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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 )
(U 338-E) for Authority to Increase )
Rates Charged for Electric¢ Service ) Application ‘87-08=054
to Recover the Costs of Owning, ) (Filed August .28, 1987)
Operating, and Maintaining Palo Vexrde) :
Nuclear Generating Station )
Unit No. 3. )
)

Attorney'at Law, for
Southern Calitornia Edison Company,
a plicant.
’ Attorney at Law;‘for
Pacific Gas and Electric Company:;
Becky JehorekX, for Independent Power
Corporation; and Edward Duncan, for
Consumers Coalition of Califormia,
interested parties. ,
Thomas Corr, Attorney at Law, ror the
Division of Ratepayer Advocates.

i
We authorize Southern California Edison Company CEdison)
to increase its rates for. electric service. to recover the cost or
owning, operating, and maintaining Palo Vexde Nuclear Generating
Station Unit Noc_3 (Palo Verde 3). ‘
History of Proceeding
' - on August 28, 1987, Edison filed Application ,

(A.) 87-08-054 for. authority to~increase rates charged fox. electricf ii
serVice to recover its share of the costs.oz owning, operating, anduﬂ;“,

maintaining palo Verde 3. COmmencing on the commercial operating ‘
date (COD) of Palo»Verde 3, Edison requests the recovery or the ﬁ o
investment,related costs in accordance with the- stipulated

ratemaking: treatment adopted tor Palo-Verde 1 and 2 in DeciSion
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(D.) 86-=10-023. Edison also requests recovery of the revenue
requirement for Palo Verde 3 noninvestment-related costs and
nuclear decommissioning costs adopted in Edison’s 1988 general rate
case (A.86-12-047) and in Order Instituting Investigation 86

(OII 86) proceedings respectively. In addition Edison requests.
recovery of the revenue requ;rement assec;ated with Pale Verde 2
nuclear fuel inventory.

Palo Verde 3 achieved commercial operation on January 20,
1988. By a letter dated February 1.9, 1988, the Commission Adv;sory
and Compliance Division (CACD) has’ certified that Palo Verde 3 met
the COD criteria effective January 20, 1988. : ;j*

Public participation and evzdentinry hearings were held
before Administrative Law- Judge Garde on January~7 1988. At the
hearings, Edison stipulated to the D;vision of Ratepayer Advocates'
(DRA) ratemaking recommendntions for Palo-verde 3. No other party
opposed the stlpulatien.],' | , -

The stipulation adopted in D. 8651040237establishes the
reasonableness of Edison’s share of. Palo-Verde~investment on the
basis of the reasonableness- o: Ed;son's 1nvestment 1n San Onofre
Nuclear Generating Statzon.Un;ts Nos. 2 and 3 (SONGS) .. ',
Specifically, the level of plnnt investment for each Paio-verde
unit, to be adopted for Californla jurisdictlonal ratenakxng o
purposes is equal to recorded plant 1nvestment 1ncurred pr;or tO“h s
January 1, 1988, or the unxt's COoD;, whichever is later, less the
Palo Verde Adjustment Factor (PVAF). The PVAF is a proportzonate‘¢
amount of disallowance based on the disallowance of plant . .
investnent adopted tor SONGS. The- PVAF is calculated by,the'“
following formula: S |
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PVAF = PVINV x [0.19333 x (SDIS/$1,539 million)] x JAF:
Where:

PVAF = Downward adjustment for California

jurisdictional ratemaking purposes to Edison’s
recorded -Palo Verde investment;

Edison’s recorded dollar amount of Palo Verde
investment up to a limit of $1,750 million:

Edison’s share, on a total system basis, of any
disallowance of SONGS 1nvestment resulting from
the SONGS reasonableness review; and- ‘

JAF = The most recently adopted retail jurisd;ctzonal
factor. ‘
Phase=in Pxoceduxe
' The stipulation also provides for a rate phase—ln
procedure which defexrs investment—related revenue requirement for
each Palo Verde unit from current rate recovery'based on the.
following schedule: -
$80 million,in<the'firstsyear atter each
unit’s COD; :
_ $60 million in the second yeax:
540 miliion in the tﬁifd‘year::andr
‘.$20 mzll;on in the fourth/year.

The deferred investment-related revenue requlrement for 'f
each Palo Verde unit will be recovered subsequently during the
£ifth through tenth years following the unit’s COD.

~ The stipulation also includes a Target Capacity Factor
(TCF) procedure similar to that adopted zor SONGS. D.86~10=023
authorized revisions-to the Nuclear Unit Incentive Procedure ’
contained in Part G of the Prel:mznary Statement of. Edlson'
tariffs to include Pale Verde 1, 2 and 3 commencing on each unit' )
CcoD. Accordingly, Edison's tariffs should be mod;t;ed to-;nclude
an incentive procedure for Palo Verde 3.’ ‘
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: ial @ ting Date Criteri
D.86-10-023 adopted the following COD criteria for Palo
Verde 3:
a. Completion of all NRC-required initial
start-up testing at full power level:

b. Completion of 100 continuous hours of
operation at full power level during or
after the NRC-required initial start-up
testing at the full power level: and

Return to full power level after aﬁy outage
resulting from, or causally related to, the
NRC~required initial start-up testing.

D.86~10~023 also adopted procedures/ror determining
whether Palo Verde has met the COD criteria and implementlng rates
for Palo Verde 3. Edison requests that Ordering Paragraph 6 in
D.86~-10-023, which 1mplements rates for Palo Verde 3, be modified -

to correct a timing problem: relative to the effective date of rate‘»73~.f9w

relief. Ordering Paragraph No. 6 states that:

»Tariffs for Palo Verde Units Nos. 2 and 3. shall
be filed 10 days after the Executive Dxrector’
acceptance of the units meeting the - -
Commission’s COD criteria to be effective five
days azter filing.” : .

In accordance with. the procedures adopted an D &6-10-023,

the CACD (formerly the Evaluation and Compliance Division) has up W”_‘f

to 30 days after Edison f;les its’ atfrdavat showang that the COD -
criteria tor Palo Vexrde 3 have been met to—cert;ty that the unlt» .
has met the COD criteria and inrorm the Executive Director. Gaven
the tariff filing and effective date provisions in the- order;nq
paragraph, Edison’ is exposed toﬂa loss o! recovery fox up-to 45"
days. ' o : .
DRA. believes that Edison should be allowed recovery oz
the revenue requarements for PalorVerde 3 e:fective on the COD~o£
that- unlt-; Therefore, DRA.recommends that Edlson be authorazed to
file taraf:s which reflect~Palo‘verde 3 in rates pursuant toa.
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decision in this application, effective for service rendered after
the unit’s COD; and that these rates bhe sudject to refund until the

Executive Director has notified the Commission and Edison that Palo -

Verde 3 has met the COD criteria. According to DRA, Edison should
file with its tariff an arffidavit showing that the COD criteria for
Palo Verde 3 have been met. At the same time, CACD should provide:
a preliminary verification that the COD criteria have been met.
The procedure for final certification of commercial operation for =
Palo Verde 3 should be consistent with the procedures followed ro:@
Palo Verde 1 and 2.

By Resolution E-3077 (E-3077), dated January 19, 1988,
the Commission authorized Edison to revise its rates effective on }

the COD of Palo Vexde 3. Therefore, this timing problen regardxng f7':
the effective date of the rate relief has been solved and need not 'L;~?

be considered in this order.

DRA calculated the reasonableness: level of plant
investment in accordance with D.86-10-023. The level of plant
investment reflects (1) Edison's best estimate of the recorded
plant investment costs projected for a COD of March.l, 1988;

(2) the PVAF calculated using Edrson’s share of disallowance: of
$198.6 million for SONGS adopted in D. 87-07-097. and (3) the-
jurisdictional allocation ractor for Palo Verde 3 of 97.082%. o

‘The DRA proposed CPUC jurisdictional revenue requlrement o
for Palo Verde 3 is contained in Table A. Accord;ng to DRA, the ‘
annualized amount of $111 868,000 consists of the revenue
requ;rement for: (1) investment. releted expenses, (2) non—

investment expenses; and (3) nuclear decommission;ng expenses. The{ﬁi7

weighted average rate base is for the reasonable level of plant
investment determined in accordance with.the procedure drscussed
above. The noninvestment expenses ‘include $11,467,000 fox

operation and maintenance expenses. $1,892,000 for administratrve «mffq

and general expenses, and $425,000 tor payroll taxes wh;ch.were

!
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adopted for Palo Vexde 3 in D.87-12-066 in Edison’s general rate
case. The amount of jurisdictional nuclear decommissioning expense
of $5,995,000 is the amount adopted in D.87-11-023 in OII 86. The
revenue requirement computation reflects the test year 1988 rate of
return and other revenue requirement factors adopted in
D.87=12-066. ‘
DRA recommends that Edison be authorized to increase its

base rates by $31,106,000 (after adjustments for franchise fees and. R

uncollectibles) on an annual basis commencing on the COD of Palo
Verde 3. This level reflects the deferral of $80,000,000
investment-related revenue~requirement inyacoordanoe with,
D.86-10-023. .
Edison requests authorization to-modity its Palo-Verde o
phase-in procedure tariff to reflect the: change of nuclear
decommissioning expense from an investment-releted cost to a
noninvestment-related expense. No party opposed Ed:son's request-,o‘
‘ D. 87-05—062 in OIT 86 eliminated decomm;ssxonlng expense

as a component of depreciation and: ordered that the decomm&sszon;nq-tfl_
expenses be collected and depos;ted in an external fund’ thus’ mak;ng‘”,iw

decommissioning expenses nonlnvestment related. D. 86—12-066 in
Edison’s 1988 general rate case. treated the decommzss;onmng

expenses for Edison’s other nuclear units.as-nonmnvestment related.i,f”

Accordingly, we will treat the decommissioning expenses for Pale
Verde 3 as noninvestment related. '

D.87-12-066 orders Edison to address the issue of nucleary”p\
fuel inventory. costs.in its Energy Cost Adjustment Clause '
proceedings. Therefore, we will not consider Edlson’s request :or
recovery of costs.assocxated with nuolear :uel 1nventory for Palo
Verde 3. :
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TABLE A

SOUTHERN CALIFORNIA EDISON COMPANY
PALO VERDE NUCLEAR GZNERATING STATION ONIT 3
SUMMARY OF EARNINGS
EDISON SZARE .

(Thousands of Dellars)

Descziption 'f s Total 1/

Total Revenue Recuirement = S111,868

Operating Expenses ‘
Operation & Main%enancs - 1X,487
Acministrative & General 1,892
Payzoll Taxes. 425

- Uncolleczibles , ‘ 228
Franchise Requiremenzs ‘ 8.7

Subzozal Cl988'ﬁcllars) . ‘14;840_

Depreciation ‘ 13,394
Nuclear Decommissioning 5,995
Ad Valorem Taxes ‘ 2,637
- Income Taxes : o ' 24,539

Total dpetating.Expenges»gy S GI,¢¢S-7
Net Operating Income o . 50;425

Rate Base S 463,028

Ratg'ofnneturn. , L “:lbg75%'

CPuC Ju#isdictionf'-
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TAZLE B
SQUTHERN CALIFORNIA EDISON COMPANY .

PRCP“S’D NCR‘ SE_TO BASE RATE LEVELS FOR PALO V=RD= UNT' 3

Amounz Sajes : Raze -
Descrinzion : (5000) : (GWk) . (c/«Wr).

@ ™

Tezal Eswimazec Aevenue: _
Rezuirement 1/ : 111,862

e::'bzes 1/ | gz

-

Laecse i
zhise -eﬂs -/ , . 7

nes
"l-ﬂ
Suzzotal R 110,322
Less: Firss Year Jeferral o072/

Paic Verde Uniz 3 Revenue

Re"U"ﬂme-f : ‘

Nen=Deferres Rever”e Réﬁuﬁreﬂe**

Increase ~or r-ar.uise Feas ang-
Ur:a??e::ibne A::ou s at .944"

Tc.a| Es.fna:ed Nor-Dere-red
Revenue Re'ufremeﬁ‘ ‘

Annualized 1888 Sales 3/' " 62,500.5

F-anosed Inc*ease e Base Raze
L°ve7s '

1/ From TabTe- A.

2/ Deferral of investment—related revenue. requzrement only-
3/ hdopted in D.87-12-066 (Edlson s Test Year 1988 General
Rate Case)-*

<8 -
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Since the annualized revenue requirement is based on the
estimated plant investment for a projected COD of March 1L, 1988,
DRA recommends that the revenue recuirement bhe recalculated to
reflect the actual recorded plant investment incurred up to the
actual COD of Palo Verde 3. Accordingly, Edison should file an
advice letter to inform the CQmmiesion regarding the actual
recorded plant investment incurred up to the actual COD of Palo ‘
Verde 3. The advice letter should also request any change in rates
required as a result of the actual plant investment being dzrterent -
than the estimated plant investment. ‘ a
Edison requests that the rate levels ult;mately adopted
for Palo Verde be based on the rate design adopted in Edison's _
general rate case A.86-12-047.. D. 37-12-066 in A.86-12—O47 prov:.des
that rate adjustments of less than 1% occurrzng between general
rate cases be 1mplemented on an equal cemts.per kilowatt-hour crwn)
basis.. For Palo Verde. 3 the first year revenue increase 1s
$31,106,000. This amount reflects the tzrst-year deferral ot
investment-related revenue requirement of: $8o ooo 000 (and
associated franchise fees and uncollectibles): in accordance Wlth |
the adopted phase-in procedure._ Edison’s currenr level of revenues
is approxlmately $5.35 billion. The DRA recommended rate increase

of. $31,106,000 wzll result in a rate chenge of. approximately 0. 6%.*ﬁ‘f‘f

Since this rate change is less than 1%, the 1ncrease should be
allocated on an equal cents per kWh basis. - ' ‘

Based on the DRA recommended revenue reqplremenr !or Palo
Verde 3, Edison prepared Table B to show an increase to its
Authorized Level of Base Rate Revenue under the«Electrxc Revenue
 Adjustment Mechanism (ERAM) of $31 106,000 and an: increese in rts
‘pase rate levels of 0. 048¢/kWh DRA stzpulated to Edlson's
computation of the rate increase of 0.048¢/kKWh.
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Resolution E-3077 authorized Edison to increase its

Authorized Level of Base Rate Revenue under the ERAM by $19,967,000

and to increase its base rate levels by 0.031C/kWH to cover
noninvestment and decommissioning expenses. Therefore, Edison
should now be authorized to increase its Authorized Level of Base
Rate Revenue under the ERAM by $11,139,000 ($31,106,000 less
$19,967,000) and to increase its base rate levels by 0.017¢/kWh

(0.048 ¢/kWh less 0.031¢/kWh effective fox eervice rendexred on and :
after the date Edison files its tariffs implementing this decision.

Trapnsitiopal Procedure

Resolution E~3077 also authorized Edison to recoxrd in its

Major Additions Adjustment Clause (MAAC) balancing account the
revenue requlrement associated with the reasonable level of Palo’
Verde 3 investment determined in accordance with the procedure

adopted in D. 86-10—023. This treatment is effectively the saxe as \f ;

the treatment authorized for Palo—verde 1 and 2.‘ »

Therefore, we need to~adopt a procedure to transfer
recovery of the. revenue requirement associated with Palo Vexde: 3
investment from MAAC balancing account to base rates. Accordanqu,
on the effective date of the tariffs adopted in this decmsion, we !
will require Edison to take the tollowinq steps. '

1. Transfer the balance in the MAAC balancrng
account related.to Palo Verde 3 investment
to the ERAM balancing account.

Increase base- rate levels and the :
authorized base rate revenue amcunt undex
the ERAM to fully reflect thbe non~deferred
investment related revenue requirement for
Palo Verde 3.

MOdl!y the MAAC taritf to exclude Palo
verde 3.
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: the ¥ 1_pecisi

Edison has filed comments on the ALJ’s proposed decision.
Most of the comments suggest minor editorial medifications to
clarify certain issues, and have been adopted.

The only significant issue raised by Edison deals with
the treatment of the nuclear decommissioning expenses. g£dison had
requested the modification of its Palo Verde phase-in tariff to
reflect the change in nuclear decommissioning expense fxrom an
investment-related cost to a neninvestment expense. The ALJ’s
proposed decision did not addresss this issue. Edlson's requested
modification is appropriate‘:orrreasons.stated-on page 6 and is
adopted.

Eindings of Pact | :

1. Edison requests authority to increase its rates to
recover its share of the costs of owning, operat;ng, and
mnintamning Pale Verde 3.

2.. Edison requests,recovery of the investment related costs )
in accordance with the stipulated ratemaking treatment adopted_ln o
D.86-10-023 for Palo Verde 1, 2, and 3. VA

3. Edison requests recovery of’ revenue requirement for -
noninvestment-related_expenses and nuclear decommissioning costs |
for Palo Verde 3 adopted in Am86-12-°47 andoOII 86 reSpeetively;g:f

4. Edison has stipulated to~the ratemaking recommendatlons
made by DRA.

5. DRA recommends that Edison be authorized to recover in
rates an annualized revenue requirement of $31,106,000.

6. The level of plant investment reflected in the results o£ o
operations recommended by the DRA assumes. a COD of March 1, 1988.$j§'g;

7. COD criteria for Palo«Verde 3 have been.adopted in
D. 86-10-023. ' o ..

8.  Palo Verde 3 ach;eved commercial operat;on on January 20
1988, as verified by the CACD on February 19, 1988.
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9. The actual investment for Palo Verde 3 may be different
than the estimated investment based on a COD of Maxch 1, 1988.

10. DRA’s recommended rate increase for investment related
costs is consistent with the ratemaking treatment adopted in
D.86=10-023.

11. DRA’s recommended rate increases for noninvestment-
related expenses and nuclear decommissioning costs are consistent
with the revenue‘requirements adopted in D.87-12-066 in |
(A.86-12-047) and D.87-11-023 (in OII 86) respectively.

12. Edison requests that. the rate increase for Palo Verde 3 R
be based on the rate design adopted in Edison’s general rate case'fy'*;'"
A.86-12~047. . , ‘ o

13. D. 87-12-066 in Edison’s 1988 generel rate. case-provades
that rate adjustments of less than 1% occurring ‘between general
rate cases be implemented. on an equal cents per XWh basis. ’

14. DRA’s recommended. rate increase for. Palo-Verde 3 will
result in a rate change of approximately 0.6%. o

15. DRA’s recommended rate increase for. Palo'verde 3 w111
result in an increese to Edison’s Anthorized Level of Base Rate Y
Revenue under the ERAM of $31,106, 000 and. an- increase of 0. 048¢/kthff
in Edison’s base rate levels. : o

16. Resolution E-3077 authorized Edison to increase lts , |
Authorized Level of Base Rate Revenue'under the- ERAM:by $19 967 ooojﬁq‘
.and to increase its base .rate 1evels by 0. 031¢/kWh to»cover ‘,w-‘~ﬁ
noninvestment and decommissioning expenses effective for servmce i
rendered on and after the-unit’s. -COD. - - SR

17. The Commission: has ‘authorized MAAc'balancxng ‘account -
treatment for revenue requlrements associated with the reasonable .
level of Palo Verde 3 investment. = , ‘ "‘p |

1. Edison. should be authorlzed to increase rts Author;zed 'f‘,
Level of Base Rate Revenue ‘under the ERAM, by $11,139 »000., ‘mct:easew A
its base rate levels by 0. 017¢/kWh‘ and modizy Lts~Pa1o.VErde |
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Phase-In Procedure tariff as it requested, effective for service
rendered on and after the date tariffs are filed implementing thls
decision.

2. Edison should be required to file an advice letter
setting forth the revenue requirement and rates associated with
plant investment to reflect the actual COD.

3. The rate increase should be subject to refund until Ea
rates have bheen revised to reflect plant investment as of the : VKV:”
actual COD and to amortize any under oxr over collect;on of rates |
subject to refund. S

4. The ratevrecovery for Palo Verde-3 should be transterred o .
from the MAAC balancdng account to base. ‘rates on the'effectrve date
ot ‘the taritrs adopted in this decision.‘

IT XS ORDERED that' =

1. Southern California Edison Company (Edison) is authorized
to file tariffs to increase its Authorized Level -of. Base Rate
Revenue under the ERAM by §11, 139 ooo increase its base"rate
levels by O. 017¢/kWh and’ modity the Palo Verde Phase=-In Procedure b
tariff as it requested- These. tarifrs shall be in accordance wlthﬁ'”
‘the phase-in procedure adopted in D. 86-10-023._ L

2. These tariffs shall be filed within 10 days after the ;f
effective date of this order and will 1nc1ude a- ‘workpaper ,
demonstrating compliance with baseline laws for residential rates..
The resulting rate changes shall be etfective for service rendered”
on and after the date such tariffs are Imled.k : L

3. The rate increase authorized in. thls order shall be ,
subject to refund until the rates. requested in the advice letter,
to be filed to reflect actual plant znvestment as,of the actual '
COD, have . become efrective.
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| .

4. On the effective date of the tariffs adopted in this
decision, Edison shall:

a. Transfer the balance in the MAAC balancing
account related to Palo Verde 3 investment
to the ERAM balancing account.

Increase base rate levels a.nd the
authorized base rate revenue amount undexr
the ERAM to fully reflect the non-deferred
investment related revenue requxrement for
Palo Verde 3. :

C. Modlty the MAAC tar1££ to-exclude Palo
Verde 3.

This order is effective today. |
Dated  MAR O S 1588 » at San Francisco, California.

I f""ﬂ“",‘ ST A r |
! ups Df '

s AT o r:-'-fi 8?/':

u\.-. ac««C‘\'ir‘S TODAY . ‘
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Decision
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OE/é;;IFORNIA

In the Matter of the Application of )
SOUTHERN CALIFORNIA EDISON COMPANY )
(U 338~E) for Authority to Increase )
Rates Charged for Electric Sexrvice ) ApplYcation 87-08=-054
to Recover the Costs of Owning, ) (Filed August 28, 1987)
Operating, and Maintazning Palo Verde)
Nuclear Generating Station )
Unit No. 3. )
)

, Attorney at Law, for

Southern California dlson Company,
a plicant.

, ALL ey at Law, for
Paciric Gas and Electric Company;

’ Independent Power
Corporation; ang?r , for
Consumers Coalition of California,
interested partfes. .

’ Atthney at Law, for the

Division of Ratepayer Advocates.

. . ’ .

We authorize'Southern Callfornia Edison Company (Bdlson)
to increase its rates for/electric servace to recover the cost of
owning, operating, and maintainxng Palo-Verde ‘Nuclear Generatxng
Station Unit No. 3 (Pa§?~Verde 3).

on August 28/ 1987, Edison £iled Application

(A.) :87-08~054 for auéhority to increase rates charged for eloctr;cff‘“ﬂ
service to recover ﬂts shaxe of the costs of owning, operazlng, andjnj”

maintaining Palo'Verde 3. COmmencing on the commercxal operatang

date (COD) of' Palo Verde. 3, Edison requests the recovery of the de*“k‘

investment related costs in.accordance with the stipulated .
ratemaking troatment adopted tor Palo verde 1 and 2 in Decaslon ,
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(D.) 86-10-023. Edison also requests recovery of the revenue
requirement for Palo Verde 3 noninvestment-related costs aud/
nuclear decommissioning costs adopted in Edison’s 1988 geperal rate
case (A.86-12-047) and in Order Instituting Investigation 86

(OII 86) proceedings respectively. In addition Edison/requests
recovery of the revenue requirement associated with Palo Verde 3
nuclear fuel inventory. d//a

Palo Verde 3 achieved commercial operaté’n on January 20,
1988, subject to verification by the Commission Advisory and
Compliance Division (CACD).

Public witness and evidentiary hearings wexe held be!ore L
Administrative Law Judge Garde on January 7, }988. At the
hearings, Edison stipulated to the Division ¢f Ratepayer Advocates'
(DRA) ratemaking recommendations for Palo v rde 3. No other party
opposed the st;pulatxon. : -

The stipulation adopted in D.86~10-023 establishes the
reasonableness of Edison’s share of Palo/Verde investment on the
basis of the reasonableness of Edison’s/investment in San Onofre
Nuclear Generating Station Units Nos. ‘and 3 (SONGS). |
Speczflcally, the level of plant anestment for each PalofVerde
unit, to be adopted for California: jur;sdxctlonal ratemakang
purposes is equal to-recorded plant investment incurred prior to
January 1, 1988, or the unit’s. cop, éhichever is later, less the
Palo Verde Adjustment Factor (PVAF). The PVAF is a proportionate
amount of disallowance based on the disallowanco of plant
investment adopted for SONGS. The AR is calculated by the
following formula-‘ ‘

PVAF PVINV x [0. 19333 x'(SDIS/sl 539 mxlllon)] x'JAF.

Whore. . §

PVAF . = Downward adjustment for Caleornxa
Jjurisdictional ratemakzng purposes’ to Edzson's
recorded Palo Vorde 1nwestment, _ :




.'
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PVINV = Edison’s recorded dollar amount of Palo Verde
investment up to a limit of $1,750 million:

SDIS = Edison‘’s share, on a total system basis, of any
disallowance of SONGS investment resulting from
the SONGS reasonableness review; and

JAF The most recently adopted retail jurisdictional
factor. ‘
Phase-in_ Procedure
The stipulation alao-providgs for a rate phase-in

procedure which defers investment-related revenue requirement for
each Palo Verde unit from current rate recovery based on the
following schedule:

$80 million in the first yeaxr after each

unit’s COD;

$60 million in the second year;

$40 million in thelthird'year: and

$20 million‘in the fourth-year.

deferred 1nvestment-re1ated revenue requzrement for

each Palo Verde unit will be recovered subsequently during the’
fifth through tenth years rollowingvthe unit’s COD.
Taxrget capacity Factor

The stipulat;on also 1ncludes a Target Capacity Factor
(TCF) procedure similar to that adopted- ror SONGS. D.86-10-023
authorized revisions to the Nuclear Unit Incentive Procedure
contained in Part G of the Preliminary Statement of Edison’s '
tariffs. to include Palo Verde 1, 2 and 3 commencing on each unit’s
COoD. Accord;ngly, Edison’s tariffs should be modzfzed to lnclude
an :.ncent:we procedure for Palo Verde 3.

D.86-10-023 adopted.the.following COD criteria for Pale
Verde 3: ' ' ' '

a. Completion of all NRC-required initial
start-up testing at full power level,
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Completion of 100 continuocus houxs of
operation at full power level during or
after the NRC-required initial start-up
testing at the full power level: and

Return to full power level after any outaqe
resultlng from, or causally related to, the
NRC-required initial start-up testing.

D.86-10-023 also adopted procedures for determining
whethexr Palo Verde has met the COD criteria and implementing rates
for Palo Verde 3. Edison requests that Ordering Paragraph 6 in
D.86-10-023, which implements rates for Palo Verde 3, be modified
to correct a timing problem relative to the effective date of rate e
relief. Ordering Paragraph No. 6 states that" ‘

#Tariffs for Palo Verde Units Nos. 2 and 3 shall
be filed 10 days after the Executive Director’s
accegtance of the units meeting the

ssion’s COD: criteria to be etfoctive five

days after tiling.

In accordance with the procedures adopted in D.86~10-023, !
the CACD (formerly the Evaluatzon and Compliance Drv;szon) has up -
to 30 days after Edison files its ‘atfidavit showing that the: <oD
criteria for Palo Verde 3 have been met to certify that the un;t
has met the COD criteria and inform the Executive Director. Gi@en_F
the tariff filing and effective date provisions in the. ordering
paragraph, Edison is exposed to-a loss of recovery for up to 45 )
days.

DRA believes that Edison should'be'allowed recovery of
the revenue requirements for Palo Verde 3 efrectlve.on the COD of
~ that unit. Therefore, DRA recommends. that Edison be authorized to E
file tariffs which reflect Palo Verde 3 1n rates pursuant to a
decision in this application, effective for service rendered atte*?"
the unit’s COD; and that these rates be subject to refund until theb_,
Executive Director has notified the Commission and ‘Edison that Palo -

Verde 3 has met the COD crxterza- Accordlng to DRA, Edison should'  f§.‘ﬁ
file with its tariff an aftidavzt show;nq that the COD criteria rorf;"'”
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Pale Verde 3 have been met. At the same time, CACD should provide
a preliminary verification that the COD criteria have been met.
The procedure for final certification of commercial operatior for
Pale Verde 3 should be consistent with the procedures followed for
Palo Verde 1 and 2.

By Resolution E-3077 (E-3077), dated Januaxry 19, 1988,
the Commission authorized Edison to revise its rates effective on
the COD of Palo Verde 3. Therefore, this timing problem regarding
the effective date of the rate relief has been solved and need not'
be considered in this order.

Results of Operation

" DRA calculated the reasonableness level of plant
investment in accordance with D.86~10~023. The level of plant
investment reflects (1) Edison’s best'estimate-of the recorded
plant investment costs projected for a COD of March 1, 1988;
(2) the PVAF calculated using Edison’s share of disallowance or
$198.6 million for SONGS.adopted;in‘D.87-o7-o97, and (3) the
jurisdictional allocation factor for Pale Verde 3 of 97.082%.

The DRA proposed CPUC‘jurisdictionalFrevenue-requirement .
for Palo Verde 3 is contained in Table A. According to DRA, the
annualized amount of $111,868,000 consists of the revenue
requirement for: (1) investment related expenses; (2) non- ‘
investment expenses; and'(3) nuclear decommissioning expenses. Thei
weighted average rate base is for the reasonable level of plant"
investment determined in accordance with the procedure discussed
above. The noninvestment expenses include $11,476,000 for
operation and maintenance expenses:‘$1,892;ooo for administrative
and general expenses: and 3425 000 for paYroll taxes which'were
adopted for Palo Verde 3 in D. 87-12~066 in Edison‘’s general rate -
case. The amount of jur;sdzctlonal nuclear decomnxssionzng expense ;:'
of $5,995,000 is the amount adopted in D.§7-11-023 in OII 86. The" -
revenue requirement computation reflects the test year 1988 rate of .
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return and other revenue requirement factors adopted in
D.87-12~066.

DRA recommends that Edison be authorized to increase its
base rates by $31,106,000 (after adjustments for franchise fees and
uncollectibles) on an annual basis commencing on the COD of Palo
Verde 3. This level reflects the deferxal of $80,000,000
investment-related revenue requirement in accordance with
D.86-10~023.

D.87-12-066 orders Edison to address the issue of nuclear
fuel inventory costs in its Energy Cost Adjustment Clause :
proceedings. Therefore, we will not consider Edison’s recuest for
recovery of costs associated with' nuclear fuel inventory for Palo
Verde 3.
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. TABLE A

SOUTEERN CALIFORNIA EDISON COMPANY
PALO VERDE NUCLZAR GENERATING STATION UNIT 3
SUMMARY OF EARNINGS
EDISON SHARE

*(Thousands of Dollars)

Description : Total 1/

Total Revenue Recuirement . S§111,868

Operating Expenses
Operatien & Maintenance 11,467
Administzative & General 1,882
Payroll Taxes ‘ 425
Uncollezzibles 23¢9
Francaise Requizemen=g _ o 817

Subzc;al (1988 Dollars) 14,840

Depreciation ' . A3,394
Nuclear Decommissioning : 5,995
Ad Valorem Taxes 2,657
Income Taxes 24,559

Total Ope:Ating.BxpenSes ‘  61,4455'

Net Operating Income - ' ‘50,423
Rate Base | | 469,028

Rate of Return o 10.75%

cPUC Jurisdiction
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TABLE B
SCUTHERN CALTFORNIA EDISON COMPANY

PRCPOSZD INCREASE TO BASE RATE LEVELS FOR PALD V'RDE UNIT 3
2 THE CALIFORNIA JUR-SDICTLO

Sales : Raze
Descrinzien : : (Gwr) (c/(dw)
: )y (3

Te=al Sszimazec Revenue
Reguiremenz 1/

Less: U-::nxe::‘bnes i/
Franshise rees 4./

Susto=al
Less: riwmst Yaaw Deferwal of

Pais Verse Uniz 3 Revenue

“ocu"aomo--
Nen-Deferrez Revenue Reguiremens

Increase ?ar'r*ar:ﬁfse rees ang
Unzoiieazinie A::ou*:s a.,.9¢4”

Tezal Secoimazed Nor-De Terred '
Revenye Rezuirement 31,106

Annualized 1638 Sales 2/ 62,500.5

Proposed Incwease %o Base Raze
Levels

1/ From Tanle A. ' o
2/ Adopted in D 87-;2 ~0€6 (cdwson s..es‘ Year 1988 General Rate Case).
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Since the annualized revenue requirement is based on the
estimated plant investment for a projected COD of March 1, 1988,
DRA recommends that the revenue requirement be recalculated to
reflect the actual recorded plant investment incurred up to the
actual COD of Palo Verde 3. Accordingly, Edison should file an -
advice letter to inform the Commission regarding the actual
recorded plant investment incurred=up“to-the actual COD of Palo
Verde 3. The advice letter should also request any change in rates"
required as a result of the actual plant investment being d;frerent
than the estimated plant investment.

Rate Deszign ‘ . :

Edison requests that the rate levels ultimately adopted‘
for Palo Verde be based on the rate design adopted in Edison’
general rate case A.86-12-047. D.87-12-066 in A.86-12—047 prov:des
that rate adjustments of less than 1% occurring between general
rate cases be implemented on an equal cents per kilowatt-hour (kWh)
basis. For Pale Vexrde 3 the first. year revenue increase is
$31,106,000. This amount re:lects ‘the flrst-year deferral of
$80,000,000 (and associated zranchise fees and uncollectibles) in
accordance with the stipulated phase-in procedure. - Edison’s
current level of revenues is approx:mately $5.35 b;ll;on. The DRA
recommended rate increase of $31,106,000 wall result in a rate ‘
change of approximately 0.6%. Since thzs rate change is less than
1%, the increase should be allocated on'an’ equal cents per Xwh
basis.

Rate change

Verde, Edison prepared Table B to show an increase of 0. o¢8¢/kwﬁ in'”
its rates for Palo Verde 3. DRA.stxpulated to- deson's computatzon
of rate increase of. 0.048¢/kWh. : -

E~-3077 authorized Edisen to increase its base rates by
0.031¢/kWh to cover noninvestment and decommissioning expenses.v
Therefore, Edison should be authorxzed only 0. 017¢/kWh

Based on the DRA recommended revenue requirement for Palo ..
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(0.048-0.031) increase in base rates on the effective date of this
order. '
iti ) 3

Resolution E-3077 also authorized Edison to record in its |
Major Additions Adjustment Clause (MAAC) balancing account the
revenue requirement associated with the reasonable level of Palo
Verde 3 investment determined in accordance with the procedure .
adopted in D.86-10-023. This treatment is effectively the same as '
the treatment authorized for Palo Verde 1 and 2.

Therefore, we need to adopt a procedure to transfer

recovery of the revenue requirement associated with Palo Verde 3 -

investment from MAAC balancing account to base rates. Accordlngly,
on the effective date of the tariffs adopted in this deczslon, we
will require Edison to take the following steps-

1. Transfer the balance in the.MAAC balancing
account related to Palo Verde 3 investment to
the ERAM balancing account.

Increase base rate levels and the authorlzed
base rate revenue amount under the ERAM to
fully reflect the non-deferred investment

- related revenue requirement for Palo Verde 3.

3. Modity the MAAC tariff to exclude Palo. Verde 3.

Eindinge_of ¥act

1. Edison requosts authority tovincreaso its,rates to
recover its share of the costs of owning, operatlng, and-
maintaining Palo Verde 3. :

2. Edison requests recovery of the lnvestment related costs
in accordance with the stipulated ratemaklng treatment adopted in
D.86-10-023 for Palo Verde 1 and 2.

3. Edison requests recovery of revenue requlrement for . .
noninvestment-related expenses and nuclear decommzsszon;ng costs
for Palo Verde 3 adopted in A. 86~12=047 and OXI 86 respectlvely-

4. Edison has stzpulated to~the ratemak;ng recommendations
made by DRA.
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5. DRA recommends that Edison be authorized to recover in
rates an annualized revenue requirement of $31,106,000.
6. The level of plant investment reflected in the results of
operations recommended by the DRA assumes a COD of Maxch 1, 1988.
7. COD criteria for Palo Verde 3 have been adopted in
D.86-10-023.

8. Palo Verde 3 achieved commercial operation on January 20,
1988, subject to verification by the CACD.

9. The actual investment for Palo Verde 3 may be different
than the estimated investment based on a COD of March 1, 1988.

10. DRA’s recommended rate increase ‘for investment related
costs is consistent with the ratemaking treatment adopted ‘in
D.86-10~023.

11. DRA’s-recommended rate increases,tor_noninvestment-
related expenses and nuclear decommissioningjcosts are consistent
with the revenue requirements adopted in D.87-12-066 in ' '
(A.86-12-047) and D.87-11-023 (in OII 86) respectively.

12. Edison requests that the rate increase for Palo Verde 3
be based on . the rate design adopted in Ed;son's‘general rate case
A.86-12-047. | |

13. D.87-12-066 in EdiSon’s 1988 general rate case provides
that rate adjustments of less than'l%,occurring between general
rate cases be implemented‘on'an‘eqﬁal cents per XWh basis.

14. DRA’s recommended rate. lncrease for. PalOvVerde 3 will’
result in a rate change of approximately 0.6%. :

15. DRA‘s recommended rate increase for Palo Vercde 3 will
result in an increase of 0. 048¢/kWh in Edison’s base rates.

16. E=3077 authorized Edison tovlncrease its base rates by
0. 031¢/kWh to cover noninvestment and decommlssionlng expenses..

. 17. The Commission has authorized MAAC balancing account
treatment for revenue requirements associated with the reasonable
level of Palo Verde 3 investment. ‘
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conclugions of Law :

1. Edison should be authorized to increase its baée rates by
0.017¢/kWh effective for service rendered after the COD'of Palo
Verde 3. - ;

2. Edison should be required to file an advicefletter
setting forth the revenue requirement and rates associated with
plant investment to reflect the actual COD. /

3. The rate increase should be subject to—sefund until the
Executive Director has notified the Commission and Edison that Palo
Verde 3 has met the COD criteria and that rates ave been filed to |
reflect plant investment as of the actual COD apd to amortize any
under or over collection of rates subject to refund.

4. The rate recovery for Palo Verde 3 should be trans:erred

from the MAAC balancing account to base rateﬁron the errectzve datef -;

of the tariffs adopted in this decision.

9 R D ER

IT IS ORDERED that: )
1. Southern California Edison COmpany (Edison) is author;zed‘ :
to file tariffs to increase its base rat%s by 0.017¢/kWwh. These :
tariffs shall be in accordance with theaphase-zn procedure adopted
in D.86-10-023. ’
2. These tariffs shall ‘be rzled;wzthxn 10 days a!ter'the
effective date of this order and. will. iinclude a work paper '
demonstrating compllance with baseline laws for residential rates.
' 3. The rate xncrease authorized in this order shall be
subject to refund until the Executive r’Directo:r has,notiried the
Commission and Edison that Palo Verdeis has met the COD criteria
and that the advice letter to be Iiled to adjust rates to reflect
actual plant lnvestment as of the actual COD has. become effectmve.
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4.
decision,

7

On the effective date of the tariffs adopted in this
Edison shall: .

a. Transfer the balance in the MAAC baléncing
account related to Pale Verde 3 investment
to the ERAM balancing account. /

Increase base rate levels and thé
authorized base rate revenue amount under
the ERAM to fully reflect the /non-deferred
investment related revenue requirement for
Palo Verde 3.

c. Modify the MAAC tariff to exclude Paio
Verde 3.

This oxder is effective togpy;
Dated , 8t San Francisco, Califormia.
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