customers assoeiated with SONGS Unit No.1. nuclear aecommissioninq 

-II 
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costs for 1985 through 1987. 1 ~he income tax benefits for these 
nuclear decommissioning cost:;;. are shown in Appendix A. Edison 
proposes to: (1) credit the ERAM balancing account with the 1985 
and 1986 income tax benefits effective on toe date Edison tiles it$ 

amended income tax re.turns !l:;)r the 1985 and 1986 tax years: and 
(2) credit the ERAM balancin'g account with the 1987 income tax 
benefits effective December 31, 19a7. 

b. Rate.makin9' 1'rea-::ment 1!.or SONGS 'O'Di t 
Nos. 2 and 3 Nuclear Decomlllissioning 
Income tax ~ne~!~,s~ ____________ __ 

Edison proposes tel eredit the Major Additions Adjustment 
Account in' the Maj or Addi -eiC:lns, Ad'j ustment Clause (MAAC balancing 
account) with the income tax benefits t~ Edison's customers 
associated with SONGS Unit tlros. 2' and 3 nuclear decommissioning 
costs for 1984 through 1987. The income tax benefits for these 
nuclear decownissioning costs are shown in Appendi:oe A. Edison 
proposes to: (1) c::edit theMAAC balancing accoun~c:. with the income 
tax benefits for ,1984 through 1986 effeetive on th,e date Edison 
files its amended income tax returns for t:b.e 1984, 19'8S, and 19'8:6" ; ," 

tax years; and (2) credit the MAAC balancing· account with, the 1987: 

income tax benefits effective December 3.1,.· 1987. 
c. Ratemalc:iD9' T.reataent 1!.or Palo Verde 

O'nit Nos. 1, Z, and 3 Nuclear 
Pecpmgissiontog Income tax Benetits 

Edison proposes to credit the. Interim Major Additions 
Adjustment Account. in the Interim Major A~ditions Adjustment Clause 
(IMAAC balancinq account) 'IIl'ith the income tax" benefits to, Edison's' 
customers tor Palo Verde unit Nos. 1, 2, and l nuclear 

1 'rhere are no. income tax benefits to- Edison's customers tor tbe 
19M tax year because 1984·base rates reflected no· income taxes for 
SONGS unit No. 1 nuclear decommissioning costs. 

- 5 -
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decommissioninC] costs for 1;86- and 1987.2 The income tax 
benefits for these nuclear decommissioninC] costs are shown in 
Appendix A. The income tax benefits shown tor Palo Verde t'nit No,. 
3 are based on a COO of October 1, 1987. If Palo Verde Unit No.3 
begins commercial operation after October 1, 1987, the income'tax 
benefits shown will be reduced. Edison proposes to: (1) credit 
the IMAAC balancing account with. the 1986- income tax benefits for 
Palo Verde unit Nos. 1 and 2 effective on the date Edison files its 
amended income tax returns for the 198& tax year:- ano. (2) credit 
the ~c balanCing account with the 1987 income tax benefits 
effective December 31, 1987. 

It Palo verde Unit No. 3 begins commercial operation ,I 

during 1987,. the income tax benefits associated with the Mlount of 
Palo Verde Unit NO., 3 nuclear decommissioninq costs recorded in the 
IMAAC balancinq account durinc.r 1987 will be credited to the IMAAC 

balancinq account effective Decel!lber 31,. 1987. 
If the IMAAC balancing account has been terminated 

pUrsuant to the Palo Verde Phase-In Proeedure,3 Edison will 
credit the ERAM balancinq account with the nuclear decommi:z.sionil'iq , 
income tax benefits attributable to the Palo Verde units. 
SDGiE 

SDG&E tollowed,. wi:th sliqht modification,. the me':hodology 
used by Edison. SDG&E's 198s'revenuerequirement for its 
jurisdictional share of nuclear decommissioninq· costs of S~:>NGS Nos. 

2 There are no income tax benefits to Edison's customers for the 
1984 and 1985 tax years because Palo- Verde unit Nos •. 1 and, 2 . were 
not in commercial operation 4urinq those years. 

3 Pursuant to t:ne Palo, Ver4e Phase:"In . Procedure- adopted. 'in" 
0 .. 86-10-023,. elated October 1,. 1986, Edison will withdraw its,'IMAAC 
tariff effective January 1, 198~,. thereby terminatinq the ~C 
balancing account. ' 

- 6 -
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1, 2, and 3 is $22,157,000 (Appendix 0, Column 5). The amounts in 
Appendix 0 are derived in the following manner: 

1. Column 1 - shows the total 1988 qualified and 
nonqualified costs of decommissioning, 
increased for franchise fees, uncollectibles, 
and, for the nonqualified decommissioning 
costs, taxes, of $24,812,000. 

2. Column 2 - shows a revenue requirement of 
$2,245,000 to. eompensate for a SONGS rate' base 
increase of $l2,680.,000. The SONGS rate base 
will increase because prior decommissioning 
expense accruals have been treated as a 
deduction to rate base through the' depreciation 
reserve. When cash payments are made to the 
trust funds the depreciation reserve will be 
decreased and the rate base will be increased. 

3. Column 3 - shows the total 1988 decomm~ssioning, 
cost revenue requirement o.f $27,.0S,7,,000. 

4. Column 4 - shows the 1988 revenue requirement 
previously authorized of $4,900,.000 (the 1986 
rate case and the MAAC proceedings) .. 

5. Column S - shows the net 1988 revenue 
requirement increase ·of $22,.l57,000-0-

SOC&E requests that (1) We adopt the 1988 revenue 
requirement for nuclear decommissioning costs of $Z7,057~OOO, 
suJ)j ect to. future adj ustment of the 1988. rate of return as 
determined in SOO&E's 198:8 attrition decision,. (2') we authorize an ' 
increase in rates of $22',l57,000, U}Xiated for the 198:8 authorized 
rate of return, to recover the net revenuo roqulr«ment, and 3) we 

- . 

ilnplomont tho rc'lto incr.c'lGO concurrontly vith the 1988 attrition 
rate changes. 

As an o!!set to. the proposed rate increase SOG&E 
estimates that it will return to customers $e,582,000 in tax 
benefits 3.ssociatecl with the nuclear decommissioning- tax cie4uetions: 
for 1984 throuqh 198:7, with the same caveats Edison. raised." 
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PSI> reviewed the proposals of Edison and SOG&E and, in 
general, agreea with them. PSI> did, however, highlight potential 
adjustments which would be needed depending upon the timing of 
various ~'ilin9's and the outcome of pertinent cOl'!lll1ission decisions. 

PSI> recommends that Edison's level of uncollectible 
accounts expense be that which is adopted in Edison's pending 
general rate case (A.86-1Z-047). Edison concurs. PSD agrees with 
the uncollectible accounts expense proposed by SOG&E. 

All parties agree that the effective date for crediting 
the appropriate balancing accounts tor tho nuclear 4eeommi~sioninq 
income t<1X benefits should :be the date amended income tax returns 
are filej;i, subject to adjustment to reflect actual income tax 
refunds ultimately approved :by the IRS.. " 

Pursuant to. D.S7-0S-071,tbe ER.AM fer ~rge Light &. Power 
(LI.&P) customers is scheduled to. be eliminated on April 1, 1988. 
PSI> is ~oncerned that LL&P customers will net receive itheir share. ' 
of the t:ax refund should there be delays in tiling for the refund., 
Edison does not expeet this to occur as the IRS must act on 
approving SRAs prior to. March lS, 19'88 and that approval' is the' 

I 

only item holding back the tax refund filinq. Nevertheless" in the 
event the approval of SRAs is delayed and the utilities file aft~ 

, I 

April 1~ 1988, then the appropriate ECAC and MAAC balancin9~ 
• i 

accounts will :be creciited with the tax benefits. PSOi conCt.tr$ in 
this. 

Finally, PSI> has recommended that the pri villege year tax 

acijustment for the california .corporation Franchise ~ax (CCFT), 

which is reflected in Edison's. ,and SOG&E'scomputation of 1986 and 
1987 nu~le.ar decommissioning' income tax ' benefits reflect the ' ' 
'I ! 

calculation ot the pri vileqe year tax adjustment adopted. in the 
Com:m.is~ion's decisior~· in OIl 86-11-019, the Tax Reto~ Act ot 19&6-

investigation. The privilElge year tax adjustment is! a pro::edure I 

I 

whereb~ the Commiss.ion h~~s traditionally allowed, fo7" rate:tnakinq: 

- 8 -
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purposes, a test year or attrition yeAr federal income tax 
deduction tor CCFT applicable to sucn test year or attrition year, 
even though the federal income tax deduction cannot be claimed by 

the taxpayer until the following year. 'l'his ratemaking proced.ure 
is an issue in OII 86-11-019 beeausta federal income tax rates are 
being lowered in tax years 1987 and 1985. Edison and SDG&:E concur 
with PSD that the Commission's adopted position on the calculation 

, ." 

of the 1.98"6 ,and 198-7 privilege year't~ adj.ust:m.ents for CCFT in OII, 
86-11-019 be adopted in this proeeeding and be used in the' ' ' . 
computa.tion of income tax benefits. available .. to· the ra.tepayers... If' 
a commission decision has not been :Lssued in OII 86-11-019 at the 
time the utilities credit the appropriate balancing accounts, such: 
income tax benefit credits will be made on the basis Qf their 
position on the privilege yearadju~tment,. which will bo·adjUs-e.ed 
to reflect tho Commission's ult1m.ate'deeision in OI:r 86-11-o1~,~ 4.. .' l" 

_\ I" 

4 This deeisionwAs'issued as. a 'Proposed Decision to,which~dison 
and SDG&E commented •. Edisonaqreed., with,theProposed Decision anci 
recommended that Orc1erinq Paragraph,' 1 be' modified:. to- conform. with ' 
Conclusion of Law Z. ,We will' clo· so-~SDG&E ,commented that (i)', the, 

j 

I . 
! 

. t 
t, 

• 
I 
'1 
t I:'; J 

!-

,I"~ · " 

i 

· .' , 

" , · ., final decision should .include. language' <that would authorize SDG&E,' , 
to recover an increase in its'revenue requirement to:'reflect the ' ", 
change in net revenue requirem.enttornuelear'deeoxxmUssioningcosts: ( , 
should the IRS not approve the SRASas S'Ubmitted.:" and (ii) the '." 
revenue requirement should not "be recovered in SDG&:E's 19S5 " 
attrition year application' .. but should berecovereci' through. a tari~f 
filin~ in this decision.. SDG&E'S requests are reasonable and'the 
decisJ.on has been modifiedaceordinqly • 

';"9 -
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Findings 9t I'act 
1. ~he; annualized 1988 revenue requirement for nuclear 

d~commissioning costs for Edison is: 

SONGS 1 
SONGS 2 
SONGS 3 
Palo Verde 1 
Palo Verde 2 
Palo- Verde :) (1987) 
Palo verde 3 (1988) 

~otal $106,484,000. 5 

2Y~lit;i.ed 
$10,048,000 

23,979,000 
34,345,000 

5,&11,000 
5,460,000 
5,967,000 
2.Q~,QQQ 

$85,497,'OOOS 

. 
1S9ngualitied 
$19,678,000 

1,309,000 

$20,.987,.000 

2.a.. Edison expects state,and federal income tax benefits 
available to ratepayers for nuclear decommissioning costs as· 
follows: 

1984 $ S,120,S12 
1985- 9,527,697 
1986 10,17i~S5& 

1987 1~.l~2Il~1 

~ota.l $37,984,9'56 

b. ~he tax benefits are -dependent upon the state tax code 
being amended to allow ,for 19850 and 198.6 state tax deductions> IRS, 

approval of the SRAs,. and Palo Verde 3 beg-inning operations in 
1987. 

5 Based on 1988 Palo Verde 3 commereial operations date • 

- 10 -
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3. The annualized 19813 revenue ::equirement for nuclear 
decommissioning costs for SDG&E is: 

Sl\lalitied HQnggal;i.t;i.ed 

a. SONGS 1 $ 2,871,000 $5,293,000 
SONGS 2 6,693,,000 366,000 
SONGS 3 ~ , ~a2.~..Q Q Q 

$19,153,000 $5-,6.59,000 
Total $24,812,000 

b. III addition to the, reVElnue requirement of para 3. (a) 

, 

SONGS rate base will increase because prior Q.ecommissioninq expenSe: 
accruals ha've been treated as a deduction to rate base through the 
depreciation reserve. This will be revised when cash payments are 

I 

made to the qualified fund. 'rhe revenue requirement tor this I 
adjustment is $2,245-,000'. 

c. Tbe total 19Sa revenue reqUirement is $27,05-7,000 • 
4. Because SDG&E has alre~\dy been allowed $4,900,000 in 

rates for nuclear decomnU.ssionin~r costs, its 1988 net revenue 
requirement for nuclear decommissionin9 costs is an increase of 
$22,157,000,' which should be implemented concurrently with changeS: 

I ' i 

in rates tOl:: SDG&E's 1988 a.ttrition change. 
5.a. SDG&E expects state- and federal income tax benefits 

available to· ratepayers for nuclear decommissioning costs as' 
follows: 

1984 $1,345,836 
198$ 1,530,318 
198:6- 2,727,197 
1987 2,99$,873, 

$8,582-,224 

- 11' -
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b. The tax benefits are dependent upon the state tax code 
beinq amended to allow tor 1985 and 198& state tax deductions and 
IRS approval of the SRAs. 
~QDClv.sisms or Law 

l~ The annualized 1988 revenue requirements for nuclear 
decommissioninq costs tor Edison and for SOG&E set forth in 
Findinqs 1 and l are reasonable and are adopted. 

2.. Edison shall eredit its ratepayers .. with its nuclear 
decommissioning income t~ benefits as follows: 

a. For SONGS 1 credit the ~ balancinq 
account. 

b. For SONGS 2 and 3. credit the MAAC ba.lancinq 
account. 

c. For Palo Verde l,. Z, and 3 credit the IMAAC 
balancinq account,' if available, or if not, 
the ~ balancinq account. 

I 

I 

l.. SDGScE shall credit its ratepayers with its nuclear 
dlecommissioninq income tax benefits by eredi tinq those amounts to- I 

on~~ or more balancing accounts applicable to- all customers. 
4. In calculating its level of uncollectible accounts 

expense factor Edison shall use that whi~ is adopted in Edison's 
general rate case A.S6-l2-047. 

S. The effective date forcreditinq the appropriate 
balancing accounts tor the income.tax benefits shall be the date 
amended tax returns. are filed, subj eot to adj:ustlnent to:'refleet 
actual income tax refunds· ultimat,ely approved by the IRS. 

6.. The income tax bene tits shall,reflectthe privileqe year 
tax adjustment for CCF't adopted in ,the Commission's ultimate 
decision in OIl 86-l.1-0l,9'. Prior to. th~ decision in 'OII 86-11-0l9 

the ~tilities may use' their current adjustment .. 

- 12 -
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Q~ PER 

IT IS ORDERED that: 
1. southern california Edison Company (Edison) shall credit 

its ratepayers with its nuclear decommissioning income tax benefits 
as fo,llows: 

a. For SONGS 1 credit the ERAK balancing 
account. 

b. For SONGS 2 and 3 credit the MM.C balancing 
account. 

c. For Palo Verde 1, 2, 3 credit the IMAAC 
balancing account, if available, or if not, 
the ERAM balancing account. 

2. san Diego Gas & Electric,company (SDG&E) shall credit its 
ratepayer:s with its nuclear decommissioning income tax benefits by 
crediting those alUounts to- one or more balancing accounts 
applicabl'e to all customers • 

3. In calculating its level of uncollectible accounts 
expense E,iison shall use' that which, is adopted in Edison"s general ' 
rate case A .. 86-12-047. 

4. The effective date for erediting the appropriatQ 
balancing accounts. for the income tax benefits shall be th.c date 
amended tax returns are filed" subject to- adjustment to· renect 
actual income tax refunds ultimately approved by 'the IRS. 

, , 

5. The income tax benefits shall. reflect the-privilege year 
tax adjustlllent for CCFT adopted. in the Commission's ultimate 
decision in OIl 86-ll-0l9. Prior, to- the decision in OII S6-11-019 
the utilities may use their current adjustment~ 

o. Edison shall recover its 1988 revenue requirement tor ~ 
nuclear decommissioning' costs set forth in Finding 1 for SONG units 
l,. 2, and 3, and Palo Verde trnits 1 and. Z in its testyear'l9S3 

" 
general rate ease • 

-'13 -
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7. Edisen shall recever its 1988 revenue requirement fer 
nuclear decemmissiening cests fer Pale verde Unit 3 set ferth in 
Finding 1 in its Pale Verde 3 rate applicatien .. 

a..a. Effective January 1, 1988 SOG&E's revenue shall be 
increased by the $22,157,000 net change to. revenue requirements 
granted herein. 

b. SDG&E may adjust its tariff rates effectiVe January 1, 
1988 to. reflect this increase. 

c.. The increase in rates shall be effective cencurrently- ' 
with the rates appreved by the cemmissien in SOG&E's ECAC 

, 

Applicatien No.. 87-07-009 and Attritien Applicatien No.. 87-07-050'. 
" d. The rates autherized by this decisien shall be included 

in the rate design appreved in A.87-07-009. 
9. SDG&E may file an advice letter and supporting 

documentatien to. recover an increase in revenue to, reflect the 
change in net revenue requirement for nuclear decommissieninqces~ 
sheuld the IRS not approve the SRAs as submitted. The supporting 
documentaticn shall include a showinq cf. SDG&E's due dilig~ce to. ' 
have the IRS include the years 1984 and'198S in its qualifying, 
percentage. 

This order iseffecti ve today';' 
Dated NOV 1 31987 , at San Francisco, califernia:~ 

1 
i 
i , ' 
I 
1 
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~OUTHERN CALTFORNfA (OrSON COMPANY 

SCMrO(lt f" ('IF STATF' AND Fr.nrllAt TNCtllolr TAX RrNf~FtTS AVAfl.AnI.( 
--"'o~"mp~['Q"~r01l-N1lr.rm-nrC(')RMTmOlnNc:-r:nns---

19/t"C11rn7 

(Edhon Shire) 

CCali~orn1a Jur15diction) 

(Dollll"S) 

: Cfne t.lI ~"n !lfio'~ 
No. Yea" Onli 1 Onft 2 IInH '.1 Total 

(i) (2) (3) r~j m 
"""I'r:"rl:-or'-:-..."=-.re.:.al~o:..V~e,,r~dl!r..-_-:"_~~_~ nmfng 4/: Grona 

~~~~~~ __ ~~~_~_~~~_~~~~_~_~~~_;_~~nr~t~l~~~~~f~t~2~: ~ftJ ~~, :~~~~: ~~ (6) (7) -rS· ... , .,;;..-:._:..:;.( 9..n)":-~~n';';O;:;;) ;';';':"':--;';(1;';[;':) --

1. 1984 -J.I 2.605.487 2.515.025 

2. 1985 3.3ie.1316 2.896.661 3.312.220 

3. 1986 3.348~')70 Z,993.288 ~,4Z1 .445 

4. Subtotal 6.667.786 8.495.436 9.248.690 

5. 1987 Y 31955.1145 3.458.508 3.953.853 

6. Total 10 ... 6~.&fi)1 11.953.944 13.202.543 

5~120.512 

9.527.697 

9.763.703 3t9.44Cl 94,404 

24.411.912 319.U9 ~.404 

11.368.206 358.157 . 310,435 

35.780.118 61'1.606 ,!O4,839 -' 

413,853 

413.853 

1 ... V5 L279 'lI 1.943.871 

1,275.279" 2.357.n4 (152,811&) 

5.120.512 

9.52'1".697 . 

10.I77d 556 

24.825-.765 Cit) 

13.159.191 (8) . 
r!.964.956 

--------, 
, -.. ~ 11 HO t.lIH were co"~t~ ~rOlll r.te'p.I)'e" for dtICOIIIIIfS$1ontng costs 1n 1984 for SONeS 1. 

" Till! b@nl!11ts l'@~lected for ~elr 1987 l1l.I)' require .djUStJII!nt dependlng upon the pau.ge of AD S3 .. or tRSlppl'OY.'o1 SIlAs n subllt1tttd. 
'31 TI)t ~nl!11ts 10.,. P.'o Ytlrdlt Un1t No.3 N)' rltqu1re IdjustNnt based on tlMt .ctUI' comercl.1 operlt.1ngdU .. f(,.,. thh untt. 
'1.1 The! t11ft1ng odjus.tM&nt results ~l'OIII Cil1fom11 1neoN tUH belng ch.trg~ to the b41,ncfng .ceCUMs. bas.don tl\l4t nSllllption they would b@ subjICt tl> 
- ~edtlr.l till ntH (1 ..... the de4uctfons ~ s~teo ttx.s) ,pl>l1c.ble to 19851nd 1986. Inste.d. tf Cll1forn1. tncON tu., ~o,. 1985 and 1986 .re 

dl!ductlbltl On the Cll1fornil tncON ~x return ~o" 1987. 11 AS S3 is pu~ •• low • .,. ftlder.l fnCON'tix rat. is IppHclbltt (1.e •• the ftder.l 1988 
34 percent r,te). The~fo~. benefits IV1111b1. to ratepayers shOuld bit .djusted fo~ this t1lfting d1ff .... nc ... 

(A) Tn b@n.fits av,11,b1. to ratepayers Inoc11t~ with IlIIInded ~lI returns. 
(8) T,lI benefiU .vll1.ble to ratep.l)'el"l luoc11ted with deCCMlllliui0ft1ng costs deduCtll>ltt On 1987 tlX rretums. 
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SOUTHl"~ CALrrOIlNl/1 rOISON CX'M'N#Y "<" Q. 

A*UAL'UO 1'Je8 IItVtNUt' 1If9!!'RMNT ,0It NJCl.tAR ora,.. .. SSIONINC (X)$T5 !"-

(fdl_ :.".,..) 

(Clll'Ol'ftla Jurtadlctlon) 

fThou,Aftd, 01 00".,..) 

• . . 

LIN 
I No. I ,t_ 

1. o.co..t"fonlnt Acc,.~I, ,.'SO ".'" 21.'" n."s "' 2'-"21 ".~ S-"'" S.'O'1' s.~ ''',m. '1.10'-

:f. ,_T ..... > 
." 

U1 0 ,. St.t. 0 1."0 , •• ,0 0 121 0 0 o· 0 t.'" .~ . 
1:I:l, 

,. ' ..... 1 0 '.010 6.0'0 0 '00 '00 0- 0 0 0. 0 '.",0 z 
o· 

S. 'r_IIIM'''' ':') 1" 21' ,~ , ," »1 " ~ " " 7?4 ", .... ' 
X 

'. Uncol1ectlbl. Aooouftt, '. tc 
7. b~M 2S " 7~ 

'" 
) 62 IS " 1) ,S ," :Hi) 

•• TOTAL ANNUALIUD IIMIU ,. MOUIII(M(NT ,0.0tI. ".'" n.n, n.,,, '.)0. 2S.'18 "."S S.'" ).,60 S.'" ',05' '06.'" 
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• 7. 

s:. 
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APPENOIX C 

SOUTHERN CALIFORNIA EDISON COM~ANY 

1988 NET-TOMGROSS MULTI~LIERS FOR 
NUCLEAR O~COMMrsSrONfNG CaSTS--

(%) 

· Qualified · · Nuclear · Decommfss1on'fng 
Component : Costs 

(1) 

Revenue 100.0000 
Franchi se Fees 0.7300 
Uncol'ec~'fble 

Acco.unts Expense 0.2470 

Subtota.l 99.0230 

State Income 
Tax Factor 

Subtotal 99.0230 

Federal Income 
Tax Factor 

Net Revenue 99.0230 

Net-tc-Gro ss Mu 1 tip Her 1.0099 
(L 1 ne 1 di,Vided by 
I.fne 11) 

: Non-Qua11fied : 
: Nuclear 
: Decommfssfon1ns : 
~ Costs 

(2) 

100.0000 
0.7300 

0.24.70 

99.0230 

9.2012 

89.8218 

30.5394 

S9.282¢ 

1.6868-



• 1988 NET REVENOE ~ INCRFJSE FOR SONGS UNIT NOS .. 1, 2, AND 3 ~ OEX:CM1ISSIcmNG .... 
'I. 

Revenue Req\lire-

Item 
ments for Naelxar 

Deoan. Costs 

(1) 

1. w.rAL REVWOE ~ 24,812 

2. Deearmissi~ Ac:cruals 22,038 

3. Franchise Fees 492 

4.. UncoUeetibles SO 

5. Ad Valorem Tlsxes -0-

6.. Ineane Tlsxes 
7. califomia 531 
8. Federal 1,701 
9. Total Inoane ~es 2,23~ 

10.. rorAL EXP.mSES 24,812-

ll. Net Operating Inoare 

12. Rate Base 

13.. Rate of P.etum 
4 

(SOG&E Share) 
('l'houSMlds of Dollars) 

ments for SONGS 
Rate Base2In- Total Revenue 

crease Requirements 

(2) (3) 

2,245 27,057 

-0- 22,038" 

45 537 

4 54 

7l 71 

155 686-
497 2',198 

--m- 2,884 

772 25,584 

1,473 1~473 

12,686 12,686 

ll.Gl\. 11.6l% 

RevenueReq\lire-
rnents Pre-

viously AUthorized3 

(4) 

4,900 

2,860 

97 

10 

-0-

460 

i~~~i 
4,900 

•• 

Revenue 
~t 
Ino:ease 

(5) 

22,157 

19,178 

440 

44 

71' .. 

22& . . 
725· 
951 

20,684 I 

1413.: , . 

12,68& . 

11.61t. 

1 
2 
3 
4 

Fran. T~le B. 
Fran. Table C. 
~. Table o. 
Rate of Return is SOG&E's 1987 authorized rate of return. This rate' will be updated for 1988' at the t:£lre of 
SOG&E~s filing for 1988 Attrition. 
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purposes, a test ye~r or attrition year federal income tax 
acduction tor CCF~ applica~lc to $uch tost yoar or attrition yoar; 
even though the federal income tax deduction cannot'be claimed by 
the taxpayer until the following year. This rat~king procedure 
is an issue in OII 86-ll-019 because federal inc~me tax rates are 
being lowered in tax years 1987 and 1988. Edi£on and SDG&E concur I . '. 
with PSD that the commission's adopted posit~n on the caleulation 
of the 198-6 and 1987 privilege year tax adjufstments for CCF'I' in OIl 
86-ll-0l9 ~e adopted in this proceedinq and(be used in the 
computation of income tax benefits availal:5le to the ratepayers.. If. , 
a Commission decision has not been issU7d in OII 86-l1-019 at the, 
time the utilities credit the appropri~e ~alancing accounts.,. s.ucb. 

I 
income tax benefit credits will be· mlLa.e on the basis. of their 
position on the privileqe year adjUf$~ent, Which.will be adjusted, 
to reflect the Commission's. ultimate.: dc~i~ion in O~I 86-11-019. 
Findings of P'Ae,t • :' 

, 1. The annualized 1988: revenue requirement for nuclear 
decommissioning costs for Edison is: 

SONGS 1 

SONGS 2' 

SONGS 3 
Palo Verde 1 

Palo Verde 2 
Palo Verde 3 (1987). 
Palo Verde 3 (1988) 

Total 4 $l06,484,00 .. 

I 

$lO,048,000 
, 

23,979,000' 
34,34S,000 

, , 

5:,6l.l r OOO 
$.,460,000 
5',967,000 , , 

§., 054« 000 
, 4 

$8:5-,497,000 

NoDquaUtied 
$l9 ,6·78,000 

l,309,O'OO 

$20,987,000' 

4 Based on 1988 Palo Ver~e 3 commercial operations date. 

- 9 -
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2.a. Edison expects state and federal income tax benefits 
available to ratepayers for nuclear decommissioning costs as 

follows: 

1984 
1985 
1986 
1987 
Total 

$- $,120,5·12 
9,527,697 

10',.177,SS6 / 
" 13, 159 ! 191 I 

$-37,984,956 / 

/ 
b. The tax benefits are dependent upon the state tax code 

being amended to allow for 198$ and 1986 jitate tax deductions, IRS 
approval ef the SRAs,. and Pale Verde ~ beginning operations in 

f 
1987. f 

} . 
3. The annualized 1988 revenu/e ~equirement tor nuclear 

decommissioning costs for SDG&E is: 

. r 

a.SONGS 1 
SONGS 2 
SONGS 3 

Total $24,8l2,000 

03Jalitied Nongualiti~ 

$/2,~7i, 000 $S,29~,COO 
J 6,693,000 366,000 

1_ 9,589,000 

/ $19',153·,000 

f 

$-5·,.659,000· # 

( 

/ 
))'O In addition to the'revenue require=ent of para 3 .. (a) . , 

SONGS rate base will increas,J because prior deconunissioning expense 
I . . . 

accruals have been treated a,s a 'deduction to. rate base throuqh the '. 
depreciation res~rve. This!~ll be revised when eashpay.ments ar~ 
made to the qualified fundi The revenue require=ent for this . 
adjustlnent is $2,245,000. ; 

I 
c.. The total 1988 ~evenue requirement is $27,.057,000. 
4. Because SDG&Eh~s already been allowed $4,900,000 in 

rates tor nuclear decommissioninq costs, its 1988 net revenue·· 

- 10 -
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requirement for nuclear decommissioning costs is an increase of 
S22,l57,000, whieh should ~e implemented concurrently with changes 
in rates for SDG&E's 1988 atj~rition change. 

S.a. SDG&E expects stat~a and federal income tax benefits 
avail~le to ratepayers for nuclear decommissioning costs as 
follows: 

1984 $l,345-,836-

198'5- l,.530 ,318 , 

1986- 2,727',197 // 198.7 4.998.873 

$8,582,224 

~. The tax benetits are dependent upon the st~e tax code 
:being amended te> allow for 1985- and 1986 stat7t' /' deductions and 
IRS approval ot the SRAs. 
COnclusions of Law 

1. The annualized. 1988- revenue requi~ents for 'nuclear ' 
decommissioning costs for Edison and for S:OO&E set, forth in 

, ' J 
Findings 1 and 3 are reasonable and are ad,'opted. 

2. Edison shall credit its ratep/yers with its nuclear 
decommissioning income tax benefits asltol:lows.: 

a. For SONGS 1 credit th/ ERAM balancing 
account. ;f 

b. For SONGS Z and 3Iodi t tho MAAC b~,lancin9' 
account. 

c. For Pale> Verele 1, 2, anel 3- credit the IMAAC 
balancing accoun~, i~ available,. 'or it not, 
the ~balancxnq account. 

3. SDG&E shall credit/its ratepayers with its nuclear 
decommissioning income tax, 1?enetits by crE~di tint;!, those amounts to, 
one or more balancing acco~s applicable'to-all customers. 

- 11 -
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4. In calculating its level of uncollectible accounts 
expense factor EQison shall use that which is aQopted in Edison's 
general rate case A.a6-~2-047. 

s. The effective date for crediting the appropriate 
balancing accounts for the income tax benefits shall be the date 
amended tax returns are filed, subject t~ adjustment t~ reflect 
actual income tax refunds ultimately approved by the IRS. '// 

6. The income tax benefits shall reflect the privilege/year 
tax adjustc.ent for CCF'r adopted in the Commission's ultimati 

I 
decision in OIl ~6-11-01~. Prior t~ the decision in7II 6-11-019 
the utilities may use their current adjustment. 

QRDRE 

./ 
rr :cs ORD~ tha~: . ..1 1 . 

1. Southern Callfornla Edlson, company (Ed150n) sha 1 credit 
• I 

its ratepayers with its nuclear decommissioning/income tax benefits 
as follows: I 

I 
( 

a. For SONGS 1 credit the ERAM ba~ancing 
account. / 

, 
b-. For SONGS 2 and 3 credit the ~c balancing' 

account. t 
j 

( 

2. san Diego Gas & Electric Company (SDG&E) shall credit, its. 
ratepayers with its: nuclear decommissioning income tax ~netits by 

crediting those amounts to one or' more ~lancin9 accounts 
I 

applicable to all customers. I 
I 

3. In calculating its level of uncollectible accou..""lts 
expense Edison shall use that which i~ adopted in Edison's general 

I 

rate ease A.86-1Z-047.. l 
4.. The effective date for creaiting the appropriate 

'-. 
balancing accounts for the income tax benefits shall be th~ date· 

- 12 -
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i' 

/i 
// 

amended tax returns are filed, sUbject to a~j~stment to- reflect 
actual income tax refunds ultimately appr~v~d by the IRS. 

S. The income tax benetits shall retlect the privilege year 
/ 

tax adjust:nent for CCFT adopted in the;COmmission's ultimate 
decision in OIl 86-11-019. Prior to/the decision in OII S.6-11-019 

the utilities may us~ their curren;tadjustment. 
&. SDG&E shall recoverrts 98S net revenue requirE~ent tor 

nuclear decommissioninq costs of $22,lS7,OOO in its J,9SS. ~Lttrition . 
year application. 

7. Edison shall recover its 1988 revenue requirement for 
nuclear decommissioning cost~ set forth in Findinq 1 for SONG Units 
1, 2, and 3, and Palo Verd/ Units 1 ~nd 2 in its test yea:::- 1983 . 
general rate case. I . . 

8. Edison shall ~cover its 1988 revenue requirement tor 
nuc~~ar de.commi~Siox·n / costs tor Palo Verde Unit 3 set torthin 
Finding 1 in its Palo Verde 3 rate application. 

This orde is eftective today • 
Oated / , at San Francisco., California.· 

/ 
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