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Decision 91-04-070 April, 24, 1991 
APR 2 5 '9~1 

" , ~ .-, ," 

BEFORE ~ POBLIC UTILI'I'IES, COMMISSION OF 'I'HES'l'A'I'E, OF CALIFORNIA' 
, ",.. ., ... -, ,.~"~".: ... ~:"::' ~:. ~;',:" ':: 

In the Matter of the Appl'ication. of ,)-
SOUTHERN CALIFO~ EDISON COMPANY ,) 
(U-338-E) for Authority to Inerease ) 
its Authorized ,Level of Base ,~te ) 
Revenue Unaer the Electric Revenue ) 
Aajustment Mechanism for Service ) 
Renaere~l Beg-inning January '.1,., -19'92', ), 
ana to Reflect this, Increase ,in" J 
Rates.' ') 
---------------). 

'~ f~89-li~025:.':,~'>:- ,', " 
A."'J.d Related,Matters.) (Filed. Dece~e:r,18:,::-:::1989J'~ 

) )' i-;.'9-1"';'0:2-·0:7·~·~":·::; .;':., ',~ 

,:). ,," (Filed ,February; :21;, .~199:1) 

--------------------------------) :: :" '. d.'. 

SECOND INTERIM OPINION 

.'. c_' 

I,.,,,. 

~TI!!lI!arv 0: pecision _, ' , __ , ," '," _ ,. 
This d.ecision denies the ,requ~st ofS,outhern c:a_f~'~~rn·ia: 

Edison company (Edison) that the Commission either estabifsh 
maximum reasonable costs pursuan~ to Public O'tiii ties' (PO') . 'COde 

t r~', ,.' ." 

§ 1005.5 or aaopt ,estimates of the reason",~le costs, ',of the' two' 
proj ects descri:Oed. in this applicatio~ and. authori'z,~' th,~:i.;r 
inclusion in rate base. Instead, Edison is authori'zedra~emaking 
treatment for the two projects under the Major Addit'ions Adjus-ement 
Clause (MAhC) now included. in 'its' tariffs. Issues re9aro.i~g '" ' , " 
i::nplementation of the MAAC proced.ure will ~e liti9'at,~'d i~ ~his . ' ",., ~ " 

proceed.ing. 
BackgrQ'!ll)d, . ..-., , .~" '. 

Small, capital proj ects constructed by electric'i.itiii -ties . . ~, ,." ,. .' ," ,'.'. '" 

are usually included .in rate base ,on a forecast basis,' ,either ,in 
general rate cases (GRCs) or as part of attrition year ai16wanees'~ 

, ' 
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Large capital projects are most often handled using the MAAC 
procedure, which allows the co~issi;~ the tilne' 'necessa:r.r~,t6 ~review 
the reasonablenessof"a project's. costs atter, , it is ,comp-le:t,ed and, 
in operation. Edisoll, San Diego Gas .,&, Electric ,c:omp'any,: (and':, ' 
Pacific' Gas and Electric Company include MAAC procedures -in~, ,the-ir", 
tariffs. 

,. ,,~., . ~.' 
, , • ,'. ~I' + J' I 

Tilning is crucial to the review 'of large- :projects '. 
Without the MAAC procedure a utility would. l:le'Unable to' earn'- a' 
return on its investment while awai tinq a .. "Commissi~n, ,de.cis,i,~_n, on, 
reasonableness. Prior to a project's commercial operation date 
(COD), the utility accrues. an allowance for funcls-used'during 
construction (AFUDC), which is essentially the capitalization of 
interest charges on construction costs. At COO, the utility ceases 
accruing AFO'OC and should begin to earn"a returnon .. ,its·-·investment,· 
by including reasonable capital costs in ratel:lase. However, 
Commission review of reasonablenes~'~~n'~~·lengthy. After a 
decision is eventually issued, the commission cannot then allow the 
retrospeeti ve recovery of return on investment t :Oecause'" do-i'ng"so.': 
would be unlawful retroactive ratemaking ~' 'I'heMAAC'·proc~'d.ure 
allows the utility to earn a fair' return on its investment: while , 

, " "., 

the Commission is delil:leratinq. ' , ", " 
'I'he MAi\C procedure works by estal:l:lishinq a'def~irred debit 

account at coo and setting interim rates subj'ect to re'~und:·.'On' the 
debit sicle of the account, the utility:books the'full'investment-" 

, -
related. revenue 'requirement for the new' plant, as it :'aff ~'c:ipital 
costs were prudent. Interim rate revenues' go on the 'credit side of 
the account. When the Commission issues a r~asona:o'l:enessci:eci'sion; 
the revenue requirement de~its cease, and prudent capitaleosts are' 
put into rate base. The prior ac:ount debits are adjusted~'" '. . 
retroactively to reflect any disallowance i:mposed., and: t.he accoun't. 
balance is "amortized in rates over a' period' C:eterInined.: "by' :the 
c6mmission~ "', ~'., 

• 

• 

• 
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The' present consolid.ateci~ proceed.ing is Ed.ison's test., year ... _ 
.. " ", .. ,. 

1992 GRC. In Application (A.). 90-12-018 I Ed.ison~· reques~ed;: spe.cia~ ::~' 

ratemaking treatlnent for:·the capital costs o,f two proj.~~ts:: 
c:1escri~eci in the app.lication. If Ec:1ison-'s. request is qrant.ec:1, MAAC~ .. 
treatment and. reasonableness reviews' would not. be necessary .. ", ~,he 
two projects are:' ('l) Edison's share of, the Cal:i:fornia::,Or~go.n; .­
TransmissIon' (COT) project, and (2), the .installation o,! .se·l~C:.t~ve 

catalytic reduction (SCR) equipment at Edison's Alamitos, U:nit N.o. 6 

power plant (Alamitos 6-). 

At the January 11, 199'1 prehearinq, conference, " .Towar~., . 
Utility Rate Normalization (TORN) mentioned Ec:1ison·1 s,.:reques,ted. 
ratemaking treatment in discussionof·scheciulinq. 'TYRNsllggested 
that the Administrative Law Judges' (AlJs) solicit comment~' from the 
parties b~fore cieeid.ing whether .an eviclentiary phase: on p:roj ect 
costs is necessary. 

In a February 1, 199'i<'rulinqfollowinq the prehearing 
conference, the ALrs orclered eommen~s .onEdison' s· ;reque·s·t:.;. Timely 
comments were filed by Eclison, the Division 0:1: Ratepayer'Advocates 
(ORA), -and:· TU1W". 
Legal Authority . . . , .. , ' ... ", . 

PU Code § 100S.S(a) cleals with major capital projects by 
energ-y utilities, requiring in part that: "",," 

"'Whenever .thecommissionissues to an: electrical·.·· 
or gas corporation ,a certificate authorizing .. 
the new construction of any ac:1c:1ition or an . 
extension of the corporation's p-lant estimated ., 
to cost greater than fifty million clollars 
(SSO, 000,000), the commission shall spe'cify in ' 
the certificate a maximum .cost cleter:mined to· be 
reasonable and pruclent. for the facility." . 

Eclison antieipates that if the Commission gran:ts:·a Certificate ,o·! 
Public Convenience- and Necessity (CPCN) for .the.-COT_p~oje.ct., the . " 
authorizing- d.ecision will ac:1opt a maximum cost .:for Edison" s:-share·, 
of the capital costs, based on cost-effectiveness:analysisrIt is.· ' . 
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this amount, yet . to.· :be adopted :by. the com:mission~, . that Edison asks 

to :be incl uded in . rate base in the .. GRC • 
PO Code § 46-3 requires that ,in settinq rates the 

Commission- sna1l disallow direct and indirect costs resulting .. from 
unreason~le errors and' omissions in the construction of;:, p·1ant" 
additions costing mo·re than~ $5·0 million'." 'l'he section exp,lieitly 
does not prohibit' set.ting rates on a :bas,is other than conventional 

rate-of-return' ratemaking. . .. ,.', .. , 
PU Code § 463.5 allows the commission fur:t.her discretion: 

is setting rates for capital projects, stating: 
"section 463· does not re~ire the commission· to 
undertake a reasonableness review of recorded 
costs to determine the reasonableness of the' 
costs of each i te:m o·f any electrical or gas 
corporation's plant which costs, or is 
estimated to have cost, more than fifty million 
dollars ($50,000,000) where the commission . 
either has established a maximum reasonable 
cost pursuant to Section lOOS.Sor has adopted 
an estimate of the reasonable costs, in any. 
proceeding." '. 

PU Code § 463.5 :became effective on January l, 1989 and:has"not 
:been invoked or even discussed in any Commission decision~:since 

then. 
Edison's Request 

Edison asks the commission -to. use the allthoritY':~qranted 
in PU Code § 463.5 to include the' capital' costs' ,of :theCO'I':: proj ec-:' 
and of the Alamitos 6 air quality i:mprov-ements in Edison's, rate 

. ., '. 

base, wi thout: reaso~leness reviews .. 
Edison estimates that its. share of co'!'pro'ject,.eapita1 

costs will be al:out$lOO million. The current' estimate'of' COD for 
the project is December 1992, near the end of the GRC test.year.· .;:, 
'l'he CO'l' project is the su.oject otEdison's ~.90-08-0'67 ,which seeks,'· 

a CPCN for the project. 'l'hat matter is now s~mitted,. and. a .' . 
proposed decision :by the assiqned AL'J has :been recently:. mailed ... 
Edison cites the pending CO'!' project decision as a source for the 

• 
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"maximum reasonable cost pursuant t\~ Section lO'05'.~S;" thl,lS::: 
qualifying the COT proj ectcosts for inc-lu'sion ln' rate ):)as.e;-·a~·:the: .,' 

COD ' , " \ .. ,,~,;~) ,.',~··J"'t"'" . , . 
Edison requests thatthe-conui{is'sion'ado"pt, in ·:th"e'; GRC' ;an,~ 

estilnate of reason~lecosts f'or the Alamitos'6 proj'ect, 'and then' 
inclucle those costs 'in'the rate base' adopted for attrition, year 
1993. Edison has selected' the Alamitos' 6 project in o.rder,to, 
comply with South Coast Air 'Ql,lal~ity Management District (SCAQMD) 
Rule 1135, which requires installation of SCR technology at a 480 
megawatt (MW) Edison power station. 'In the GRC, Edison',estimates 
Alamitos 6 capital costs to be $S6'miilion, including construction 
overheads, AFUDC, and a 15% contingency charge on direct costs~ 
Edison I s estimate of COO is OecemJjerl99'3, <It the- end of the- !irst'~ 

attrition year following the GRC test year. 
Finally, Eclison requests that it the commission-'chooses 

not to invoke PU Code § 463.5, then' . Edison . should '" be 'auth-orized:· the"·' 
same MAAC treatment that was adopted. tor 'four capita:l proj'ects in 
Edison's last GRC in Decision (0.) 87-12-066 (A.8 6-12-047), ~'In 

~~at proceeding the Commission adopted a joint proposal by Edison 
and the Public Statf Division (predecessor to the DF.A)'" which 
covered many ratemaking issues, including MAAC interim rates: set at 
75% of the estimated initial revenue requirement' for the·'four 
projects., 

Posi.tions or the Parties 
. Edison 
Edison believes that PO'Code'§ 463.5 provides'th.e 

Commission with administratively efficient alternatives to'-·'· 
sUbsequent reasonableness reviews. The COT proj'ect- CPCN"'proceeding= 
will provide a cost-effectiveness cap which 'would satisfy PO· Code' 
requirements, assuming a CPCN is issued'. 'According ·to;·Edison, this 
is administratively efficient ):)ecause the'same issues would'not 
have to be relitigated in' a reasona):)leness review' . 
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Ed.ison,believesthat many o! the, consid.erations typical 
in reason~lenessreviews · .... ould. n~t be ,at, issue' ior,the' Al"an{itos 6':,,,, 
project, because it will be und.ertake~ unc:iero~~e~' from t~e:SCAQMD ~.'­
No maximum cost h.as"been approved. .oy the Commission, but PO: Cod.e . ,',' 

'. ' .. .., " 

§ 463,.5 allows the utility .to foreqo a reasonaoleness review if the 
Commission' adopts an estimate~f re~so~~le co'sts.' 'E'~is~n ~as "";-~ 
provid.ed such an estimate in its GRC application, and. asks that'it 

be tested. and approved. in this proeeedinq. . .. , 
If the commission elects MAAC treatment for the two 

capital projects, Edison would. remove the revenue requirement 
assoeiatedwith the projects from th.e GRC, andfo.llow MAAC' 
procedures. Ed.ison asks that the specific procedures ad.opted in 
Append.ix A to 0.8-7-12-066- also be ad.op:ted in this ,GRe .. 

~ 

Alamitos 
§ 463.5. 
the costs 

ORA strongly opposes .,inclusion of 'the COT proj'eet an'd 
6· capital costs in rate base_under the term~ of'PU Cod.e 

DRA, points out tha~,themany.uncertaint:i.es surr'~'~d.ing: 
of both projects make ,them ,unsuitaole for tr'eatment,u~der 

§ 463.5. 
For ,the COT proj,ect,., ORA, f,irstcites the uneertiin,ty of­

project costs: the"Commission has, not yetsign~d.'a C~CN decision; 
._. • I " • ' 

the final power rating for the transmission line has not ye:e.been 
determined: and the Commission's cost cap maY'be on," a cost pe~ XW 
oasis rather than a total cost basis. '8'" ,,' •• j .... 

,.,''j.' 

Second , it is unclear when the proj ect Will, g'o:"'1rito 
opera tion. The adoption of a COT project" rate base, amount', requires 

" -. " 

estimation of a COO, and ORA claims there are too many variables to 
forecast·,a COD', with the necessary accuracy. DRA ilius~ra:tes:: this" " 

• ~.' I' " 

point using two of the MAAC proj ects authoriz,ed. in t.'le last; GRC: 
(1) a high voltage,. direct, current transmission line'upgrade,'and. 
(2) a transmission line between Edison;sDevers' switChing' s~~~ion 
and the Palo Verd.e Nuclear Generating Station in 'Arizona: ,'~ The ' 
direct current project wen~ into service tour,months iate, and'the 
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'. . . . ' 

Devers-Palo Verde line is still not in servfce'~n£rie- 'month's 'after 
the preljicted CO~'_. ,,' ,~~ .:'..: ;"',0" •. ~,.~ ,,,:- .. :;~ 

According to ORA, there' 'are ais'o'significant" " ,""., ," 
uncertalnties surrounding the Alamitos' 6. proj~ect'. ':';There are no ' 
completed proj eets Which. use 'sci ·~teChnOio9Y on the"'scale- ~,~., 
anticipated at Alamitos 6, -'and DRAis concerned that co'st e'stimates' 
in sealing the technology up to 480 MW" could beinaceurat'e. "Th'e 
project completion date is also uncertain: Edison's ::work-papers in' 
this proceeding show a project COO of February 1994, past tne 
Oece~er 1993 date in Edison;s applieatiori~ In either event, the 
constru<?tion period is too long to predict"'when:project costs would 
go into rate base. ORA states that i:f the costs of'th'e A'lamitos- Q. 

proj ect were left in the GRC,' more ti:me- would' be reql;lired 'for ORA 
analysis ~an is presently scheduled for the revenue: req1l'irement, " ' 
phase of the GRC. . , 

ORA supports MAAC'treatment-for-the 
• under the ter.m.s adopted for other'proj'ects" in 

I.Q'.BH 

pro'j ects -,:" but":not" ' 

Edison "s '-last' GRC. 

• 

TURN believes that Edison"s recoInInendedapproach:would 
deprive the parties and the commission:of'any real opportunity to 
review the prudence 'of th.econstruction·'costs of the twoprojeets ... 

According to TURN, in the COT'projectproceeding 
(A.90-08-067) no evidence was presented on the "reasonableness' of 
the construction cost estimates ~ecause the' proj ect is 'being ,: 
constructed not by requlated utilities,but by aconsortiwn of 
municipal utilities known as the Transmission Agency' of Northern' 
California (TANC). The litigation of a maximum constrUction,"cost 
will not establish that the expenditure of this maximum amQunt' or 
any lesser amount is reasonable. That can' be· deterI!lirie~r only 
through a review, of actual costs after the project is completed.. 
roRl'~ argues that Edison'S proposal would simply assume: that actual 
expeneitures will equal- the adopted cost cap, and·' that this amount 
should be recovered. in rates. Such. an assumption is unwarranted . 
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With ·regard to . the Alamitos. 6 .project, no review of 
construction cos~s has taken place to date. TURNbel.i~vesth~t·· 
review of cost estimates in this proceedingwouiei notSe .. an -. ", /"" " 

efficient use .of. 'C;RC .hearing time. 
TURN argues that. MAAC treatment is appropri'ate fo"r the ., 

two prcje~ts, t.o protect both Eeiisonand,_its ratep~y~~s·. ':Th~ . 
Commission should aeiopt estimates- of costs in the GRC only for the 

• " I. • co 

purpose of implementing MAAC. proceeiure~., , ' . 
DiscusSion ,. 

We will ,deny Edison's request to inC1Ueieeapita~: costs in 
rate base under the provisions of PO Cod.e §463.5, for'the 
following reasons: (1), inclusion of capital costs' in r'ate'" base at 

. . " "', .. ~ '. , 

their maximum cost-effective level is unreasonable in these 
circumstances, (2) uncertainties concerning. the" is'suance of a CP'CN 
for the COT project and the COOs for both projects are's~.bstanti~l, 

•• ' ,-I I 

• 
", .. ' 

(3) the ad.lninistrative efficiencies claimed ):Iy Edison ~re 'minimaf, 
and (4) MAAC procedures will .. adequat~iy, pro~ect bO:~ll E:diS.~~ a~d its • 
ratepayers. " .... 

The main issue is the poliey eiecision whetherto'.add 
. .. . .' 

capital costs to rate base without reasona.cleness reviews. 
Although. PO"Cod.e § 046:3.5 would. allow the'coItllt\issio~ toente~ 
reasonable maximum costs for. the COT project into rate base,' that 
choice is unappealing when a planned project is likelyto'be_the 
best resource option available to a utility. Unless the resource 
planning decision tu...~s out to be -...;ronq, specifically because' :~n: 
al-eerna't.ive resource could have:Cee:c. :Cuilt less expensively, the 
inclusion of maximum. costs in rate base guarantees that. ratepayers 
will support more rate base than is necessary •. Inclusion .. o{'the 
COT project costs in rate base at their approved. maximum' level is 

." . • '. • <. 

unreasonable. 
If it' seemed likely that actual .. construction costs would 

, ... ... '.,. -I.... ~ . ~." 

be nearly equal to the reasona..cle maximum costs ,developed by cost-:-
effectiveness analysis, then reliance on PU Code § 4~:.5 .might make 
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more sense. We leave t.'le remaJ.nJ.ng possi.cility, .. tha,t .. § ,4.63.5 
, ." ., ' •. , ~'..... ,I ~ ... , 

sho\J;ld be.invo.]~ed because actual costs exceed cost-effectiveness. 
• • • ." .. ' '. , ~, '.. " _ /: T', .. .1' .. '"' ,r"-I .:',:\::: -:; .... ~\ 

limits, for another time.. _ .' ''-" .. : ~,;;:" . 
We are convinced. by ORA's. ,arguments .. that the. ," .., .. 

• , " ,.-, ~ 'wi ..;, '" ... ', ,', .' •• ~4 ), • 

uncertainties· of approying Edison's. request are substantial. It 
•• ~ "'.' '. ~., • ,h ,_, • "", •• 

would be premature to. authorize inclusion. of .COTprojec:t .costs" in , . 
~. - • ." I. , ' ,',. • '" ~, 

rate base:oefore the Commission.has granted a CPCN, and before .:the 
• , • " '! • • .,. " • 

reasonable-maximum costs are actually ~_o~. In addition,., the 
uncertainties in estilnation of COOs f.or both the COT :and .Al.ami tos 6. 
proj ects wu-easonably favor Edison:.. In the real wc:rlC'lf 

~,' , 

construction delays are more likely than schedule imp~C)"ements. 
Early ~d.option of rate base amounts would also give Edison a 

perverse incentive to delay eapital.spending. 
. '-' 

In one sense the inclusion. of capital .. costs in.rate base. 
."' ~, "', ~ , ~ ,. :.-

without review would be administratively effieient, because.no 
. . ~ , . . " ' '-, , 

commission effort would be, required. .However ,that approach, 
•• " .~ '. ".' M " ., 

ignores the Commission's duty·to ensure that utility:ra~es .a.re 
reasonable. The issue is whether :the. risk that util~:ty rates might . 
not be cost-based is justified by the reduced adlninistrative 
effort. In this instance,. the .·answer is, no.. The CPCN proceeding ... 
for the COT project might resolve-some. issues that .. would .. latel:: 
appear in a reasona.cleness review,but.the purposes ,of that, '. -- , . ~. . 

proceeding and. the GRC are markedly d.ifferent. ... As 'I'U'RN .points. out, 
the CPCN proceeding concentr~tes on estimates of eosts for. the COT 

• 'h

" 

, , 

project and its alternatives as prepared by TANC, not. ~y Edison. 
, • I , ' , 

The eventual CPCN decision~.if a.certificate is issued,nee~, find 
" '" -.. >,. 

only that the cost estimates for the least. expensive ,alternate to 
"" . '<,,- - ...... 'H'-" . 

':he COT proj ect are reasonable maximum. costs for th~ ,:~OTproject ...... 
~he Commission's reasonableness reviews are typically more thorough 
than prospective cost-effectiveness reviews of the type found in 
the COT project certification proceeding. A reasonableness review 
would relitigate very few issues from A.90-08-067 . 
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The Commission has never'reviewed the cost's of the' " - ,-
proposed Al:am'itos 6 mOd.ifications.· Anye'fficien'cies,·that~ ·might ~e' 
gained ~y litigating costs in the GRC, rathertllan: in:a-, 
reasonableness review, would~e' at the expense'~ o'f'a' thorough review 

" 

of actual costs. Edison's claimed administrative ·efficiencies . 
would ):Ie'due to reducing the scope ofrev'iew,. not to~ eliminating 
duplieation. In any ease, such. e!ficiEmeies would:~e minimal. 

With no administrative efticieneies fo\"nd., 'our'choice, of 

the ):lest proceecling to review Alamitos 6 costs'is· one~of . 
convenience. We choose to authorize conventionalMAAC treatment, 
rather than aclcl Alamitos issues to. an already axnl=itious GRC . 

sch.edule'-
With regulatory treatment under PU Code ~ 46:r. $"now 

precluded, Edison requests MAAC treatment under the: terms' approved 
in its last GRC. We will authorizeMAAC treatment in' principle, , 
l:Iut 'we cannot order the spec:i.fic ter:ms approved in O~·87-12"';O,66,. 

", 

• 

Details of the proj eets in the last GRC do not match the det'ails of • 

the COT and Alamitos 6 projects. 
Instead, we will reserve a~lock of GRC hearing-time to 

litigate the d.etails Qf ~c treatment '0£ the co'!' and Alamitos 6, 

proj ects. For' each proj eet the parties should address the ·,issues . 
resolved l:Iy Appendix A in 0.8'7-12-066:-- (1) in"';servicecriteria to,' 
deter.:nine COD, (2) estimated. COD, (3') estimated capital costs, (4)' 

estimated invest.."Ucnt-related revenue' re'qu~irement f . (s} int'erim"rate' 
level, ( 6) effective date of interim, rates, (7 ),ta"riff:language" 
and (8) treatment ot noninvestlnent-related e~enses - . If hearings 
are necessary, the assigned A:t.::J shall ensure that these i's'sues'are 
inco'rporated into the GRC hearing' sched.ul'e~'· . ~~. 

. .' 

.,\ " 
./ ...... ' . . " .,' (, 
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Iindings of Fact 
1 .. , In A. 90-12-01SEdison requests th"'t the C~~i'~~:i:~:~'::~'e'ithe'r"~; 

establish maximum reasonaOle c~sts pursuant_to PU c6d~§ ':£'0'05.:5 or 
adopt, estimates of the rea~ona.cle costsoo! th.~ c:oTiriCi' 'Ai~itos 6'" 

- .1 "_" ",; 'I' " ,.,." .. 

projects, and authorize their inclusion in rate :ba.se pur~U~,nt 'to 
PO' Code § 463.5-. 

2. ' ,ORA and TURN oppose Edison's" reqUest, and. ~ci~omm~rid M.AAC 
, ' •• , ... j. , ,~> ,~, • 

'.' #>-,' • ~,.. ,-J 

treatment of the two projects. 
3. The administrative efficiencies of, the requested rate 

treatment of the two projects under PU Code§ 463.5 are minimal. 
4. For the COT project, the COD, reasona.cle maxim~~costs, 

I <'I' 

and granting of a CPCN are uncertain. 
5. For the Alamitos 6 project, the COD and costs of:scaling 

SCR technoloqy up to 480 MW are uncertain. 
6. Allowing major capital projects, into'rate 16as~ :~~i~g 

estilnates, of future COOs would giye, Edison a' pervers~,_'inc~~~ive to 
delay capital spending • 

7. It.is unreasonable, to allow COT projec~ ca~ita~ 'costs 
into rate :base at reasonaOle 

8. It is unreasonable 

maximum costs." 
to allow Alamitos 6 project,capitai 

costs into rate base by review of estimated capital' costs' in this 

proceeding. 
9. Edison's request for inclusion of the capitaicosts'of 

the two projects in rate base pursuant to PO' Code §' 463~5:Sh~uld' be 

denied. 
10. MAAC procedures will adequately protect both Edison and 

its ratepayers against unreasona.cle rates related to th.e two 
projects. 

11. The COT and Alamitos 6 projects should be treated under 
Edison's existing MAAC procedure. 

12. This proceeding should address the eight MAAC 
implementation issues listed in this decision and any other issues 
necessary to implement MAAC treatment of the two projects • 
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Conclusions of Law "',' ';"::' ,",:" 'v' " . 

. 1. Edi'son"s request to include the costs of the 'COT:and~ 
Alamitos 6 projects in rate :Case attb.,is ti::ne should be 'denied.' ::,. 

2. ' Edison.' shouldb~ auth~rized to 'include'the~t· .... o proj'ects ~,' 
'mder the MAAC in its tariffs. ':','. "",~' ',::" 

3. This order should become effective on the aate signed 
because scheduling of MAAC issues"in' theGRCshouiCi begin promptly. 

'-... •• c/, I 

SECOND tNTERIH' ORQEB 

IT IS ORD:E:R.ED that: 
l. The request ot Southern California Edison Company' ' 

(Edison) that the commission either establishl'llaximum'reasonable 
costs pursuant to Public Utilities (PU): Code § 1005.5' or'adopt'> 
estimates of reasonal:>le, costs of t~ .... o projects (Ecl,ison'S:- share' of 
the california Oregon Transmission proj ect', and installati'on of' 
selective catalytic reduction equipment at Edison's Alamitos-Onit 
No. 6 power plant) and include those costs in rate base pursuant to 
PU Code § 463. S, is denied~ , " 

2. Edison shall remove the investment-related revenue 
requirements associated. with tne t· .... o proj ects from this' p'roceed.ing". 

3. Edison is authorized to include the two projects' und'e-r 
the Major Additions Adjustment Clause' (MAAC) in its tariffs. ' 

,.'," . 

','.,',' t. ~~" :,'" _ ,': :," ", . 

,,,,,,. .. : ..... 

"...., ... " 
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,. Issues neeessary to implement MAAC treatment of the ~wo 
projects shall be eonsidered in this ?ro~eeding. 

This order is effeetive today. 
Dated. April 24, 19.91, at San Fr~nci5co, California. 
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President 
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