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as '07 '021 Decision _____ _ JUl 8 1988 
BEFORE THE PUBLIC, UTILI'1'IES COMMJ:SSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application Of ) 
The Southern California Edison ) 
Company ('0' 33S-E) For (1) Authority ) 
To Chanqe Its Enercr.r Cost Adj ustlnent ) 
Billing" Factors And. Its Electrie ) 
Revenue Adj,ustment, Billinq Factor ) 
Etfecti ve June 1,. J.98.7:; (2') Author- ) 
ity, At Some FUture Date,. To Reduce ) 
Its Energy Cost Adj,ustment Clause ) 
Rates To Reflect, Fuel And Energy ) 
,Cost savings Attributable To Palo ) 
Verde Nuclear Generating Station ) 
unit 3. And Balsam Meadow,. Coincident) 
With Increases In Base Rates, Re- ) 
spectively; (3) Authority '1'0 ) 
Implement Other ModifieationsTo Its) 
EnerqyCost Adjustlnent Clause And ) 
Its. Electric Revenue, Adjustment ) 
Mechanism As More' Specifically Set ) 
Forth, In This Appl-icationi (4) ) 
Review Of The Reasonableness" Of ) 
Edison's Operations Durinq The: ) 
Perioci From December-J., J.985, ) 
Through'November 3.0,. 1986; And, (5) ) 
Review Of The :Reasonableness'Of ) 
Edison Payments To Qualifying ) 
Facilities Under Non-Standard. ) 
Contracts During The Period. From ) 
Deeember 1, 1984, 'Through ) 
November 30, 198&. ) 

------------------------------) 

Applieation' S7-02-019 , 
(Filed February S,. 1987) 

(For appearances see Decision 87-11-013.) 

QPXNXQlf, 

summary of Decision 
We find Southern california Edison Company's (Ed.ison) 

operations during the period. December 1, 1985 to November 30,. 1986 
to be reasonable'. Specifically, we conclude that: 

1. The stipulation and Agreement ~etween the Division of 
Ratepayers (ORA) and Edison covering the cost of replacement fuel 
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~and purchased power during an outage at San Onofre Nuclear 
Generating Station Unit 1 (SONGS-1) should pe adopted. 

2. Edison is entitled to a $7,881,737 reward under the Coal 
Plant Incentive Procedure (CPIP) for operations at the Mohave 
Generating station (Mohave) and the Four Corners Generating Station 
(Four Corners). 

3. The CPIP has served its purpose and should pe 
discontinued .. 

4. The Edison proposed additional Economic Modifier to the 
Nuclear Unit Incentive Procedure should be adopted. 

s. Edison should aqqressively pursue steps to achieve 
concessions from Arizona PuJ:)lic Service Company (APS,) with regards 
to its Cholla-4 contract. 
BakkarOUDd 

On February 5" 1987, Edison filed ,Application 
CA.) 87-02-019 requesting, among other things, that the Commission 
find reasonaPle Edison's tuel and energy costs recorded in the 

•
Energy Cost Adjustment Clause (ECAC) Balancing Account from 
Decelllber 1', 1985 to Novel!lber 30, 1986 "Record Period".. Processing 
of the application was initially split into three phases: Phase I 
- a review of the forecast of operations for the period June 1, 
198-7 through May 31, 1988, Phase II - a review of the 
reasonaPleness of operations for the Record Period, and Phase III -
a review of the reasonableness of Edison's purchased power expenses 
under ~onstandard Qualified Facilities CQF) contracts for the 1985 
ana 1986 record period. Based on a request Py the parties, the 
Administrative Law Judge (ALJ) removed the reasonaPleness review of 
Edison's nonstandard QF contracts from this proceeding to' Edison's 
pending ,ECAC proceeding' A.88-02-016. 

Hearin~s in Phase I of the proceedings were held before 
Ar.J Barnett. The commission issued. Decision (D .. ) 87-11-013 in that 
phase • Hearings in Phase II, the reasonableness phase, were held 
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• before = Garde on January 13, 1988. This decision addresses 

• 

Phase II issues. 
There was sUbstantial agreement among the parties of this 

proceeding concerning the reasonableness of Edison's operations 
during the record period. There are, however, five specitic issues 
which require separate discussion. In this decision we will 
resolve each of these five issues separately and then deal in 
summary with remaining reasonableness issues. The five separate 
issues are listed below: 

1. SONGS disallowance. 
2. CPIP reward. 
3. CPIP" proqra:m. reevaluation. 
4. Economic Moditier to Nuclear Unit Incentive Procedure. 
S. Cholla-4 Contract. 

SONGS-l outage 

In November 1986, SONGS-1 had an eight-day forced outage. 
Edison was cited and tined $180,000 by the Nuclear Regulatory 
commission tor thre,e violations arising from the investigation of ' 
the outage. DRA recommended a disallowance of $798,682 for the 
cost of replacement fuel and purchased power during the outage. 
Edison opposed DRA's recommendation tor a disallowance on the basis 
that no generation. was lost due to this outage because it had 
scheduled a refueling outage duri~g that period. 

DRA, E~ison, an~ san Diego Gas and Electric Company 
(SOG&E) reached agreement on a settlement of DRA's proposed 
disallowance for the replacement fuel and purchased power expenses 
related to the eight-day SONGS-1 outage. On January 20, 1988, ORA., 
Edison,. and SOG&E filed a Stipulation and Agree~ent and a joint 
motion requesting its adoption. Copies of the Stipulation and 
Agreement were served on all parties to Edison's and SOG&E's ECAC 
applications. No party filed comments or objections. 

The parties recommend that the Commission adopt a 
disallowance of $798,682 (plus interest at the ECAC Balancing 
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~ccount rate from June 1, 198& to the effective date of this 
decision) to Edison's ECAC Balancing Account and a disallowance of 
$226,034 (plus interest at the ECAC Balancing Account rate from 
June 1, 1986 to the effective date of this decision) to SOG&E's 
ECAC Balancing Account. 

'. 

• 

Other provisions of the Stipulation and A9reement are: 

1. DRA's and Edison's eXhibits previously 
identified will be admitted into evidence 
in A.S7-02-019 without objection from any 
Party: 

2. Upon approval of the Stipulation and 
Agreement by the Commission, Edison and 
SDG&E will adjust their respective ECAC 
Balancing Account balances according to 
ORA's proposed disallowances in each ECAC 
proceeding: 

3. Edison and SOG&E will provide notice of' 
this Stipulation and Agreement to their 
respective ECAC service lists~ and 

4. The Stipulation and Agreement does not 
constitute approval of, or precedent 
regarding,'any principle or issue in this 
proceeding and shall not be used as 
evidence by ORA or any other party in 
another proceeding. 

5. 

6. 

Edison and SOG&E expressly do not concede 
that DRA's proposed disallowance is 
correct, valid, or justified in any way. 
While aqreeinCJ to accept the ORA
recommended d~sallowance, Edison and SOG&E 
expressly do not concede that any 
manaqement imprudence was responsible for 
the outage period at issue. 

The Stipulation and Agreement is solely in 
settlement of ORA's claim for a 
disallowance of replacement fuel and 
purchase power expenses occurring during 
the period from November 21, 1985 through 
November 30~ 1986. The settlement does not 
cover any potential disallowances for other 
types of costs associated with the SONGS-l 
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outage, whenever those costs were incurred, 
or replacement !uel and purchase power 
expenses incurred atter November 30, 1986. 

7. The Stipulation and Agreement is entered 
int~ by the parties on the basis that it be 
adopted in its entirety without 
modification by the commission. 

S. If the commission approves this stipulation 
and Acp:-eement, but imposes any 
moditJ.cations or conditions thereto, the 
Stipulation and Agreement shall not become 
effective as. to· any party unless the party 
agrees in writing t~ accept the 
moditications or conditions within 30 days 
of the Commission decision. 

9. ~he Stipulation and~~eement shall become 
effective when a co~ssion decision 
approving it'is issued •. 

Piscu~sion 

We believe that this Stipulation and Agreement will 
resolve the issue of the SONGS-l.outage. We also believe that it 
is a reasonable settlement because it accepts ORA's recommended 
disallow~ce and avoids further litigation. Therefore, we will 
adopt it. 

We will address only Edison's share of disallowance in 
this order. SOG&E's share of disallowance should be addressed in 
SOG&E's next, ECA~ proceeding. 
~ward l1Dder The Coal Plant Incentive ProcedUre 

The CPIP was implemented by 0.93363 to provide an 
incentive to improve the efticiency o! Edison's coal plants. It'is 
designed to provide for the possibility of reward or penalty, or 
neither reward nor penalty, ba·sed on the actual performance ot the 
coal plants. The .CPIP standard of performance is the gross 
capacity factor reached by the coal plant over four years. The 
CPIPprocedure established a Hnull zone" for the gross capacity 
factor. If the coal plant gross capacity factor is less than.the 
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lower limit of the null zone, Edison is penalized. Edison is 
entitled to a reward if the coal plant gross capacity factor 
exceeds the upper limit of the null zone~ 

In 0.86-04-059 Edison was authorized to recora the reward 
earned under the CPIP for the 1984 record period. The decision 
also ordered a reexamination of the CPIP ~ecause the coal plants 
have regularly exceeded the gross capacity factor standard. 
Pending receipt of the study, the null zone was expanded from ±3~ 
to ±8%. 

Edison filed an application for rehearing of 0.S6-04-059 
with respect to the ~odification of the CPI? null zone for the 1985 
record period~ 0.86-08-0350 denied. a rehearing' of 0.8'6-04-059, 
however, it did. not foreclose Edison from raising this issue in 
A.86-02-011 or seeking judicial revie.w on that issue. 0.87-08-081 
also in A.86-02-011'concluded that the expanded null zone of +a% 
should ~e applied prospectively from the effective date of 
0.86-04-059 • 

The reward for the Record Period is computed by applying 
a null zone of +~% to coal plant performance after the effective 
date of 0.86-04-059. The gross capacity factor for Edison's coal 
plant exceeded th~ upper limit of ~~e null zone during the Record. 
Period. Therefore, ORA and Edison agree that Edison should. receive 
a CPIP re·,.,ard for the Record Period computed as. follows: 

Mohave Unit 1 
Mohave Unit 2 
Four Corners unit 4 
Four Corners Unit S 
Total 
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We agree with DRA and Edison that a $7,881,737 reward 
under the CPIP for the Record Period is reasonable and should be 
adopted. 
Coal Plant In~entive PAQCe~re Reexamination 

0.86-04-059 ordered Edison to· submit with its 1987 ECAC 
application a study of the entire CPIP. Accordingly, Edison 
provided ORA a report prepared by Pickard, Lowe and Garrick, Inc. 
(PL&G). 

According to ORA, a review of the PL&G report shows that 
~O$t o~ the improvements at Mohave and Four Corners have been 
accomplished since ilnplementation of the CPIP. ORA contends that 
the PL&G report "a+so indicates that the benefit-to-cost ratio o·f 
the CPIP t~ the ratepayer has drastically decreased. ORA believes 
that this is an indication that the CPIP has achieved its purpose 

. . 
and is no longer required. 

DRA has also analyzed the current state of the CPIP and 
.conclUded it sho.uld be revoked for the following reasons: 

• ' 

o· The objective of improvinq the efficiency 
of coal plants has been achieved at both 
Mohave and Four Corners plants. 

o The price dif~erential between coal and 
gas/oil has decreased and fuel cost savings 
through the use of coal will be very low. 
Since the price of fuel is no longer at 
issue, it may be economical to burn low 
cost gas/oil in Edison's generating units, 
thus savinq the ratepayers the additional 
expense ot rewards tor Edison. 

o Edison cannot use coal plant generation for 
'base load requirements because it has 
enouqh low cost purchased power and hydro 
~ower available during off-peak hours. 

o Edison has received large awards under the 
CPIP • 
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.' o Edison has received awards for Mohave 
eve~ when the plant did not produce power. 

Therefore, ORA recommends that the CPIP be revoked. If 
the CPIP were to- be continued, ORA recommends that it be applied 
only to Mohave since Four Corners is operated by Arizona PUblic 
Service Company CAPS) and is not subject to Edison control. 

While not in aqreement with the bases supporting ORA's 
recommendation, Edison aqrees that the CPIP should be revoked. 
Edison contends that: 

• 

o An incentive program is unnecessary to, 
provide an incentive to Edison to· provide 
less cost energy to its ratepayers, 

o consistent with system operating 
cons~raints, Edison emphasizes the need for 
reliability of its coal-fired generating 
units, to minimize cost, and 

o Although the cost ~ifferentia1 between . 
average coal and 011 and gas has decreased 
in the. last two years, coal generation is . 
less expensive and Edison maximizes coal-' 
produced energy. 

Edison also does not agree with ORA'S recommendation that 
if the Co~ission desires to· continue the·CPI?,. that it appl~ only 
to Mohave. According to Edison, although it is not the operator of 
Four Corners, Edison is represented on the committees which control 
the operation of the plant. Edison claims that it has a 
significant influence over plant operation, however, not as direct 
as its control over Mohave. Edison believes that for purposes .of 
termination or continuation of the CPIP, Mohave and Four Corners 
should be treated c~nsistently. 
Discussion 

We believe that the CPIP has achieved its main objective 
of improving the thermal efficiency of the coal plants. Following 
its introduction in 198:l, the CPIP provided a mechanism. for risk 
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and benefit sbaring between Edison and its ratepayers from the 
improv~a coal plant per~or.mance. 

We now believe that the current narrowing o~ the price 
differential between coal and gas/oil has greatly reduced the 
benefits of the procedure. Therefore, we will revoke the CPIP ~or 

Mobave as well as Four Corners effective immediately. 
It should be noted that the CPIP will remain in effect 

until the effective date of the revocation. Tberefore, the 
performance of Edison's coal plants will remain subject to the 
provisions ~f the CPIP from the end of this record period 
(November 30, 1986.) until the effective date of the revocation. 
This resolution of the issue will apply to all Edison's coal units 
including' Mohave units 1 and 2 which suffered an outage due to the 
June 9, 19S5 accident. The commission has ,instituted an 
investigation of the accident in I.8:6-04-002. 
Economic H~ier to the 
N,uclear vni3: Xnswrtive P:rqce4ure 

Edison proposes to establish an additional Economic 
Modifier to its NUclear Unit Incentive Procedure when it is 
necessary to, change a SONGS unit's refueling outage schedule to, 
meet the system. reliability needs of one or more SONGS Parties. 
This Economic Modifier would provide for an adjustment to the 
calculation of the Incentive Period Gross capacity Factors 
applicable to the SONGS 'O'nits 1,. 2,. and 3. 

On February 26, 1987, Edison, SDG&E, the City of Anaheim, 
and the City,of Riverside executed the Second Amended San Onofre 
Operating Agreement (Operating Agreement) and the san Onofre 
Refueling Exchange Agreement (Refueling Agreement). ~ne Operating 
Aqreement sets :forth the :manner in which SONGS Units will be 
operated for the benefit of all SONGS Parties. The Refueling 
Agreement governs exchanges of enerqy and capacity between SONGS 
Parties wben a scheduled refuelinq outage date is changed by the 
election of one orl!l.ore of the' SONGS parties_ The effect of the 
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~efUeling Agreement is that the SONGS Parties (and their 
ratepayers) not participating in the election to change a sCheduled 
refueling outage remain indifferent to the change. 

Edison ~elieves that the proposed Economic Modifier 
should ~e adopted for the, following reasons: 

1. It rec~zes needed operating flexi~ility. 
~he mod~fier permits operation of the SONGS 
Units for the benefit of all of the SONGS 
Parties and their ratepayers; 

2. The Modifier eliminates or reduces th.e 
possi~ility of an unwarranted Nuclear 
Incentive Procedure pen~lty when a 
refueling outage schedule change is 
consistent with the above; and 

3. Edison has the ~urden of proof to 
demonstrate that its ratepayers were not 
adversely impacted by a SONGS refueling 
outage schedule change at such time that' 
the proposed Economic: Modifier is claimed. 

There was no opposition to Edison's proposed modification 
,,~t~'the ~~clear Unit Incentive .Procedure.' , 

U).scussl.on 
We ~elieve that the proposed Economic Modifier is 

necessary to prevent Edison ~ro~ incurring a penalty under its, 
Nuclear Unit Incentive Procedure ~y allowing operation of the SONGS 
Units for the be~efit of other SONGS Parties pursuant to the, 
Operating Agreement or the Refueling Aqreement~ curre.ntly, the two 
existing Economic Modifiers explicitly address only the impacts on 
Edison's system and result in changes to, the ?peration of a SONGS 
unit. The existing Economic Modifiers do not address conditions 
requiring ~ refueling outage sche~ule change for system reliability 
purposes on another SONGS Party's system. ~herefore, we will adopt 
the Economic Modifier proposed ~y Edison. 

.,. 
The Cbglla-4 Contract 

ORA recommends that the Commission order Edison to 
renegotiate or terminate the Cholla-4 contract. DRA does not 
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recommend any disallowance related to the Chol1~-4 contr~ct. 
Edison opposes ORA's recommendation. 

In February 1980 Edison aqreed to purchase electricity 
from APS unaer the Cholla-4 contract. The contract had a 
termination date of May 31~ 1989 with provisions for extension. 
The Cholla-4 contract is a dedicated unit contract which committed 
APS to build Unit 4 at its coal-fired steam electric Cholla Plant 
and Edison to pay fixed charges to cover the ownership and 
operating costs of the unit during the life of the contract. The 
energy price is based on the contract price of coal charged to APS. 
Ene%'9Y deliveries beqan in June 1984 at 123 m.egawatts (MW) and rose 
to the contract capacity of 35-0 MW in June 1985-. The fixed 
contract charges are based on the operating and maintenance 
expenses~ working capital, ad valorem. taxes and the rate of return 
on the rate base allowed by the Federal Energy Regulatory 
Commission for this unit. The relevant rate base is normally 
reduced each year: however, it can ~e increased to account ~or 
capital improvements elected by APS. 

In october 1983 the termination date of the Cholla-4 
contract was amended. to-May 31, 1990. 

ORA contends that during the Record Period the payments 
for ener9Y under the Cholla-4 contract exceed Edison's avoided cost • J 
of the same quantity of energy by approximately $33.8 m.illion. DRA V 
asserts that its calculations of excess payments are conservative. 
According to ORA, gas prices are expected to remain reasonably 
stable through the life of Cholla-4 contract and so these excess 
payments are likely to continue. ORA maintains that Cholla-4 is 
Edison's highest priced firm energy inter-utility contract. 

Edison contends that it has demonstrated that the 
Cholla-4 contract was reasonable when executed and amended based 
upon facts knoWn when executed and that it is unlikely that 
renegotiation or termination of the contract would benefit· the 
ratepayers. 
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• Edison maintains that under the terms of the Cholla-4 
contract, it can schedule the energy deliveries and has the right 
to modify deliveries on an hourly basis t~ accommodate its system 
operating conQitions. Edison can also coordinate the annual 
maintenance schedule of Cholla-4 with APS to assure optimal 
availabiiity of the unit. 

Edison contends that it entered into the Cholla-4 
contract based upon an identified need to supply a portion of the 
expected demands for capacity and associated enerqy on its system 
tor the years 1984 through 1989. According to Edison, at the time 
of entering the contract, forecasted Cholla-4 capacity and energy 
expense was less than forecasts of available alternatives over the 
term of the contract. Edison argues that the appropriate standard 
ot reasonableness requires that its actions be reviewed based upon 
what was known by its.management at' the time the contract was 
executed. Edison points out that ORA made no evaluation of the 
reasonableness of the Cholla-4 contract or its amendments at the 

•
'time of execution •. In fact·, Edison asserts that fot: the purpose of 
its recommendation, ORA is not concerned with the reasonableness of' 
the ·contract. 

Edison disagrees with ORA's recommendation that the 
Cholla-4 contract should be renegotiated or terminated simply 
because Edison's payments during the Record Period were more than 
'DRA's estimate of Edison's avoided cost. Edison aX'ques that ORA's 

, approach applies a new standard each year to a long-term contract, 
does not consider the cost of renegotiation or termination, and 
makes no attempt to analyze the contract based on conditions at the 
time of execution. 'rhus, ORA. failed to apply the appropriate 
standard of reasonableness to its examination ot the Cholla-4 
contract. 

Edison recognizes the ~act that Cholla-4 energy is more 
expensive than its other inter-utility long-term purchase power 
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agreements. Edison clatms that in accordance with prior Commission 
statements, it has attempted to achieve some concessions from APS. 

ORA believes that Edison opposes its recommendation 
regarding the Cholla-4 contract largely because it misunderstands 
the recommendation~ DRA agrees with Edison's contention that 
prudence of a contract must be judged by the facts the utility knew 
or could have known when it entered onto the contract. That is 
why, DRAmaintainsthat it is not recommending a disallowance~ it 
is merely recommending contract renegotiation or termination. 

ORA also points out that its recommendation does not 
require Edison to renegotiate or terminate the contract it it is 
uneconomic to do- so. 
12iscussion 

It is clear tromthe record that tor the Record Period 
payments for enerqy under the Cholla-4 contract exceed Edison"s .. ~ 
avoided cost of the same quantity of energy by $33.8 million. V 
Therefore, purchases of energy from Cholla-4 were not cost-
effective during the Record Period. We recognize that the enerqy 
purchases from Cholla-4 have been cost-effective in the past,. but 
the tuture cost-effectiveness of the Cholla-4 contract is dependent 
on the price of fossil fuel and cannot be predicted with certainty 
at this time. 

We note that Edison has met with APS on three separate 
occasions in 1986 to renegotiate the contract with APS. The exact 
nature of Edison's attempt to renegotiate the contract is not 
clear. However,. we do know that APS declined to discuss 
renegotiation of the contract. 

We share DRA's concern about the high cost of energy from 
Cholla-4 and reiterate our position that for long-term contracts a 
utility has the duty to monitor and assess the value of the 
contract from year to year throughout its. remaining term and to· 
take every reasonable step to protect the interests ~f the 
ratepayers. In kee~ing with our policy reqarding long-term 
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contracts, we require Edison to assess the cost of terminating the 
Cholla-4 contract and, with its next ECAC filing, provide a 
~omplete des~ription of its efforts to renegotiate the contract and 
a report on the cost of such a te:cnination. Edison's report should 
contain its analysis of the economic benefits to the ratepayers 
supporting whatever decision it makes regarding the Cholla-4 
contract. 
IDrmmaxv or The Remaining Reasonableness Phase Xssues 

A summary of ORA.' s position reqarding the remaining 
reasonableness phase issues is as follows: 

·1. Hydroe!lectric Generation 

3. 

According to ORA's analysis, Edison's 
hydroelectric qeneration expenses during the 
Record Period were reasonable. . 

Coal Generation 

ORA found that Edison's expenses for coal and 
gas burned at Mohave and at Four Corners during 
the Record Period were reasonable. 

Nuclear Generation and Price 

ORA found nuclear generation and costs during 
the Record Period to be reasonable except for 
replacement energy expenses for an eight-day 
period for SONGS Unit 1 discussed earlier. 

ORA also recommended that the reasonableness of 
uranium ore costs be Subj ect to the 
Commission's decision in Order Instituting 
Investigation (I.) 85-05-002. 0.87-10-042 in 
that proceeding found Edison's purchases of 
uranium ore to be reasonable __ 

In addition, DRA re~ommends that n~ final 
judgment be made on the reasonableness of any 
replacement fuel costs for SONGS Units 2 and 3 
until the reasonableness review of SONGS Units 
2 and 3- post co:mmer~ial operating date costs 
have been completed • 
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4. Purcba~ Power 

ORA found that Edison's expenses for economy 
energy purchases for the Record Period were 
reasonable. For firm purchased power expenses, 
ORA does. not recommend any disallowance. 
However, ORA recommends that the Commission 
order Edison to renegotiate or terminate the 
Cholla-4 contract as discussed earlier. 

s. cogeneration 

As stated previously, review of Edison's 
purchases from coqenerators for the 1985 and 
1986 Record Periods has been deferred to ~e 
held in Edison's pending ECAC proceeding 
A.SS-02-0:L&. 

6. 10ssil FQelGene~ion and Heat Bate 

ORA found Edison tossil plant outages tor the 
Record Period to ~e reasonable. 

The Commission indicated an interest in the 
heat rate performance of Edison's fossil fuel 
units and in 0.86-04-059 recommended that 
Edison adopt a heat rate deviation method 
similar to that adopted for Pacific Gas and 
Electric company (PG&E). In order to evaluate 
heat rate performance, Edison proposed an 
Efficiency Deviation Method. This method 
serves as a performance standard and provides a 
measurement of the improvements in heat rate 
efficiency. 

The Efficiency Deviation Method is ~ased on 
changes from historic performance utilizing 
individual unit hourly operating information to 
establish theoretical fuel consumption. This 
theoretical fuel usc is then compared against 
actual fuel consumption to determine deviation 
from theoretical. 

ORA. agreed that the Efficiency Deviation Method 
is a reasonable approach; however, ORA believes 
that heat rate improvement should be measured· 
in B'I'U /kWh and not by the percentage method 
used by Edison .. 
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E~ison and DRA s~sequently agreed to use the 
1984 and 1985 recorded system heat rate data r 
incl~dinq Redondo Units 7 and 8~ as the ~ase· 
for ~e E:ficiency Deviation Method. Edison 
provided ~les which re~lect both the 
percentaqe and BTU/kwn deviations from the 
recorded 19S~ t~rough 1985 base heat rate 
standard. 

DRA agreed that Edison's ~atural g~s e~ense 
was reasonable. 

In D.S·7-06-021, the Cor.:::.issior.. ordered a 
ei~:':o''''''a:1ce o! 10 percent of the Chevron 
Option Agreement De~and c~arges which were 
$SaO,OOo ~or ~e Re.cord Period. DRA. ag=eec. 
that Edison's Au~st 1986 Low Sul!~r FUel Oil 
bu--n 0: 993,000 barrels was reasonable and that 
Edison's !~el oil carrying charges were 
reasonable. 

Dise"';s;; i9D 
As this summary indicates, there is agreement that 

Ec.ison'z c.pera.tior.s during t!le Recore. Period, except as discussed 
e.;:.rlie::-, were reasonable. We cor..ct:.r wit."-l Edison's showing' and the 
OR.\"S ar.alysis. 
C;;~!l.t;; on t!le P';'2:P~ Decision 

Zdiso~ ar.d D~~ have tiled co~~ents on the ALJ's proposed 
decision. They have also filec. responzes to· each ot:::'er's cOrl..'Uents. 
Easee. or.. our rcvie";l1' I we l=elieve t.,"-:.a-: the following :Codi:icationc. to 
the c.ecizie~, o~e= than correctio~ of ti~ographical errors, shoulc. 

E~t~~ive Da~cs for Revocation oZ the 
c:?::::? a..'"lc, Adopt.ion of ~e Economic 
:!cC.i:=ie=. to ~e 'Nuclear ~::.i "= 
I~ce~tiveE=2~ceu;e . 

!he ~ropose~ decision re~okes the C~!P on the effective 

- 10 -
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Edison points out that since the CPIP and the NUclear 
Incentive Procedure are included in its tariff~, it will need to 
file ad.vice letters to remove the CPIP and add the Economic' 
Modifier to the Nuclear Unit Incentive Procedure. Therefore, 
Edison requests that the ordering paragraphs be modified to, allow 
it five days after the effective date of the order to file the 
adviee letters. Edison also requests that any reward or penalty 
under the existing' CPIP and the NUclear Unit Incentive Procedure 
should be calculated using the existing procedures until the advice 
letters are filed. 

We aqree with Edison's request and accordingly will 
modify Ordering Paragraph 1 as tollows: 

wl. The Coal Plant Incentive Procedure (CPIP) 
for Southern california Edison company's 
(Edison) Mohave Generating Station and Four 
Corners Generating Station shall be revoked. 
Edison shall tile revised tariffs implementing 
this order within five days of the effective 
date of this decision. The revocation of the 
CPIP shall be effective upon filing of the 
revised tariffs.-

We will also add the following ordering paragraph to 
adopt the Economic Modifier to the Nuclear Unit Incentive 
Procedure: 

wEdison's Nuclear Unit Incentive Procedure shall 
be modified to establish an additional economie 
Modifier when it is necessary to, change a SONGS 
Unit's refuelin~ outage schedule to meet the 
system reliabil~ty needs of one or more SONGS 
parties. Edison shall file revised tariffs 
implementing this order within five days of the 
effective date of this decision. The 
modification 'of the Nuclear unit Incentive 
Procedure shall be effective upon filing of the 
revised taritfs.w 

The ·Chglla 4 Contx;.o.ct 
ORA recommends that. with respect to the Cholla-4 

contract, the decision should add the followinq language: 

- 17 -
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MAny decision to revise or terminate the 
Cholla-4 contract, or to continue it unchanged, 
shall be in the economic interest of Edison's 
ratepayers.M 

ORA believes that this message is strongly implied by the 
proposed decision. However, DRA requests that it be made explicit. 

We agree with ORA. and accordingly add the following 
language to the first paragraph on page 14: 

*Edison's report should contain its analysis of 
the economic benefits to the ratepayers 
supporting· whatever decision it makes regarding 
the Cholla-4 contract.* 

The proposed decision orders Edison to file a report on 
the cost of terminating the Cholla-4 contract with its next ECAC 
~iling. Edison requests that this information be held in 
co~iclence otherwise it woulclaclversely affect Edison's ability to. 
obtain concessions from APS in further discussions regarding the 
Cholla-4 contract • . 

We believe that Edison's request, if appropriate, ,is 
premature. Therefore, we will not grant it. 
Finslinqs or PAct 

1. ORA finds Edison's expenses for coal and gas burned 
during the Record Period at Mohave and Four Corners t~ be 
reasonable. 

2. ORA recommends that for the Record Period, Edison be 
granted a reward of $7,881,737 under the CPIP • 

3. ORA recommends that the CPIP be revoked until such time 
that conditions warrant reinstitution of this incentive program. 
In the alternative, ORA recommends that the CPIP apply only to. 
Mohave. 

4. Edison agrees with ORA that the CPIP be revoked for both 
Mohave and Four Corners. 

5. The CPIP has achieved its objective of improving coal 
plant performances. 

- 18: -
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6. ORA and Edison have filed a Stipulation and Agreement 
which settles ORA-recommended disallowance for replacement enerqy 
during a SONGS-l outage in November, 1986. 

7. The Stipulation and Agreement recommends that the 
Commission adopt a disallowance of $798,682 (plUS interest at the 
ECAC Balancing Account rate from June 1, 198& to the effective date 
of this order) to Edison's ECAC Balancing Account. 

S. The Stipulation and Agreement is a reasonable settlement 
of the SONGS-l outage issue and is fair ~o Edison's ratepayers. 

9. There is no opposition to the Stipulation and Agreement 
regarding the SONGS-l outage. 

10. ORA and Edison have agreed to use the 1984 and 1985 
recorded system heat rate data, including Redondo Units 7 and 8, as 
the base for the Efficiency Deviation Method. 

11. ORA agrees that the Edison proposed Efficiency Deviation 
Method to evaluate the heat rate performance of Edison's fossil 
fuel generating units is reasonable • 

1Z. Edison proposes to establish an additional Economic 
Modifier to the Nuclear unit Incentive Procedure when a SONGS 
unit's refueling outage schedule is changed to meet the system 
reliability needs of one or more SONGS Parties. 

13. Adoption of the proposed Economic Modifier to the NUclear 
Unit Incentive Procedure will not have adverse impact on Edison's' 
ratepayers. 

14. There is no opposition to Edison's proposed modification 
to the Nuclear unit Incentive Procedure. 

1~. ORA recommends that Edison be ordered to renegotiate or 
terminate Cholla-4 contract with APS mainly because the cost of 
energy from Cholla-4 exceeds Edison's current avoided costs. 

16. Edison disagrees with ORA's recommendation regarding'the 
Cbolla-4 contract. 

17. The Cholla-4 contract was reasonable when executed and 
amended • 

- 19 -
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~8. E~ison has attemptea to renegotiate the Cholla-4 
contract. 

19. Other than the issues ~iscussed in, the preceding tindings 
. of tact,. ORA tinds Edison's operations. during' the Record Period to 

:be reasonable. 
C$2nelusions ot Law 

1. ~he CPIP tor Edison's Mohave and Four Corner plants 
should be revoked. 

2. Edison should be awarded a reward ot $7,881,.737 under the 
CPIP. 

3. The Stipulation and Agreement tiled by ORA and Edison 
should be adopted. 

4. Edison's ECAC Balancing' Account should be reduced by 
$798,682 (plus interest at the ECAC Balancing Account rate from 
June ~, 1986 t~the eftective date ot this order) t~ account for 
the replacement energy during SONGS-1 outag'e • 

s. Edison should continue to try t~ achieve concessions fr~m 
APS reg'ardinq the Cholla-4 contract and should tile a report 
describing in detail its eftorts to do this. Edison should also 
tile a report on the cost of terminating the Cholla-4 contract with 
its next ECAC tiling-

6. Subject to the observations made by the commission as set 
torth here, Edison,'s operations during the period December .1, 198.5-

t~November 30, 19a6 were reasonable_ 

OJ D E R 

:tT XS ORDERED that: 

1. The Coal Plant Incentive Procedure for Southern 
California Edison company's (Edison) Mohave Generating Station and 
Four Corners Generating Station shall be revoked. Edison shall 
tile revised taritfs. implementing this order within five days of 

- 20 -
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. . 

. the effective date of this decision. The revocation of the CPIP 
shall be effective upon filing of the revised tariffs. 

2. Edison's ECAC Balancing Account shall be reduced by 
$798,682 plus interest at the ECAC Balancing Account rate from 

I 

June 1, 1986 to, the effective date of this order. 
3. Edison sh~ll be awarded a reward of $-7,881,737 under the J 

Coal Plant Incentive Proceaure ana its ECAO balancing account shall 
be adjusted accordingly. 

4. Edison shall continue to try to achieve concessions from 
APS regarding the Cholla-4 contract and shall file a report in its 
next ECAC proceeding descrrbing in detail its efforts to do this. 
Edison shall also file a report on the cost of terminating the 
Cholla-4 contract with its next ECAC filing_ 

s. Edison's Nuclear unit Ineentive Procedure shall be 
modified to establish an additional Economic Modifier when it is 
necessary to change a SONGS Unit's refueling outage schedule to 
meet the systel'll. reliability needs of one or more SONGS parties. 
Edison shall tile revised tariffs implementing this order within 
five days of the effective date of this decision. The modification 
of the Nuclear unit Incentive Procedure shall be effective upon 
filing of the revised tariffs. 

6. This proceeding is concluded. 
This order. is effective today. 
Oated .lUI' 8 1988 , at San Francisco, California. 

- 21 -
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/' 

~ower limit of the null zone~ Edison is penalized. Edison~ 
. . I 

entitled to a reward l.f the coal plant gross capacl.ty factor 
exceeds the upper limit of the null zone. / 

In D.8-6-04-059 Edison was authorized to record the reward 
/ 

earned under the CPIP tor the 1984 record period. ~he decision 
also ordered a reexamination of the CPIP because t~e coal plants , 
have regularly exceeded the gross capacity factorstandard~ 
Pending receipt of the study, the null zone was/expanded from ±3% 
to ±S%. / 

Edison filed an application for re,hearing of 0.86-04-059 
with respect to the modification of the CPIP null zone for the 1985 
record period. 0.86-08-035 denied a rehe~ring of 0.8'0-04-059,. 
however, it did not foreclose Edison from'raising this issue in 
A.86-02-011 or seeking judicial review on that issue. 0.87-08-081 ,. 

also in A.86-02-011 concluded that the,/expanded null zone of +,a% 
should be applied prospectively from ~e effective date of 
D.86-04-05~. / 

. , 

• 
'The reward for the Record/period is computed by applying 

a null ,zone of +~% to coal plant performance after the, effective , 
date of 0.86-04-059. The gross capacity factor for Edison's ccal 
plant exceeded the upper lilnit of/ the null zone during'the'.Record. 

I 

Period. Therefore, ORA and- Edis?n agree that Edison should receive 
a CPIP reward for the Record per'iod computed as follows:: 

Mohave Unit 1 $ -0-
Mohave Unit 2 7717.566 
Four Corners Unit 4, 2,S70,178 
Four Corners Unit 5 !i,~2~,22~ 

Total $ 7,S8-1,737 

e· 
- 6· -
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tIa an4 benefit sharing between Edison an4 its ratepayers7ro ~ 
improved coal plant performance. 

~. 

We now believe that the current narrowing of the price 
differential between coal and gas/oil has. greatly ~duced the 
benefits ot the procedure. ~herefore~ we will re~oke the CPIP 
for Mohave as well as Four Corners effective i~ediatelY. 

/ 

It should be noted that the CPIP wj~l remain in effect 
until the effective date of this order. ~J:terefore, the performance 
of Edison's coal plants will remain su}:)je6t to· the provisions of 
the CPIP from the end of this record PetiOd (November 30, 19S6) 

until the effective date of this orde/. This resolution ot the 
I 

issue will apply to all Edison~s coal units including Mohave 
. units 1 and 2 which suffered an outaqe due to the June 9~ 1985 , 

accident. ~he commission has instituted an investiqation of the 
accident in I ;86-04-002. / 
Economic Kocli:fier to the 
NUcleg unit Incentive Procedure 

~ ·Edison proposes tt establish an additional Economic 
Modifier to its Nuclear U~t Incentive Procedure when it is 
necessary to ch~ge ~ SON~S Unit's refuelinq outage schedule to· 
meet the system reliabi;:ity needs of one or more SONGS Parties. 
This Economic Modifie;!would provide for an adjustment to· the 
calculation of the Incentive Period Gross capacity Factors 

• 

I . 

applicable to the SONGS units 1, 2, and 3. 
On Februli'ry 26, 1987, Edison, SOG&E, the City o·f Anaheim, 

anci the City of ru!versid.e executed. the Second bended San Onofre 
operating Aqreem~t (Operating Agreement) and the San Onofre 
Refueling Excharige Agreement (Refueling Agreement). The Operating 
Agreement set~fOrth the manner in which SONGS units will be 
operated for the benefit of all SONGS Parties. The Refueling 
Agreement gO~er.nsexchangeS of enerqy and capacity between SONGS 

. I Part1es when a scheduled refueling outage date is chanqed by the 
I 

election of one or more of the SONGS Parties~ The effect of the 

- 9 -



A .. 87-02-019 Al.:J/AVG/rsr 

~recommend any disallowance related to the Cholla-4 contrac~~ 
Edison opposes DRA's recommendation. ~ 

In February 1980 Edison agreed to purchase~lectricity 
from APS under the Cholla-4 contract.. The contrac~had a 

/ 
termination date of May 31, 1989 -w-ith provisionyt0r extension. 
The Cholla-4 contract is a dedicated unit contract which committed 

/ 
APS to build Unit 4 at its coal-fired steam ~lectric Cholla Plant 
and Edison tc pay fixed charges to cover tn! ownership and 
operating costs of the unit during the li;fe of the contract. The 
energy price is based. on the contract price of coal charged to· APS. 

/ 
Energy deliveries began in June 1984 ~t 123 megawatts (MW) and rose 
to the contract capacity of 350 MW in'June 1985~ The fixed 
contract charges are based on the oterating and maintenance 
expenses.,. -w-orking capital, ad valo'rem taxes and the rate of return 

/ 
on the rate base allowed by thejFederal Energy Regulatory 
Commission for this unit. The;relevant rate base is normally 
reduced each year; however, it can be increased to account for 

•
caPital improvements electedibY APS. . ' 

. I 
In October 1983 the termination date· of the Chol·la-4 

contract was amended to· Ma~ 3l, 1990. 
ORA contends ~at during the Record Period the payments 

I 
for energy under the Cholla-4 contract exceed Edison's avoided cost 

I 

of the same quantity of energy by approximately $33 million. ORA 
asserts that its cal~lations of excess payments are conservative. 
According to ORA, g~ prices are expected to remain reasonably 
stable through theJ.life of Cholla-4 contract and so these excess 
payments are like~y to continue.. ORA maintains that Cholla-4 is 
Edison's highest;fpriced firm energy inter-utility contract. 

Ediso~ contends ·that it has demonstrated that the 
Cholla-4 contr/ct was reasonable when executed and amended based 
upon facts kndwn when executed and that it is unlikely that 
renegotiatio I or termination c·! the contract would benefit the 
ratepayers .. 

11 -
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agreements. Edison claims that in accordance with prior Commission 
statements, it has attempted to achieve some concessions fro~APS. 

DRA believes that Edison opposes its recommenda~n 
/ 

regarding the Cholla-4 contract largely because it mis~erstands 
the recommendation. ORA agrees with Edison's conten~n that 
prudence of a contract must be judqed by the facts~e utility knew 
or could have known when it entered onto the con~act. That is 
why, ORA maintains that it is not reCOmlllending/( disallowance; it 
is merely recommending contract renegotiatio~or termination. 

DRA also points out that its rec~endation does not 
require Edison to- renegotiate or terminatt the contract if it is 
uneconomic to- do so. L 
Discussic:m 

It is clear from the reco ~ that for the Record Period 
I 

payments for energy under the Cho~a-4 contract exceed Edison's 
avoided cost of the same quantit..{ of energy ,by $33.7 million. 
Therefore, purchases of energyfrom Choll~-4 were not cost
effectiVe during the Record~eriod. We recognize that the energy 
purchases from Cholla-4 bave'bee~ cost-effective in the past, but 
the future cost-effective~ss of the Cholla-4 contract is dependent 
on the price of fossil :fuel and cannot be predicted with certainty 
at this time. / 

,We note tha~Edison has met with APS on three separate 
occasions in 198~ trrenegotiate the contract with APS. The exdet 
nature of Edison's;attempt to renegotiate the contract is not 
clear. However, ~e do know that APS declined to discuss 
renegotiation Of~the, contraet. 

We share ORA's concern about the high cost of energy :from 
Cholla-4 and r~iterate our position that for long-term contracts a 
utility has ~e duty to monitor and assess the value of the 
contract fro~ year to, year throughout its remaining term and to 
take every ~easonable step, to protect the interests of the 
ratepayerjl In keeping with our policy regarding long-term 

/ 
- 13 -
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~contracts, we require Edison to assess the cost of terminatin~e 
Cholla-4 contract and, with its next ECAC filing, provide a~ 
complete description of its efforts to renegotiate the contract and 

'. 

a report on the cost of such a termination. 
$l1mmary of The Remaining Reasonableness Phase Issues 

A summary of DRk's position regarding the remaining 
reasonableness phase issues is as follows: 

1. Hydroelectric Generation 

2. 

3. 

4. 

According to· DRA's analysis, Edisonls 
hydroelectric generation expe7ses uring the 
Record Period were reasonable. 

Coal Generation 

DRA found that Edison's expeFses for coal and 
gas burned at Mohave and at/Four Corners during 
the Record Period were re~onable. 

'. I. NUclear Generat10n and Pr1ce 
/ . d ' DRA, found nuclear generat~on an costs dur~ng 

the Record Period to be reasonable except for 
replacement energy exPenses for an eight-day 
period for SONGS unit 1 discussed earlier. 

/ 
DRA also recommended that the reasonableness of 
uranium ore costs/be subject to the 
Commission's dec:i!'sion in Order J:nstitutinq 
J:nvestigation (~.} 85-0S-002. D.87-10-042 in 
that proceedingtfound'Edison's purchases of 
ur~ium o~e tcybe reasonable. 

J:n addition,/DRA recommends that no final 
judgment be J!::de on the reasonableness of any 
~eplacement/fuel costs for SONGS Units· 2 and 3 
until the reasonableness review of SONGS Units 
2 and 3 post commercial operating date costs 
have beejlcomPleted. 

Purchased Power 

DRA fO~d that Edison's expenses for economy 
energY,/purchases for the Record Period were 
reason~le. For firm purchased. power expenses, 
DRA does not recommend any disallowance. 

I' 

I 
;I , 

• / - 14 -
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• 

• 

S. 

However, DRA recommends that the Commission 
order Edison t~ reneqotiate or terminate the 
Cholla-4 contract as discussed earlier. 

cogeneration 

As stated previously, review of Edison's 
purchases from cogenerators for the 1985~nd 
1986 Record Periods has been deferred to be 
held in Edison's penclinq ECAC proceedUcig 
A.88-02-016. ~ 

6. [pssil FUel GenetAtion and Heat Bate 
. . / f DRA found Ed1son foss~l plant outages or the 

Record Period to be reasonable/ 

The Commission indicated an i~terest in the 
heat rate performance of Ed~son's fossil fuel 
units and in D.86-04-0S9 recommended that 
Edison adopt a heat rate deviation method 
similar to that adopted tor Pacific Gas and 
Electric Company (PG&E).1 In order to evaluate 
heat rate pertormance'/Edison proposed an 
Efficiency Deviation Method. This method 
serves as a perfor.manee standard and,provides a 
measurement of the improvements in heat rate 
efficiency. ' ~ 

The Efficiency Deviation Method is based on 
changes from hisioric performance utilizing 
individual unit/hourly operating information to 
establish theoretical fuel consumption. This 
theoretical fuel use is'then compared against 
actual fuel cOnsumption to determine deviation 
from theore~cal. 

DRA agreed~that the Efficiency Deviation Method 
is a reasonable approach; however, DRA believes 
that hea~ rate improvement should be measured 
in BTU/kWh and not by the percentage method 
used. by Ed.ison. 

Ediso~ and DRA subsequently agreed to use the 
1984 land 1985- recorded system heat rate data, 
inc~d.ing Redondo Units 7 and 8, as the base 
for/the Efficiency Deviation Method. Edison 
provided ,tables which reflect both the 
p~centage andBTU/kWh deviations from the 

- lS -
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7. 
I 

,J ,.-
" 

Edison and ORA subsequently agreed to use'the 
1984 and 1985- recorded systel!t heat rate,'data, 
including Redondo Units 7 and 8, as the base 
for the Efficiency Deviation Method: .. " Edison 
provided tables which reflect both the 
percentage and BTU/kWh deviations from the 
recorded 1984 through. 1985 base he.at rate 
standard. 

Natural Gas EXpens~s 

ORA agreed that Edison's natural gas expense 
was reasonable. 

8. FUel Oil Expense 

In 0.87-06-021, the Commission ordered a 
disallowance of 10 percent of the Chevron 
Option Agreement Demand charges which were 
$580,000 for the Record,Period. ORA. agreed 
that Edison's August 1986 Low Sulfur FUel oil 
burn of 99~,OOO, barrels was reasonable and that 
Edison's fuel oil carrying charges were 
reasonable.. ,-

;' 
piscussion 

,/ 

As this sUltllTlary indicates, there is agreement that 
I 

Edison's operations during ,the Record Period, except as discussed 
earlier, were reasonable. /we concur with Edison's showing and the 
ORA's. analysis.. / 
Comments on the Proposed IPeeision 

Edison and O~ have filed 
I 

comments on the ALJ's proposed 
decision.. Based on our/ review, We believe that the following , 
:modifications to the decision, other than correction of 
typographical errors,/shoUld' be made: . 

1. Ef:Cecti.ve Dates for Revocation of the 
CPlP and Adoption of the Economic 
Modifier to the NUclear 'O'nit 
Incentive 'Procedure 

;' 

The proposed decision revokes the CPIP on the effective 
date of the order JThe proposed decision also adopts an Economic 
Modifier to· the N~clear ~nit Incentive Procedure. 

j-" 

- l6 -
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• 
7. 

recorded 1984 through 1985 base heat rate 
standard. 

NAtural Gas EXpenses 

ORA agreed that Edison's natural gas expense 
was reasonable. / 

8 • Fuel Oil Expense 

In P.87-06-021, the Commission ordered a 
disallowance of 10 percent of ~he Chevron 
Option Agreement Oemana charg~ which were 
$SSO,OOO for the Record Period. PRA agreed 
that Edison's August 1986 Low Sulfur Fuel oil 
burn of 993,000 barrels waS reasonable and that 
Edison's fuel oil carryi~ charges were 
reasonable. I 

Discussion 
As this SUllUllary indicates., there is agreement that 

Edison's operations during ~ Record Period, except as discussed 
earlier, were reasonable. e concur with Edison's showing and the 

• 
PRA's analysis. 
Findings of Fact 

• 

1. ORA finds Edi on's expenses for coal and gas burned 
during the Record peridd at Mohave and Four Corners to be 
reasonable.' / 

2. PRA recommends that for the Record Period, Edison be 
granted a' reward O~$7,SSl,737 under the CPIP '. 

f 
3. PRA recommends that the CPIP ~e revokea until such time 

that conditions ~arrant reinstitution of this incentive progr~. 
In the altern,at/ve, DRA recommends that the CPIP apply only to 
Mohave. / . 

4. Editon aqrees with DRA that the CPIP be revoked for both 
Mohave and Four Corners. 

S. T~e CPIP has achieved its objective of improving coal 
I 

plant pe70rm=.ceso 

I 

'j - 16 -
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• // 
6. ORA and Edison have filed a stipulation and AgrJement 

which settles ORA-recommended disallowance for replacement energy 
during a SONGS-1 outage in November, ,1986. ~ 

7. The Stipulation and Agreement recommends that the 
commission adopt a disallowance of $798,68~ (Plus/{nterest at the 
ECAC Balancing Account rate from June 1, 198& to'the effective date 
of this order) to Edison's ECAC Balancing AccOGnt. 

S. The Stipulation and Agreement iS~ reasonable settlement 
of the SONGS-1 outage issue and is fair ~o Edison's ratepayers. 

9 •. There is no, opposition tOZhe Stipulation and. Agreement 
regarding the SONGS-1 outage. 

10. ORA and Edison have agree to use the 1984 and 1985 
recorded 
the base 

11. 

L . 
:~ystem heat rate data, ~')cluding Redondo· Units 7 and 8, as 
for. the Efficiency Oevi~ion Method. 

I 
ORA agrees that the ~dison proposed. Efficiency Deviation 

I 

Method to evaluate the heat rate performance of Edison's fossil 
fuel generating units is rea'onable. 

I 

• 
12.. Edison proposes to- ,esta·blish an additional Economic 

Modifier to the Nuclear u~t Incentive Procedure when a SONGS 
Unit's refueling outage 'chedule is changed to·meet the system 

• 

reliability needs ot on' or more SONGS Parties. 
13. Adoption of /the proposed Economic Modifier to the Nuclear 

Unit Incentive Proceaure will not have adverse impact on Edison's 
ratepayex;s. / ' . 

14. There is;n~ opposition to Edison's proposea modification 
to the Nuclear Unit Incentive Procedure. 

15. ORA recbmmends that Edison be ordered to renegotiate or 
terminate ChollJ-4 contract with APS mainly because the cost of 

I 

energy from Cholla-4 exceeds Edison's current avoided costs. 
16 •.. Edisbn disagrees with ORA's recommendation regarding the' 

I . 

Cholla-4·contract. 
/ 

l7. The Cholla-4 contract was reasonable when executed and 
amended. : 

- 17 -
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• 18. Edison has attempted to renegotiate the Cholla-4 
contract. 

19'. other than the issues discussed in the preceding indings 
of fact~ ORA finds Edison's operations during the Re70rd ,period to 
be reasonable. . 
COD91usions 0: Law 

1. The CPIP for Edison's Mohave and Four c~er plants 
should be revoked. , ~ 

2 .. Edison should be awarded a reward 0)/$7, 881 ~ 737 under the' 
CPIP. /, 

3. The Stipulation and Agreement filed by ORA and Edison 
should be adopted. ~ 

4. Edison's ECAC Balancing ACC~ should be ,reduced by 
$798,682 (plus interest at the ECAC Ba ancinq Ac~ount rate from 
June 1~ 1986 to the effective date of this order) to, account 'for 
the replacement energy during SONG,~l outage. 

s. Edison should continue to try to achieve concessions from 
~ regarding the Cholla-4 contrict and shouid file a report 
Wdescribinq in detail its effort£ to. do 'this. Edison should also 

file a report on the cost of ~rminating the Cholla-4 contract with 
its next ECAC filing. / ' 

6. Subject to the observations~made by the Com:mission as set 
I 

forth here~ Edison's oper«tions during the period December 1, 198$ 
I 

to November 30, 19S6~e r~~l:.R 

IT IS ORDJ!RED that: • 
1. The Coal/Plant Incentive Procedure for Southern 

California Ediso~COmpany'S (Edison) Mohave Generating Station and 
Four Corners Generating Station shall be revoked on the effective . / date of th~s order. 

- ~s -, 



A.87-02-019 ALJ/AVG/rsr .. 

• z. Edison's ECAC Balancing Account shall be reduced 
$798-,6-82 plus interest ~t the ECAC Balancing Account rate 
June 1, 19S&.to the,effective date of this order. 

3. Edison shall be awarded a reward of $7,138,400 under the 

Coal Plant Incentive Procedure and its ECAC balanci~ account shall 
be adjusted accordingly. ~ 

4. Edison shall continue to' try to achieye concessions from 
APS regarding the Cholla-4 contract and shall;file a report in its 
next ECAC proceeding describing in detail itsfefforts to do this. 
Edison'shall also file a report on the costlOf terminating the 
Cholla-4 eontract with its next ECAC filing. 

s.. This proceeding is concluded. /. 
This order is effective today. 

Dated> '~san Francisco, California. 

• / 
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