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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
SOUTHERN CALIFORNIA EDISON COMPANY
for authority to establish a Major
Additions Adjustment Clause, to
implement a Major Additions
Adjustment Billing Factor and an
Annual Major Additions Rate to
recover the costs of owning,
operating and maintaining San Onofre
Nuclear Generating Station Unit
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(Motion filed
September 17, 1987)

Enexrgy Cost Adjustment Clause rates
to equal the increase in Major
Additions Adjustment Clause rates.

Application
82=-03-63
83-10-12
83=10-36
83=-11-19

And Related Matters.

JINTERTM OPTNION
I. Intxoduction

This decision concerns two broad ratemaking issues,
(1) San Onofre Nuclear Generating Station (SONGS) pre-Commercial
Operating Date (COD) expenses and (2) SONGS post=COD expenses.
Regarding the first issue, this decision provides for the
implementation of prior decisions moving these expenses from
interim ratemaking treatment to base rate treatment. Decision (D.)
86~08-060 provided for the procedure of moving from ~“interim
ratemaking treatment” to conventional ratemaking treatment for

SONGS expenses, and D.87-07-097 as am- wdec nrovides for the amount
of expenses found reasonable.
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concerning post-COD expenses, this decision sets a Major.
Additions Adjustment Clause (MAAC) rate based upon an interim
reasonableness factor previously determined by D.87-07-097. «

The primary scope of issues in this decision is whether
or not the utilities have complied with our prior orders and
whether or not the accounting of the dollar amounts is correct.
The revenue effects of this decision will be reflected in rates
contained in the rate appendix issued today in Southern Califormia
Edison’s (Edison) general rate proceeding, Application (A.)
86-12-047, and in the appendix to the decision issued today in San
Diege Gas and Electric Company’s (SDG&E) Energy Cost Adjustment
Clause (ECAC) proceeding A.87=07-009.

This decision will be organized as follows. We will
first provide a summary of the results of this decision. Next will -
be a "background” section outlining the history of events relevant
to this decision. Then we will discuss and resolve the following
issues:

The dollar amount to be moved into rate
base for each utility.

The corresponding reduction of MAAC Average
Ownership Rates (AQR) or interim rates

The amount of the remaining balance in the
MAAC account for each utility and how this
balance should be amortized.

The new MAAC interim rates required to
recover the revenue requirement associated
with post-COD capital costs until these
expenses can be reviewed for
reasonableness.
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IX. Summary

In this decision, we move about $2.22 billion for
Edison and $0.59 billion for SDG&E into CPUC jurisdictional rate
base which produce annual base rate revenue increases of $502
million and $138 million for the respective utilities.
Concomitantly, we discontinue the MAAC interim rates associated
with these pre-COD expenses which produce interim revenue
requirement decreases of $819 million for Edison and $239 million
foxr SDG&E.

At the same time, we authorize MAAC interim rates for
DOst=COD expenses which result in revenue requirement increase
of $53 million for Edison and $14 million for SDG&E.

The resolution of issues concerning the amortization of
MAAC Balancing Account balances results in an annual revenue
requirement increase of $8 million for Edison and a $19 million
decrease for SDG&E.

The net revenue changes due to all these effects are a

decrease of $257 million for Edison and $106 million decrecase for
SDG&E. '

IXX. Backqxound

On February 18, 1982 Edison filed A.82-02-40 requesting
authority to reflect Edison’s 75.05% share of the costs and
expenses of owning, operating, and maintaining San Onofre Nuclear
Generating Station (SONGS) Unit 2 in rates through a Major
Additions Adjustnent Clause (MAAC) procedure. On Octeober 21,
1983 Edison filed A.83-10-36 requesting aufhority to reflect
Edison’s 75.05% share of the costs and expenses of owning,
operating, and maintaining SONGS 3 in rates through the MAAC
procedure. San Diego Gas & Electric Company (SDG&E) filed
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similar applications to reflect its 20 percent share of SONGS 2&3
costs and expenses in rates through the MAAC procedure.

Upon motions by Edison and SDG&E, proceedings initiated
by the various MAAC applications filed by Edison and SDG&E were
consolidated for hearing and decision and bifurcated into two
phases. In its first ratemaking decision on the MAAC
applications, the Commission adopted balancing account treatment
(MAAC Balancing Account) for SONGS 2 investment-related costs and
fixed rate treatment (i.e., not balancing account treatment) for
SONGS 2 noninvestment-related expenses. Similar ratemaking
treatnent was adopted for SONGS 3 through various motions and a
stipulation.' The noninvestment-related expenses for both SONGS
2&3 were transferred from MAAC rates to base rates in Edison’s
Test Year 1985 General Rate Case (GRC).

The proceedings were bifurcated to provide time for the
Commission to conduct a reasonableness review of Edison’s
investment in SONGS 2&3. Phases 1 and 1B considered the
accounting and ratemaking treatment for the SONGS 2&3 c¢osts from
their commexcial operating dates (COD) until such time as those
costs could be reflected in the Company’s base rates after Phase
2 was completed. Phase 2 considered the reasonableness of $4, 509
million investment in SONGS 2&3 (D.86=10~069 as subsequently
amended) . _

On October 3, 1985, prior to the completion of Phase 2,
Edison filed a motion requesting that transition procedures be
established to transfer recovery of SONGS 2&3 investment-related
costs from the MAAC rates to base rates. SDG&E filed a similar
motion on October 16, 1985. The Commission adopted the requested
transition procedures with minor modifications (D.86-08=060). In
its Phase 2 decision, the Commission ordered that thertransition
procedurys adopted in D.86-08-060 be implemented with respect to
the 34,509 million SONGS 2&3 investment reviewed and found
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reasconable in Phase 2. Specifically, the adopted transition
procedures provide that Edison and SDG&E shall:

o Establish a MAAC Balancing Rate to amortize
that portion of the balance in the MAAC
Balancing Account associated with the level of
SONGS 2&3 plant investment adopted in the
Phase 2 decision;

Establish base rates reflecting the revenue
requirement associated with the level of SONGS
2&3 plant investment adopted in the Phase 2
decision; '

Adjust downward the MAAC Average QOwnership Rate
(AOR) or interim rate to reflect removal of the
revenue requirement associated with the level
of SONGS 2&3 plant investment reviewed in
Phase 2 from the MAAC procedure; and

Set the MAAC AOR at a level which will recever
a portion of the revenue requirement associated
with the SONGS 2&3 Post-COD Plant Additions.
The portion of revenue requirement is to be
derived by applying a “reasonableness factor”

as defined in Decision 86-08-060. The

~reasonableness factor” is the ratio of SONGS

2&3 plant investment adopted by the Commission

in Phase 2 to the total plant investment

identified in that Phase.
In addition, in the Phase 2 decision the Commission ordered the
companies to set forth alternate amortization periods for
recovering the undercollections in the MAAC Balancing Accounts.

The adopted transition procedures require the utilities
to file their requests for rate changes in compliance with the
Phase 2 decision within 60 days of the effective date of the Phase
2 decision. By the current motions, both Edison and SDG&E submit
their requested rate changes and related material as required by
the adopted transition procedures, and recquest that the Commission
issue an order which:

1. Finds the recorded balances in ﬁhe MAAC

Balancing Accounts, as adjusted for Phase 2
disallowances, reasonable;
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Adopts the SONGS 2&3 1988 revenue -
requirement attributakle to the level of
SONGS 2&3 plant investment adopted in
Phase 2 ' .

Authorizes rates reflecting these amounts.

IV. Issues

Pre=COD Revepue Requirement Issues

The issues concerning pre-COD expenses are: 1) what is
the revenue effect of moving the the previously found reasonable
investment costs into rate base and 2) how to treat the remaining
balance in the MAAC account. The investment costs moving inte CPUC
jurisdictional rate base are $2.219 billion for Edison and $594
million foxr SDG&E.

1. 1988 Revenue Requirement

Edison requests that a bhase rate revenue requirement of
$524.3 million be authorized to reflect the level of SONGS 2&3
investment found reasonable in Phase 2. Edison recognizes that the
amount requested will be affected by the decision in its current
general rate proceeding. Edison estimates that this additional
revenue requirement using current rate design policy would result
in an average base rate increase of 0.817 cents per kilowatt hour.
The corresponding numbers for SDG&E are $144.2 million and 1.137
cents per kilowatt hour rate increase. SDG&E, like Edison,
recognizes that its estimates will be affected by our decision in
its current attrition application.

The consequence of this recuest is that the MAAC interim
rate for pre~-COD costs would be terminated, which produces a
revenue decrease of $219.2 for Edison and $239.1 million for SDG&E.
The decreases arxe greater than the corresponding increases to base
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rates because although the MAAC rates have remained constant,
depreciation over time has reduced the plant investment level. A
lower rate is now appropriate.

The Division of Ratepayexr Advocates (DRA) has reviewed
the filings of the utilities and agrees with the estimates as filed
with the exceptions of adjustment for rate of return and one
accounting issue. That issue is how to allocate delay-related
unreasonable costs between AFUDC and non=-AFUDC. DRA recommends
further consideration of thic issue.

Edison and SDG&E rely on different decisions to allocate
delay disallowances. Significant tax differences between the two
methods undexline the importance of determining the proper method
to use. If we were to adopt one of the twe methods here, we would
not know the precise revenue consequences since we have no
testimony on this subject after our determination of the basis and
amount of unreasonable pre-COD SONGS expenditures in Phase 2.

Determination of the AFUDC portion of the total
disallowance under D.86-10-069 is highly sensitive to the exact
time period in which the unreasonable delay occurred. The AFUDC
effect is difficult to quantify. We agree with staff that further
detailed consideration is appropriate on this issue and will order
filing of testimony for further consideration in the proceedings on
post=COD costs, A.87=-05=-031 of Edison and A.87-07-=-044 of SDG&E.

In the meantime we will adopt the utility estimates of
1988 base rate revenue requirement as adjusted by today’s orders in
the Edison general rate proceeding and the SDG&E attrition
proceeding. This base rate increase will be authorized zubject to
refund pending resolution of the accounting issue of allocating
delay-related disallowances between AFUDC and non-AFUDC. This
amount, which is unknown at this time, bhas until now been in a
balancing account and subﬁect to future adjustment following
reasonableness review. Allowing the expenses into base rates
subject to refund is virtually identical treatment.
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2. Rxe—COD MAMG Balance-

The MAAC Balancing Accounts record the difference between
the investment=related revenue requirement for SONGS 2&3 and
recorded revenue billed under the MAAC interim rates. SONGS 2&3
revenue requirement was included in the MAAC Balancing Account
beginning on September 7, 1983 for SONGS 2 and April 1, 1984 for
SONGS 3. Edison estimates that the balance in its MAAC Balancing
Account attributable to the approved pre~COD amounts as of
December 31, 1987 will be ($62.6) million (undercollected). SDG&E
estimates a comparable balance of $41.0 million (overcollected).

Edison requests that we find its estimated balance
reasonable for balancing rate purposes and that we auwthorize Edison
to amortize the recorded balance over three years. The three-year
period is chosen to coincide with its general rate case cycle.

SDG&E similarly requests that we find its estimated
balance reasonable, but SDG&E desires to delay making any rate
reduction. It requests authorization to ~offset” the pre—-COD
balance (overcollected) with post-CUD balance (undercollected).

The request is made in order to provide revenue stability.

DRA has reviewed the recorded balances as of July 31,
1987 and the estimated balances as of December 31, 1987 for both
utilities. DRA agrees with the balances as provided by the
utilities with the exception of amounts related to two issues. The
first issue relates to “billing lag”. The utilities have not
adjusted the end of year balances to reflect amounts billed in
December but which will not be collected until January of 1988.

The DRA recommended adjustments are $40.6 million for Edison and
$9.5 million for SDG&E. According to the DRA filing, the utilities
agree with the DRA recommendation.

The second issue is whether or not the utilities should
accrue interest on the income tax expense portion of the )
undercollections in the MAAC Balance Account. DRA recommends thIL.

intexest not be allowed on these expenses because the income tax on
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the revenue shortfall will not be paid until the utilities are
reimbursed for the undercollections. We note that this issue
applies to all non-cash expenses booked to the MAAC accounts, not
just to income taxes. According o DRA this issue could result in
an adjustment for Edison of $16 million.

The utilities have not agreed to this DRA recommendation.
DRA further recommends that this issue be addressed in filings to
be made by the utilities within 60 days of this decision.

We will adopt the balances recommended by the DRA which
include the billing lag adjustment. We will defer resolution of
the interest issue until the utilities have made the filings as
recommended by the DRA. At this point the issue is whether to
allow amortization of the MAAC balances beginning Janwary 1, 1988
subject to future account adjustment or to defer the amortization
of the balance until we have reviewed the utility f£ilings and
resolved the issue. In the interest of rate stabiliéy, we will
allow amortizatien of the balance beginning January 1988 subject to
refund. This treatment concerns a specific issue, and the ”“subject

to refund” treatment is virtually identical to the current

balancing account treatment. The table below computes the adopted
balance. '
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($ in millions)

Estinated December 31, 1987 MAAC balance
Unbilled revenues duwe to billing lag
F&U (franchise fees & uncollectibles)
Balance to be amortized (undercollection)

($ in millions)

41.0 - Estimated December 31, 1987 MAAC balance
2,5 - Unbilled revenues due to billing lag
$0.5 = Subtotal of balance to be amortized
Al - F&U .

51.6 - Balance to be amortized (overcollection)
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3. Amortization Period .

D.86-10=-069 ordered that the utilities would provide
alternate amortization periocds in the filings which are before us
now. The utilities provided alternate scenarios based upon one,
two, and three year amortization periods. Edison recommends a
three-year amortization period for the MAAC balance. This choice
is made because it coincides with its general rate case cycle. The
balances would be reduced to zero by the beginning of the test year
in its next general rate case.

SDG&E also recommends a three-year amoxrtization period of
its pre~COD balance. This recommendation is made to be consistent
with its proposal in the post-COD application (A.87-07-044) and to
ninimize the rate impact on its xetail customers when the balancing
rate is terminated. .

DRA recommends that the amortization period be further
studied. DRA also recommends that amortization of this balance be
deferred until eithex the DRA and the utilities can xeach agreement
or until we resolve the issue.

Instead of the DRA recommended delay, we will adopt the
three~year period recommended by the utilities in order to
coincide with Edison’s general rate case cycle and to minimize the
rate impact on consumers.

B. Post—COD Issues
1. 1988 Revenue Requirement :

Our previously adopted transition procedures also provide
for setting a MAAC interim rate to recover a portion of the 1988
revenue requirement asseciated with SONGS 2&3 post=-COD plant
additions which have not yvet been reviewed for reasonableness. The
portion to bhe recovered is'9§.1% of the actual jurisdictional
revenue requirement. Edison estimates its 1968 ravenue requirement
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for these items to be $53.7 million. This amount adjusted by the
94.1% factor is $55.2 million. The comparabkle figures for.SDG&E
are $16.0 million adjusteé to $15.1 million. '

The DRA has reviewed these estimates and takes no
exception beyond adjustment for adopted 1988 rate of return. We
will adopt these estimates as reasonable for the puxpose of setting
interim rates.

2. Post-COD Balancing Account Balance

After the commercial operating date the utilities have
been incurring investment related expenses f£or post-COD plant
additions. Revenue requirements associated with these expenses
have flowed into the MAAC accounts, but the capital ¢osts have not
yet been reviewed for reasonableness. Since no interim rates are
in place, there are now a balances in the MAAC accounts related to
post-COD costs.

SDG&E estimates that this balance as of December 31, 1987
will be $31.8 million. SDG&E requests authority to begin to
amortize this balance before reasonableness review by amortizing
94.1% (the reasonableness factor) of this balance. Thus SDG&E
would amortize $29.9 million ($31.8 million X 94.1%) beginning
January 1988. SDG&E recommends that the amortization period be
three years consistent with the pre~COD balancing account
amortization period. Since the pre-COD balance is overcollected
and the post-COD balance is undercollected, the two balancing rates
would offset each other to a large extent thus preventing a major
rate impact.

Edison neither quantifies its post=COD balance as of
December 31, 1987, nor requests authority to begin to amortize any
such balance presently.

The DRA response is equivocal but seems to endorse the
SDG&E request.

-
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We will not authorize the SDG&E proposal for this item.
Prior decisions have established the transition procedures. 7This
order is to consider very limited issues essentially dealing with
the mechanics of compliance with the prior decisions and is not the
proper forum to entertain new proposals. So, although the SDGSE

proposal is not unreasonable on its face, we will not adopt it at
this tine. ’

C- Iakles

The tables which follow for each company show the
present, requested and adopted rates and revenues, including
adjustment fox rates of return adopted today in other proceedings:
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TABLE 1

SOUTHERN CALIFORNIA EDISON COMPANY
Summary ¢of 1888 Annualized Revenue and Rate Changes
San Onofre Nuclear Generating Station (SONGS), Units 2 and 3
(Edison share, CPUC jurisdictional)

Rates ‘ Annual Ravenues
{cents/lewh) (s millions)

Present Req. Adopt#d Present Recues<ted Aduuued

Averaze base
rate level for
SONGS 2&2
Pre=-C0D costs

Amortizasion of

MaAC acceount

Salance for o
pre=C0D costs -Q= 23.158

XAAC rate levei
for pr2=-COD -
cOsSts : g19.154

MAAC rate level
for post-COD

Total .27 .92 0.87 £15.154 602.694 562.465

Notes: Present revenues calculated using 64,500.3 GWH, sales
adopted in 1988 GCeneral Rate Case, A.88-12-047.
Difference between present and requested revenues varies
slightly from company filing, due to sales changes.

Adopted revenues ¢alculated using rate of return
adopted in General Rate Case (12.75% return on equity).




' TABLE 2

SAN DIEGO CGAS AND ELECTRIC COMPANY.
Summary of 1988 Annualized Revenue and Rate Changes
San Onofre Nuclear Generating Station (SONGS), Units 2 and 3
" {SDCEE share, CPUC jurisdictionmal)

‘Rates Annual Revenues
(cents/kwh) - {s millions)

- e . - - e W RS .

Present Req. Adopted Present Requested: Adopted

Average base

rate level for

SONGS 2&2

pre~COD costs . : 098 144.22

. Amortization of
MAAC account
balance for

pre-COD costs (0.219) (C.152) (15.2253) (19.1408) -

MAAC fate level
for pre-COD
costs - , 239.139

MAAC rate level
for post~COD

costs . . ‘ 15.061 14.287

Amortization of

MAAC account

balance for ‘

‘post-COD costs . ' -0~ 11.005 -0-

Total . . 239.139 154.861 133.599

Proevsant wsevenues calculated using 12,606.18 GWH, sales
adopted in ECAC/ERAM Applications 87-04-018, 87~07-009.
Difference between present and requested revenues varies
slightly from company filing, due to sales changes.

Adopted revenues calculated using rate of return adopted
in attrition Application 87-07-050 (12.75% return on equity).

-

- 15 =
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Pinds r Fach

1. On September 17, 1987, Edison filed a motion for a
Commission order authorizing rates in compliancé with the
Commission’s Phase 2 decision. ' |

2. On October 1, 1987, SDG&E filed a motion for a Commission
order authorized rates in compliance with the Commission’s Phase 2
decision.

3. D.86-08=-060 adopted transition procedures to be used in
implementing into rates the costs to be found reasonable in
D.86-10-069 and D.87-07=-097.

4. D.86-10-069 is the original Phase 2 decision on
reasonableness of pre-COD capital expenditures.

5. The Commission granted limited réhearing on D.86-10-069
by order on March 17, 1987.

6. The Commission issued D.87-07=-097 on July 29, 1987
nodifying D.86-10-069 regarding the amount of disallowance due to
imprudent actions by applicants and denying further rehearing.

7. A petition for rehearing of D.87=07-097 was filed by the
Attorney General of the State of California on September 8, 1987,

" challenging the procedure and method used by the Commission in
determining the disallowance.

8. The Comnission issued D.87-11-018 on November 13, 1987
nodifying D.86=10-069 and D.87-07~097 and denying rehearing.

9. DRA filed a response to the motions on December 10, 1987.

10. Edison’s and SDG&E’s estimates of the balances in the
Major Additions Adjustment Clause (MAAC) accounts for Edison and
SDG&E do not ¢redit the December 1987 MAAC-Annual Ownership Rate -
(AOR) sales which will be billed in January 1988 due to billing
lag. .

1l. The issue of accruing interest in the MAAC accounts on
income tax and other non=-cash MAAC Balancing Account debits related
to uncollected revenue has not been resolved by the Commission.
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12. Edison and SDG&E request to establish MAAC Balancing
Rate components reflecting a three-year amortization of MAAC
balances associated with pre-COD plant costs.

13. The Phase 2 decision determined a 94.1% reasonableness
factor to be applied to post-COD expenditures for interim
ratemaking purposes until a decision is issued on reasonableness of
post-COD exbenditures.

14. The Commission has issued a decision today in Edison’s
general rate case (GRC), A.86-12-047, adopting a 12.75% return on
equity. ,

15. The Edison GRC decision also adopted a revised sales
" estimate.

16. The Commission issued a decision today in SDG&E‘’s 1988
attrition year filing, A.87-07-050, adopting a 12.75% allowable
return on equity.

17. Edison and SDG&E interpreted the AFUDC effects of the
Phase 2 Commission decisions differently.

18. A 1988 base rate increase of $501.6 million for Edison to
reflect the revenue requirement for SONGS 2&3 investment adopted in
Phase 2 complies with Phase 2 decisions.

19. A 1988 revenue decrease for Edison of $819.2 million to
reflect reduction of the MAAC interim rate attributable to pre-COD
interim rates complies with Phase 2 decisions.

20. A 1988 revenue increase for Edison ¢f $52.6 million to
reflect the MAAC interim revenue requirement associated with SONGS
2&3 post~-COD plant additions reduced by the reasonableness factor
adopted in Phase 2 complies with Phase 2 decisions.

21. It is reasonable to reflect in 1988 revenue for Edison
the amortization over three vears of the MAAC Balancing Account
level, for an annual revenue increase of $8.2 million.

22. A 1988 base rate increase of $138.5 million for SDG&E to
reflect the revenue requirement for SONGS 2&3 investment adopted in
Phase 2 complies with Phase 2 decisions.




A.82=02=40 et al. ALJ/WRS/rmn

23. A 1988 revenue decrease of $239.1 million for SDG&E to
reflect reduction of the MAAC interim rate attributable to pre-COD
interim rates complies with Phase 2 decisions.

24. A 1988 revenue increase for SDG&E of $14.3 million to
reflect the MAAC interim revenue requirement associated with SONGS
2&3 post-COD plant additions reduced by the reasonableness factor
adopted in Phase 2 complies with Phase 2 decisions.

25. It is reasonable to reflect in 1988 revenue for SDG&E the
amortization over three years of the MAAC balancing account level,
for an annual revenue increase of $19.1 million.

26. The revenue changes authorized in this order are just and
reasonable with the exception of those amounts that are being

authorized subject to adiustment as discussed in the text of this
ordexr.

conclusions of Law

1. Hearings on these motions are not required since the
issues of prudency of actions by applicants have been fully
considered and decided by the Commission in Phase 2.

2. Edison and SDG&E should be required to file testimony on
the proper method of determining the AFUDC impact of the expenses
deternined to be unreasonable in Phase 2.

3. Edison and SDG&E should be ordered to file testimony on
the issue of accruing interest on undercollections in the MAAC
Balancing Account associated with non-cash expenses.

4. SDG&E and Edison should be authorized to reflect in rates
the revenue requirement changes found reasonable in this orxder.

5. It is not appropriate to reflect in 1988 revenue for

SDG&E any increase to amortize of the post-COD SONGS 2&3 MAAC
Balancing Account.
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INTERIM ORDER _ /

YT IS ORDERED that:
1. Southern California Edisen Company (Edisen) is authorized
to increase 1983 base rates by $501.6 million to reflect the
revenue reguirement for the San Onofre Nuclear Generating Station

TUnits 2 and 3 (SONGS 2&3) investmenat adepted as reasonable in the
Phase 2 decisions.

2. 'Edison is authorized to decrease 1983 revenues by $319.2
million to reflect reduction of the interim pre-Commercial
Operating Date (pre-COD) Major Additions Adjustment Clause (MAAC)
Anrual Ownexship Rate (ACR) to zero in compliance with the Phase 2
decisions.

3. Edisen is authorized to increase 1988 revenues by $52.6

illion to reZXlect the interim MAAC AOR revenue reguirement for
SONGS 2&3 pest=-COD plant additions reduced by the adepted
reasconakleness factor in compliance with the Phase 2 cdecisions.

4. Edison is authorized to increase 1983 revenves by $3.2
million amortized over 3 years the MAAC Balancing Account level
asscclated with pre=COD costs.

5. San Diego Gas and Electric Company (SDGEE) is authorized
to increase 1983 base rates by $138.5 millien to reflect the

revenue requirement for SONGS 2&3 investment adopted as reasonable
in the Phase 2 decisions.

6. SDG&E is authorized to decreasc 1933 revenues by $235.1
million to reflect reduction of the interim pre-CoOD MAAC AOR to
zero in compliance with the Phase 2 decisions. '

7. SDG&E is authorized to increase 1938 revenues by $14.3
million to reflect the interim MAAC AOR revenue requirement for
SONGS 2&3 post-COD investment reduced by the reasonableness factor
in cempliance with Phase 2 decisions.
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8. SDG&E is authorized to reduce 1988 revenues by $19.1
million to amortize over three years the MAAC Balancing Account
level associated with pre-COD costs. '

9. SDG&E’s request te amortize the MAAC balancing account
level associated with post~COD SONGS 2&3 costs is denied.

10. Edison and SDG&E shall file testimony on allocation of
unreasonable SONGS 2&3 plant ¢osts to AFUDC within 60 days of the
affective date of this order.

11. Edison and SDG&E shall file testimony within 60 days on
the issue of MAAC balancing acecount interest applied to account
debits for utility expenses not yet paid.

12. Edison and SDG&E are ordered to file tariffs in
compliance with this order within seven (7) days of the effective
date of this decision. '

13. Except as otherwise provided herein, all other aspects of
the motions of Edison and SDG&E are denied.

This orxder is effective today.

Dated QE;; 2 2 Qﬂz , at San FPrancisco, California.

STANLEY W. HULETT
. President
INDN%11>\HAL
FREDERICK R DUDA
C. MITCHEELL WILK
JOH.N B. OHANIAN.
Corissioners
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APPENDIX A

SOUTHERN CALIFORNIA EDISON COMPANY
Summary of 1988 Annualized Revenue and Rate Changes
San Onofre Nuclear Generating Station (SONGS), Units 2 and 3
(Edison share, CPUC jurisdictional)

Rates Annual Revenues
(cents/kwh) (5 millions)

Present Reg. Adopted Present Requested Adopted

Averaze base
rate level for
SONGS 2&2
pre=-COD costs

Amortization of
MAAC acceount
valance for
pre=COD costs

MAAC rate level
for pre-COD
costs : 819.154

MAAC rate level
"for post-COD

costs 0.082 ' -0=- $5.285 52.5989

Total 0.872 819.154 602.694 562.465

Notes: Present revenues calculated using 64,500.3 GWH, sales
adopted in 1988 General Rate Case, A.86-12-047.
Difference between present and requested revenues varies
slightly from company filing, due to sales changes.

Adopted revenues calculated using rate of return
adopted in General Rate Case (12.75% return on equity).

(END APPENDIX A)
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APPENDIX B

SAN DIEGO GAS AND ELECTRIC COMPANY
Summary of 1988 Annualized Revenue and Rate Changes
San Onofre Nuclear Cenerating Station (SONGS), Units 2 and 2
{SDG&E share, CPUC jurisdictional)

Rates
(¢cents/kwh)

Present Req. Adopted

- e A S mS Gr R G S En AN e -

“Average base
rate level for
SONGS 243
pre=CO0D costs

Amortization of
MAAC account
balance for

pre=COD costs (0.119) (0.152)

MAAC raie level L
for pre-COD ' :
costs =Qa - -

MAAC rate level
for post=C0D '
¢costs 0.113

Amortization of

MAAC account

balance for :
post-COD c¢osts i Qe

Total 1.060

L)

Annual Revenues
(s millions)

Present Requested Adopted

-0- (15.425) (19.140)

239.139

-0- 15.061

-0- 11-005
239.139 154.861  123.599

Present revenues calculated using 12,606.18 GWH, sales
adopted in ECAC/ERAM Applicarious 87=04-018, 87-07-0095.
Difference hetween present and requested revenues varies
slightly from ceompany filing, due to sales changes.

Adopted revenues calculated using rate of return adopted
in attrition Application 87-07-050 (12.75% return on equity).

(END APPENDIX B)
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QRDER

IT IS ORDERED that:

1. Southern California Edison Company (Ediso is authorized
to increase 1988 base rates by $501.6 million to reflect the
revenue requirement for the San Onofre Nuclear Gemerating Station
Units 2 and 3 (SONGS 2&3) investment adopted as/reasonable in the
Phase 2 decisions.

2. Edison is authorized to decrease 1988 revenues by $819.2
million to reflect reduction of the interin/ pre-Commercial
Operating Date (pre-COD) Major Additions Xdjustment Clause (MAAC)

Annual Ownership Rate (AOR) to zero in céhpliance with the Phase 2
decisions. ’

3. Edison is authorized to in¢rease 1988 revenues by $52.6
million to reflect the interim MAAC/AOR revenue requirement for
SONGS 2&3 post=COD plant additio%' reduced by the adopted
reasonableness factor in compliance with the Phase 2 decisions.

4. Edison is.authorizeg/éo increase 1988 revenues by $8.2

million amortized over 3 years the MAAC Balancing Account level
associated with pre-COD cosks.

5. San Diego Gas ,,d Elec@ric Company (SDG&E) is authorized
to increase 1988 base rates by $138.5 million to reflect the
revenue requirement for SONGS 2&3 investment adopted as' reasonable
in the Phase 2 decisions. .

6. SDGLE is d&thorized to decrease 1988 revenues by $239.1
million to reflect/reduction of the interim pre=COD MAAC AOR to
zexro in compliagé; with the Phase 2 decisions.

7. SDG%H is authorized to increase 1988 revenues by $14.3
million to reflect the interim MAAC AOR revenue requirement for
SONGS 2&3 gpét—COD investment reduced by the reasonableness factor
in compliance with Phase 2 decisions.

/S |

#




This is the SONGS order and for reasons that are teo Jlengthly

to go into, it slipped through the cracks and didn't get sent to
reproducetion. We didn't discover this until 4 p.m. and there were

a lot of changes, which I have made in the order. This has- bollixed
Up the pagination :rifter the tables, making it look like pages 15 and

16 are missing. They aren't - this is a complete order, T juct

don't know how to fix the pagination in the corfrputer at this late
hour.

Mary Carlos
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Decision

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
SOUTHERN CALIFORNIA EDISON COMPANY
for authority to establish a2 Major
Additions Adjustment Clause, to
implement a Major Additions
Adjustment Billing Factor and an
Annual Major Additions Rate to
recover the costs of owning,
operating and maintaining San Onofre
Nuclear Generating Station Unit

)
)
)
)
)
) Application 82-02-40
)
)

No. 2 and to adjust downward net )y
)
)
)
)
)
)
)
)
)
)
)

(Motion filed
September 17, 1987)

Enexrgy Cost Adjustment Clause rates
to ecqual the increasc in Major
Additions Adjustment Clause rates.

Application
82=03=-63
83~10=12
83-10-36
83-11-19

And Related Mathers.

INTERIM OPINION
I. Xntroduction

This decision concerns two broad ratemaking issues,
(1) San Onofre Nuclear Generating Station (SONGS) pre=-Commercial
Operating Date (COD) expenses and (2) SONGS post—~COD expenses.
Regarding the first issue, this decision provides for the
implementation of prior decisions moving these expenses from
interin ratemaking treatment to base rate treatment. Decision (D.)
86=-08=-060 provided for the procedure of moving from ~interim
ratemaking treatment” to conventional ratemaking treatment for

SONGS expenses, and D.87-07-097 as amended provides for the amount
of expenscs found reasonable. '
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Concerning post-COD expenses, this decision sets a Major
Additions Adjustment Clause (MAAC) rate based upon an interim
reasonableness factor previously determined by D.87-07-097.

The primary scope of issues in this decision is whether
or not the utilitics have complied with our prior orders and
whether or not the accounting of the dollar amounts is correct.
The revenue effects of this decision will be reflected in rates
contained in the rate appendix issued today in Southern California
Edison’s (Edison) general rate proceeding, Application (A.)
86=~12-047, and in the appendix to the decision issued today in San
Diego Gas and Electric Company’s (SDG&E) Enexgy Cost Adjustment
Clause (ECAC) proceeding A.87-07-009.

This decision will be organized as follows. We will
first provide a summary of the results of this decision. Next will
be a “background” section outlining the history of events relevant

to this decision. Then we will discuss and resolve the following
issues:

The dollar amount to be moved into rate
base for each utility.

The corresponding reduction of MAAC Average
Ownership Rates (AOR) or interim rates

The amount of the remaining balance in the *
MAAC account for each utility and how this
balance should be amortized.

The new MAAC interim rates required to
recover the revenue recquirement associated
with post-COD capital costs until these
expenses can be reviewed for
reasonableness. '
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IX. Swmmary

In this decision, we move about $2.22 billion for
Edison and $0.59 billion for SDG&E into CPUC jurisdictional rate
base which produce annual base rate revenue ingcreases of $502
million and $138 million forx thé‘respective utilities.
Concomitantly, we discontinue the MAAC interim rates associated
with these pre-COD expenses which produce interim revenue
requirement decreases of $819 million for Edison and $239 million .
for SDG&E.

At the same time, we authorize MAAC interim rates for
ROSE~COD expenses which result in revenue requirement increase
of $53 million for Edison and $14 million for SDG&E.

The resolution of issues concerning the amortization of
MAAC Balancing Account balances results in an annual revenue
requirement increase of $8 million for Edison and a $19 million
decrease for SDG&E.

The net revenue changes due to all these effects are a

decrease of $257 million for Edison and $106 million decrease for
SDG&E.

III. pPackground

On February 18, 1982 Edison filed A.82-02-40 requesting
authority to reflect Edison’s 75.05% share of the costs and
expenses of owning, operating, and maintaining San Onofre Nuclear
Generating Station (SONGS) Unit 2 in rates through 2 Major
Additions Adjustment Clause (MAAC) procedure. On October 21,
1983 Edison filed A.83-10-36 requesting authority to reflect
Edison’s 75.05% share of the costs and expenses of owning,
operating, and maintaining SONGS 3 in rates ﬁhrough the MAAC
procedure. San Diego Gas & Electric Company (SDG&E) filed

’
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similar applications to reflect its 20 percent share of SONGS 2&3
costs and expenses in rates through the MAAC procedure.

Upon motions by Edison and SDGSE, proceedings initiated
by the various MAAC applications filed by Edison and SDG&E were
consolidated for hearing and decision and bifurcated into two
phases. In its first ratemaking Gecision on the MAAC o
applications, the Commission adopted balancing account treatment
(MAAC Balancing Account) for SONGS 2 investment-related costs and
fixed rate treatment (i.e., not balancing account treatment) for
SONGS 2 noninvestment-related expenses. Similar ratemaking
treatment was adopted for SONGS 3 through various motions and a
stipulation. The noninvestment-related expenses for both SONGS
2&3 were transferred from MAAC rates to base rates in Edison’s
Test Year 1985 General Rate Case (GRC). |

' The proceedings were bifurcated to provide time for the
Commission to conduct a reasonableness review of Edison’s
investment in SONGS 2&3. Phases 1 and 1B considered the
accounting and ratemaking treatment for the SONGS 2&3 costs from
their commercial operating dates (COD) until such time as those
costs could ke reflected in the Company’s base rates after Phase
2 was completed. Phase 2 considered the reasonableness of $4,509
million investment in SONGS 2&3 (D.86-10-069 as subsequently
amended) . '

Oon October 3, 1985, prior to the completion of Phase 2,
Edison filed a motion requesting that transition procedures be
established to transfer recoveiy of SONGS 2&3 investment-related
costs from the MAAC rates to base rates. SDG&E filed a similar
motion on October 16, 1985. The Commission adopted the requested
transition procedures with minor modifications (D.86-08-060). 1In
its Phase 2 decision, the Commission ordered that the transition
procedures adopted in D.86~08-060 be implemented with respect to
the $4,509 million SONGS 2&3 investmént reviewed and found
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reasonable in Phase 2. Specifically, the adopted transition
procedures provide that Edison and SDG&E shall:
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Establish a MAAC Balancing Rate to amortize
that portion of the balance in the MAAC
Balancing Account associated with the level of
SONGS 2&3 plant investment adopted in the
Phase 2 decision:

Establish base rates reflect;ng the revenue
requlrement associated with the level of SONGS

2&3 plant investment adopted in the Phase 2
decision;

Adjust downward the MAAC Average Ownership Rate
(AOR) or interim rate to reflect removal of the
revenue requirement associated with the level
of SONGS 2&3 plant investment reviewed in Phase
2 from the MAAC procedure; and

Set the MAAC AOR at a level which will recover

a portion of the revenue requirement associated
with the SONGS 2&3 Post~-COD Plant Additions.

The portion ¢f revenue reguirement is to be
derived by applying a “reasonableness factoxr”

as defined in Decision 86-08-060. The
#reasonableness factor” is the ratio of SONGS

2&3 plant investment adopted by the Commission

in Pnase 2 to the total plant investment
identified in that Phase. - .

In addition, in the Phase 2 decision the 'Commission ordered the
companies to set forth alternate amortization perieds for
recovering the undercollectmons in the MAAC Balancing Accounts

The adopted transition procedures require the utllxtles
to file their requests for rate changes in compliance with the
Phase 2 decision within 60 days of the ezfective date of the Phase
2 decision. By the current motions, both Edis on and SDG&E submit
their reques sted rate changes and related material as required by
the adopted transition procedures, and request that the Commission
issue an ordexr which:

1. Finds the recorded balances in the MAAC
Balancing Accounts, as adjusted for Phase 2
disallowances, reasonable;
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Adopts the SONGS 2&3 1988 revenue
requirement attributable to the level of
SONGS 2&3 plant investment adopted in
Phase 2

Authorizes rates reflecting these amounts.

Iv. Issues

Pxe=COD Revenue Requirement Issues

The issues concerning pre-COD expenses are: 1) what is
the revenue effect of moving the the previously found reasonable
investment costs into rate base and 2) how to treat the remaining
balance in the MAAC account. The investment costs moving into CPUC
jurisdictional rate basc are $2.219 billion for Edison and $594
million for SDG&E.

1. 1988 Revepue Requixement

Edison requests that a base rate revenue requirement of
$524.3 million be authorized to reflect the lovel of SONGS 2&3
investment found reasonable in Phase 2. Edison recognizes that the
amount requested will be affected by the decision in its current
general rate proceceding. Edison estimates that this additional
revenue requirement using current rate design policy would result
in an average base rate inérease of 0.817 cents per kilowatt hour.
The corresponding numbers for SDG&E are $144.2 million and 1.137
cents per kilowatt hour rate increase. SDG&E, like Edison,
recognizes that its estimates will be affected by our decision in
its current attrition application.

The consequence of this request is that the MAAC interim
rate for pre-COD costs would be terminated, which prdduces a
revenue decrease of $819.2 for Edison and $239.1 million. for SDG&E.
The decreases are greater than the correéponding increases to base
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. rates because although the MAAC rates have remained constant,
depreciation over time has reduced the plant investment level. A
lower rate is now appropriate.

The Division of Ratepayer Advocates (DRA) has reviewed
the filings of the utilities and agrees with the estimates as filed
with the exceptions of adjustment for rate of return and one
" accounting issue. That issue is how to allocate delay-related
unreasonable costs between AFUDC and non-AFUDC. DRA recommends
further consideration of this issue.

Edison and SDG&E rely on different decisions to allocate
delay disallowances. Significant tax differences between the two
methods underline the importance of determining the proper method
to use. If we were to adopt one of the two methods here, we would
not know the precise revenue consequences since we have no
testimony on this subject after our determination of the basis and
anount of unieasonable pre=CoD SONGS expenditures in Phase 2.

Determination of the AFUDC portion of the total
disallowance undexr D.86~10~069 is highly sensitive to the exact
tine period in which the unreascnable delay occurred. The AFUDC
effect is difficult to quantify. We agree with staff that further
cdetailed consideration is appropriate on this issue and will order
filing of testimony for further consideration in the proceedings on
post-COD costs, A.87-05-031 of Edison and A.87-07-044 of SDG&E.

In the meantime we will adopt the utility estimates of
1988 base rate revenue requirement as adjusted by today’s orders in
the Edison general rate proceeding and the SDG&E attrition
proceeding. This base rate increase will be authorized subject to
refund pending resolution of the accounting issue of allocating
delay-related disallowances between AFUDC and non-AFUDC. This
anount, which is unknown at this time, has until now been in a
balancing account and subject to future adjustment following
reasonableness review. Allowing thé-expenseé‘into-base_rates
subject to refund is virtually identical treatment.

.t s R L ST A G VRN MY
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2. Pro=COD MAAC Balance.

The MAAC Balancing Accounts record the difference between
the investment-related revenue requirement for SONGS 2&3 and
recorded revenue billed under the MAAC interim rates. SONGS 243
revenue requirement was included in the MAAC Balancing Ac¢count
beginning on September 7, 1983 for SONGS 2 and April 1, 1984 for
SONGS 3. Edisen estimates that the balance in its MAAC Balancing
Account attributable to the approved pre-COD amounts as of
December 31, 1987 will be ($62.6) million (undercollected). SDG&E
estimates a comparable balance of $41.0 million (overcollected).

Edison requests that we find its estimated balance
reasonable for balancing rate purposes and that we authorize Edisen
to amortize the recorded balance cver three years. The three-year
period is chosen to coincide with its general rate case cycle.

SDG&E similarly regquests that we find its estimated
balance reasonable, but SDG&E desires to delay making any rate
reduction. It requests authorization to ~“offset” the pre-COD
balance (overcollected) with post-COD balance (undercollected).

The request is made in order to provide revenue stability.

DRA has reviewed the recoxrded balances as of July 31,
1987 and the estimated balances as of December 31, 1987 for both
utilities. DRA agrees with the balances as provided by the
utilities with the exception of amounts related to two issues. The
Lirst issue relates to ”billing lag”. The utilities have not
adjusted the end of year balances to reflect amounts billed in
December but which will not be collected until January of 1988.

The DRA recommended adjustments are $40.6 million for Edison and
$9.5 million for SDG&E. According to the DRA filing, the utilities
agree with the DRA recommendation.

The second issue is whether or not the utilities should
acerue interest on the income tax expense portion of the
undexcollections in the MAAC Balance Account. DRA recommends that
interest not be allowed on these expenses bec;use‘the income tax on
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the revenuve shortfall will not be paid until the utilities are
reimbursed for the undercollections. We note that this issue
applies to all non-cash expenses booked to the MAAC accounts, not
just to income taxes. According to DRA this issue could result in
an adjustment for Edison of $16 million.

The utilities have not agreed to this DRA recommendation.
DRA further recommends that this issue be addressed in filings to
be made by the utilities within 60 days of this decision.

We will adopt the balances recommended by the DRA which
include the billing lag adjustment. We will defer resolution of
the interest issue until the utilities have made the filings as
recommended by the DRA. At this point the issue is whether to
allow amortization of the MAAC balances beginning January 1, 1988
subject to future account adjustment or to defer the amortization
¢f the balance until we have reviewed the utility f£ilings and
resolved the issue. In the interest of rate stability, we will
allow amortization of the balance beginning January 1988 subject to
refund. This treatment concerns a specific issue, and the “subject
to refund” treatment is virtwally identical to the current

balancing account treatment. The table below computes the adopted
balance.
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Ediseon |
($ in millions)

Estimated December 31, 1987 MAAC balance
Unbilled revenues due to billing lag
F&U (franchise fees & uncollectibles)
Balance to be amortized (undercollection)

SDG&E
($ in millions)

Estimated December 31, 1987 MAAC balance
Unbilled revenues due to billing lag
Subtotal of balance to be amortized

F&U

Balance to be amortized (overcollection)
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i tizats Pexiod

D.86=10=06% ordered that the utilities would provide
alternate amortization periods in the f£ilings which are before us
now. The utilities provided alternate scenarios based upon one,
two, and three year amortization periods. Edison recommends a
three-year amortization period for the MAAC balance. This choice
is made because it coincides with its general rate case c¢cycle. The
balances would be reduced to zero by the beginning of the test year
in its next general rate case.

SDG&E also recommends a three-year amortization period of
its pre-COD balarce. This recommendation is made to be consistent
with its propoesal in the post-COD application (A.87-07-044) and to
ninimize the rate impact on its retail customers when the balancing
rate is terminated.

DRA recommends that the amortization period be further
studied. DRA also recommends that amortization of this balance be
deferred until either the DRA and the utilities ¢an reach agrecment
or. until we resolve the issue.

Instead of the DRA recommended delay, we will adopt the
three-year period recommended by the utilities in order to
coincide with Edison’s general rate case cycle and to ninimize the
rate impact on consumers.

B. Post-=COD Issues
1. 1988 Revenue Requixement

‘our previously adopted transition procedures also provide
for setting a MAAC interim rate to recover a portion of the 1988
revenue requirement associated with SONGS 2&3 post-COD plant
additions which have not yet been reviewed for reasonableness. The
portion to be recovered is 94.1% of the actual jurisdictional
revenue requirement. ZEdison estimates its 1988 revenue requirement
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for these items to be $58.7 million. This amount adjusted by the
94.1% factor is $55.2 million. The comparable figqures for SDGSE
are $16.0-million adjusted to $15.1 million.

The DRA has reviewed these estimates and takes no
exception beyond adjustment for adopted 1988 rate of return. We
will adopt these estimates as reascnable for the purpose of setting
interim rates.

2. Post-=COD Balancing Account Balance

After the commercial operating date the utilities have
been incurring investment related expenses for post-COD plant
additions. Revenue requirements associated with these expenses
have flowed into the MAAC accounts, but the capital costs have not
yet been reviewed for reasonableness. Since no interim rates are
in place, there are now a balances in the MAAC accounts related to
post-COD costs.

SDG&E estimates that this balance as of December 31, 1987
will be $31.8 million. SDG&E recuests authority to begin to
amoxtize this balance before reasonableness review by amortizing
94.1% {the reasonableness factor) of this balance. Thus SDGAE
would amortize $29.9 million ($31.8 million x 94.1%) beginning
January 1988. SDG&E recommends that the amortization period be
three years consistent with the pre-COD balancing account _
amoxrtization period. Since the pre-COD balance is overcollected
and the post-~-COD kalance is undercellected, the two balancing rates
would offset each other to a large extent thus preventing a major
rate impact. '

Edison neither quantifies its post-COD balance as of
December 31, 1987, nor regquests authority to begin to amortize any
such balance presently. '

The DRA response is equivocal but seems to endorse the
SDG&E request.
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We will not authorize the SDGSE proposal for this iten.
Prior decisions have established the transition procedures. This
order is to consider very limited issues essentially dealing with
the mechanics of compliance with the prior decisions and is not the
propgr forum to enterxtain new proposals. 86, although the SDG&E

proposal is not unrcasonable on its face, we will not adopt it at
this time. '
C. Tables’ |

The tables which follow for each company show the
present, requested and adopted rates and revenues, including

adjustment for rates of return adopted today in other proceedings:
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TABLZ 1

SCUTHERN CALIFORNIA EDISON COMPANY
Summary of 1982 Annualized Revenue and Rate Changes
San Onelre Nuclear Generating Station (SCNGS), Units 2 aad 3
(Edison share, C2UC jurisdiectional) .

Rates anual Ravanues
{cents/Iewh)

Averaze bas
Tate laval Tar
SINGE 2n2

Pre=CCD cuss:z

Azmsr4els:
MAAC &
salanc
pPre=CC

+]

- -

:-:

=354
T8
es

=]
bol
-]

YAAC rate level
for pre»=-COC
costs

MAAC rate level
for pest-COD
¢asts : 0.086

Total 0.92% 73 £18.154 2.69 5€2.483

Notes: Present revenues calculated uszing 64,500.3 GWH, sales
adopted in 1988 Ceneral Rate Case, A.86-12-047.
Difference between present and requested revenues varies
slightly from company filing, due to sales changes.

Adopted revenues calculated using rate of return
adopted in Ceneral Rate Case (12.75% return on equity).

.
-
-
. .
-
.
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" TABLE 2

SAN DIECO GCAS AND ELECTRIC COMPANY
Summazry of 1928 Aannualized Revenue and Rate Changes
San Onofre Nuclear Generating Station (SONGS), Units 2 and 3
(SDGLE share, CPUC jurisdictional)

‘Average base
rata leval for
SONGS 2%2
pre=-C0D ces+s

Amgrtization of

MAAC aceount
balance for
pre~COC c¢cost:

MAAC rate level
for pre-COD -
costs

MAAC rate level
for post~-COD
cOsts

Amortization of
MAAC account
balance for
‘post~COD costs

Total

Rates
({cents/kwhn)

Present Reg. Adopted

(0.132)

=0~
1.060

Annual Revenues
(3 millions)
Present Requestaed Adopted

15.061

-0- 110005

239.129 154.861 133.599

Present revenues calculated using 12,606.18 GWH, sales
adopted in ECAC/ERAM Applications 87-04-018, 87-07-009.
Difference between present and requested revenues varies
slightly from company filing, due to sales changes.

Adopted revenues calculated using rate of return adopted
in attrition Application 87-07-050 (12.75% return on equity).

- 15 =

-
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Findi . !

1. On September 17, 1987, Edison filed a motion for a
Comnission order authorizing rates in compliance with the
Commission’s Phase 2 decision.

2. On October 1, 1987, SDG&E filed a2 motion for a Commission
order authorized rates in compliance with the Commission’s Phase 2
decision. - |

3. D.86-08-060 adopted trancition procedures to be used in
implementing into rates the costs to bhe found reasonable in D.
86=10~069 and D. 87=07-097. )

4. D.86-10-069 is the original Phase 2 decision on
reasonableness of pre-COD capital expenditures.

5. The Commission granted limited rehearing on D.86-=10-069
by order on March 17, 1987.

6. The Commission issued D.87-07-097 on July 29, 1987
medifying D.86-10-069 regarding the amount of disallowance due to
imprudent actions by applicants and denying further rehearing.

7. A petition for rehearing of D.87-07-097 was filed by the
Attorney General of the State of California on September 8, 1987,
challenging the procedure and method used by the Commission in
determining the disallowance.

8. The Commission issued D.87-11-018 on November 13, 1987
nedifying D.86-10-069 and D.87=07-097 and denying rehearing.

9. DRA filed a response teo the motions on December 10, 1987.

10. Edison’s and SDG&E’s estimates of the balances in the
Major Additions Adjustment Clause (MAAC) accounts for Edison and
SDG&E do not credit the December 1987 MAAC-Annual Ownership Rate
(ACR) sales which will be billed in January 1988 due to billing
lag. _ '

1l. ‘The issue of accruing interest in the MAAC accounts on
income tax and other non-cash MAAC Balancing Account debits related
to uncollected revenue has not been resolved by the Comqission.
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12. Edison and SDG&E request to establish MAAC Balancing
Rate components reflecting a three-year amortization of MAAC
balances associated with pre-COD plant costs.

13. The Phase 2 decision determined a 94.1% reascnableness
factor to be applied to post-COD expenditures for interim
ratemaking purposes until a decision is issued on reasonableness of
poOst-COD expenditures. |

14. The Commission has issued a decision today in Edisen’s
general rate case (GRC}, A.86=12-047, adopting a 12.75% return on
equity.

15. The Edison GRC decision also adopted a revised sales
estimate.

16. The Commission issued a decision today in SDG&E’s 1988
attrition year f£iling, A.87-07-050, adopting a 12.75% allowable
return on cquity.

17. Edison and SDG&E interpreted the AFUDC effects of the
Phase 2 Commission decisions differently.

18. A 1988 basc rate increase of $501.6 million for Edison to
reflect the revenue requirement for SONGS 2&3 investment adopted in
Phase 2 complies with Phase 2 decisions.

19. A 1988 revenue decrease for Edison of $819.2 million to
reflect reduction of the MAAC interim rate attributable to pre=CoD
interim rates complies with Phase 2 decisions.

20. A 1988 revenue increase for Edison of $52.6 million to
reflect the MAAC intexrim revenue requirement associated with SONGS
243 post-COD plant additions reduced by the reasonableness factor
adopted in Phase 2 complies with Phase 2 decisions.

21. It is reasonable to reflect in 1988 revenue for Edison
the amortization over three years of the MAAC Balancing Account
level, for an annual revenue increase of $8.2 million.

22. A 1988 base rate increase of $138.5 million for SDG&E to
reflect the revenue requirement for SONGS 2&3 1nvestment adopted in
Phase 2 complxes.wzth Phase 2 declslons.
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23. A 1988 revenue decrease of $239.1 million for SDG&E to
reflect reduction of the MAAC interim rate attributable to pre-CoD
interim rates complies with Phase 2 decisions.

24. A 1988 revenue increase for SDGAE of $14.3 million to
reflect the MAAC interim revenue requirement associated with SONGS
2&3 bost-COD plant additions reduced by the reasonableness factor
" adopted in Phase 2 conmplies with Phase 2 decisions.

25. It is reasonable to reflect in 1988 revenue for SDG&E the
amortization over three years of the MAAC balancing account level,
for an annual revenue increase of $19.1 million.

26. The revenue changes authorized in this order are just and
reasonable with the coxception of those amounts that are being
authorized subject to adjustment as discussed in the text of this
order.
conclusions of Law

Hearings on these motions are not required since the
issues of prudency of actions by applicants have been fully
considered and decided by the Commissien in Phase 2.

2. Edison and SDG&E should be required to file testimony on
the proper method of determining the AFUDC impact of the cxpenses
determined to be unreascnable in Phase 2.

3. Edison and SDG&E should be ordered to file testimony on
the issuc of accruing interest on undercollections in the MAAC
Balancing Account associated with non~cash expenses.

4. SDG&E and Edison should be authorized to reflect in rates
the revenue requirement changes found reasonable in this orxder.

S. It is not appropriite to reflect in 1988 revenue for

SDG&E any increase to amortize of the post-COD SONGS 2&3 MAAC
Balancing Account. , ’

OQRDER

XT IS ORDERED that:




2. Soﬁtherﬂncelifofhia ﬁdiﬁdn’c;mpahy (Bdisen)lis aﬁtherizea
to increase 1988 base rates by $501.6 million to reflect the
revenue requirement for the San Onotre Nucleaxr Generating Station
Units 2 and 3 (SONGS 2&3) investment adopted as reasonable in the
Phase 2 decisions.

2. Edison is authorized to decrease 1588 revenues by $819.2
million to re!lect reduction of the interim pre-Commercmal
Operating Date (pre-COD) Major Additions Adjustment Clause (MAAC)
Annual Ownership Rate (AOR) to zero in compliance with the Phase 2
decisions. .

3. Edison is authorized to increase 1988 revenues by $52.6
nillion to reflect the interim MAAC AOR revenue requirement for
SONGS 2&3 post—-COD plant additions reduced by the adopted
reasonableness factor in compliance with the Phase 2 decisions.

4. Edison is authorized to increase 1988 revenues by $8.2
million amortized over 3 years the MAAC Balancing Account level
associated with pre-COD costs. :

5. San Diego Gas and Electric Company (SDG&E) is authorized
to increase 1988 base rates by $138.5 million to reflect the
revenue requirement for SONGS 2&3 investment adopted as reasonable
in the Phase 2 decisions. | '

6. SDG&E is authorized to decrease 1988 revenues by $239.1
million to reflect reduction of the interim pre-COD MAAC AOR to
zero in compliance with the Phase 2 decisions.

7. SDG&E is authorized to increase 1988 revenues by $14.3
million to reflect the interim MAAC AOR revenue requirement for
SONGS 2&3 post-COD investment reduced by the reasonableness fackor
in compliance with Phase 2 dec;sxons.,A

8. SDGLE is authorxzed to reduce 1988 revenues by $19.1
;mllllon to amortize over three years the MAAC Balanc;ng Account
'”1eve1 assocxated with pre—COD costs. : '

9-. SDGEE’S request to amort;ze the MAAC balancxng account J;;"

o

';level assocmated wmth post-COD SONCS 2&3 costs 15 denled;

".\ q‘
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"10. Edlson and SDG&E sha

iy eyl R

unreasonable‘ sONGS 263 plant ‘costs to mnc w:.thin 60 days of tb.e
eftect;ve date ‘of this order.f o *,.._‘ :

'21. Edison and SDG&E shall’ rlle test;mony w1th1n 60 days on
the issue of MAAC balancing account interest applled to‘account
debits for utility expenses not yet paid.

12. deson and SDG&E are ordered to file tariffs in
eompl;ance w;th this order within seven (7) days ot the effective
date of this decxsion.

13. Except as ‘otherwise pxovmded herein, 2all other aspects of
the motions of Edison and SDG&E are denied. ‘

This oxder is effective today.
Dated ' » At San Francisco, California.
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