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MAR 2' 5 19911 
Decision 91-03-058 M~rch 22, 1991 

BEFORE.'l'HE PUBLIC UTILI'l'IES>.COMMISSION OF THE S'l'ATE.OF'""CALU'OFJUA 
• '. • , ' ' .".~.J 1,,/ , .. ', .,- , ... 

In the M~tter, of:·the Application of 
SOUTHERN CALIFORNIA EOISON_ ,COMPANY, 
(U-338-£) for Authority To Increase 
Its' Authorized Level ,of Base'<Rate 
Revenue-- Under the, Electric Revenue 
Adjustment Mech~nism For Service' 
Renclered::'Beqinninq January''': 1"';: 1992 ' 
And 'l'o Reflect 'l'his Increase In 
Rates. 
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'The Division of Ratepayer Advoca:tes- (ORA) has' 'reqUested'"' 
that the Commission address the cost~efie'ctiveness of: oper"ilnq-' 'San 
Ono'fre'Nu61ear Generating -Station" un::t~ 1 ('SONGS'l) in: In~esti9'ation 
(I. r 89":07"';004,' the Biennial Resource Plan~ing Upd'a:te '(Upd:ate)'; 
rather than in the' present applicat:i:on;'wh.i:chis- the"general:';rate 
case (GRC) of Southern California' Ed-iiciri: company- (Edison) ~,; .... ,' , 

DRJ../ s" motion is granted' because :the" upd'ate::' is:""t'he" -',...~. 
Commission proce~~l'in9' best suited to add'ress:the c'apita'lilcosts"and-' 
cost...:effect!veme'ss o:f co~ti~ued' operation oiSONGS" 1 ~,~" ,:«~ '.:_;(-,;" , -'Ii': 
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Background 
"SONGS: i is one o'f three electrica1'generating un'1t's}:c':~;'" 

operated by Edison, at a site abotl,t four,-mile~\south:of':,San:::l, .,:"1.: ;::: 

Clemente, California. The unit is:';powerecf:by;:'a .. westinghouse'?::,::';·:"~':::: 
pressurized,.'water,reactor (PWR). SONGS'1'began:oper'~ti~n':;i~:;i96'71 :" 
at a rated elec6:l:cal ou'tput of 43 6' megawatts,~" (MW) '!:: "~. Edi:son"oWns":: 
80% of the unit; San Diego Gas & Electri~,:co~pany','(SOG&-~~20~S.:th~'.': 

-t' . :-:- ". __ ,_ "'1:'. ,- "',i" I'" remaining 20% • 
• :'~" I". 

In the GRC, Edison is,,re"questing authoriz~,~~9.n ~,~,' .m.ake ,.,' 
capital expenditures for modifications to SONGS 1 during fuel 

, ~ ." . . 

cycles l2,-and 13, and, to recover the associated revenue requirement 
in base rates. Capital additions through fuel cycJ:e- l:l,..J'which' ,;",,' ': 

Edison expects to"end'in September 1992, were previously authorized 
by the Commission. Edison estimates that SONGS 1 will eventually 
operate through fuel cycle 17 ,ending Oecember '2004"~'-"Orily"·'fu"el''''''·' 
cycles 12 and, 13, fall within the, three-year GRC, cycle considered in 

_' • • J <, • . ' • • • • .. • ; ~ " • .1 ~.. ,t ,. ",., . 

the present application. Each fuel cycle lasts about two years. 
Edison plans capital,addi:tions of $125 million during 

, J ,j " .' 

fuel cycle 12, followed by $65 million for cycle 13, and a range of 
$65 million down to $30 million for cycles 14 through 1.7., These , 

, t. ~ ','.,,, ~.~ , .. i 'j''' I.' ,;', ... :" ", " , • 

co~tsare plant totals, wi~ho~t a~jus~ment for ~di~~n '~,,~wnership 
share or jurisdictional factor. " ' '" . 

, " j , .,. , , ' • ~ - , ~. • ,I. " _. .~ , 

Edison's request concerning SONGS, 1 was, ,n9t inc.l,uded,i.n", 
. • . , ••. , ' .,. • - ' • • • '. .. .' " , " .:. ", I . '- ... !. " .'" I " ,/ '.' ~ 'c. 

its Notice,of Intent (NOI), ,filed in October 1990, which ,preceded 
-" , I"' • _. ; " ".'" " <,I.':~. ,~' \ ", ~" ,,- \ . i ,-' \' t, • 

the GRC •. At, ,that time ,Edison was planning to file a separate, . 
• ,. • ' • ' .. • . • - • ,. " I , .' .'. ~. ,:' " : ~ ,. :. 

application for re~iewof SONGS ,1. Although Edison ,believes. it is 
not required to file~uch ~n application,' it 'plann~d' ~,~',',do~ 'so "o~t~: 
of an abund~nce o{ cau~ion~<",.This c~~tion nOdo~~;~<~~li~c:;t;~:~, ~;~:,':':o:) 
previous Commissioninvestig:a~ion: of, SONGS 1, I:~8~-:~~-:.o2"whi~~~~_ 

followed a prolonged plant outage in 1982. The outage was caused" 
in part by Nuclear Regulatory Commission (NRC) requirements in the 
wake of the accident at the Three Mile Island nuclear plant in 

- -2 '- ., 
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Pennsylvania .. :.,Edisonlater:, d.ecd.ded.'.'to, include,:SONGS~~·l:'issues in 
the.'GRe. .'-. ,\/ j.,. : .•. ,,~ .... ., •••. ~' I, ,.' ",",:',.:",'r-.,") :','"Jt:(,>,~ :::'.'.,':< .,.'t) 

DRA's-'Mot;i;on :., ... ,,' .. '.' '4:"·'~"~···~·~:.~·'> .~"'!""'~ ,:l):~ ~; .. '''~~.' -,r:': .. :' ~~~:.":~;';: ~~·~(>~.;~·~I·!.~"~I.I;.~: 

",.' On~.Janu~ry 25,.: 1'9-91,. ORA:'ifiled:~,motion-'to,:;cons.tder~the':::<)::: 
cost-effeeti veness, of; the" continued':: operation I of.' SONGS 1"in ':' the 
Upd.ate rather than in the GRC.: "ORA:,arguCl!sthat ~ this would:,~:; 
(l) elimin~te du.plieation,:of: work, ,'z(2:):;redllce- othe-- . number of\issues 
that must'· be litigated in'the GRC,.( 3,) el'iminate-inconsistencies"::> 
between the' two proceedings,"( 4')' permit cost comparisons.i,·in.:, a.:' 
sinqleforum,. (S) result in a'more-'timely res,olution: of",the issues, 
(6) facilitate, ,the participation, of" other parties, and (7'),\remove" " 
from Edison.'s' GRC the evaluation ,of,; SDG&E' s.resource: plans.; , :. 

ORA believes that the. evalua,tion:.' of.'the-'·continued"'" 
operation. of' SONGS 1 is. not a unique·. issue for the: Update'~" " The'.' 
Commission has reviewed, in the Upclate,.whethero,ther 'exi'sting".,:­
utility plants, such as Edison's Huntington ,Beachunits:-:and'SOG&E's 
Silvergate units/ should be operated :or·mothballed.:;,.AcC:ording to 
DRA, the decision whether to continue· operation of.~SONGS.,"l .. or',to, ' , 
replace,'it with other resources :isno·ta::' new Update(:iss:ue'; but': is " 
typical of issues reviewed' in that proceeding.'. , .:' .,::' . :' ',:~:~>:, '.; 

Response, Of Edison .~ , ,;:'::,.):_ . ,; , .. :.' .. ,: ", 

'.: .:. "On ,February -11, 1,99'1 Edison fil'ed a response~'in:< ,.'.'. 
opposition., to' DRA.' s motion. Edison argu'e$:: .tha t"eons.iderinq.: :SONGS,: 1 
cost-effectiveness in the Update.' wou:l:ct·::be a. fundamen:t~:l,: change>in": 
Commission policy. According. to .. Edison,I" the mission:'of: the Update. 
is to consider whether' proposed addi tiona. . -o·f. generating, capaci"ty .:"; 
can' be: deferred by qualifying: .faei'l'ities (QFs).:,:.,The:.Commiss:ionhas 
never considered in the Update whether existing .. uni ts::~ikeSONGS1c, 
are deferrable. Edison points out that .the'. capital,.:add"itionsX,'i:c::::.;:,· 
question will neither increase the unit's rated capac.j:ty~nor extend. 
the lifetime ,of. the unit .. : The.~planned :capital additions/', are 
necessary to' meet' NRC requirements,<~(to'maintain 'reliable,operati.oD:, 
or to improve cost-effectiveness •. • '. 'I .' ' r ,:.: .: •• ~~,' • ,~ " 

- 3 - .' 
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·.Aetually.thecapitaLexpendi.tu·res would .increase'· "'the'. :':": 
operational capacity of the unit slightly. '1'0 protect the steam ;'. 
generator tubes, the unit has been operated at reduced a:eaetor. ~.\; c 

eoolant temperature· for . several years,' resulting·. in· ,los.ses of about. 
10% of, rated turbine-generator output.:·:One·: proposed··pro.j'eet: duri.ng 
eyele 12. would return the. unit .. ,a1most. to. its original rated:: ..... ;: 
capacity. Despite the present : output·, reduction,. Eclison:,;.:the 
Commission,. and· the . California· Energy Commiss:ion (CEC.) have' .. used .' , 
the full rating of the unit for· resource plann·ing·'purposes~. ,' .. ';"1\:: 

Aeeording to Edison,· cons.idering SONGS' 1: ,in the·:t.Tpdate',: 
would change the fundamental purpose ,of,·that' proceedin9' ... ~.,Thi-s' 
change should, be . made only after hearings 'to al,low'parties to-J. offer 
evidence,.,supporting their positions .. ', Edison contends ,that the 
eost-effectiveness: technique:.' used. iDJ; the'u.pdate. (thei:·Iterative·, , 

cost-Effectiveness Methodology,·.or ICEM) is.inappropriate:;for . ":' },.I 

review~ of existing' resources;. ,.,' ,I ' •. ' •• 

't ." , . ..• .:~ 

Edison. seeks' review: of, .. SONGS. 1 ·in.' th.i$~ GRC: because-:-~,,'/ ' 
( 1 ) previous'. SONGS ,1. capital, addi tions were ,eonside%'ed: 'in:· a·GRC,. .. :'.' 
(2) this GRC eanl:>es.t· accommodate SDG&E'''s: participatioo.-,and ". 
(3) the administrative eff iciencies. claimed.,··by.ORA. 'are, illusory. '.' .' 
Edison asserts that the Commission must decide SONGS: J,;;: .. issues:".·, ' . 
before the"end:of '19'91. ,Fuel cyele.·12'will beq:inin'September 
1992', during the:GRC test,year. Edis.on attached to;::its..'plead.1nq:'a 
proposed schedule for. the SONGS,l .. review, ealling. for.,·a. ORA; report' 
in.' J·une 1991,. hearings .in.: AUg"\.lst ·:.19'91,. and briefs·, 'Wi.th.:H,page .limi ts.', 
in September,:l991.Edisonargues:"that.deferral .. e>f·;·.the·"i.SS1les ·.to~. 
the Update,wo'Uld make' thisschedu.1e·, impos'sibl,e, :and; <:iisrupt ·'.progress 
on other update; issues •. : .. _ x·· "".~', 

RQsponses of'" Other' Pax:t;ies ,. .:"':.' .: :: .. ' 
. ." .. :., ..... spG&&,,".... . .. ,.:.... ', .... ,',' ...• 

.1 " 
" . 

,As' co-owner' of ,:SONGS <I:,;, SDG&E.:: also·opposes>ORA"'.s:'mot:ion·,,:; 
SOG&E argues., that'review of' proposed· eapital: expenditures '..i;n:,the),:; 
GRC simply follows a traditional COmmission.'practice-. ',SOG&E. ., ~':(l 
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"., , 

believes the Update is explicitly, limited· to,.evaluatin9.::the, '>"" 

deferrability of resource additions,' ,not' existin9(.resources'~ .. :,ORA, 
points tOo"ne> ,Commission'\decision·that,~would broaden'·the scope,;,of: 

the Update. to, consider power ·plants ,thato'are already:operatinq,. 
$OG&E repeats Edison's argument that, such a change:" in, scope, ·of·the 

Upd.ate requires evidentiary, he.!!.rings.,to'assess-.its merits. SOG&E 
is also. concerned, about. ,the:,untime'ly;.rcsolution, of I ,SONGS·' l'-,issues: .: 

if they"aremovedto the Update. 
SOG&E argues: . that , most',of. the-"update issues.:;: listed in the 

OR.~ motion h~ve' already' been· reso.lved; e.itl'ier by' 'Commission 
decision!! or by theCEC's, 1990 Electricity, Report ()ER90}:;.' ORA 
should' not be 'allowed to interrupt. the GRC.processby ... moving the 
SONGS 1 ·issues ,to another .. proceeding .• , .. / ... " " 

~~~~-'J.1J9.Jl!:!;~t;_C9.mRlll)Y-.J1!Gf,..J!.J. .",', ' 
While PG&E is. not a'party to the GRe, . it is ,an active 

party 'in the Update. PG&E commented· onDRA's motion by letter to 
tl'~e assiqnedAdministrative' .. Law Judge: and,-;all. parties., ... ,:~.,):;. ", 

PG&E opposes the.motion' .• ~, ,PG&E, .. believes::that,·moving 
SONGS 1 issues to the Update is unlikely'to produce the:,' 
administrative efficiencies claimed by ORA and is contrary~~,to- the: . 

purpose and scope of the Update,~ ,AI,.,preeedent:wou~d:,bt),ee:t~bli3h0d 

which would require utili tiesto-prove-' the. 'cost~e:f£~'c,tiveness of 
every exis.ting'resource in every Update review.· This,expansion of 
scope would be unmanageable . and. would undermine the;;CEC's'.1,(·,(( 
Electricity .. Report process. _, .: . , .'.' . ~ ; ":', . ,." ,'./ ,( .. ' , , .' 

. ~ PG&Earques ,that. without,notice"and opportunity.to be·.··, 

heard,. any revision to the, scope of Update would ,violate Public. ,; ;. 
Utilities Code S 1708.. " ,~ ,;,;';, : 1,' ;,' ::;::,-, ~ ".:, , " 

. "'11" ... po ' •• ,'" , ... ",..-...... ,. T _" ,~'-; "\ '. ' .. -~ ".~I. p~~". '~ } '.' .T,",?!I"<"·, 

The CEC opposes the ORA,_ motion because it ·would lengthen 
and complicate ,the Update, delaying achievement of.:its,: ob-j:ec.tives .';:­
with no public ,benefit •. The delay would ':be:. caused '.':by ,'the::necess:ity 
to reconstruct the ICEM proeessto. ,hand-le existin9:(~resources ..CEC '. 

- s. -,. 
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agrees in' principle,that substantial ;capita'l expenditures.::to,,"i· ': .'."~ 
maintain older 'plants' should: ,be reviewed ,and; compared with,;';,~,':,' ",',. 
al ternati ve investments inL new. plants,: but' esc ' disagrees:-:wi th;'~ ORA'" s 
judgment that the present ,Update schedule'should be' jeopardized to,:' 

aeeommodatethe SONGS 1 review •. , ' ' 
CEC is also concerned that ·Cornmission;denial ',of,:the '; >, ' 

SONGS 1 capital ;additions would 'remove SONGS 1 from 'ER90nresource,: ,. 
forecasts, forcing relitigation of ER90:;.assumptions 'in:ithe·:,Update.·, 

Geothermal Resources. Association,' (GRA) and:.' ,., ,':; 
Independent EnQl;;9Y Produce;c'L Association (l~:tl 

GRA and IEP suppor-c.ORA;smotion, arguing that the Update? 
is uniquely suited to consider SONGS 1 cost-effectiveness ~"'GRA· and 
IEP agree with DRA that the Update ·is devoted to long-run, ,resource: 
planning, in contrast: to the· GRC, 'whieh:mustrev,iew,many"':issues in 
a limited time. GRA and IEP are,'concerned~ith:'QF·issues. They 
point to previous Commission determinations to exclude OF ," issues "'" 
from GRCs because they clog already oVQrerOwd0d:proceeding-s. 

Toward Ut;i.ll:ty' ,Rate N9.'QI!!,l1ization ' (~: .. 

TURN supports DRA"s motion and 'reasoning~" 
~~J) '"" 

Should, capital Additions be Compared 
W~th Oth~Al~exn~tA~Qs? 

We agree with CEC that major capital' expenditures 'on ," 
aging power plants should. be carefully' compared with other .;'.'1 ' .. 

alternatives. Edison's own cos,t-effeetiveness :testimony't.provides" 
such a comparison .. "Edison's eomputer ·modelrun' ''''Without''' SONGS 1 
alloW'S the dispatching-model to salect the resources ·whic:ht'would"· , 
replace SONGS 1 if it were taken out of service':, ' ',. 

Should gdison Con$id~he~ SQNGS l~ebnatives? 
Edison"5 testimony on SONGS 1 eost-Q-ffeet;[venes's analyzes 

only two scenarios: ' (1 ), -SONGS 1 in" fulJ: opera tion< at 70 %: capac'i ty· 
factor ,through" 20 04, 'and '(:2 ) SONGS ,1 retirement' a t 'the end<o,f fuel·" 
cycle 11. "The Commission may·wish-to· review'other alternatives,"" 

- 6 ..: 



A.90-12-01S et al. '" .' ~ 
I. ;\ 

, , . ". 

such(iasretirement.,followinq cycle ,.12" ,if ',thEf;$1'25 mi:llion(".in- "'.: 1<: 

capital costs planned for cycle 12 could be substant·.:i:ally:::rednced:. \' 
We will not order such studies now ,"'but:;we'<remi,nd'~;Ed;Lson<that other 
operational alternatives maY;}:)e:'eons·.i:dered>'···':·' : ?~~/("::.':' 

. Edison will also ,have to: clarify its'determinat'ion of the 
appropriate level of. expenditure. for. SONGS 1. For example·, there-
maybe .several : options for modifying SONGS 1· ito"meet.:NRC,· ' ... .,- ... J 

requirements. '. Some of these • options. may' Keep SONGS 1: i'n'::service " 
but: not restore it to its rated .capacitYr as Ed.ison : currently , 
proposes." This is. similar to the choice 'between, re-furbi,sh.s:ng'and: 
repowering an existing plant ... It is' ,the kind ofp-l-.,.nning' ,deeis·ion 
that ICEM was created to analyze~' :',:, 

Should the Review of SONGS 1'" ", , .: 
Cllp.i.tc'lLJ\dcliti9m~ bc..J\cc9lsQt2g~ ,', 

It is" important that the Commission deve-l'op, a<full' record 
on the cos.t-effectiveness of .. the:, SONGS· 1 c'apital .additions. "'The • ;, . 
unit has operating characteristics, that compel a 'caref,ul,· rev'iew •. ' ,I,' 

First, nuclear plants can be operated.only as pure' base-:loadi.' ': .. 
Aging,hydroe~ectric' plants ... and.,., to.a lesser' extentl,foss.il fuel 
plants·can be operated in other than baseloadmod.es/,alJ:owing 
their useful.lives to-,·be extended: atred.uced capacity :faetors.l.: 

Early retirement of nuclear .~plant' units :.tbus 'diffe-r&:: .from,..,·the, 
reduced but. continued usefulness- of other: 'generating plants,.: ; 
Second, the costs of .operating nuclear plants near theendlo-f.the'ir 
useful,1'ives can'be .substantial. The capital. expenditul:eS proposed 
by Edison,along'with, ratepayer·,.exposure to deeomm.:i:ssioning .and '~i.: 

spent .fuel'storage costs, are likely ·to 'be'far, larger:·than; ,) 
corresponding costs for non-nuelearplants~ .. 

For these reasons, we disagree I with' Edis.on·that:, an 
accelerated·,sched.ulefor· the review, of· SONGS' 1 capital 'additions.,'is.) 
necess,ary .. On ,the contrary, careful review is especially" ~ :, .. ;, x';" 

importMt .... : More- ,cautious litigation of cos.t-effectiveness 'iss.ues.·" :. 
may also allow the parties to:incorporateresource '<a:ssumptions::.soon' 
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'Is the: Update' Suitable , for Review. 
o~ SONGS l Cost-Ef£eetiv~ness? 

'. '"~ I, ~ '.: 

. The purpose of the requestedcdpital additions:-:does not 
require moving:-SONGS 1 issues··,to the·~Update'.::. However,. ,we ,agree"· ;";:,.. 
with DRA that the Update is, generally. sllitablefor".addressi'ng the,," 
cost-e£ £eetiveness ,of SONGS 1 because ,it is devoted to ' resource,:' :' 
planning. We disagree that 'shifting::SONGS 1 . issues from, :the ·:GRC;to 
the ·Update will subs,tantiallyimprove adm:i:nistrdtive· efficiency':: ", 
ORA"s clAimed benefits (less duplication ,of effort,. 'more ef,fective': 
pdrticipdtion by the parties, dnci consis.tency of analysis') >may 
exist, but they are minimal. : '.;~:"/, ::.: :.. '" '.' 'd,:; " . ,:(".I~:-; 

• ~ • ~, ,.." • "',',': " ... /' J,',' .' r.,.'\~J 

Parties opposing:' DRA'$ mOt'ionhdveobj'ected that: 

(1) the scope, of the Update :does; no·t pre·sentlY'inc.lucie analysis of 
existing .. reSOUl:ces., and (2') ICEM",as"presentlY'used"in' the':Update;;.) 
does .not, analyze-, existing resources·.: .•. BOth' ooj eet.ion~arec'· '. '".: ;,; 
incorrect,. .as we. discuss below,;. "":; .;, :', ;;; "': ::<" ,; '.: ' 

.DoeS the Scope' o£ the Update'<Cnclude Existing Resou;cces?'\ 
Consi.deration of significant,uncertain-e,ies.' is"a ::keypart ~ 

of resource pldnning'. The, Update has: "alw~ys:'recognized 'thi"s:~.; "(For 
example,·.see- ·D. 8:6-07-004,.',2'1 . CPUC Zd.34'O,. 3720.)~,Util:ityJPl'anni:'ng ;~:: 

should take- into account uncertainty 'abOu.t the :contin'Ced ~:co'st--:·;;, 
effectiveness of substantial: utility resources. . "',,/ , 

SONGS .. 1 contributes s.ubstantia:l:, energy' and: '. ca~c':i:ty ,to""" 
both Edison and SDG&E. At a:.minimum,· ,Edison dno.:"SOG&:E (s.hou-ld'···l)e \;::: 
required to. perform. sensitivity 'analyses on t'heimpaets 'of··poss:i:b,le; 
retirement of SONGS 1 after'fuel eyclel-l·· p · .• :'; '"\ """'.'::~"::"'''''J 

". An issue~in the ,pending Pha.se ,1B:deei'sion' in'the current 
Update is. how best· to incorporate' the ·eonsider~:t;:to.n::oi;uncer1:a:i:nty;(' 
and strdtegic .preference ,in .the Update.' process:. '. Most ,parties,,:> <.,: 

including Edison. and SOG&E,:, have' supportedeontinued"':explic!t", :~< ... \; \ 
examination of uncertainty and strategic.: preferenceS: in ,the '·Update·,;' 

- 8'".,;' .,. 
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" .'"Ol.1r" cho'ice', of,. proceeding for .. dealing with;:SONGS 1 does 
not depend :,on; the Ol.1tcome: .. 0 f· . PhaselBiM ,"'rhe ;·:SONGS .. ·.1 issue ··hasv ;. ,',' :', 

arisen, since:'.:ehe::: CEC' s:;·adoption.'"':of. ER9'O ,.,:bl.1t .we cannot :"ignQre~"it' c';;' 

simply l:>ecal.1se ,it'.came ,too. late-: for,the' CEC's,ana:lysis~<> .":"",~",: .. ;,;::'.' ,;, 
'rhe" Update. is perfectly,suited::to,::the 'kind(~of, p1:anning"~,: 

decision ,that:. SONGS l.requires~":'l'he Update,e;);readycotl:s-iders all·." 
of Edison's. and:,SDG&E"s :resotlree-:,alternatives:.as.required~'for '.- ::, .. , 
cost-effectiveness testing .of SONGS.l.,,' The Update~"al;so:involves,.'. 
the proper valuation' of· environmental impacts,.- .'l'hrough,:.ICEM~ the-- 'I: 

Update can weigh.theenvironmentaJ:~.:costs. ·'andcbenef-its.o,f ,'various: . 
resource choices. . This .. , is an important capabi,l.ity,; beeause: the' ,,' .' 
asserted beneficial impact of. SONGS 1 on·'rairqual'ity.'is.,a ,;maj:or~:".<; 
justif ication for Edison's proposed :capi tal· 'i'nvestments: .. i :.f, 

.. '''''., • , ". "" ,,', ' . . ..•. • ... , I .)." 

Including SONGS 1 with: other plann'ing'i'ssu'es 'lon' the 
Update ensures'consistency among :the:manY'.variables ·that<go into 
resou:c:ce planning.. Consistency' is . always: ' a :requlato:cy.:goa,l·;:, but . it: 
is· hard to, achieve when resource planning ,decisions ":takeplaceat,:,' 
different times in different forums. ' "', " .. , 

We conclude. thot!,uneertainty regarding, SONGS::;l: :justifies 
analyzing. its continued.:cost-effeetiveness; .in the . Update .:. " This'" :'~ .. ' 
conclusion does··notdepend ,on. whether some'aspeC't. o:f ::.:e.he :-:~.!::.. :.".>-' 

investments proposed for. SONGS . 'l· could· or should, (be: ;.:cons:idereci:; ;., " ' '.' 
deferrable. by QFs ...That i:ssue ·is",open, .. '.' '.By definitionl,.::,~a;.',resource' 

that .. alreadyexists cannot be- deferred. or 'avoided by .. another '~.!:' .. ;:~, :,:­

resource. However, the expansion or life extension ~o£.<an .:exis.ting,(:' 
resource may be <ieferrable., ~'.:",: ... '.;"';, ". "'" ,." ...... ,', .:: 

We might, .. find :proposedmodi:ficat'ions'"of,,'an .exj:st:i:ng:,»·:c:,:,.;~~' 
resource. deferrable, :-and thus',subject' tocompetit:iV'e·.bidd.:inq!~by.: ::'iC.:: 

QFs, whereamonq other,things.,theresou'%'ce operates~ in: .base/load,or, 
intermediate m.ode .And the-· proposed modifications include',·:, .~', ;.;;. 
energy-rela.ted.capi.tal,cos.ts-•. (.See,D .. 90-.03-060·,. 36:'·CP'OC'L ..: .... ' ..... :'. ',,' 
2d2,4~45. ) Edison's -,proposal-for: SONGS L.appears;,to' 'mee~ ',bot,h;':: 

conditions. 
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Edison'and SOG&E' ,claim that,the"proposed"!investments 
involve .neither an··expansion nor a;·li'fe. extens,ion o'f:.;SONGg;""l';~"·:I£: 
the. record . supports this claim.,:; then .. no·.: as.pect ' O£:.; SONGS' r; would:' be' . 
considered deferrable. . However, our" fundamental'')concern!: hel:'e\' 1's' to 

see what Edison's and':SDG&E':'s resource"plans :would:"look"'!ike in the 
event that continued' operation of·SONGS· 1'-' is" found/ not· to·' be,· . 

cost-effective. Without SONGS 1; ratepayers .may:~benefit·,from.,;·: '.', 
additional conservation programs~: iaddi tional'power: ·purchases; 'neW'· " 
power plants,> increased output . from'existing :plants,:,'or',:somec ':. .., 

combination of these options~ ICEM:'analysis'can tell us both' . : 
whether SONGS' 1 should remain in' service and· what should: replace:' ..... 
SONGS 1 i£ it. is. removed from service •. 

Must.XCEK Ondergo Significant 
Adaptation to Review~Q!GS 1~ 

Edison and the CEC suggest,that current;;ICEM'"'rules''' 
would have to be adapted.su.l:>stantially·for ICEM to compare capital· 
expenditures for an existing plant to other resource ·options:.'·:We·· 
disagree. 

ICBM '.,is, now our chief: (though ·,no1:. only}. ," /, 
cost-effectiveness· planning tool ·£orgeneration·:resources. ::We" 
expect ICEM· analysis to be-per£ormed"on':any major proposed·:··power· ' ' 
plant capi tal-expendi ture ,regard·less . :of ,·the· proceeding .in:: :which:we 
hear .the proposal·... Any problems:'~which'; .. J'may exi.st with rCEM· £n":its' 
current ·,£orm..will confront us .. whet'her we move ··SONGS Ito;'the·upclate 
or leave it in the GRC.·' "'.:.' ,',' .. ~. ,< " .', .... , .. ',. :' 

However, we see no major problem', in 'X'Unnincr;ICEM in,,'it's' ," 
current form .toanalyze an exist,ing -plant' and', :proposed:':1 
modifications to ... thatplant:~' 'I'he-:heart: ·o·f rCEM .. ana1ys.i's . '.is ,'.. ',,': ",; 
production . cost model-in g.. For eacb:':"'candidate"",:resource, "model ,:« 

runs are performed in pairs. :,One "o,fthe'runs shows·csystem :co'sts'::: 
with the candidat.e included·'among' the resources'ava-:L'lable-:·to--the";· , 
utility;:: the other· shows sys::temcosts· with'.the ea'ridi'date:'exc'ludea >, 

- 10, .;; 



... :_~ __ 1".he-1candidate-··could. be any",oi·~'a..:.nwnber ~of : things I such as 
a new power plant,' a plant. returned "to service,.::a repowered or 
refurbished; plant, . an aging plant ·currently in ,serviceJ' .. or:rpurchase 
of, energy,,'from another .utility.,,: For .. any of "these , candidate;:.',:' ,."', ; .• 
resources, ICEM will: (l)!:determine·the impacton;system.,costs,;of ~ 

includingi t· s.n" the' utili ty.~ s ,resource .mix-,.: and" (2,). compare it :toi :; 

other candidates., 'l'he,,'process ,involves, . many model.runs.,,.·,:but that 
wilJ::be:true- of the Update-:regardless.:of· whether . SONGS 11 is. ,added. 

to,thelis,t of resources ,to. be examined .. ' '" ," '.' ';""'" ",:.';',,' 
'"One aspect'of ICEMthat may indeed ,be inapplicable ,to,,"/" 

SONGS 1 is the: so-called, "£irst-year test" by which,ICEM'determines 
optimal timing for a new resource. Various facto,rs, such,as-.,NRC ',-; 
requirements, may constrain SONGS 1 capital expenditure,si, ,t~"'r'": ~: '_' ',­
commence during the time' between' £,uel cycles. '11,. and,: 12 .;.::.Such 
constraints--i£- indeed they exis·t--mean, simply that ,the". first-year· 
test would not be run. 'l'hey do not'.;:prevent, ICEM: from" determining':" 
the cost-effectiveness of SONGS; l,relative to/, other: options. ': 
Edison should make an appropriate-showing .. ·on how., it: de,te%'mined 
optimal timing for its proposed,investments,in SONGS,l,~:';',: 

, , ' , ,In sho:tt,boththe Update and~ the, ICEM are:well,~sui:ted~,to 

deal with the planning issues" ,raised .by ·theproposed' modificat:ions .. 

to SONGS 1." ' '" ,;: 
A:t:e' ~here ·.Ba.rrie:rs :to; RevieW'. of SONGS.' 1 Capi1d11:,;,·.,.,:" ' 
~dd~tjons in the UpdateJ the ~~, 0; an Application? 

" '" 

We conclude: that. the-re,rare-no-'substantial 'barriers"to 
consideration of" SONGS 1 issues either in· ,the GRC,· .in.. ,the ,Update", 
or . in:.a', new-.-application. We, must base; our, choice- .of,f<>r:unt; on ,the·,/, 
substantive. issu~·to .be' ,add.ressed,.as,~:discussed,. below,.::,~ Whether 
the forunt-;is the GRC,. the"Update',:,:or:: a "new: application,,;: a.dec-isionJ 
can: be: :issued ' early in :tes-t year 1992:.". ,No -proceeding ,would.resul t 
in earl-ier', .:resolution. "., .. 

~. ' .. " , : .' 1 ~.'., 
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, ,What"' Xsthe- : »est ,~oceed.ing fo;(' '" Revie!!; of" SONGS 1.? 
, We',must choose:the best forum: forr"resolution',~of.,/i'$s.ues:· 

within,our:jurisdiction which' have-:a",direct:" bearinq",on.:ou-r;'<:,:'<~,:"" .'",,'. 
ratesetting"function. ,'The Update',; is, best, suited::'to"rev-iew-,:.resource 

planninq:.:assumptions and. alternatives.; "We:, choose~ to:'~:1J.tiqate",:<;,';;'-::: 
SONGS, 1 issues 'in: that proceedin9'~ We.will' grantORA!s,,'mot!ion..,'-~--:-:,:: 

For administrative convenience we wi'l'l order.Edison to,~ ,,: 
file, a separat~' application for ,SONGS i 1 ; capi ta1 additions:;;,; then:' "', 

consolidate the application with the Update:. "This,·will a.l.low·any':~' 

revenue 'requirement changes to:be adopted: in: the::-Updater;,: then 
incorporated<into the GRC test year--or' attrition~'year'reV'enue '::',:~y,: 

requirements; as necessary. J 

findings of' :Yact ' , 

'. :. 

,", ,A ') 

"," " 

l~' ,;On· January 25·, 1~1'9:1 ORA: fi'led,; a.:motion'to cons:iJder .... the-,:;~ 

cost-';'effectiveness, of' continued',;operat'ion of :SONGS,: 1,' i'n- the:, "Update: 
proceeding:rather than' int'he GRC. '" .. ,,~ '",::i1:' ;, ;,;,("'/, ~>' 

2 .Edi'soniSOG&E,~ 'PG&E:, , and CEC·oppose.the 'mo1:i-on:~'I-,:;;:(":;"': ,; 
3:~ -GRA,: IEP" and TURN' support the'··motion. '~", ,', ":"';' ,.', ',' '-

4. Edison does: not intend.-·that' SONGS' 1 ' capital' ,additions:,' <.: ,~\ 

during' fuel-cycles 12'and 13- will ,increase unit rated capacity or 
extend, unit lifetime beyond current plans~; I,:. ,'; ',,' 

5. Substantial capital expenditures to maintain aglng):power, 
plants shoul<i "be" reviewed and"'compared ,wl:th-alternatlve:!' 

" • \ " •• ,,' 'I '. , ' • <'" ',!'~": • -.l' ~.:- •• • "f ~l " .. ',-,\.,' .. 

investments, such as new' pl.ants or demand"sidemanageroent. 

- 6 ~ '. 'SONGS l' has, operatinq"characteristics<that"compel a 
carefu;l review of, the co,st-effeetivenes,s~-of, capital; additions.. ~,<'j 

Accelerated review, as· proposed 'by Uison, would,cbe.unreasonable,::,.) 
7. - Improvements 'in: administrativeeffieiency':resuJ:,tin'g,from, 

use o-f the Update to· litigate, SONGS·); ,issues, wOu-'ld be' minima;).~: ",:':,~: 

: '" S. ., The 'effort necessary to: stu'ely existing,- :resource$.: inc.the<) 
Update would not unreasonably compromise theseh'edU:l:e,~',for:::t:na.t'" ,. 
proceeding. 
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9. The ~Update,>;is best suited.'~to"rev:i:ew·,'re$ou:t'ee'.:,pl'anning 
assumptions 'and ,alternatives. ' ,'" -", _.'.'~'I, ,.,,~ .):7" ;"\ :::~',:".'.;::.' 

Conclusions of Law ~ .. !: .,', '," :', ' .. t.: ":: ."".,:'.> ~,: .. r:,~;",j' .. :.' "~."\~/ '; ,;,' 

1. ORA's motion should-De. granted •. ' ~".~~:(,' .~.r~':: 

2.' ·Consideration·of: SONGS 1. ,cost-effeetivenes~v'inCthe update 
will not violate Public Utilities Cod.e S 1708. 

3. This order should be effective on the date signed because 
COmmission"review of.SONGS 1 capital additions should conunence 

" '. 
promptly •. : 

. ' /. ~, 'f .. 

, 1 • \".. .' 

IT IS ORDERED that: 
1. The motion by the Division of Ratepayer Advocates to 

consider the cost-effectiveness of continued operation o,f S·an 
Onofre Nuclear Generating Station Unit 1 (SONGS 1) in 
Investigation B9-07-004, the Biennial Resource Planning Update 
proceeding, is granted. 

2. Consideration of the cost-effectiveness of capital 
expenditures during SONGS 1 fuel cycles 12 and 13 is removed from 
thi; appl:L.cation. ~The revenue requirement ultimately authorized in 
thi~application m~y incorporate any revenue requirement for 
SONGS, ,1 fuel. 'cYcles 12 and 13 capital expenditures, or for 
alternate resources, authorized in Investigation 89-07-004. , 

3. SOuthern California Edison Company shall file an 
application for authorization to make capital expenQitures during 
SONGS 1 fuel cycles 12 and 13, and for recovery in base rates of 
the revenue requirement associated with the capital additions. The 
application shall be filed on'or before May 31, 1991, or on any 
other date as the presiding officer in Investigation 89-07-004 may 
d.irect. The application shall be eonso'lidated with Investigation 
89-07-004. 
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.' 4. The' ,Executive Director:"'shall cause·eopies1o,f,·,this.:'.' 
decision to be served on all parties to.these:~proceedingsl:and,-:to.:.;,. 
Investigation 89-07-004. '.J' .• : .... ~') .•• ;,~.':."r';'.:"";I· •. " ... ;:~: 

This order is. effective::t.oday .. ~;·);. 
Dated, March '22, .~ 1991"at S~ni:Francisco,.:;:California:; 

'," :'" ',11 
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