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OPINION ON SONGS 1 SETTLEMENT AGREEMENT 

1. Summary 
We approve a settlement between Southern California 

Edison Company (Edison), San Diego Gas & Electric Company (SoO&E), 
and the Division of Ratepayer Advocates (DRA), of issues related to 
the San Onofre Nuclear Generating Station Unit 1 (SONGS 1), which 
is jointly owned by Edison (80%) and SDG&E (20%).1 

The settlement has the following key terms! 
o Edison and SDG&E will cease operation of 

SONGS 1 no later than the end 05 the current 
fuel cycle (Fuel Cycle II/lIB); 

o Edison and SDG&E will be able to recoVer in 
rates their remaining net investment in 
SONGS 1 (approximately $350 million for 
Edison and approximately $110 million for 
SDG&E) over a 48-month amortization period 
and earn a rate of return on that 
investment # 

o ~he 4S-month amortization period for 
Edison's and SDG&E's SONGS 1 investment will 
start upon our approval of the Settlemerit 
Agreement, and Edison and SDG&E will each 
receive their Commission-authorized rates 6£ 
return on the unamortized balance until 
shutdown of SONGS 1; 

o After shutdown of SONGS I, Edison and SDG&E 
will earn a lower rate of return on the 
remaining unamortized SONGS 1 investment! 
which rate, after taxes, is fixed at the r 

1 We will refer to Edison, SDG&E, and DRA collectively in 
today's decision as the -settling parties.- See Attachment 2 for 
explanation of these and other acronyms and abbreviations. 

2 The current Fuel cycle 11 could be extended in Fuel cycle lIB 
by repositioning and/or reinsertion of existing SONGS 1 fuel 
assemblies. Operation in Fuel Cycle lIB is contingent upon Nuclear 
Regulatory Corr~ission (NRC) approval. 
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currently authorized emb$dded cost of debt 
(8.98% for Edison and 9.09% for SDG&E) over 
the remainder of the amortization periodJ 

o Decision (0.) 91-12-076 in Edison's 1992 
general rate case ~GRC) _ordered Edison to 
remove $32.96 mill~on of SONGS 1 investment 
from rate base pending further Commission 
review. A corresponding adjustment removing 
$7.5 million from SOG&Ejs rate base was 
adopted in 0.91-12-074. Edison and DRA 
agree that $23 million of the $3~.96 million 
will be restored to Edison's rate base. 
Similarly, SDG&E and ORA agree that $5.75 
million will be returned to SDG&E's rate 
base. There will be no other adjustments in 
Edison's rate base for the disallOwances 
ordered in 0.91-1~-076. 

2. History of SONGS 1 
The Commission has frequently addressed issues regarding 

~ 

SONGS 1. The following overview is extracted from the record in 
this phase of the Biennial Resource Plan update (the Update) and 
from prior Commission decisions. Where appropriate, we note issues 
directly involved in the litigation leading to the settlement ~ 
considered in today's decision. 

SONGS 1 is located on the southern California coast abOut 
four miles south of san Clemente. 4 It has a westinghouse 
Pressurized Water Reactor (PWR) and a rated net electrical output 
of 436 megawatts (MW). This Commission issued a Certificate of 

3 0.91-12-074 concerned SDG&E's 1992 Modified Attrition 
Application (A.) 91-03-001. Although 0.91-12-074 reflects 
adjustments to SDG,E'S rate base regarding SONGS 1, all issues were 
litigated solely in Edison's 1992 GRC. 

4 SONGS 1 is located near SONGS 2 and 3, but SONGS 1 is an 
earlier design and differs materially from the later units, which 
were not involved in this proceeding and are not addressed in 
today's decision. 
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Public Convenience and Necessity for SONGS 1 on May 5, 1964. 

(0.67180, 62 CPUC 649.) 
The cost of the generating plant (in 1964 dollars) was 

estimated initially at $80,869,000. In addition, $11,947;000 and 
$2,900,000 were estimated for Edison and SDG&E, respectively, for 
costs of switchyatd facilities at the plant site and related 
transmission line and facilities. Edison is the majority owner and 

the operator. 
The plant received its provisional operating license from 

the Atomic Energy Commission (AEC) in 1967, and began commercial 
operation on January 1, 1968. SONGS 1 was in many respects a 
-demonstration plant.- It was one of the earliest nuclear 
generating plants in commercial operation, and it was also the 
largest then operating as of its in-service date. 

SONGS 1 ran reasonably well during its early fuel cycles. 
Through 1979, SONGS 1 had a lifetime capacity factor of 73\. 
However, from 1980 to the present, the plant has performed at about 
half that level. ~he capacity factor suffered because of seVeral 
lengthy outages. They resulted in varying degrees from NRC
directed modifications (many of them prompted by seismic concerns 
and by the accident at Three Hile Island), problems related to the 
plant's steam generator tubesj and miscellaneous repairs. 

2.1 NRC-directed MOdifications 
In 1976 and 1977, the NRC (successor to the AEC) required 

major modifications, including enclosure of the steel reactor 
containment building by a reinforced concrete shield, and 
installation of two large diesel generators for emergency use at 
SONGS 1 if all offsite power was lost. Edison also installed 
certain seismic modifications which it deemed necessary as a result 
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of its Seismic Reevaluation program (SRP) undertaken in the early 
1970S. 5 (0.87-08-023, 25 CPUC2d 119,' 123.) 

On February 27, 1982, SONGS 1 shut down for refueling. 
This outage continued until November 27, 1984, in order to perform 
seismic backfits, which were -necessary to update SONGS 1 to meet 
current NRC requirements related to seismic design, fire 
protection, and safety.~ (0.87-08-023, 25 CPUC2d at 120.) 

Throughout the 19805, SONGS 1 has experienced extended 
outages, bOth between fuel cycles and during fuel cycles, involving 
a variety of NRC-directed repairs and modifications. Generally, 
Edison also performed various additional maintenance and repair 
tasks (inCluding tube sleeving, as described below) during these 
outages. As a tesult, outages cannot be easily categorized as 
resulting solely or primarily from NRC requirements or from other 
causes. 

During the hearings, Edison and SDG&E argued that most of 

the outages were necessary to carry out NRC-directed modifications, 
that these were largely complete, and that few such modifications 
were likely in the future. ORA maintained that operational and 
design problems unrelated to NRC-directed modifications were 
responsible for the bulk of the outages, and that further 
significant NRC-directed modifications (particularly those related 
to seismicity and other safety factors) were likely. 
2.2 Steam Tube Degradation 

In 1976, Edison filed suit against Westinghouse Electric 
Corporation (Westinghouse) concerning tube leaks in the steam 

5 SONGS 1 was designed l built, and licensed to withstand a O.Sg' ' 
earthquake. SONGS 2 and 3, however, were built later than SONGS I, 
and had to conform to a higher seismic design basis (0.67g) imposed 
by the AEC. Edison embarked on the SRP in order to upgrade SONGS 1 
to meet the more stringent design basis. 

- 5 -

• 

• 

• 



• 

• 

• 

I.S9-07-004 e-t al. ALJ/l<.OT/JJJ/jft 

generators that Westinghouse supplied to Edison for use in SONGS 1. 
In this suit, Edison sought recovery of about $190,000 for its cost 
of repairing these leaks. In 1978, the suit was settled when 
Westinghouse agreed to supply Edison with a reactor cavity 
filtration system worth about $43,500, and Edison agreed to execute 
a general release. (See 0.86-09-008, 22 CPUC2d 14, 22.) 

The early 1980s marked the beginning of prolonged outages 
at SONGS 1. 6 For the five years ending with 1984, SONGS 1 ran at 
a capacity factor of 13\.7 On April 8, 1980, the plant was shut 
down for refueling, but the outage eventually lasted about 14 
months. Edison discovered that many tubes in the steam generators 
-had sustained degradation from intergranular Attack on their outer 
surfaces from corrosive elements in the steam.- (0.82-12-055, 10 
CPUC2d ISS, 198.) Edison chose to sleeve the tubes in order to 
restore SONGS 1 to service. 

In 1981, we issued D.93640 (7 CPUC2d I), where we 
discussed this corrosion problem. We heid in part that the 
reasonableness of Edison'S actions would be examined in Edison's 
next GRC. In that case, we also stated that the estimated cost of 
these repairs was $67. million, after which the plant, as a further 
remedial measure, would be operated at a reduced temperature, 
resulting in power output at 8Si to 90\ of rated capacity. 

In Edison's GRC for test year 1983, we issued 0.82-12-055 
(10 CPuc2d ISS), where we held that it was reasonable to permit 

6 Before 1980, SONGS 1 had experienced only two outages of over 
100 days. These two long outages each lasted about six months. 
Starting in 1980, SONGS 1 experienced six outages exceeding 100 
days. The two shortest of these were just under six months, two 
others were in the 8-9 month range, and the two longest lasted 14 
and 33 months. See Attachment 3 to today's decision. 

7 For more recent five-year periods, the plant's capacity factor 
has improved but continues to be mediocre (e.g., 44% for the five 
years ending with 1990) • 
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Edison to recover its share of sleeving expenditures at SONGS 1 

over a four-year amortization period. We ordered the last three of 
the four yearsl cost recovery to be collected subject to refund 
pending further analysis of the prudency of Edison's pursuit of its 
legal remedies against westinghouse. The sleeving inVolved 6,500 
steam generator tubes (57% of all the tubes and 93% of the tubes in 
which sleeving was possible) and cost $70.8 million. 

In D.86-09-008 (22 CPUC2d 14), we concluded that Edison 
failed to demonstrate the reasonableness of its actions in 
executing the 1978 general release to settle its prior lawsuit with 
westinghouse. We ordered Edison and SDG&E to refund to their 
retail customers all SONGS I-related revenues previously made 
subject to refund. we further ordered the utilities to look to the 
lawsuit with Westinghouse, and not to ratepayers, for further 
compensation of sleeving costs. We noted that -(r)atepayers have 
already borne a total of $181 million in replacement fuel expenses 
and $13.1 million of Edison's sleevinq costs that were collected 
and were not subject to refund.- (22 CPUC2d at 23.) 

In the update, the long-term impact of the degradation 
problem and the sleeving repairs was a major issue. DRA argued 
that sleeving had not resolved the problem, and that continued 
degradation would cause further loss of capacity and would 
eventually require steam generator replacement. Edison and SoG&E 
argued that sleeving and other remedial meAsures had effectively 
dealt with th~ problem, and that in any event steam generator 
replacement could be don~ cost-effectiv~ly if carried out in 
conjunction with the NRC's granting an extension of the SONGS 1 

operating license. 
2.3 Other Outages 

In 1981, a diesel generator fire caused an outage at 
SONGS 1 from July 17 through August 16. In 0.84-09-120, 16 CPUC2d 
249, the commission found Edison'S conduct unreasonable with 
respect to this fire, and disallowed replacement fuel costs of 
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about $13.1 million. In 0.85-12-063, i9 CPUC~d 387, we disallowed 
$3.611 million of replacement fuel costs for Edison's partner, 
SDG&E. 

Responding to a ORA data request, Edison provided a 
·SONGS 1 Outage History,· which is complete through June 1991 and 
is reproduced as Attachment 3 to today's decision. The II-page 
list includes many outages for reasons other than those 
specifically accounted for above. These miscellaneous outages 
range from a few hours to several weeks (e.g., feedwater flow 
problems forcing a two-month outage starting September 2, 1981; 
£eedwater pump repairs in February and May 1985 and in September 
1986). 
2.4 all 83-10-02 

The update is the second proceeding in which we have 
considered whether SONGS 1 shOuld continue to operate. on 
October 5, 1983, we issued Order Instituting Investigation (011) 

83-10-02 over whether SONGS 1 should be removed from the rate baseS 
of both Edison and SDG&E • 

In that OIl, we concluded that it would be cost-effective 
to continue SONGS 1 operations, given the incremental expenditures 
of $37.5 million then needed to return the plant to service. We 
also required Edison and SDG&E to seek our approval before 
beginning certain plant modifications required by the NRC under its 
Integrated Living Schedule (ILS) program. We later authorized 

• 
Edison to spend up to $~Ol million for ILS modifications in Fuel 
Cycles 9, 10, and 11, and we imposed a target capacity factor on 
SONGS 1. 

Edison, SDG&E, and ORA have had disagreements concerning 
the utilities' compliance with the cost cap and the adequacy of the 
target capacity factor in mitigating ratepayer risks arising from 
SONGS 1 operation. Their proposed settlement would also resolve 
these issues • 
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3. Procedural Background 
3.1 Proceedings up to Settlement proposal 

The settlement culminates procedurally intricate 
liti9ation over SONGS 1. The intricacy arises partly because of 
joint ownership (we have had to consolidate proceedings that Edison 
and SDG&E filed separately) and partly because of the mixture of 
issues (the settlement resolves ratemaking and resource planning 
disputes that we had previously assigned to separate proceedings). 
We briefly summarize this background so that the reader may 
understand the procedural pOsture of the case as we take up 
consideration of the proposed settlement. Readers seeking more 
detail should consult the decisions and rulings cited below. 

Edison originally sought in its 1992 GRC (A.90-12-018) 
the Commission's authorization for new capital expenditures to 
mOdify SONGS 1 in future tuel cycles. A.90-12-018 also involved 
the question of whether certain prior SONGS 1 capital expenditures 
were in compliance with a cost cap that the Commission had imposed 
on such expenditures. ORA moved to consolidate with the update the 
consideration of further capital expenditures to modify SONGS 1. 
ORA argued, and the Commission agreed, that such consideration 
amounted to a resource planning question, i.e., whether continued 
investment in and operation of SONGS 1 would be cost-effective, and 
that this question was appropriately addressed in the update, which 
is our resource planning forum. (See 0.91-03-058, slip opinion.) 

In the meantime, SDG&E had separately applied for 
authorization to bear its share of the cost of proposed SONGS 1 
modifications~ (A.91-02-092.) Administrative Law Judge (ALJ) 

Kotz, by ruling of April 2, 1991, ordered consolidation with the 
Update. Edison subsequently ffled a separate application 
(A.91-07-004) pursuant to 0.91-03-058, and that application is also 

addressed here. 
The Commission has issued two interim decisions in the 

Update on SONGS 1 modifications. In 0.91-09-073 (slip opinion), 
the Commission held that the proposed capital expenditures, if 
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found cost-effective, would nevertheless be treated as 
-nondeferrable- (i.e., not subject to competitive bidding from 
other sources of electric generation). The Commission also 
authorized Edison and SDG&E to begin to record certAin expenditures 
for SONGS 1 but indicated that recoverability of costs so recorded. 
would depend on the Commission's finding such expenditures cost
effective. (See D.91-12-046, slip opinion.) 

In D.91-12-076 (slip opinion) in the Edison GRC, the 
Commission addressed the ratemaking issue regarding prior SONGS 1 
capital expenditures. We determined that further review of 
compliance with the cost cap restrictions would be necessary, and 
that pending such review, Edison should remove $32.96 million of 
SONGS 1 investment from rate base. (Id.) He also ordered a 
corresponding reduction to SDG&E'S rate base. (0.91-12-074, slip 

opinion. ) 
Evidentiary hearings in the Resource Plan phase of the 

Update ended on October 30, 1991, and th~ parties filed concurrent 
briefs on November 27. However, ALJs Kotz and Econome, by ruling 
of December 19, set aside submission of the matter and requested 
further information from Edison and SDG&E regarding nuclear plants 
comparable to SONGS 1, including identification of all plants with 
Westinghouse PWRs and discussion of corrosion problems experienced 
at PWRs. The utilities jointly responded to the ALJs' request. 
ORA raised objections to the response, and the ALJs, while 
overruling the objections, ruled (January 6, 1992) that DRA could 
file comments on the response, which DRA did. 
3.2 Consideration of Settl~nt Proposal 

At this juncture, on January 16, 1992, DRAt Edison, and 
SDG&E jointly noticed and held a January 24 settlement conference 

pursuant to Rule 
Procedure. This 
issues (resource 

51.1 of the commission's Rules of practice and 
notice indicated that both categories of SONGS 1 
planninq and ratemaking) would be taken up at the 
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settlement conference. The notice was serve~ on parties to all the 
relevant proceedings, including the Update and the· Edison GRC. 

Chief ALJ Carew, by ruling of January 11, ordered a 
limited consolidation of the relevant proceedings to consider any 
settlement proposal emerging from the conference. Her ruling also 
directed the creation of a special SONGS 1 settlement Service List, 
made up of parties attending the conference or making written 
request for inclusion on the list. ALJ Katz published the 
resulting list in a January 31 ruling. (The list is reproduced in 

Attachment 1 to today's decision.) 
On February 7, ORA, Edison, and SDG&E entered into the 

settlement agreement considered herein. At that time, they jointly 
moved the Commission (1) to adopt their settlement agreement 
pursuant to the Commission's settlement rules, specifically, 
Rule 51.3; and (2) to waiVe the timing requirements in Rule 51.2 on 
propOsal of settlements. ALJs Kotz and Econome, by rulinq of 
February 26, granted the requested waiver and specified the 
schedule for concurrent comments (to be served by March 9) and 
concurrent reply comments (to be served by March 24). 

The only party filing comments was campaign California; 
the settling parties jointly filed reply comments. On March 31 1 

after the filing deadlines for both comments and reply comments had 
passed, another party; GUARD, tendered ·Comments ••• to Reply 
Comments· of the settling parties. Edison filed (April 10) a 
motion to strike GUARD'S comments. On May 3, GUARD opposed 
Edison's motion and also requested acceptance of GOARD's late
tendered comments. There has been no prior ruling on Edison's 

mOtion and GUARD's request. 
We deny GUARD'S request. GUARD missed the deadline for 

serving comments (March 9) by more than three weeks. GUARD offers 
nO excuse for missing this deadline but argues that it has limited 
staff and that its March 31 comments were tendered only seven days 
after the reply comments (Karch 24) of the settling parties. This 

- 11 -

• 

• 

• 



• 

• 

• 

1. 89-07-004 at al. ALJ/KOT/JJJ/jft" 

argument ignores the fact that our settlement rules make no 
allowance for responses to reply comments. 

We recognize that a non-profit, volunteer-staffed 
organization, such as GUARD represents itself to be, may have 
difficulty meeting deadlines. However, we must also recognize that 
neither the courts nor administrative agencies can enforce 
procedural rules against some parties while ignoring them for other 
parties. In the absence of good cause for late filing, GUARD's 

comments must be stricken. 8 

4. Positions of the Parties 
There is no disagreement regarding the most salient 

feature of the settlement, namely, that SONGS 1 should be shut down 
at the end of Fuel Cycle 11 (or Fuel Cycle I1B).9 The only 
objection to the settlement cOncernS the ratemaking treatment 
provided for amortization of the utilities' remaining investment 
and for their rate of return during Fuel cycle 11. There is also 
disagreement on the settlement's implications for SONGS 2 and 3. 

4.1 Comments of campaign california 
campaign California indicates that it has long advocated 

the shutdown of SONGS 1 for various economic and environmental 
reasons. 10 Campaign California argues, however, that by analogy 
with the Commissionts treatment of another premature retirement of 
a nuclear plant, namely, Humboldt Bay 3 of the pacific Gas and 

8 We note Campaign california's comments (see section 4.1 below) 
voice environ~ental and consumer concerns that GUARD essentially 
echoes in its attempted response to the settling parties' reply 
comments. The record would gain nothing of substance by our 
receiving GUARD'S belated comments. 

9 An extension of Fuel cycle 11 could occur, contingent upon IlRC 
approval. (See Section 6.1 below.) 

10 campaign California describes itself as an environmental and 
consumer organization with over 20,000 members. 

- 12 -



. I. 89-07-004 et al •. ALJ/KO't/JJJ/l£t' 

Electric Company (PG&E), the coinmission shOuld allow Edison and 
SDG&E to recOVer their remaining investment in SONGS 1 but should 
not allow them to earn a rate of return on that investment. II 

Campaign California concedes that the ·particular 
circumstances" of HumbOldt Bay 3 and SONGS 1 are different; 
nevertheless, Campaign california sees the Commission'S Humboldt 
Bay 3 decisions as establishing a policy on premature shutdown that 
is reasonable and should fairly apply to both plants. That poi icy, 
in Campaign California's formulation, is that -the ratepayer pays 
for the direct cost and the shareholder recovers his investment 
minus any return. "12 

Campaign California believes that the utilities' 
investments in SONGS 1 have long been questionable, and that a 
similar situation could develop with SONGS 2 and 3. Thusl Campaign 
California urges that approval of the settlement be conditioned on 
the utilities performing cost-effectiveness evaluations of 
continued operation of SONGS 2 and 3. Campai9n California does not 
insist on a hearing at this time. Instead, such evaluations could 
be undertaken in the respective utilities' GRCs, with periodic 
review in Energy Cost Adjustment Clause (ECAC) proceedings. The 

11 Campaign California cites D.91107, 2 cpuc2d 596, 624-25 
(1979), and D.85-08-046, 18 cpuc2d 592{ as setting forth our 
treatment of Humboldt Bay 3. In 0.91107, we ordered the plant 
removed from PG&E'S rate base, and in D.85-08-046, we determined 
what portion of PG&E's net plant investment should be recoverable 
in rates. 

12 The four-year amortization of remaining investment in SONGS 1 
has two components under the settlement. When the plant is still 
operating (i.e., for the duration of Fuel Cycle II), the utilities' 
recovery of investment in rates would include a return on their 
investment equal to their respective authorized rates of return. 
After shutdown of SONGS 1, the utilities would earn a lower return, 
equal to their current authorized embedded cost of debt. It is not 
clear whether Campaign California opposes any return on investment 
or only the return allowed after the shutdown. 
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evaluations should recognize all environmental costs of running 
SONGS 2 and 3, and should weigh the availability and cost
effectiveness of alternative resources. 
4.2 Reply Comments of Settling Parties 

The settling parties claim campaign california 
misconstrues the settlement and attempts to bring in an issue (the 
cost-effectiveness of continued operation of SONGS 2 and 3) that is 

beyond the scope of this matter. 
Campaign california, the settling parties assert, assumes 

that running SONGS 1 would not be cost-effective. They believe 
that this assumption is the basis for Campaign Californiats 
argument for denying the utilities a return on their remaining 
investment. The settlement, however, makes no finding one way or 
the other on cost-effectiveness. The utilities continue to 
maintain that SONGS 1 could be operated cost-effectively. They 
compromised with DRA, however, and will be allowed under the 
settlement only a partial return during the SONGS 1 amortization 
period following shutdown. Consequently, the utilities will earn a 
lesser rate of return on existing investment that had been found to 
be cost-effective by the Commission, even though the iitigation 
concerned whether or not to make new investment in SONGS 1. 

The settling parties believe the Humboldt Bay 3 case is 
distinguishable from the present situation. Humboldt Bay 3 was 
shut down in 1976 for modifications to comply with NRC safety 
requirements. It was never restarted, but it was not removed from 
rate base until 1979; thus, PG&E earned a rate of return on the
plant for three years even though the plant was shut down and never 
returned to service. SONGS 1, in contrast, is currently in 
operation and anticipated to continue until the end of the current 

fuel cycle. 
The settling parties object to any imposition of a 

condltion regarding SONGS 2 and 3. They note that the cost
effectiveness of SONGS 2 and 3 was not litigated in the update, is 
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not part of the consolidated applications, and is not part of the 

settlement agreement. 
Finally, the settling parties urge-the Commission to 

render its decision on the settlement based on the record to date. 
They assert their differences with Campaign California are a matter 
of policy. There is; in their view; no contested issue of law Or 
material fact requiring further hearings or briefs. 
5. ~imeliness of Settlement After Hearings 

We must address as a threshold issue whether it is 
appropriate under our procedural rules to consider this settlement 
proposal. Our rules contemplate that settlements, in general, are 
to be entered into and proposed for this Commisslon·s consideration 
before prOceedings are heard and the record closed.i

3 
The 

settlement in question comes latet evidentiary hearings were 
complete, and opening and reply briefs filed, before the settlement 

agreement was reached. 
We have decided to affirm the assigned ALJs· ruling of 

February 26, 1992, waiving compliance with Rule 51.2 (deadline for 
proposal of settlements). We explain Our reasoning below because 
it is important both to enunciate the policy supportinq such a 
deadline and to give guidance on when waiving the deadline might be 

deemed appropriate. 
Settlements that result from vigorous arms-length 

negotiations among parties to a dispute may have several advantages 
compared to a decision on the merits following full litigation of 

13 However, parties may propOse a settlement for adoption as late 
as 30 days after the last day of hearing under Rule 51.2 of our 
Rules of practice and procedure. Here, Edison, SDG&E, and ORA 
served notice on January 16, 1992, of a settlement conference to be 
held on January 24. The settling parties filed a motion on 
February 1 proposing Commission approval of the settlement. All of 
these events come mOre than 30 days after the last day of hearings 
(October 30, 1991). 

- 1S -

• 

• 

• 



• 

• 

• 

I.89~07-004 et ale ALJ/KOT/JJJ/jft 

all issues. The most important potential advantage is that the 
parties themselVes may be better able than the trier of fact to 
craft the optimal resolution of the dispute. Tols advantage has 
particular relevance to public utility regulation, where law and 
policy commonly mandate no single result, but where the Commission, 
in the exercise of its expert judgment, is constrained only to find 
an outcome within a -zOne of reasonableness· that may be quite 
b~oad. Where the parties are able to recommend partial or complete 
compromise, the Commission will generally give weight to their 
recOnunendat"ion, always provided that it is lawful, -in the public 
interest, and supported by the record taken as a whole. 
(Rule 51.1(e).) 

The potential for a settlement to suggest the optimal 
resolution of a dispute does not appear to depend on timing of the 
settlement. Other potential advantages of settlements do depend on 
their timing. For example, settlements that abbreviate Or 
eliminate hearings may save substantial resources for the parties 
and the Commission. Arguably, no such saving would accrue here, 
where evidentiary hearings and briefing have already occurred. 
Waiving the deadline for settlement proposals could also encourage 
stalling tactics and a war of attrition by -holdout- parties. We 
note, finally, that there are strong policy arguments fOr the 
Commission deciding on the merits those matters already argued and 
submitted to it on the merits. 14 

The assigned ALJs, in granting the requested waiver of 
compliance with Rule 51.2, rioted that the settlement addresses a 
mix of ratemaking and resource planning issues arising in several 
different proceedings. We rendered two decisions in December 1991 
(0.91-12-074 and 0.91-12-076) where we concluded that further 
Commission review would be necessary in order to resolve the 

14 See 0.92-04-027, slip opinion (Fessler, Comm'r, concurring). 
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ratemaking issues. IS The ALJs correctly took account of the· 
interrelation of these issues and proceedings when they determined 

that the proposed settlement was timely. 
We also consider a further factor relevant to the SONGS 1 

cost-effectiveness issue in the Update. Both the utilities and ORA 
chose to concentrate their analyses of critical technical issues at 
SONGS 1 on comparison of SONGS 1 to a ·peer group· of nuclear power 
plants. The parties do not agree, however, on what the appropriate 
peer group is, nor do they agree on what factors make plants fairly 
comparable or not. If we rely on peer group analysis, then 
defining the group is critical. SONGS 1 would be projected to 
perform much better in the future if the utilities' peer group is 
indicatiVe. ORA's peer grOup suggests that SONGS 1 would continue 
to perform poorlYI and in fact is likely to require steam generator 
replacement, which would be a major additional capital expenditure 
that could not be justified within the years remaining in the 
current SONGS 1 operating license. The utilities and DRA bOth 
accused each other during the hearings of using result-oriented 
criteria in choosing their respective SONGS 1 peer groups. We 
find that the selection criteria for the peer groups are highly 

subjective. 
MoreoVer, the record does not convince us that peer group 

analysis is the best, or even a good, predictive tool on this 
subject. supposing for the sake of argument that most plants 
similar to SONGS 1 are performing better than SONGS I, we should at 
least consider why SONGS 1 has performed relatively poorly and why 
those same factors would not continue to adversely affect the 
plant's future performance. The ALJs were in fact seeking such 
information when they set aside submission of the Update in order 

15 It should be noted that the adoption of these decisions 
occurred after filing of resource planning briefs in the Update • 
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to get more data on steam tube corrosion problems at PWRs. (See 

section 3.1 above.) 
In short, further proceedings on the ratemaking issues 

were certain, and further proceedings on SONGS 1 cost-effectiveness 
were probable, when the parties reached their settlement agreement. 
Such further proceedings could well involve considerable expense 
and technical difficulty, prolonging uncertainty for resource 
planners at a time when bOth of the utilities were likely to have 
to make choices regarding transmission allocation and new sources 
of generation. We conclude that the prop6sal of this settlement is 
timely and consistent with the pOlicies underlying our settlement 

rules. 
6& Objections to the Settlement 
6.1 CaapaigD California 

We agree with the settling parties that campaign 
California's request for hearings on SONGS 2 and 3 is irre~evantt6 
this settlement and not a prdper condition to impOse upon it. 

As a general matter, the ongoing cost-effectiveness of an 
existing generation resOurce is properly considered at such time as 
a utility proposes substantial capital expenditures for that 
resource. Such was the case in this proceeding regarding SONGS 1. 
We may have occasion in the future to perform similar analysis for 
SONGS 2 and 3, should similar circumstances arise. We do not 
intend to continually consider premature retirement of all existing 
generation resources, or of a class of such resources that some 

parties might want to shut down. 
We also agree with the settling parties that 

consideration of the effect of our Humboldt Bay 3 precedent does 
not require additional hearings or briefs. The question is, to 
what extent that precedent sets general policy for ratemaking 
treatment of premature retirements, even to the point of governing 
any settlement on such matters. We conclude that the HumbOldt 
Bay 3 precedent is reasonably distinguishable. 
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First, that precedent on its face speaks only to pOst
shutdown ratemaking. SONGS 1 will continue to operate through Fuel 
Cycle 11. Under the settlement, the utilities would continue to 
receive their authorized rate of return during this period; 
however, the utilities would be precluded from recovering 
replacement energy expense through ECAC if SONGS 1 operates at an 
average gross capacity factor below 55\ for Fuel cycle 11B.

16 
The 

settlement in this respect is a reasonable adjustment to the 
existing target capacity factor incentive mechanism, protecting 
ratepayers should SONGS 1 performance drop below its historic 
level. Both the rate of return and incentive mechanism are 
appropriate for plant in service. 

After shutdOwn, the utilities under the settlement would 
be entitled to return of their remaining unamortized investment and 
to an annual return on that investment equal to their embedded cost 
of debt, which is considerably less than their authorized rate of 
return. 17 The settlement in this respect is clearly a compromise 
between DRA and the utilities. DRA'S position in the litigation 
had been the position Campaign california takes in its comments 
(i.e., the utilities shOUld shut down SONGS 1 and should get back 
only their remaining investment without any return), but the 
utilities had argued that SONGS 1 could be operated cost
effectively for the duration of its license and that they should be 

16 The current Fuel cycle 11 could be extended in Fuel cycle liB 
by repositioning and/or reinsertion of existing SONGS 1 fuel 
assemblies. Operation in Fuel cycle lIB is contingent upon NRC 
approval. (See page 3 (note 4) of settling parties' -Joint Motlon-
for adoption of settlement.) 

17 A utility's rate of return generally depends on its costs of 
debt and equity, weighted by the relative shares of debt and eqoity 
in its total capitalization. The cost of equity exceeds the cost 
of debt; thus, exclusion of the equity component from the post
shutdown return on SONGS 1 effectively lowers the rate of return • 
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entitled to their authorized rate of return. The settlemerit does 
not resolve this cost-effectiveness dispute. 

we therefore have no occasion to determine whether the 
HumbOldt Bay 3 precedent would apply had the cost-effectiveness 
dispute been resolved in ORA's favor. We are called upon instead 
to determine whether the settlement regarding rate o£ return 
represents a reasonable compromise short 6£ deciding the c6st
effectiveness dispute on its merits. 

we conclude that this compromise is reasonable. There is 
substantial evidence on bOth sides of the cost-effectiveness issue, 
so both ratepayers and shareholders have an interest in aVOiding 
the extreme adverse outcome. Furthermore, even after SONGS 1 is 
shut down, ratepayers benefit from not having to bear the whole 
amount of the remaining investment in a single year. setting the 
return for the post-shutdown amortization at the utilities' 
embedded cost of debt seems logical and appropriate. 18 

We therefore reject both of Campaign california's 
objections to the settlement • 
6.2 Air Quality Considerations 

Our review of proposed settlements is not limited to 
considering points raised in comments and reply comments. We will 
only approve a settlement, even one that is uncontested, after we 
have concluded that it -is reasonable in light of the whole record, 
consistent with law, and in the public interest.- (See 
Rule 51.1(e).) Campaign california has participated in this 
proceeding only with respect to the proposed settle"ment. For these 
reasons, we need to ask whether this settlement makes sense, not 
only from the perspective of SONGS 1 itself, but also in thQ 

18 We also note that the settlement makes permanent almost $12 
million of the rate base removals Qrdered in 0.91-12-074 and 
0.91-12-076 • 
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broader context of the resource planning record and policies 
developed in this phase of the update, 

Nuclear power has long been controversial in this 
country, and many people are sincerely opposed to nuclear power 
altogether. We respect their views, but we strongly dissociate 
ourselves as a Commission from any such general antipathy to 
nuclear power. our regulatory mission is to ensure that 
California's electricity needs are met reliably, at a reasonable 
cost, and with environmental sensitivity. We are interested in any 
generation that meets these criteria, and to that end we recently 
endorsed a -fuel-neutral" resource procurement strategy. (See 
0.92-04-045, slip opinion, pages 24-25.) 

In the same decision, we applied negative values to air 
emissions from power plants. We did this as part of resOurce 
planning, including our determinations of how much new generation 
is needed and which among the candidate resources can be added most 
cost-effectively. SONGS I, like other nuclear plants, is very 
effioient from the standpoint of air emissions, i.e., in normal 
operation SONGS 1 has no air emissions. We must ask, therefore, as 
a matter of policy, whether it is appropriate to retire prematurely 
a resource whose air quality impacts are beneficial, when at the 
same time we are imputing additionAl value, and will perhaps be 
making envirorimental adder payments, to other resources offering 
the same benefits. 

We have concluded that the proposed shutdown is 
reasonable, notwithstanding the air quality benefits of SONGS 1. 
We want to reduce air emissions but also to do sO cost-effectively. 
SONGS 1, even after imputation of environmental benefits, is very 

.expensive, to such an extent that its cost-effectiveness is 
speculative. Generally speaking, we do not ask ratepayers to 
underwrite speculative investments. 

DRA has shown that the utilities have understated certain 
costs (e.g., NRC licensing fees) of continuing to operate SONGS 1 • 
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A greater concern, however, is that the Edison and SDG&E analyses 
rely on assumptions that probably exaggerate the benefits SONGSl . 
is likely to provide. For example, Edison assumes significant 
improvement in the capacity factor for SONGS I, which translates to 
increased fuel savings and environmental benefits. However, 
Edison's arguments for projecting such improvement are 
unconvincing. 19 

Moreover, many of the scenarios analyzed by Edison and 
SDG&E assume (1) gas prices as projected by the California Energy 
Commission (CEC) in its 1990 Electricity Report, and (2) air 
emission costs uniformly assigned according to values from South 
Coast Air Quality Management District. In D.92-()4-045, partly at 
the ur9ing 6f Edison and SDG&E, we made important changes in those 
assumptions! We relied instead on more recent, much lower gas 
price projections by the CEC and on nonuniform emissions costs with 
lower costs assigned to emissions releAsed in attainment areas. 
LoWer environmentAl benefits, lower fuel savings, realistic 
capacity factor projections, and corrected cost datA all undermine 
the utilities' assertions that continued operation of SONGS 1 would 
be cost-effective. 

Hypothetically, SONGS 1 could be retained in service if 
the utilities, in consideration of its doubtful cost-effectiveness, 
were to assume substantially greater risk of less than full cost 
recovery for SONGS 1 than they would under traditional ratemaking. 
We have considered this possibility but reject it as impractical. 
We have already instituted a cost cap on capital expenditures and a 

19 Edison's median case for future capacity factor is 70\, its 
high case is SO%, and its low case is 60%. Considering that the 
lifetime capacity factor of SONGS 1 is 56.4%, and that there is no 
consecutive five-year period in the operating history of SONGS 1 
during which it has operated at SO\ or better, we conclude that the 
range of capacity factors Edison analyzes for SONGS is unreasonably 
optimistic • 
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capacity factor incentive mechanism for SONGS 1/ with less than 
satisfactory results. For example, the cost cap has proven hard to 
administer and open to interpretation, as shown by experience in 

the recent Edison GRe. 20 

We also reject alternative ratemaking along the lines 
that we approved for PG&E's Diablo canyon nuclear units. Diablo 
canyon involved plant newly in service. Alternative ratemaking as 
applied to SONGS 1 could conceivably require us to amortize part of 
the investment under traditional ratemaking, while the incremental 
investment would be subject to sOme different mode of cost 
recovery. Such a mixture of regulatory ends and means would be 

novel and comPlex, might create perverse incentives, and would 
require much time to work out, adding one more uncertainty for 
utility resource planners. 21 

7. Conclusion 
The proposed settlement should be approved. We do not 

relish premature retirement, especially of a generation facility 
that produces no air emissions. On the other hand, that facility 
would require major additional capital expenditure to continue 
operatingt and those expenditures are marginally cost-effective at 

best. 
SONGS 1, by any account, has been an unreliable reSource 

for over a decade. Its removal from service frees up impo~tant 
transmission capacity, which is likely to stimulate competition in 

20 The cost cap dispute from the GRC is one 6f the matters 
resolved in the settlement. 

21 DRA at one point in the Update had suggested that the 
Commission consider alternative ratemaking if the Co~~ission 
decided not to order the shutdown of SONGS 1. It seems reasonable 
to deduce from the fact of the settlement agreement that the 
settling parties themselves have concluded that alternative 
ratemaking for SONGS 1 is not worth pursuing. 
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the solicitations for new electric generation that Edison and SDG&E
will conduct later this year. Alternatives for keeping SONGS lin 
service appear unattractive and speculative, Resolving on the 
merits all of the various matters at issue in this litigation would 
require further hearings, without any assurance that, at least as 
to the technical matters, the additional evidence will give us 
greater confidence in our conclusions than does the evidence we 
already have. For all of these reasons, the SONGS 1 litigation is 
best ended as soon as possible. The settlinq parties have proposed 
endinq that litigation at once, on terms that are reasonable, 
lawful, and in the public interest. 

The conclusion we have reached above justifies our 
approval of the proposed settlement agreement. Ne find that 
Edison's and SDG&E's entry into the agreement is reasonable, and 
that they should be authorized to recover costs properly incurred 

in accordance with its terms. 
8. Parties' C~nts on Proposed Decision 

pursuant to public utilities COde § 311 and our rules of 
Practice and procedure, the Proposed Decision of ALJs Kotz and 
Econome was published on July 1, 1992. DRA filed comments, and 
Edison and SoG&E filed joint opening and reply comments. These 
parties support the proposed Decision's outcome and recommend a few 
minor rtonsubstantive changes. Ne find that only one change is 
appropriate, and have modified section 4 accordingly. 

GUARD filed comments objecting generally to the payments 
to the utilities under the settlement, to the analysis of 
environmental impacts, and to the ALJ's ruling discussed in 
section 3.2 and reflected in conclusion of Law 3 and Ordering 
Paragraph 2. We reject GUARD'S requested modifications and affirm 

the ALJ's ruling-
We are also modifying the ALJs' proposed Decision on our 

own initiative to address the SONGS 1 Memorandum Accounts 
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authorized in D.91-12-046 (slip opinion).22 We authorized these ~ 
accounts, effective January 1, 1992, to allow the utility 
applicants to record SONGS 1 Fuel Cycle 12 capital investments for 
future recovery if Com~ission approval Of such expenditures were to 
come after that date. As a result of our acceptance of the 
proposed settlement, Fuel Cycle 12 will not occur. The Memorandum 
Accounts should therefore be closed out upon adoption of today's 

decision. 
Findings of Fact 

1. SONGS 1 ran reasonably well during its early fuel cycles 
(through 1979), but since then it has performed unreliably. 

2. Various problems have contributed to poor capacity 
factors at SONGS I, including NRC-directed modifications, corrosion 
of the plant's steam generator tubes, and miscellaneous repairs. 
outages cannot be easily categorized as resulting sOlely or 

primarily frOm a single cause. 
3. The proposed settlement culmtnates factually and 

procedurally intricate litigation over part of the previous 
investment in SONGS 1 and the wisdom of possible future investment. 

4. The proposed settlement comes more than 30 days after the 
last day of hearings in the Resource plan phase of the update. 
However, further proceedings on the ratemaktng issues resolved in 
the proposed settlement were certain, and further proceedings on 
SONGS 1 cost-effectiveness were probable, when the parties reached 

thair settlement agreement. 
5. The only party filing comments on the proposed settlement 

is campaign california. Another party, GUARD, tendered comments 
replying to the settling parties' reply comments. GUARD's 

22 We are also adding references to Edison's SONGS 1 application 
(A.91-07-004) in section 3.1 and Ordering Paragraph 5. 
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attempted filing comes after the deadline for comments and reply 
conunents. 

6. All parties taking a position on the issue agree that 
SONGS 1 should be shut down at the end of the current fuel cycle. 

7. The circumstances of SONGS 1 differ materially from the 
only CPUC precedent for premature retirement of a nuclear power 
plant (PG&E'S Humboldt Bay 3). 

8. The cost-effectiveness of SONGS 2 and 3 was not litigated 
in the Update, is not part of the consolidated applications, and is 
not part of the settlement agreement. 

9. A very important potential advantage of settlements is 
that the parties themselves may be better able than the trier of 
fact to craft the optimal resolution of a dispute. This advantage 
does not necessarily depend on the timing of the settlement, 
although other advantages (such as abbreviating hearings or 
avoiding them altogether) may depend on timing. 

10. The parties concentrated their analyses of critical 
technical issues at SONGS 1 on comparison of SONGS 1 to a -peer 
group· of nuclear power plants. The choice of peer group appears 
to be highly subjective and easily influenced by the result 
orientation of the party choosing the group. It is also not clear 
that peer group analysis, even in theory, would provide a good 
indication of future performance at SONGS 1. 

11. The ongoing cost-effectiveness of an existing generation 
resource is properly considered at such time as a utility proposes 
substantial capital expenditures for that resource. 

12. The settlement does not resolve the cost-effectiveness 
issue regarding SONGS 1. The settlement, -instead, is a reasonable 
resolution of various ratemaking and resource planning issues in 
light of the continuing controversy OVer SONGS 1 cost
effectiveness. 

13. Generation from SONGS 1 normally produces no air 
emissions • This is desirable from a ratepayer standpoint, provided 
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that such generation, after appropriate valuation of air quality 
benefits, is cost-effective. The cost-effectiveness of SONGS 1, 

however, is speculative even after recognizing its air quality 

benefits. 
14. Ratepayers generally should not be asked to under~rite 

speculative investments. 
15. Trying to retain SONGS 1 in service through incentive 

mechanisms and/or alternative ratemaking seems impractical and may 
increase resource planning uncertainty. 

16. The proposed settlement is reasonable in light of the 
past problems at SONGS 1, the uncertain cost-effectiveness of 
further investment in that plant, and the desirability of resolving 

these issues as soon as possible. 
Conclusions of Law 

1. The timing requirement of Rule 51.2 should be waived. 
2. The proposal and consideration of the settlement 

agreement have been consistent with the Commission's settlement 

rules. 
3. The request of GUARD for acceptance of its late-tendered 

comments on the settlement should be denied. 
4. The comments of Campaign California on the settlement do 

not raise issues that require further hearings or briefs. 
5. The Humboldt Bay 3 precedent is reasonably 

distinguishable from the circumstances of the SONGs 1 settlement. 
6. Analysis of the cost-effectiveness of future operAtion of 

- SONGS 2 and 3 should not be required as a condition of the 
settlement herein of SONGS 1 rateroaking and resource planning 

issues. 
7. In light of the continued dispute over the future cost-

effectiveness of operating SONGS 1, and the need to limit 
uncertainty for resource planning I the settlement agreement, which 
provides for shutdown of SONGS 1 after the current fuel cycle and a 
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return on the unamortized investment in SONGS 1, represents a 
reasonable compromise and should be approved. 

8. The settlement agreement is reasonable in light of the 
whole record, consistent with law, and in the public interest. 

9. Edison's and SDG&E's entry into the settlement agreement 
should be deemed reasonable. Edison and SDG&E should be authorized 
to recover costs as provided in the settlement agreement, to the 
extent such costs are properly incurred pursuant to the settlement 

agreement. 
10. The Memorandum AccOunts authorized in 0.91-12-046 should 

be closed out. 
11. This decision should take effect immediately. 

ORDER 

IT IS ORDBRED that t 
1. The ruling of the assigned administrative law judges 

waiving application of Rule 51.2 to the proposed settlement is 

affirmed. 
2. The request of GUARD for acceptance of its late-tendered 

comments on the proposed settlement is denied. 
3. The Joint Motion of Southern california Edison Company 

(Edison), San Diego Gas & Electric Company (SOG&E), and Division of 
Ratepayer Advocates for approval of their ·Settlement Agreement 
Regarding Amortization of San Onofre Nuclear Generating station 
No.1- (dated February 71 199~) is granted. 

4. Edison and SDG&E are authorized to recover costs as 
provided in the settlement agreement, to the extent such costs are 
properly in~~r~~4,pu~~u~nt to the settlement agreement. 

5'. ( '·kp~ll1.catiQrl~·· 91,,;-'P2-092 and 91-07-004 are denied, and 
.. • • J ~..r \. ,' ... 

those proceedhlgs'ai::e closed. 
, _ -.' • ',~ of 

, , , . 
~ / ~ 
~.. ' . 

. ~ .. 
. . ,- "," '" { { .' ~, ": 

, I . ~ I 
I It i \ . 

- 28 -



6. . .. The- SONGS 1- J{ernorandum Accounts authorized in De'CIsion 

91-12-046 shall be closed out upon adoption of this order. 
ThiS ord~r is effecti~e today. 
Dated August 11, 1992, at San Franciscol California. 

DANIEL Wrn. FESSLER 
President 

PATRICIA M. ECKERT 
NORMAN D. SHUMWAY 

Commissioners-

commissioner John B. Ohanian, 
beirtgnecessarl1y absentl did 
not participate. 
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ATTACHMENT .1 

SONGS 1 settlement Service List 

C. Schmid-Frazee/J. Killer/S. pickett 
F. cooley/a. Joyce/T. T~r . 
SOUTHERN CALIFORNIA EDISON COMPANY 
2244 walnut Grove Avenue 
Rosemead, CA 91770 

Wayne P. sakaria.s/Nancy N. DOyrte 
David R. Clark 
SAN DIEGO GAS & ELECTRIC COMPANY 
P. Q. Box 1831,.Leqa.1 Department 
San Dieqo, CA 92112 

p. auborq/W. Manheim/H. Hindus 
J. Guardalabene/H. Golub/S. BEnson 
PACIFIC GAS , ELECTRIC COMPANY 
p. O. Box 7442, Legal Department 
San Francisco, CA 94120 

Hfchel Florio, Attorney at LaW 
TOWARD UTILITY RATE NORMALIZATION 
625 Polk Street, suite 403 
san Francisco, CA 94102 

Nancy I. OaY/Joan K. DeSage 
SOUTHERN CALIFORNIA GAS COMPANY 
555 w. Fifth Street! HLt. 21BO 
Los Angeles, CA 90013-1011 

Barbara R. sarkovlch, Consultant 
BARKOVICH AND YAP 
1919 University Avenue, Suite 3A 
Berkeley, CA 94704 

Hilli~ Marcus/Gayatri Schilberg 
J B S ENERGY, INC. 
311 -0- Street, Suite A 
West Sacramento, CA 95605 

John D. Chandley; Esq. 
CALIFORNIA ENERGY COMMISSION 
1516 Ninth Street, HS-14 
Sacramento, CA 95914 

Karen Griffin . 
CALIFORNIA ENERGY COMMISSION 
1516 Ninth Street, KS-20 
Sacramento, CA 95814 

Lyn Harris Hicks' 
GUARD 
3908 Calle Ariana 
San Clemente, CA 92672 

Michael Shapiro . . 
SENATE ENERGY & PUBLIC UTILITIES COMMISSION 
Room 2035, State capitol 
sacramento, CA 9S814 

Robert weatherwax 
SIERRA ENERGY , RISK A$SESSMENT 
One Sierragate Plaza, Ste. 225A 
Roseville, CA 95679-6603 

Karl Ory 
CAMPAIGN CALIFORNIA 
926 J Street, Sui~~ 1400 
sacramento, CA 95814 

Thomas Corr 
INDEPENDENT POWER CORP. 
2101 Webster street, Suite 1650 
Oakland, CA 94612 

CALIFORNIA PUBLIC UTILITIES COMMISSION 
505 Van Ness Avenue . 
san FranciscO, CA 94102 

patrick serdge - ~gal - ROOm 5044 
Robert Kinosian - ORA - Room 4102 
Jam~s Pr~tti - DRA - Room 4001 
Gil Infante - DRA - Room 4011 
John Yag~r - DRA - RoOm 4208 

(END OF ATTACHMENT 1) 
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A. 

AEC 

ALJ 

CEC 
CPUC 
D. 

DRA 

ECAC 

Edison 

9 
GRC 
ILS 

HW 

NRC 
011 

PG&E 
PWR 

sootE 
settling parties 
SONGS 1 
SRP 

update 
Westinghouse 

ATTACHMENT i 

Table of Acronyms and Abbreviations 

Application 
Atomic Energy Commission (predecessor of Nuclear 
Generating commission) 

Administrative Law Judge 
California Energy Commission 
California Public Utilities Commission 
Decision 
Division of Ratepayer Advocates (part of CPUC staff) 
Energy Cost Adjustment clause (balancing account for 
electric utility fuel-related expenses) 

southern California Edison company 
measure of ground motion in earthquake 
General Rate Case 

• 

Integrated Living Schedule (NRC ptogram for SONGS 1 • 
plant modifications) 

megawatts (measure of electrical generating capacity) 

Nuclear Regulatory Commission 
Order Instituting Investigation 
Pacific Gas and Electric Company 
Pressurized Water Reactor (type of design of many 
nuclear power plants, including SONGS 1) 

San Diego Gas & Electric CompAny 
Edison, SDG&E, and ORA 
San Onofre Nuclear Generating Station Unit 1 
Seismic Reevaluation program (Edison study of seismic 
design basis at SONGS 1) 

Biennial Resource plan Update 
Westinghouse Electric corporation (manufacturer of 
SONGS 1 PWR) 

(END OF ATTACHMENT 2) 
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ATTACHMENT J 
Page :1 

SONGS 1 Outage History.: 

(S6ur~et Ediso~R~sponse to DRA 
Data Request BRPU 2 (SONGS 1), 
appended to DRA Direct 
Testimony (Exhibit 365) 

CAUSE 

Spher~ inspection b~tween the 
primary lnd secondary $hield. 

Electrtc~l c~ble repair. 

Turbine testing. 

control rod drive repairs. 

Control tod drive repairs. 

Re~airs du~ to ~ f~re i~ th~ 4BOV 
swftchgur roOfD. 

Letdown isolatiOn valve r~pait. 

Control tod drive repair. 

Pressurizer safety valve repair. 

Kinor turbine repair. 

Pressurizer safety valves 
replacement. 

SolEnoid test valve repair. 

Turbine/generator inspection and 
steam generator modifications. 

Turbine testing and turbine stop 
valve repair. 

Control rod drive repairs. 

fORCro OR 
DATES SCHEDuLED 

01/24/6$ - Scheduled 
01/27/68 

02/07/6&· forced 
02/)9/68 

02/20/68 - Scheduled 
02/20/68 

- 03/0~/68· Forced 
03/04/68 

Ol/O~/6S • Forced 
03/10/68 

03/12/68 -
09/12/68 

09/19/68 • 
~9/26/68 

fotced 

Scheduled 

a9/26/68 • for~ed 
09/30/68 

12/28/68 • Scheduled 
01/07/69 

01/09/69 • Scheduled 
01/11/69 

03/08/69 • forced 
03/09/69 

03/22/69· Scheduled 
04/04169 

04/29/69 • Scheduled 
04/29/69 

06/21/60· Scheduled 
08/09/69 

08/10/69 • 
08/13/69 

08/14/69' • 
08/18/69 

Scheduled 

forced 

287 

1 

6 

43 

4,433 

152 

87 

244 

43 

36 

31S 

6 

1,193 

80 

98 
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ATTACHMENT J 

Page 2 

FORCED OR • 
~AlJH OATES SCHEQULEIl ~ 

Tsunami gate repairs. 16/09/69 .. Forced 165 
10/16/69 

Pressurizer instrument root valve 10/2&/69 .. Scheduled 60 

repairs. lO/3l/69 

TurbIne tests and reheatet drain 02111/70 • Scheduled 103 

system modifications. 02/16/10 

Reheater tube repairs a~d OS/22/10 - Scheduled 156 

modifications to the packing of the OS/29/70 
letdown isolation valve and the 
pressuriz~r spray valves. - -
High-preSSure t"~rbine dra in lin~ OS/29/10 .. Forced 1 

.repair. OS/29/1Q 

CYCLE II REfUELING OUTAGE, 10/02/10 - Scheduhd 1,lS6 

In-service inspection, maintenance, 11/20/70 
and telocltiOn of th~ existing 
220 kV ind 138 kV $wltchyard$. 

Completion of relocation 01 the 11/2~/70 • _ Schedul~d 73 • 220 kV swttchyard ) 1/26/70 . 
Reactor trip due to a sfurtous 03/18/71 forted 8 

$i~nal in tha variable ow-pressure 03/18/71 
tr p circuit. 

Turbine testing ~nd NRC-required OS/o1/11 - SthedLll.d 169 

operlt~r training as/Oa/71 

Turbine testing. 0$/09/11 .. 
OS/09/1l 

Scheduled 

Turbine testing. 05/09/,i .. Scheduled 3 
OS/09/7l 

The unit tripped due to loss of 06/22/11 • forted 
Chino ~nd Santiago 220 kV lines. 06/22/11 

Higho.ptessure turbine 9ipi~g repair, 06/2$/11 • Scheduled 2B 

(on~enser leak testing, and 06/27/71 
inspection of equipment insfde 
conta I liment. 

Condenser tube repair. 06/27/11 .. Forced 11 
06/27/71 • Transformer connection as part of 01/09/71 • Scheduled 32 

the constructfon of the SOGlE 07/11/71 
-Hlsslon· 1 tne. 
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ATTACHMENT J 
Page J 

• fORCED OR 
(AUSE OATfS SCNEOUlEO ~ 

The unit trlpp~d from a generator 07/12/11 - Forced 12 
out.of·step condition. 07/12/11 

lO~d rejection testing. main 0'7/24/71 .. Scheduled 35 
transformer testing, and 07/26/71 
installation of transmission 
lines (or the new SDG&E ·Mission-
Hne connection. 

Repair reheated and condenser tube 10(1.1/11 .. SCheduhd 104 
leaks. 10/31/11 

Turbine testtng. 11/01/71 • Scheduled 4 
11/0i/71 

Turbine tut fng. 11/03/7\ • ScheduUd 3 
11/04/71 

Turbine testing. _ 11/05/11 -
11/06/11 

Scheduled 3 

• NRC-required reactor cperator 11/20/71 - Scheduled 10 
examinations. 11/20/11 

CYCLE ]lJ REFUEllNG OUTAG£, 12/25/1J • ScMduUd 1,457 
In-service inspectiOn. maintenance, 02/24/12 
and containment vessel integrated 
leak rate testing. 

Turbln~ testing and balancfng of the 02/25/72 - ScMdllhd 7 
turbine shatto 02/26/72-

Turbine t~stin9· 03/04/72 • Sch~duled 2 
03/04/12 

Turbine testing. 03/04/72 • Scheduled 2 
03/04/12 

Reset turbine ovetspeed trip 03/24/12 .. Scheduled 12 
setting. 03/25/12 

TurbIne control valve rep~lr. 04/29/12 • Scheduled 20 
04/29/72 

The u~tt trippad from hfgh steam 04/30/12 .. Forced 30 
generator level. OS/01/72 

• Turbine control valve. reheater. and 05/1$/72 .. Scheduled 162 
condenser repairs. OS/25/12 

Repair steam generator tube leak. 07/19/12 .. 
07/28/72 

Scheduled 210 
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ATTACHMENT 3 

Page A 

CAUSE 

The unit tripped on loss of main 
generator field. 

Hain exciter repairs. 

A unit load runback was initiated 
automatically when control rods 
slipped into the (Ot~ during 
routine ~ontrol rod exercise. 

Repair feedwater pump. 

Repair steam generator tube leak. 

Repair steam generator tub~ leak. 

Turbine governor repa1ts. 

CYCLE IV REFU£LING OUTAGE, 
and maintenance. 

Repair turbine stop vtlves, 
governor imp~11er. and prUsurizer 
safety valves. 

Repair pressurizer $~ray valves and 
leaking turbine flange. 

The unit tripped due to overfilling 
of the steam ge~erator$and remained 
shut down for $alety Injection system 
repairs and turbine maintenance. 

Turbine testing-

Repair steam generator tube leak. 

The reactor trlpp~d when (oollng 
water flooded the Nuclear 
Instrumentation Syste~ detectors. 

Spurious trip caused by a voltage 
spike in a pressurizer high level 
channel. 

OAT£s . 

07/29/72 .. 
07/29/12 

07/29/72 • 
07/30/72 

09/20/72 .. 
09/20/72 

09/20/72 
09/?}/H 

10/13/12 • 
10/20/7~ 

01/06/73 .. 
01/10/73 

01/10/73 -
01/10/73 

FORe[O OR 
~tH~OUt!D 

rotted 

Scheduled 

forc~d 

Forc~d 

Sch~duled 

Sch£:dul~d 

Forced 

06/01/73· Schedul~d 
07/24/13 

07/24/73 Sch~duled 
07/28/73 

08/08/73· Scheduled 
08/12/13 . 

lO/21/1l.. forcad 
01/22/74 

01/23/74· Scheduled 
01/23/74 

04/27/74· Scheduled 
OS/20/74 

07/07/14 .. 
07/09/74 

08/20/74 • 
08/20/14 

Fotced 

forted 

• 

1$2 

lOS 

1 • 1,249 

101 

65 

2,244 

1 

546 

55 

5 • 
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Page 5 

CAUSE 

Nuclear Instrum~ntation System 
repairs. 

NRC.r~quired reactor operator 
txaminations. 

Cofitrol rod drive repairs. 

Spurious reactor trip caused by 
fai1ur~ of No. 2 inverter. 

CYCLE y ~Efu£tiNG OUTAGE, and 
maintentl'lce. 

Turbine testing. 

Clr(uhtingwUer "ump suction flow 
blochg~. 

P~s$uriz~r safety valve r~pairs. 

The unit tripped trom turbine 
overspeed when t~e Santiago-
San Onofre and Chino·San Onofre 
220 kV transmission ltnes relayed 
due to a brush fire be~eath them. 

SpuriOus unit trip caused by a 
voltage spike in one pressurizer 
hvel (hannel. 

Turbine deck load betring testing 
and routine maintenance. 

Relocation of blowdown header, 
turbine overspeed adjustment, ~nd 
NRC r~~uired reactor training 
stirt·ups. 

The turbine tripped (r~m an 
undetermined cause. 

The turbin~ tYipp~d from an 
undetermintd cause. 

tMtED O~ 
OATES SCHE2UllQ 

09/04/14· Scheduled 
OfJ/05/14 

10/18/74. Schedul~d 
10/21/14 

)0/21/14· F6tced 
10/22/74 

02/19/7S· forced 
02/19/75 

03/14/15· Schtdul~d 
. 04/23/75-

04/23/15 .. 
04/23/75 

OS/21/15 • 
OS/21/15 

06/11/15 • 
06/16/75 

S~heduled 

Forced 

Schedul~d 

01/21/70 • forced 
01/21/76 

02/09/76· fot~~d 
02/09/76 

02/17/76· Sch~dul~d 
02/1)/76 

04/09/76· Scheduled 
04/11/76 

04/17/16 • 
04/17/76 

04/37/76 • 
04/18/76 

Forced 

Forced 

HQYBl 

24 

55 

7 

s 

950 

10 

125 

7 

4 

115 

1 
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CAUSE 

The turbine tripped from an 
undetermined (iuS!. 

ATTACHMENT ). 
. Pa'ge 6 

OAlES . 

04/18/16 .. 
04/19/76 

~ORCED OR 
SCHEDUlED 

forted 

~ 

32 

(The cause of the turbine trips (4/17/76. 4/17/76, 4/1a/76) was determined to 
be ~n incorrect s~ttin9 on the ~e(h~n1cal oversp!ed trip device.) 

Turbfne testing and repairs to a 
feedwater system check valve. 

The unit tripped from t spurious 
reactor low flow indication. 

Repair ReS flow transmitter and 
install a neutron detector. 

New sphere enclosure related work. 

~epi1r turbine contfol valve. 

NRC.requited operator licensing 
eXilllinations. 

Repair $te~-generator tube leak. 

N~C.requited operator licensing 
eXiJD1 nat ions. 

CYCLE VI REFUELING OUTAGE 
(turbine maintenance. NRC~required 
modifications, a~d maintenance). 

Turbine testing. 

Instrument cable repair. 

Repair reactOt cavity cooling fans. 

Control rOd system repair. 

Control rod syst~m repair. 

The reactor tripped fto~ an 
erroneous overpower indication 
during weekly testing. 

04/19/76 . 
04/20/75 

06/28/76 • 
06/2a/76 

06/28/76 .. 
06/28/76 

07/10/76 • 
07/10/76 

07/14)76 . 
07/14/76 

Scheduled 

Forced 

forced 

Scheduled 

Scheduhd 

07/27/76 • scheduled 
07/27/76 

07/30/16.. - Fotdd 
08/03/76 

09/28/76 .. Scheduled 
09/28/76 

09/30/76 . Schedul.d 
04/11/77 

04/12/77· Scheduled 
04/12/77 

04/14/17· forced 
04/15/71 

04/21/17.. forced 
04/22/11 

05/18/17 • Forced 
OS/18/77 

06/09/77 • 
Q6/10/11 

06/10/77 
06/10/11 

forced 

Forced 

6 

12 

3 

16 

101 

4.633 

2 

28 

14 

10 

4 

• 

• 

• 
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ATtAcHMENT 3 

• Pa.ge'l 

fO~CEO OR 
CAUSE OATES stH£PUlED H2!ru. 

Rep motor bearings inspectiOn. 09/0~/17 • Scheduled 646 
turbine control oil system 10/06/77 
rep&irs, reheatet repairs. and 
steam generator inspection. 

The reattOt tripped three tim~s 10/06/77 - forced 2 

white return{n9 to pewif due to a 10/06/77 
lailed undervoltage relay i~ the 10/06/77 .. Forced 4 

reactor trip breakers. 10/07/77 

Turbine testing. 10/07/71 • Scheduled 1 
10/01/17 

Re~air safaty injection recirculation U/i9/17 • Scheduled 25 

vi ve and clean condenser tube sheetS. llJ20/77 

The reactor tripped on t 10S$ of- 03/08/1$ - forced 4 

(oolant flow ~ignal caused by a fault 03/08/78 
'on the SOG&( grid. 

• Repair sttim generitot tube leak. 04/0S/18 .. sch~duled 412 
04/25/18 

NRC-require~ operator lfc~nsing 09/07/78 .. Scheduled 15 

examfnat ions. 09/07/7& 

Turbine testing. 09/12/78 forctd 5 
09/12/7& 

CYCLE VII AEFUELING OUTAGE 09/15/78 • Schedu\fd 1,211 

(including NRC·r~qujred ~if'(ations 11lO~/1& 
and maintenance). 

Turbina testing. 11/05/78 • Scheduled 0 
J l/OS/78 

The unit tripped due to a 11/06/78 • fotted 5 

spuriOUS steam-teedwater flow 11/06/78 
mismatch signal. 

Reactor coolant system instrument 11/10/78 • Forced 10 

repait. 11/10/7$ 

HRC-required operator licensing 12/20/18 .. ScheduUd 12 

examfnations. 12/20/78 

• Repair condenser tube leak and 04/05/79 .. forc&d 82 
ftedwlter flow straighteners. 04/09/79 

The unit trapped during testing of the 05/14/79 .. Forced 4 

vlriable low-pressure trip channels. 05/14/79 
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Page 8 

CAUSE 

Repair steam generator tube leak, 
turbin~ stop yal~~ ov.rh~u', 
cond~n$~r tube ~lug9in9,l~d 
steam generator feedwat~t nozzle 
examinatiOn and repair. 

Replace pOHer supply 1n the safety 
injection system toad sequencer. 

Repair r~fue11ng'w~ter pump piping 
and t~place a pipe section of the 
$aiety injection line. 

The unit was manually tripped due 
to the loss of 480 Volt Bus No.1. 

The unit tri~ped tro~ steam 
flow/feedwat~t flow mismatch trip. 

NRC-requited 1M1 mOdifications. 

Turbfne gOvernor repair. 

Replace pressurizer relter t~nk 
rupture diaphragm. 

CYCLE VIII R£fUELING OUTAGE. 
(Outage was e~ttnded for steim 
generator slee~ingt NRC·required 
modificltions, and miscellaneous 
lila 1 ntenance) 

The unit tripped O~ steam flow 
mismatch. 

Turbine testing. 

Safety inject10h system s~quencer 
repair. 

Repair feed~ater flow sensing lfn~. 

The unit tripped from a false 
Nuclear Instrumentation System 
indication. 

The unit tripped from loop ·C· low 
flow indication. 

OATES· 
fORCED OR 
SCHEDULEO 

06/01/19· Scheduled 
06/18/79 

08/29/79· Scheduled 
08/30/79 

09/14/79 - Forc~d 
09/24/7 

- 11/07/79· Forced 
11/13/19 

01/16/80 - Forced 
01/18/80 

01/26180· Scieduled 
02/10/80 

02/12/80 • 
02/13/80 

forced 

03/0&/80· forced 
03/01/80 

04/09/$0· Sc~eduled 
06/11/81 

06/18/81· forced 
06/18/&1 

06/19/81· forced 
06/19/81 

06/21/81· Forced 
06/21/81 

06/29/81· forced 
06/29/81 

07/02/81 
01/05/81 

07/11/81 -
07/12/81 

forced 

forced 

~ 

394 

$ 

234 

133 

37 

312 

• 

8. 
11 

10,417 

7 

19 

16 

17 

60 • 36 



""~ ~ 

1.89-07-004 -et a:i. /ALJ/Kot/JJJ/jft 

ATTACHMENT J 

• Page 9 

fORCED O~ 
CAUSE DATES SCHEDULED ~ 

Repait damage from diesel 9~nerator ()1/17/81 • Forced 741 
fire. OS/10/81 

Repiir feed"ater flow $~ns1ng line. 08/29/81 • 
08/29/81 

forced 11 

The unit was tripped due to 10s$ of 09jOU81 • Forced 1.490 
feedwater flow indication and 11/03/81 
(ontro]. The unit remainad dOwn 
to modify the safety 1njoetton System. 

Ihe unit was taken off line to perform Jl/23/81 • Scheduled 18 
minor maintenance tnd to evaluate the 1l/~4/8) 
performance of the SIS valves. 

Repair of leak on HP Turbine (over 12/11/81 • Scheduled 14 
and replir of level transmitter. 12/12/81 

KID-CYCLE OUTAGE to complete NRC· 02/27/$2 • Scheduled 24.107 
required TMI and fire protection 11/27/84 
modifications. (The Qutigt was 

• extended for seismic modifications.) 

Turbfne testing. 11/28/84 • Scheduled 2 
1l!28/84 

SIS valve testing. 02/09/85 • Scheduled 49 
02;11/85 

Repair feedwater pump thtust be~ring. 02/11/8$ • Forced 392 
02/27/8S 

Repair leedwater pump shaft. 05/01/85 • forced 243 
OS/II/aS 

Repafr block valve CV·S30. 06/05/8$ • FOrc~d 18 
06/05/85 

SIS valve testing. 08/U/8S .. Scheduled 238 
09/01/85 

The unit tripped due to sudden 09/19/85 • forced 9~ 
pressure increase in a transformer 09/23/85 
during addition 01 nitrog~n. 

The unit was manually tripped when 11/21/aS • Forced 199 
a transfo~~r relayed. c~usfn9 loss .11/29/85 

• of power to Yital Bus Ho. 4. 

CYCLE IX REFUELING OUTAGE 11/29/85 • Scheduled 5.743 
('neludfng HRC·requir~d 07/26/86 
modifications and malntonance). 

, 
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ATTACHMENT.J 
Page 10 . • FORCED OR 

CAUSE OAT£S SCH£OULfO ~ 

Steam gen~tatot water level ()8/02/S6 .. Scheduled 20 
transmitter repair. 08/02/86 

Unit trip caused by spuriOUS turbine Oil/OS/86 • Forced 51 
90v~rnor valv~ closure. 03/07/86 

Hain feedwat~r Pump tube oil 
shaft failure and repair. 

09/05/86 • 
10/01/86 

forced 638 

Hain Feedwatet Pump motor bearing 10/02/86 • Fotced 45 
lube oil leak and repair. ' 10/03/86 

Turbine Plant Cooling water piping 10/]0/86 .. Scheduled 118 
repair. . 10/1'5/86 

East Main Feedwater Pump lube oil 10/16/86 • forced 31 
piping leak and repair • 10/]7/86 

. 
Vest Kain Feedwater Pump motor bearing 11/13/86 • Fotced 85 
lube oil leak and repair. 11/11/86 

Component Cooling Water heat 12/13/86 • Scheduled 60 • exchanger repair. 12115/86 

Inadvertent )OS$ of load. 03/10/87 • Forced 69 
03/13/87 

MID-CYCLE MAINTENANCE OUiAG£ 05/09/87 • Scheduled 1.295 
(including NRC· requited 07/0US7 
modifications). 

East Main f~~dwater pump dischargE 09/05/87 • Forced 72 
valve repair. 09/08/81 

2ND KID-CYCLE MAINTENANCE OUTAGE 02/14/88 Scheduled •• 123 
(1ncludfn9 N~C·requlred 08/05/88 
modifications) • 

CYCLE X REfUELING OUTAGE 11/28/88 • SCheduled 4.210 
(including NRC-required OS/25/8~ 
modifications, outage .. 
maintenance. and Thermal Shield 
Inspection). 

Complete NRC-required steam generator OS/26/89 • forced 773 
level indication modification. 06/2S/s9 

Inspection/repair 01 Rep -A· 01/03/$9 • forced 404 • motor bearing. 07/20/89 

Hanual trip due to closing of 01/24/89 • forced 40 
feedwater control valve. 07/26/89 



• 

• 

• 

Pag~ 11 

CAUSE 

Instrument cable tepair. 

Control rod sjstem repair. 

NRC-required Environmental 
Qualification Modifications to Hot 
leg Recirculation Sy$te~. 

Repair of nitro~en re9ulators in 
the Instrument Afr System. 

FOReEO O~ 
OATES SCHEOUL£Q 

0&/03/89· forced 
08/05/89 

09/18/89 • Forced 
09/20/89 

11/01/89· Scheduled 
J 1121/89 

12/06/89· fOtced 
12/C8/89 

Rtactor trip due to 10s$ of flow 
signal from one lOop of ReS. 

. 04/30/90- • Fotced 
OSj03/90 

Han~al trip rasulting from loss of 
feedwater flow. 

CYCLE Xl REFUEllNG OUTAGE ~nd 
Thermal Shield $u~pOrt replace
ment (includ\ng NRC-requited 
modifications and outage 
maintenance). •. 

Turbine overspe~d ind gen~tatot no 
load trip testing. 

Steam generator tube repair. 

Manual trip due to control tod 
drop alann. 

Repair Instrument Air Syste~ leakage 
ind repa~r feedwater 01sthatge valve. 

OS/15/90 • 
OS/2Q/90 

09/30/90 • 
03/23/91 

03/25/91 
03/28/91 

04/21/91 • 
oS/21/91 

OS/28/91 • 
05i30/91 

06/24/91 
06/2g/91 

(END OF ATTACHMENT J) 

Forced 

Scheduled 

$cheduhd 

Scheduled 

fotced 

ScMduled 

~ 

53 

51 

487 

48 

)1 

124 

6,392 

52 

720 

39 

114 



1 

• 

• 

• 

ALJ/cliM/jac 

Decision 92-08-037 August II, 1992 

MoiJed 

AUS 112; 1992; 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE QF'CALIFORNIA 

In the Matter of the Application of 
Sierra pacific Power company for 
authority to implement its Energy 
Cost Adjustment claUse (ECAC), its 
Electric Revenue Adjustment 
Mechanism (ERAM), and its Low
Income Rate Assistance (LIRA) 
surcharge. 

(U 903 E) 

@oonWJnm~~ . ) 
) 
) 
) 
) Application 91-09-032 
) (Filed September 16, 1991) 
) 

~ 
----------------------------------) 

INTERIM OPINION 

1. Sn...,iny 

This decision adopts a stipulation between Sierra Pacific 
Power Company (Sierra) and the Division of Ratepayer Advocates 
(DRA) to retain existing rates in the 12-month forecast period 
beginning April I, 1992. While resolving the forecast phase of the 
application, the stipulation did not address the reasonableness 
phase and subsequent hearings were held. We do not decide the 
reasonableness of test period expenses in this decision because 
Sierra has not submitted the evidence necessary for a prudence 
review of its coal procurement practices. we- lind it in the public 
interest to require Sierra to rehabilitate its showing rather than 
to adopt a penalty adjustment or make a disallowance. Therefore, 
we reopen the record for the limited purpose of obtaining and 
reviewing the information. 
2. procedural Background 

On September 16, 1991, Sierra filed Application (A.) 
91-09-032 requesting authority to increase its rates by $669,000, 
approximately 2.05\, under its Energy Cost Adjustment Clause 
(EeAC), its Annual Energy Rate (AER), its Electric Revenue 
Adjustment Mechanism (ERAN), and its Low-Income Rate Assistance 
(LIRA) account • Sierra also requested a finding that its 

- 1 -
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operations during the year ended June 30, 1991 were reasonable. 
The ap~lication was rtoticed and prehearlng conferenceS (PHCs) were 
heldl~in San'Franc~sco on October 17/ 1991 and March 2, 1992. 
Evid~ntiary heariilgs were held on March 30 and April I, 1992. The 
only parties of record are Sierra and ORA. The parties submitted a 
settlement agreement ort the forecast phase On December 3/ 1991 and 
concurrent briefs on the reasonableness phase on June 1, 1992. 
3. Section 311 Comments 

On July 3, 1992, the Administrative Law Judge's (ALJ) 
proposed decision was mailed to all parties for comments, pursuant 
to Rule 77.1 of the corrunission's Rules of practice and Procedu):e. 
Timely filed comments were received from Sierra and ORA. No reply 
comments were filed. We have reviewed the comments pursuant to 
Rule 77.3 and our order incorporates a clarification to reflect 
DRA's request that all documents referenced by Sierra in its 
reasonablertass filing be specifical~y identified. 
4. Petition to Set Aside Submission 

and Reopen proceedings for the Liaited 
Purpose of an Additional Exhibit Into the Record 

On July 20, 1992 Sierra filed, pursuant to Rule 84 of the 
Commission's Rules of Practice and Procedure, a petition to set 
aside submission and reopen the proCeeding for the limited purpose 
of introducing an additional exhibit into the record. The petition 
requests the Commission enter into evidence or, in the alternative, 
take official notice of a portion of a Federal Energy Regulatory 
Commission's regulation specifying the items of cost to be included. 
in Account 151, Fuel stock. Sierra asserts this additional 
evidence is necessary to rebut a contention by ORA in its closing 
brief that transportation costs are not a part of the ECAC 
proceeqil'lg. 

On July 28, 1992 ORA filed a response opposing Sierra's 
petition on the grounds it fails to present justifiable grounds for 
setting aside submission. ORA asserts the issue raised by Sierra 

- 2 -
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is not in controversy and will have no material impact in this 
case. 

We find insufficient grounds for granting Sierra's 
petition. The issue is not addressed in this Interim Opinion and 
should a future proposed opinion accept ORA's argument, Sierra 
would have the oppOrtunity to provide comments and request ; . 
additional evidence be considered prior to the issuance of a final 
decision. 
S. Settle.ent Agreement for the Forecast phase 

~he settlement agreement dated November 19, 1991 
(Settlement Agreement) between Sierra and ORA requests that the 
Commissiona 

1. Not adjust Sierra's rates for the forecast 
period beginning April I, 1992; and 

2. Not require a further analysis or final 
resource-mix report from DRA. 

The aqreement of the parties is based upon the unique 
circumstances which exist this yeart the relatively small 
requested rate change, and the commission's suspension under 

! 

.Investigation (I.) 90-08-006 of the operation of the AER mechartism. 
The suspension of the AER results in a complete balancing account 
treatment of all expenses recovered through the rates involved in 
this proceeding; Sierra is not at risk for any portion of 
forecasted results and thus further analysis of the proposed 
forecast is not necessary to protect ratepayer interests. Rates 
remain stable and should not result in large balancing account 
changes. 

DRA in the Settlement Agreement does not find it 
necessary to agree to forecasted results for the period April I, 
1992.~hrough March 31, 1993. Sierra's statement at the October 17 
PMC that the agreement can be viewed as a withdrawal of that 
portion of the application related to the rate change leads us to 
conclude that adoption of a forecast for the subject period is not 
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required. We prefer to have no forecast for the period than to 
adopt a forecast that is not thoroughly reviewed. 

For areas where Sierra requires adopted levels for 
calculation purposesj i.e., inventory carrying charges, we retain 
the existing levels authorized in Decision (0.) 91-09-024 with all 
resulting costs subject to full reasOnableness reView. 

We find the Settlement Agreement to be in the public 
interest and grant the joint motion for adoption of the settlement. 
Adopted rates reflecting the settlement and a subsequent attrition 
rate adjustment are contained at Appendix A. 
6. Sierra's A£firmative Duty to Present 

Evidence On Reasonableness 

• 

Sierra requests the Commission make a finding of 
reasonableness for its expenses incurred from July 1990 through 
June 1991. DRA contends that Sierra failed to demonstrate the 
reasonableness of its coal procurement practices during the record 
period and hindered ORA's review of Sierra's practices. We agree 
with DRA on this point. • 

DRA in Sierra's 1988-99 ECAC proceeding, A.99-0S-046, 
reported its investigation of Sierra's coal contracts led to the 
conclusion that Sierra should attempt to renegotiate its two 
existing coal contracts to achieve purchase arrangements more 
favorable to ratepayers. ORA recommended the Commission order 
Sierra to conduct a comprehensive study to determine if DRA's views 
had merit. (See ORA June 1 brief and Chapter 7 of Exh. 10 in 
A.89-0S-046.) The Commission in D.90-09-042 adopted a stipulation 
between Sierra and DRA.on this and other contested issues. The 
decision states. 

·Sierra will studr strategy options for coal 
purchase and wil develop documentation to 
facilitate a ORA prudence review in a 
subsequent proceeding.- (37 CPUC 2d 376, 317, 
381.) 
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Sierra would not provide DRA, in response to several 
requests, a procurement strategy study, the original economic 
analysis of Sierra's decision to accept the Black Butte deferral 
accOunt mechanism, or a summary of its outside consultants' 
conclusions. (Exhs. 13 and 16, transcript pp. 18-80.) sierra 
admits it can provide the information requested, and its arguments 
for why it has failed to are not persuasive. Sierra is wrong in 
its assertion that it can meet its burden of proof by providing 
staff with -access to tremendous amounts of data- (Sierra's June 1 

brief, p. 4). The Commission spoke directly to this issue in 
San Diego Gas & Electric Company's (SDG&E) 1979 ECAC decisiont 

"SDG&E's witness did not explain how its fuel 
supply forecast was prepared or otherwise 
demonstrate it was reasonable, under the 
circumstances, as a basis for entering this 
particulAr transaction because it anticipated 
inventory capacity problems. SDG&E implied 
that the staft should have reviewed its fuel 
forecast or other data management had available 
when the transaction was entered, and staft's 
witness acknowledged 'such information would 
have been helpful' (RT 122); but this point 
begs the fact that the utility has the 
affirmative duty to present evidence on . 
reasonableness. The staff has no obligation to 

. exhaustively investigate and develop the record 
for the utility on issues surrounding 
reasonableness.- (0.91106 (1979) 2 CPUC2d 572, 
578. ) 

DRA proposes penalizing Sierra by removing $90,000 from 
the ECAC balancing account and placing it in a.memorandum accou~t 
subject to prudence review in a later proceeding when sierra has 
supplied the requested information. The hearing record establishes 
that Sierra failed to make an adequate showing on the 
reasonableness of coal procureMent expenses in the test period. We 
find that Sierra is capable of submitting the necessary 
information, and we would be fully justified in disallowing the 
unsupported expenses in this case. However, we choose to reopen 
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the record and require the necessary submission rather than 
consider a penalty adjustment or a disallowance. ~his actiOn meets 
our regulatory objective of ensuring Sierra is pursuing a coal 
procurement strategy that is in the best interest of its 
ratepayers. 

We reopen the-record for the limited purpose of taking 
evidence on the reasonableness of Sierra's coal purchases. sierra 
has 30 days from the date of this order to submit the required 
information and ORA has 90 days from submission to review and file 
its report. Hearings will be held if required. The other 
contested reasOnableness issues in this case will be decided on the 
existing record and incorporated in our reasonableness decision. 
Findings of Fact 

• 

1. Sierra and ORA entered a November 19, 1991 Settlement 
Agreement to maintain Sierra's rates for the forecast period 
beginning April 1, 1992 and to not require a further analysis or 
-final reSource-mix report from ORA. 

2. The agJ:'eement of the parties is based upon the unique • 
circUmstances which exist this yeart the relatively small rate 
change requested, and the Commission's suspension of the operation 
of the AER mechanism. 

3. Sierra can use the authorized inventory levels from 
0.91-09-024 for the limited purpose of calculating inventory 
carrying costs in the forecast period beginning April I, 1992. All 
carrying costs are subject to later reasonableness review. 

4. We find no consequence from-our not adopting a forecast 
for sales, purchased power, fuel-mix, or inventory levels for the 
12-month period beginning April 1, 1992 that will compromise our 
ability to later effect a full reasonableness review of operations 
for the period. 

5. Sierra did not provide the information necessary to 
establish the reasonableness of its coal purchases from July 1990 
through June 1991. 
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Conolusions of Law 

1. The Settlement Agreement entered into between sie-rra and 
ORA is reasonable in light of the whole record, consistent with 
law; and in the public interest and should be adopted ~y th~ 
Commission. 

2. We should not adopt a forecast for sales, purchased 
power, fuel-mix, or inventory levels for the 12-month period 
beginning April I, 1992. Sierra should use the authorized levels 
from D.9l-09-024 for necessary calculation purposes. 

3. Sierra has failed to demonstrate by clear and convincing 
evidence the reasonableness of its coal purchase expenses in the 
test period. 

4i It is in the public interest for Sierra to provide the 
jollowing. 

a. A procurement strategy study that addresses 
the following three options! purchasing 
fuel from the spOt market; reneqotiating 
the terms of its existing contracts1 and 
implementing a more flexible coal 
procurement policy. 

b. The original economic analysis of Sierra's 
decision to accept the Black Butte deferral 
account mechanism. 

c. An Executive Summary of the findings, 
conclusions, and recommendations made by 
Sierra's outside Escalation
Consultants/Long-Term Contract Consultants 
group, as requested in Exhibit 16. 

All summaries provided by Sierra for the purpose of determining the 
prudency of its coal procurement practices should include specific 
citation, by document title and page, to each dOcument that is 
summarized or referenced. 

S. The record should be reopened for the ·limited purpose of 
examining the evidence requested above. 

6. All other contested reasonableness issues should be 
decided on the existing record • 
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7. The petition to Set Aside Submission and Reopen 
proceedings for the Limited purpose of an Additional Bxhlbitshould 

be denied. 

INTERIM ORDER 

IT IS ORDERED thatt 
1. The November 19, 1991 Settlement Agreement (Settlement 

Agreement) entered into by Sierra Power Company (Sierra) and the 
Division of Ratepayer Advocates (ORA) is adopted. 

2. Sierra is authorized to retain its existinq rates, as set 
forth in the Settlement Agreement and in Appendix A. 

3. Sierra is authorized to use the adopted sales, purchased 
power, fuel-mix, and inventory levels from Decision (D.) 91-09-024 
for current period calculations, with all resulting costs subject 
to full reasonableness review. 

filel 

4. Within 30 days of the date of this order, Sierra shall 

a. A pr~curement strategy study that addresses 
the following three options. -purchasing 
fuel from the spot market; renegotiating 
the terms of its existing contracts; artd 
implementing a more flexible coal 
procurement policy. 

b. The original economic analysis of Sierra/s 
decision to accept the Black Butte deferral 
account mechanism. 

c. An Executive summary of the findings, 
conclusions, and recommendations made by 
Sierra's outside Escalation 
Consultants/LOng-Term Contract Consultants 
group, as requested in Exhibit 16. 

All summaries provided by Sierra for the purpose of determining the 
prudency of its coal procurement practices shall include specific 
citation, by document title and page, to each document that is 
summarized or referenced. 
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5. The record in this proceeding is reopened for the limited 
purpose of examilling the evidence ordered abOve.· oRA 'shall have 
~O days from the-date Sierra files its evidence to review and file 
a report. 

6. The Petition to Set Aside Submission and Reopen 
. proceedings for the Limited purpose of an Additional Exhibit is 
denied. 

This order is effective today. 
Dated August 11, 1992, at San Francisco, California. 
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president 

PATRICIA M. ECKERT 
NORMAN D. SHUMWAY 

Commissioners 

Commissioner John B. Ohanian, 
being necessarily absent, did not 
participate. 
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APPENDIX A 

SIERRA PACIFIO POWER COMPANY 
Electrio oepartinent • California Jurisdiction 

ADoPTED RESIDENTIAL AATES 
ForecaSt Period: April 1 r 1992 fo March 31 t 1993 

PREVIOUS (1) PRESENT (2] ADOPTED 
RATE RATE RATE ~ 

SCHEDUl~COMPONENT $/Un1t/Mo $/Unit/Mo $/UniVMo rncr/Deet 

0-1/0M-1 
Customer Chatge $3.06 $3.00 $3.00 0 
net 1 Perm BaSeline 0.06023 0.06093 0.06093 0 
net 2 Non-perm/Excess 0.08378 0.08448 0.08448 0 

05-1 
Customer Charge $3.00 $3.00 $3.00 6 
nef 1 Perm Baseline 0.06023 0.06093 0.06093 0 
ner 2 Noo-Perm/EXcess 0.08378 0.08448 0.08448 0 

Tiet 2 enetgy rate 0.08378 0.08448 0.0S44S 0 

net 1 composite rate 0.06751 0.00093 0.06093 0 

Tiet Differential 0.01627 0.02355 0.0235S o 

(11 Sierra pacifio's ptevious ECAO deciston 
(2J Attrition Rate Adiustment Advice LeHet No. 216-E 
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APPENDfXA • S!ERRA PACifIC POWER COMPANY 
Electric Department· CalifOf'nia JurisOlCtiOn 

ADOPTED COMMERCIAL RATES 
Forecast Period: ApoI1. 1992 to March3f.1993 

PREVIOUS(1) PRESENT (2) ADOPTEO 
RATE RATE RATE " SCHEDU~COMPONENT Wnif/Mo $NnitJMo Wnit/Mo rnerJ[)ect 

A·1: Small COniirterciaJ 
Customer Charge $5.00 $5.00 $5.00 () 

Energy Rate 0.06758 0.06817 0.06817 0 

A·2: Medium CoovnerlcaJ 
Customet Charge $50.00 $5().OO $SO.OO 0 
Wlf1ter On-Peak Demand 6.71 6.71 6.71 0 
Surnrnet Ort-Peak Demand 9.00 9.00 9.00 0 
Energy Rate 0.04161 0.04218 0.04218 0 

A.:J: Large Commercial 
Customer Charge $200.00 $200.00 $200.00 0 • Wll1ter Ol'l-Peak Dema.oo 3.44 3.44 3.44 () 

Wlflter Mid·Peak Demand 2.85 2.85 2.85 0 
Suf'TVl1.et On-Peak Demand 7.Gs 7.$5 7.65 0 
NonrOU $2.00 $2.00 $2.00 
ENERGY RATES 

WlIltet On-Peak 0.03943 0.04016 0.04016- 0 
Mid·Peak 0.03919 0.03992 0.03992 () 

Off-Peak 0.03267 0.03340 0.03340 0 
Su~On-Peak 0.03816 0.03S89 0.63889 0 

Off·Peak 0.03263 0.03336 0.03336 0 

PA:. rntetruptible rrOgation 
Customet Charge $5.00 $5.00 $5.00 0 
ENERGY RATE 0.03799 0.03872 0.03872 0 

(1) Sierra PacifIC'S previous ECAC decision 
(2J Attrition Rate Adjustment Advice letter No. 218-E 

• - 2 -



i 

• APPENDIX A 

SIERRA PACIfiC POWE:R COMPANY 
Electrio Department· California. JurisdiCtion 

ADOPTED STREET AND OUTDOOR LIGHTING RATES 
Forecast PeriOd: April 1. 1m t6 Match 31, 1993 

PREVIOUS (1) PRESENT (2) ADOPTED 
RATE RATE RATE % 

lAMP TYPE $/Ur'lltJMo $/Unit/Mo $/Unif/MO Incr/DeC( 

STREET LIGHTS 

High Pressure Sodium 
5800 Lumen 
9500 Lumen 

16000 Lumen 
22000 Lumen 

OUTDOOR UGHts 

• High PresSute SOdiuM 
5800 Lumen 
9500 Lumen 

16000 Lumen 
22000 Lumen 

$7.08 
$7.57 
$8.43 
$9.43 

$5.38 
$6.05 
$7.14 
$8.10 

(1) Sierra Pacffic's previous ECAC decision 
(2J Attrition Rate Adju$tinent Advice Letter No. 218-E 

(End of AppendiX A) 

• 

$7.12 
$7.62 
$8.50 
$9.53 

$5.42 
$6.10 
$7.22 
$8.21 

-) -

$7.12 
$7.62 
$B.5O 
$9.53 

$5.42 
$6.10 
$7.22 
$8.21 

-

o 
o 
o 
o 

o 
() 

o 
o 


