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capacity proposal or~th-e: s-taf!":' and.:.,'Ca,lls:for. !'ur~b.et": stucy· o~ ~.:."'tai:.< 
ot!le.r~ ra temald.ug::alt:ern.a:t.ives raise¢. by.s.taft.::- .~:: . '" ,-:,: .': _" : ," ~ ... ': ~ :.. .. 
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construeted 'as": as1:lg1:e p:-o'je~' ancf- s~ha:-e 'ce:-:£a.i~ iemmori''fact11 :ies. 

Other common :'!a£ilft1es' :a~::e ';b:ared.·: :b"etWeen~ 'S'ONGS: 2~£r.d-: ~'3: :a:d. :S'ON'G'S> :-f~':'-
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SDG&E filed. A?plieation' 5'20'~5' ,:)-e!'or-e thisCo'om:!;'s:S'ion': ~:'"~e'St-r:lg~a. 

.~ ~,' ~ , .. 
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9n. Februa:-y~ , s~ j 982 sOu":het:':l'-"Ca,li!'ornia,.EdiSO::, Cocpany" . = ','_ 
,-~ . ~~ . ,- ~ '. . ~ - '-" . -'" .,., - -. ~ ... ~. -- - -~ ~ - .. _..... ... ,-,' 

(Edison.)~ filed_,an appliea:'!.o::'l., !'o:-,au:'bori~y ~o es~ablish a, ~.ajo:,,1'" ,,_, _ ~ 
" , - " #, - '.'. ,-' ," ~ _.'" - - '. ' ... - '~'. .... .... ' "- .,.~ ;' .. -" ,,' .... .,. >- - .. , ...,~.... "- ~. "-

Ad!!!. ti9ns. Adj!JS~Ir!ent,C~ause .(~AAC)", a!ld, ~pl.e?e,:l~ a, ~aJ~:-:- ;,c.di~io:ls" " '7' 
,. '. _, • _ .. ,.. _~ .., . ". -r'" ~.~"'''''''''' . '.' ,. .• _ """ "-' __ 'f), ,_, .i. '"'" _ _ ... - • ""' -- ... "" ~~ 

A-jus·Me~· B~~'~~~ ~ac-o~ (VA~~~) "?~-~ a~ ~~~·~a' ~a·6 ~~ 0 07~ e6~~s ~ ..,.""""' .... """ ...... ~",.t;r, .. ,,-t.; • ,". A.W.. ,. ... ..,.. ... .~ .... ,..,... ... .. 'oi-.:",;....,. • ,~j ~""'''". 

pe~ -;d'lo~:a':.t:"ho"ur' Cti;}kWn'/ a!'ld' an.' ~:'lual- M~j'O!--' ;'dd.:i.:i~n;~'~te-(AMAR)' - ~ ~ 
• ". .,... ," r.' I' - .. I ~'. -~, :.'- '. , "~,:, _ ,,' .. ;.: ",," ~ '-'~' .. '" 

with a!'l ini":ial ra":e o~ 0.591 ¢/~Wh~o recove~ oo~h, the cos~s o~ 
"." • • ." • .., __ . .... .. .~. ~ ,...... I' - ~. _ - • ~" \- .. , .. ' 

own'ins 15% of Sail~ O:o'{re Nucie'a:-' Genera:"i~g~ Stat::on-'CSONCS)")lni.:' 2,. 
as'well ;;'~ela;~e- ~pe!"~~ihk ~i?e~s~s~.· ~ ~e a~;llca;ion: also' :-::. ~ ~: -~ 

'. - f'~' .,... -. - - • - '<- ,.. • ~ - • , _. ~ •• ~ , ~ '. .. "'"r _ ...., ..... '", _ ... '. ,P>, ,.. _ ..... .... ..... _ - ~ 

reques":ed. authoriti ":o'adjust do..bwa:"d the 'ne":' Eo'e;.gy 'Cos't A~j;;s'-:='e:'!t" 
_" " __ .~ j""'f -""",,' ~ ~ .. ~. • , ...", ... , - ...... ,'.'" -: 1'->, ,' ..... ~ • i,.'" "', .. , , ' ~"-'" 

Clause '(EeAc')' 'ra't,es :'0 equ'ai- the' ::.ne:'ea'se"::':l' !-!AAC' r.ates·~' ":he ~ ,,- ~ ",' 
.... _ _ • '" • ... > ,~ _ .. • ..... -: ::'" ~,'. _ _ -"'~. :.:. '. • .' ." ,"" .~ ~>" ~ :: :": '.- .' --:.:..' : .. ,-: :',. ::. ~ :.' ,- :: :~ -. ". 

application 'ioo'aS a:nended. on December " i 982re:o·ting t;:e proposed. , 
of!'set Of' ECA-C :"a:.e';. 'It' aiso' ';~;ues;s b~l~n~i:l~;' ~cc~'~~'~;e~t~~~t ,,~ , 

'_ .... :~::..:. ,." "Jo "~ .'~ "''', ,-•• __ ' ,_~ __ ,.... ~,_ ~ ~ 

of i:ves:':ne:lt-related costs' as" :~ell as op'er-ati'on ace.- ::la.'i':'l'te:'la.cc·e:·'" ~~',. ~. 

(O&M) eX,'Pe~~es t.o" r~.eog!l~,ze~,~~~ ~g:-~e=en:t =ul~~. at .the p:"ec.,eY'ing -' 
¢on~e':"ence' 'io- :>hase the ·~roCe'ed.ings 'i:'to~ t~o', pa!"ts .-' .. , 

'. r-"" ... " ~ "..... '- , & - • - - ~,,... -. - ," ... __ ...."_ ,.. _ t.~ ..... ~ "'~ _. ~ ,-.. 

'Sat! D'iego Ga:s- &' El'eC,"::-:i.C, Compa.!'lY (SD-C&E) '~i:ed:. ~s' ,,- ,~ " .. : 
,. _ .... • ... " • ,. _, _ ~ " ,. _ ... ~.. 'f ~ \ • _.......... ' -",.,.... .- "'" .... "' ".. _ • 

co~anion, 'aPP1::_e~atfon ~or.' its20%,'i:lt.erftst- ;.n S'O'NCS' 2~ 0-0: ~.a':"ch: -,"s; ,"-
~ 98'2. S-D'C&E' :.:;~ 'i -:"s' 'app'iica ';i'~:'l' s~~.;s:· au:'ho-ri';Y - t; ~d'~: :~: ~A;C~ ei;~~~e7~ ~ 
to its, :elec~;:ic~ :ti.~~'~~~~' -~'o_ :~d;~'~_~~,!.·~s, :e,i'e!?r.-r~;'~c- -!".a't~~~s~~:.:~: aC'C~~~~rl~~- ~','~, 

! ~. " . -.' ,', _. -' '" "".". - .~' ,-' - ... - ~ -. ,... ".. ,. -.~ <", - -, .. " -" ~ ... , 

.,.,:. th inc!"eases. ,au":_b.?~i>zed..up.o.n ,o;e:-.a ~,:.ot!, o~. SON,~S2 ',., a:'ld~to.r"'~c.ue.~ ,.. ~ ," 
its ECAC and An'nua'::' '::>~ei-e;i ii":e' (AiRY ra-te's- ''';y a co:-iesP'o:ldi::g' . - - -

......... ,'_ •• ,"",1 '"' ' 

amoun,t.SDG&E 1:: unl.i~e, Ed:'son,. ,d.! d._ ,not: ,<i=~~.c.~ .i ":s~,pp'l~~a .tio.?, acd ," ,," <, 

there~ore .is stii'i :-equesting'i: r~,d't'::ct,:,o,C:.:i::'CAC 'aid- 'Ai'? ·~ates equal 
- ~.. '~'. ..... r'" <.*" ...." .",. __ • • ...... ~'. ,..... • t-.r ~.. • • «.', "". .... . 

to tb.e inc~ea~e~ in' any:-ates auiior{zee" 'under XAAC': ... " -
"-::6e' ab6v~ p6~i t·£'ons·j~ri :sub~seci~e':-:~l~ ;·~~·,i.'S~d ':£ri :~~{;~-a; ~ ,-::;: 

the j~i'y 'JS', '1'~'~3 "·o~~{ ~'~i~e;t.' --, '- ~ ::: --, . -. '~: '~'.~ ~ ~~ ~ ~ 
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II. Summa!"v or Decision" ' :.:;;' . ,~.~ . -

This decision authori=es,Ediso~a~~SDG&E to establish a 
MAAC procedu~e to ~e~lect the cost of owning, operating, and 
:nai:ltai;in~: SONGS" 2': ~or-;~;~ir·:;e;~e~;i;e 75'.05%:: ~:.~ .. 2:0'$: 'int'e'~est in 
the !"acii1 ties. Wi th~;:;' t the': ~ro;i;ion~~ 'Of" Miic;" the' ei';ding;: of' . -.: 
Ediso'n: ana' sDG&E~ will ~xp~~i;;'ce~~~ sub~~'~'ntiaid'e:-cli;e~-; ~~;ce::'th~i ~i~~t;:" 
at tain; f;il~ c'oQ.me~ciai' ope;a ti;n' ~n~ All,'owanc'e:' F;~~ Filn'd-;-= ir~e~ ~ D7:;'i:ng~ . 

,~ , ._ _" _ ,_.....' ~. ........ ~,' r ~ .. .." ~ ... ' ,.., "~".'" ....... , ,-., .,,' ........ ~', •• _ _ ', .. " ... ~ 

Construe'tioJ:f (AFUDC) can no'longe:-'o'e a·c'cr"ue'd ..... , .~ .. -. ~ ~",'-, " . 

. Th~::~eci;i~;~: ~\!t.ho~iz'~s" t"o';('Eais~~: a~ 'i~t:e~i~ ?na~~e~-i ';:at:e: :. .... 
• .. -" • , .- .,.. ,<" ... " ...... - • ~ ' .•• ~.' .,..,. .. ..., • """, - _ ... ,'. ~.. 4 _'u " -' - -, ~. .... r' ,:.'::'~'" ... ~ ~ '. "'". ..... 

inc!"ease' of $20'6~ 9 !ll'illfon~ '$38:2' zilliotlC'!,' the i'o.t.erim :~:nc!'"eas'e -is ~. 
• ':' __ :"' :::.~::""::- _:-:-.. .~. ':."~ • :_, .~: .-: ... , ::'.' ~:. ~~ _ .• :- .... ~_ ~.:' : .'.; ;:~ .. ':,..... :.-' ;-, .. : _" ~" ·,f,' "; •. : 

for noninvest:ent-relat.edexpenses and is not subj~ct. to oalancing 
ac~:ou~hi-" 't~~~t~~;t-':" 'Th~:: r~i:l~!.'n·i'~g:'$1'·58r.l :lilli6n ct:/o~~~; i;!l~e~t~~rii:--'~' - .-
related cost~ and'i';": S~~j:~c;: :,::o:.'baii~ei~g'· a~~c;o~~t: ~f~a~;;ent:';t~? all:O~':: 

,- I ::- "' •• '" :-- .~' ... - -....;.'''.~:- -,;,...... '. :. .. ...~ '. ~ ~. ..... n _ ~ ... _ ;':0 ~ ... ::.: ~ .. ' :.. ~ .... ",~ ~:- , •. ::.~ ::.:. ... ':. :- • 

~or" any aaju~tment !'ouna necessary in t~e Commission·s ultimate 
deeisi~;" 1'0.". ?b.~;e: 2: on:: t.h-e'· ~~'a~oc:~b'leh~'ss: 'o'f tb:e i:lve~;t.;e~t.: :i~~ ~ ~ ". ::;';', :. 
SONGS 2.":~"- . ~ - .,"- ',-- , -' ' - ...... , :. ....... -:.;:.:~:- ~.~\.,~.:. .:-

p. • ••• ~ .... - , • •• ..... ..... .., ~., ,.... "'", ~ .~'''' ---......... --.,,.. ' • . ... The c.ecisfon' ·aco'p't.s ·SDG&E·· s" ·:'ec6~e·e:dat'fo·n' ~O~ alloea.-ie the-
cost or common Plant·'e~u~.ilY~e't:..i~en·:th-~·>~w~:'~;':.~;~': ;~:t~~:-~ '~tb:in::':-'~": '~:~:~::. 
allocating 't~ta'!' -~~je~';';:;o's~~'"~:~:-~- ib:'l{O:~ 'b~a1fs~;ich:: 'c:h~rge2:s all 

.' ; :.''''.::.\.' ~~::- :. :~,:,::~ a~_ :,.:~,,-~,~~~.~,,,: ,T,,:.:. ~:. ~,.:-"~. ,~.:-_'~,:'-':'''':~,:(.~: =--:.:".-:;":~':~ 
common ~lant COst.s to Unit. 2. Since :-evenue ~equi:-e~ent re.ating t.o 
~et'u:rno:~:ih~~s't::l~:;"~': in:c~~-e:t~~xe;'~> ·d'e'pi~:Ci:at.:!on~,~~:l'd: -pr'"e/pif~i::tax'e~~{:: . 
for SONG'S ~i '~iili n:ot~ 'b~ ~;e!-!iii~~e:y: 'kn:6w~~ ':un-iii ';h~- ~~oi d:r: ~?;;i.'s:~ 2\: ,:' ::' 
such 'r:e';e';'ue: ;~e~~uir'~~e~;t.· -~!ii: be: ~s:J~j:e~:t. -io= ''oa~a:~;irig' 'acc"dJki ~ : ;" ~ : - -" 

_, .. , .~." " ......... ,.. "..., • ," '_..... "~ ':. J .' ...... ~ :- •. ~ ... -,:.. , , , .. ~ ..... " , ... _ .r ,... .... '~" treat:ne:lt·.·· ... · .,~ .... . ~.-' ~'"- .. 

- .. ide :dicfs'iO!l autho~-i:ie$- ·~or'S~DG&-E:· '~ai :.di'e'r·£:i pia:;e::j r·i.';~':" 
- ... :.' •• ~.... ~ ... .-. #'. "' ... ~ -- • • ," .. ~ - • * ." - i~ .~ ... 

ixlcrea~e o!" $6 f .. 7mill:'0:l.S' O~:i'millio:l of '~he 'i:'lcrease :'ilat'es 't'o'" , 
nOnio.vest:nent-~elate·d: :e,Q,eris-e-s' i~d; "is:' riJi: suijict:::t6 'iaia2ri~2ii::' .~<' :'::' 

- " -~ I ... ,..,... ." l· • ,,... ... '" . , .... ,.,.. ,.., """,. ,~.,... . .; '.,....,... ..~ ~~-_ .' ", ...."- .':1 ..... ' ..... 

accouci -tr~'ai:ne:lt:' ':h'e ~e6a:i:ling"$51"'0 A:i'llfo:l'-C:Overs ,~~~ve~~:en.t,:, . 
......... ..... I.<r- _ ,L .-._.... ,. ,: _ " ,', ........ 

related cost.s an~ is subject t.o 'oalanciiigacdount -t.'~ea£:lent ~a!ld' -to' .'" 
any adjustments found necessary in :he Co~=issionts ulti:ate decision 
i!l Phase 2. 

-_3,-_ 
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'I'hedeci:sio-n a~opt$ a :lo<1itie<!,~ ver,s:.t~n~ o,~,: the: tat"ge~t;~ _..:'~ .. .:' "": <:: 
ca:i'acity proposa'l of: th-e: s.,ta!'f':: a:ld~ea.lls: ,tor_ :!ur,:ehe:':' s~u<!y' o!':: ~.r-tai:::::: 

othe,r~ :-a t:e'C3.ld.ug alt.ern.a~iy,es., raise~,QY s.tatf,,_:. -: -2:: .', •... _ ..:, ,;: ,; ": ;::-, ' .' 

when ;t,h:e 
forth 'oy 

Changes author~ze¢.: ·in, ~his .. , .de¢isio)l~ .wi.ll'::,·go~ :i::t:O .f!'~:t,e¢.t·~ -:~:'::-' 

eomme.rcial:~ o~,ra.tins..da,te. (COD-):, cri teria? pr-e:v:ious.ly,· set 
this-Commission- ha v-e 'ceen' -:let. - _. ' ... - .' ':'" " ,-, .... '>. 

• • '...". ~ • • • • ,. • "",, .. ~ • ...J' L' • .... • '~'> ~ •• _ ..... 

. The de,cis1otl" .also:- requ:.res.. t.ha.t.: AER, and.· E,C:AC, ra~~~:tp:,:,~, . -: .• ' ,-', 
E<1i~.nand· SD.G&~_'b .. e_ r:e:du:c.e,c,: -by- ·the, an ti~i'p.a,~" .ene,r.sy :s.av:in.~ ioI',b.i:¢h.,: .' :: 
will result !"rom the commercial operation of SONGS .. :~2_~: :::or .. " SDO:&E~: ,t.ne,.::: '. 
com'bined r-ed.uetion in AER a:ldECAC,: rates ',.;ill amount to $ 61 • 1 

millio:l. A concurr-ent inter:!'z:~:ZCAc.-~d.:ecisiO~ to:- Ediso'n::aiso~ provides 

tor Similar red.uctions i~ AER(and-ECAC ~ates ~or anticipatea~~uel 
~av1ngs of approximately $206.9-:11l10o. to be t!:"igge::'ed on~tbe 

commercial operation ot SONGS 2. '; The i:lpact of· tb.!s':d.ec1sion can be 
su:nmar1ze<1 as !ollows: --." ' ' .. ', ... 

..., ~. ~ .,,~ .. ..., . -. ~ 

'"MAAC 
Increase .. 

: AER.lECAC Ne~t 
Decrea3e~~:,I:c~ease.: . 

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

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

.- .... ,4 ' _~~{I~ millions o!:d.ollars) ~-;, " .~ .... '- n"" 

~..... I" II Edison .. 

SDG&E:-

" $206.'9~:.· ': $2.06,~9~·"- . _ ....... /, -.' .. -." .. 
,6,.,7· ., ; .... ,': 6J :.J :: 

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

SONGS 2. and 3 a,re~, t.,w~:l, 10,0 MWe,- :.u~!..ear: p,ow~:- p;l,an.t.s,:'·:,'. 

located. in San Diego Coun:ty_~~~~:~ :Of~ ~~~: qi?,Y.: o!'. _~~n Clemente, 
California, adjacent to t1le~SONGs-ers-::t-e~_--"SONGS 2 ana 3 "..rere 

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

..... '~. 

const.ructe~a:s"; "3," :si!lgi~ p~·o·ject"; :and: :ih~ ':ce!"-t~ai~' cOmmon '!'aclli ties_ 

Othe-r commoni'aeilii1es 'a'~e 'Sb.'a::-ed~ :'o'etween~SON'GS: 2. :a::a~ -j: 'and ~S·O'NGS~':-f:- '.~ 
,"on~:Ja:iua:ry. 2'7, 1970·,tC:ison":'anno\."1'l'eec.; i~s' ·'J.:anto:.; :'"d.-es'i:gn:~'" ~ ': 

const::,uct~,~ "and. . ope::'3.t~ 'SONGS··cana':·3~~:O'n: J1ily ~T5:,:: :f97:a:, ~d~s~O? a-rid: 

SDG&E filed. Application S'20'lis' be!"ore t"hi:S <:e-o:!!i!s-s:!'o:l" :::-e(f.:.e'St:!~g:'a ,::. 
'''' "- ' .. 

" '. , .. ' .~.' .. ,.. ~ 
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Certificat'e'O'f ?uolie: Conve'n:t'enee,ane Neeessi ty:~ ~or"~ SONGS2"and 3. 
On' ~.arcb;. 9," "97,1, the:' ,Cotm'lli'ssion: issued. Deci:S1on'(D'~'.) .rS4:j:O~wh::cll:-' 

autho~ized. issuance ot the reque'sted.'·'cer'tif'1'ca,te";'ror:, SONGS- 2:~ ane-: 3~ .. , ,., ~ ~, 

Constructlono~ SONGS: 2:'and.~ 3': .. l:>egan::·in:' March:':1'97l;;~.,-', " -, '-~.~ 

, ·.rl'b.en, SONGS·- 2,- and: ,3'"', were~ initially:' au,tbo-riz~d..,: E<r:t:sonowne'ct: : " 
80% of the project and SDG&E oW!le'd,20~ O:f 'the, ?ro-Je:c,t:' .. ~: :I:l~~th:e ,-, 

in terveniilg time ,:' E'<fison' ha.~s· so-l<1,;- 4;'. 95-~ o,f" the- -ownet"s-h::t~p.:, to=<the 

Ci tie's- 'o-f Anahei:l 'an .. d: R'i ver'si~e:.· ::The,own'e'rsh:tp:. '-:O~ SONGS~ ~2: ~an<F 3 "fs" 
nowd.;iv'id~: a's~foll<,ws~: . " " ' -~~,. .," 

a,tili ty- .' 
"Edison. 

,SDG&E 
Ci~y," of; Anaheim, 
City or Riverside 

" ?e t'ce'rit ~" ' 
,. Own-e!"'Shio 

:. ',: :: 75 _ 0 5;-:~' ..' 
, , 20.00: ,. :" 

3. 1 6':~,~ , 
1.79 

. Edison has acted. and continues to act as project :anager of the SONGS 

2 and 3 project on "oehalf of' i,ts~-lf:' and. the ot,her o~ers in the 
design, constructio!l:,.~.,:op~ratioJi,.:;...a.ndjo.aintenanc~.of SONGS 2' and 3. 

Applicants (Edison:' and SDG&E·)·,receivec. an operating license 
from the ~uclear Regulatory Commis$1o: orner on':· Fe'o!"'uary:<:j.6.-,.~~ 19S2 

which authorized applicants to load nuclear- ~\;.el into th~:' ~S{)NGS 2 

reactor, and commence loioT-po~e;- ?~~ti:g~ of: SON,CS: ? ~ ..: .9.nSe:p;t~m"o~r 7, 
1982 the full-poioTer operating license. wa,s r.eceiY,ec. from the ~RC,. 

..... ' "" _ ... .- •• r .' 

ioThich license authorizes ap'pttc'a~~s':"'t'o""6pe~a te' -SONGS 2 at full rated 

~ 
L. _ ••• w" 

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

,,_~~se~ue!l:~ to_~e, ;ili:l.g .. o.~,:th:e: t~o,:3-pp~l,ic:atio~,.;a. :' _ ., ', . .,~ :. : 
preheari'::lg eon!"~re:ce '..ras -held, on. A.pril, .1.6, ,:1..982,., tor ':.!:.e. ,.pur,p,ose ot _ . -, 

r ._, r • . ' ..."', " ," •••• _.'.... .. ' _. _ • _."" _a. ... 'L_- • .. , •• _ .... '"' • ...., 

estaolisb.:'ng a .hea:ing schedule, and-to· ·reso-lv~ any.o,ther,-pro-blet:lS. 
'. • '-. .... ~ .' ~." ". • L '.., • • •• ,. ••• • __ •• • _ ...., ., •• .,. L ...... 

At t.b.e ,reb.e~i:lg' c-on!erence th-e Cocmissi<ltl-s.taf!, -Cs-~)·,,?,ropo.sed ~-, 
.. _ ,-... _ + .......... __ ,_~, ••.• _,,_, ... __ .r~ '_~_'. r ••• ··_ 

that, in v,iew ~o~.,t=.e co,:t.e::p-latec!. A.ugust. i:5t~198.z. eo::.:.ercial- _' -,:'.' '-
-'> ,. - ..... ...., ' - ., '" ... .,.' • -' ~ • • ....... '"" '". -". • •• ........ • ... ' ... ~ .-

operating date for SONGS 2, hearings on these matters be oifurca':.ed 

- -5 -
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.. -- .~ 
, .~ _ ....... J' _. ,_. ~ ...... ' • . . 

to enao,le the staff. to. under-take and_ complete,.:t.he, necessa~y studies 
, ' •• ,'>'" _, " .-- \.. . ' .... • • '.. • ... " ,,.._ .... ' ..... ' '- ' •• '." _. ~.,..... -.' ~ _ .. _'" ""," ~ • ~ .... ~ _... ... " • .r; 

tor. a project of this magni,tude, and_ importa;lce .• ,.: TIle" sta!"f_ pro.p¢sed. .. 
.......... • • ~ ..... ' 'T.'", ." ...J".~_~, ~ ""~'"".'" <I • H .... • ...... ' ... _' ~,' .... ,._'- ___ ... ,.,.", __ ........ ~ -~.~, 

that the first phase 'be limited to p.rocedural issues. rela t'ing.. to .. tb.e: 
~ t •• ,' '- .'" '.' , ..... ~" _-.._ •• , .... ' ....... _ <0. _ '..... _'" ... ' ,_ (.~ .......... '" •• ,...... • 

adoption of, a MllC., with. the. issue,~ o~. a COD as a. p:"'elimina:",y~.:nattel" 
' ..... _ .." ~ ~ _'." ',,' .. ' '" .\ • •• __ _ .'. A_f., _ ~.. '" .... ' -' ., - _ 

and th~, s,e~?~d:,: phase~ ~?" ~~ d~v?t~?, t,o _ the, ~r-::-dency, O:!'::~he.:. ~!:lv~s~:ne~~: , 
and related cost, issues... ..' . , _ "" ~ 

,.\, _ ..... _ ..... ~,_ .• ~ .~ ,-'" ..... .,., ..... "':'..JP-" ..... "._-........... ~ , ..... ,~a-,.~~' 

It~s ~ ~~ree~, ~~, .~he: ?,r7~e~.::-.in~ ,: ~on~er.e?-?~~ .~?~ t:: ~ .~~~:-:P~~~ ~ :: 
appr-oach woul.d be adopted with. hearings on, t,ne., COD iS3,ue,to ~ommen,ce. 

~ .' " _ '. ",. ... '~~ ,,_ '-' _,., . _~. --'.... " . .. _~... .,' , ... , -' • -' "--. y' "'. ."" ~ ......... ...,.....". ........ _ ...... ~ .. '"' ~ 

on May. 2~, . _',982_ and othe:-, Phase 1 issues beg1:uollng. .. on June..:1., ,1.982., .. , 
.... '. _ ~ ~ _... • _, '", ._ ~ ,_. _ ,_ ,.. .' <,.3 -..... ,_ '-".. • .... ~' • ,",,' _ .0-.,' _ ~..... ..... "'- ..... '. ~ _ ' ..... _, 

Al though Edis.on. agreed tha t the~ tiolO. apl'li.cat10.:ls sho,-;ld, .t>~ he,ar-~. on a, . 
.,. ". -.... "" ... _ '.' ~ ___ ;' 4_ ._.." '''' .......... ...-' • ,. ,,' ." ... _', .. ,,_, _ " _ '10 ,_ _,.", _', ~, • ." ..... 

consolida ted.,:"eco:-d.,it, :-equest,ed a sepa:'"ate .d.~cision !'or-, each. .. . 
-r'" ~_ .... .-,_... "_.,, , ...... _ .. , •• ~,-, '.~. • .: ........ ,,,- •• - _._._.. " "'-'- ."-' - lor'.. , ~ ... ,,~ •. 

applicat:i,on .• ~ Edison_ expressed.. eoncer-n .tha,t, sho,uld" t.here. be" a.,. ",,'" 
... , ". ,,_'. . .. . .... _, .,... .._ .... ',. ,.- .' ~. . , .. ....... _! .... _ . c;'.. J.. ..... 1' .... • _ ......, __ 

challenge, to the dec,ision, :-elating ,to. one,. compa!lY, , the, I.!n1nvolve~... _ 
compallY'~y ,~i~d' its _orc.e~~ p;ev,en ted. i~om .. b~C~~i'ng'"~i~al~ bec.a~';.e .. ~ _ : ~ 
ther-~e,' 'is. '-oniy.~ne· ·d.ee,ision~.· ':~ ~1liie th~,.:Ad~~stra:tiv;~ L~':'= .;,~~·i~:, ,(Ai::)' " 
1ni tiail~; a:greed' to~ issue 3~paratedecisio'n;~," the.:hea;:.';"g~ .P~9~~~'Sv. - .-

........... ~ ,'"..... <- r _ .t.. _, _.... "'" ..... ',.J. ..... _ ~_ . J .~"' __ "_ ,. 

pr-oved that the. :na~t.e!".3, a.re~ soclo3,ely 1nte~:t~ined that. the~., 
developme~tor~,sepa'r-a:te~ d.ecis.io.ns WOUld~: be, d,u'Pii~at'iyeC 'a:;~. ·~i:l.e , .. ' . ' 

_ ........ ' ...... , .•.•. " '.' .•. , ......... ,.,' .... ;. ,'-, .• ' ....... _ \'-'_ .. · ... _'.d· ... ~·'" .• 

consuming .. ",. " - ., ' ,. .,...... . .... "'.' "._ ,,' ...... '~~... '" _ ,:.~: : .~".,,,,',:,,-,:, r::. __ ...... -.. .'., ,> .... ". 

At the .. eonclusioll o!' the,. app.licants,' and_ .sta!'f sh.o~~,ngs_ on. 
.... ". ~ '.' .. , "' . ,. ,,, ... ... . .. ' '.,' ..... -.- "- . . .. .~ .. "-." , . .' ."", -. -..,' ,.... ..... ,;- "' ,.; :-:;'." """ 

COD, tb.e 5,-:af't: :nac.,e, a mO,tion :-equesting,.a:l i:l-t.er-i:Il.. ,or-de.:"' oe. ,issued. ." 
" ..... ' •• ' .. _, .' ._ > •• ' ,.' ~. '." • .. .. _ ~ '.'., ",. ... , ...... " .- -.,.." ... ' ' ... -... _ ..... _' .... .. -' .. 'w' ....... ,,,.- ' ........ _ • 

on the approl'r-iat,e.d.e~initi.o,nof COD..!he s,~a~ :-~e,asoned ... tha:~ .. shoU;ld., 
' ......... ~., .............. , ............ ~ .",~- ~.~'" ...... -.--,.--~"" ~"", ....... ...,. 

the Commission ,adopt. the .sta!!"-reeommended det:ini.tionof .COD .. ,..-~ ~u~~ther 
_," ..... _ _ _.~, _, _ ~'. .. .. ,.... .. ... ". ". , _ ~ _ ... _ ......... .... _'. _ ~ " ... Jt'\. .... __ • i'. . .... ' A .. , T:' 

b.ear-ing~. on o,the.r- ?ha.se'. iss.~e.s. ,could, b,~, pos~po,~,ed, .until_ .the .p.l(ln:: .. ~ 
....- - -. _ """ • '- .... ' ...... , ¥ • '. '", .,., _ ',_ ~ ..... w • ." ... ___ ". ".' T, 'V .. ~_. f'I. .. • , __ ...... , ... _. _ ~ ••• ........ .. " ....... ' ...... _... .. 

has compl,eted. :nostof. i,ts tes~i:lg,. .Rea~illgs Oll, the C,OD ,iss,ue.~..re:'"e .~ = 
coi:lcl~d~Ct" ;rl'J.u.ne" 1~,· 1§S2,' 's~bj-'e~t- to the--iii'ins' oi" '~~n~~;:-~~~' ;:;i~i;"' 

• .. ~ __ • • '....... _ • .' ., .: ..' .. , 'Y • '. ~,'; ... ...:." r"_ ~ .' •• '. ..., '~. .-~.:, ,: .. ~: ':':: \';.. .:' _ ',.' '~.:.. .:;...:' .. _ 

on June 8" ..1.98.2., " . ~ .. , .. '" . ~ ... _. '. 
... • _ .... y • # • _ • • • ..... ''''~ .' '..- 01"- •• ', '" ... ~..... ...., '.. _. ~ _. ...... ',. -.I .... ...... ~. 

O.n June J 4,198,2 the Al.J ;issued ,a ,!"uling"itti.tb.. ~th.e. " _,' '.'. 
_ ~. _. ,. ,,", " "' ~.. _ f', ... _ "'" _." I ... ' _ ,.... ... ..... ..". ... .. ~, ••• ~'", ...,; _, _ ~ _ '" .. _ .... _ ...... -.-' <"c. 

con¢ur-~ence of the assig!led Commissioner, adopting the sta!'!" 
...... -. -r>",' -'"" 

recommendation that COD oe de~ined as occu:"'!"i:lg when all i~itial 

stal"t-up tests and the war-~anty run have oeen completed. :b.e ALJ's 
r-uling also canceled the hea!"ings set for June 17, 1982 anc. scb.edulec 

a second p!"ehearing confer-ence on October 12~ 1982. The r-uli:lg ~as 
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A.32-02-40, A.82-03-63 ALJ/val/J~/cd * 
.. '_ .. " 

af~~r=ed by ~ae Commission by M~nu~e O~~e~ aa~ed July 2', 19d2. T .. ...... 
was !ur-tb.er ::lOa:Lt:.ed'1!l~ r.esp6~~e:: :O~ Ed.ison" S Pe:':'i~ion'~ !"oi;' Re.tlearing-
ana MOd.ii'i'ca 'C'1on ~oy D~ 82-09":"11 ',", ~d.a::.ed S'ept:e:::l'ber::- 12-~~ 1982, -~O' inClude:: '" 
Finaings of' Fac'C' and. Conclus'ions' o'{' Law. ' ,' .. ,:: ~ ::::: ":,, ': "~'~";-::' 

,~ - •.. - "r", ... • , _ ',_~"".' ..... -.;... "' #r,c"" ,- .... : ....... ," , ••• "'" ,: .. \/ ........ ,... • ___ ", _. __ ,. " 

, The' second pre.tlea~i::g~ conference ·.¥as" o:e'ld'" on"'O'c't'ober 1Z-;" - ~'. 

, 982':' ., Bear1ns.s~ on': o'Cher' Pb.a:se~ i:' issues~ were Se!led.ul~c( to::eoQ.m:ed6e; on~: 
'~, • ,.... .. ,.. _ •• pw... .... ,'" .~, "'" 

January 17, '9d3. Edison's :-evisec. exhioi~s were- 's'e'b.ea'u'led. '~o' b~~' " , 
d:L'S'CM.b\lt.ed on: Dece:loer'~ 'j'/ 198'2"- and'" s''Caff' revise~'· eXhibit's S~ oe 
d.is~ribut~ed. b:efore:':De~-;tIlb'e;: 25:~ 19~2':;'PUbii'c W:i.'i~:e's'sb.;~a';iri?s were'"::' ~', 

r" ~ • .. ." ~ ..... ... ," u ..,....' , ., ",.. ". ..,..o.~..... . _ ... ~ ~. ,....;" :- ": ,-' ~ ..-,.~ "./ ~ ... 

seb.eo.ulec. !or'January' 'l3~'91::$3' in' San" Die'go' aria' on" January· 14,. '1983~'io. ' 
Los Allg~'ies: EVia:ent.'iar:r- ll:e'ari:lgs on" Phas'e',,'iss'ues'": ~omDlenc:e:e 'on:": ",;. , :, 
January 17,19'6;: in': San:p.r.an,cis,cO, ane. ~e':-e $Ub'mit.-tec..:o-a~~Apri'1:':6.:~.:.-i:9~'"i~ 

- If'" "' .. - ."".' .... ""' " "... ............ - " , ,,,.. ...., .. ~ " ...., ~ .... ... ' •• ' ':'" "oj,- .... - ,- '.., • _ ... , ' 

after- 25 aays' of ne'ar'i':igs" up'o'n're'ceip:t.' of' 60ncu:"~e:lt\" 'o·pe'n:.:.g "o':-'i'e'!"s- - v' 

due on MaY. "3 ," :198~ ana' eo'o.c:ur:-'~a'C:: ;epiy:o~i'efs:e'u'e::"iaY~''23 ,:;98~i.' .',-,~ <: 
(These d~t.e; in'ei;;,'det.~'e' s~ven~' :d;'ys;' :ex~er:sio'n iCi~ fiJ.i:n:g~ ~~i':br::e:ri' :: :: 
reque~~e'2 :-oy t'!le-': siatr:)"COnC''U'r:-e'::i o'P'e'riio.g" an'c." 'c1.o:s1:ii b'ri~::fs:,':.;e:;e' . :­
fJ..leo. by Ei{so'Ii:: SDG&E, -ind the ";''Ca'ff' .. ~ . -:- "', ':,,'~ :,< ::- >:< -:; ':. :',~~' " ,~: 

, On'JUne' 'f, i9~3"':he:- AI..i:is's'~.l~:c.a:" rull.rig' s'~:t't:;.ni~ii~-:e:' ~.', '- :"', ': 
SUb.Ql:Lssi~;" ~t~ P!la:se- " "~:ld.:: :;eop~~~rig: "~e:a:;::::d:g-s: f~r: :~~e' 'p'';r;'dsi ~:f:-': ' . 

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

hol~~ng oral arg~en~ oefore t~e Commission e~ bane. Oral a~gucents~' 
we;e: b.'ea~-i' ':o-n' .i~iY'i 5 t :j 9'83' i~: i.;~:s: 'Arige:J.~;· ;'dC:'t;ri~: ~;;i'C i~~~-: wis -. '. ~ --- ,- - " - ,,- .-- ~.- ~~-~~ ~-

~esu'bmi t.":"ea." £d'is'on,' SDG&:"E ;'!'owa:,,'C: ut'il:. 'CyRat'e' Nor:ia,,!'1za'";:':!:-oc. 
('ruIui)~ Fr:L-e,no.s, :o-t ite 'i~:'t.n (F:-ie'dd;): :coQmu~!-:;y;"ine:';sy~ ~A-:';.,"fo~': 
Ne'Ciolork: si~~rd' :OuIiean;~nc:: s'~a'!~f"~a:rt{e~pat~ed'£'O~ t''h~e: ~()ral:':'>~' .:,:: ;:':< 

a~gumenis •. :'rn ·a:c.c:~ifoa:,:' ':~U:;er~us:c-u:;t.o.Ql'e':,,'s- -appei.r:;c.~ air' ide :p~oi:;.~: -:: 
.... J.t.ae·ss 'b.ea':::i.a:gs: ~eia.· :on~ ~Ja;'u"'ar:y 13 i'nSan', D:'ie':g:o': ~;d ,on::-Jidiial"y.=-j'!i in ,~ 
to'; 'Anieie's' ~~o':~~~:-es:s ":t."de:i;: v:i.~e"w;; '~r~gi.;ding 'soNes '2' .. :,' ; r-b:ir-iee;" :,:. :. '::: ,:' :,' 
hutl<:l.rec. let..,ers an~ 500 j)ost.ca~c.s !lave also been recei v'e:~:iro'rd ~b.~e" -: '::" 
pub.Lie otter::.~g' "-;."C:efr, 'v:re~s oa SONGS 'z': 'tie i.~~~ "no'; '~e-ac'Y" t"'oi-

"~,, • -. -'-'" • , "00 - ...: ~ ...... .,.. ,'y .. , ....... r- .......... - ,. "", ~" . .... .... ..,. .. ' .... d.ec1s:i.on. 
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A.82-02-40, A.82-03-63 ALJ/vdl/jt 

_ v. 

A. Costs Associated With 
-Plant Investment 

- -

--

Ec1ison's Posi ti'~n~' 

Edison initially took ~e position that costs associated 

with~ plant investment should be ._;'ecove;ed throuia ~' fix~d ;~.AR. 
Sub~equently the statt recommend-ed. d.iV1ding the p~oceedln~~into a 
proee~ural phase and a reasonaoieness of investment phaSe~w1th 
oal~c1ng account treatment to be applied to !.nve3t:nent-:'"~1.ated eosts 

-
in ~hase 1. This would allow to.r later adjus.tm~nts-:to reflect the 
Commission "s ul ti:nate Phase 2 decision. Edison concurred. and revised. 

'-~ . ':~ 

its :MAAC to provide tor balancing account treatment or both~o~ration 
and ~intenance expenses as well as investment-related ~~it;. ~ 

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

':able , presents a compa~ison of: estimated. elec,t~ic plao:c -:: 
costs ~ror SONGS 2 and 3 and SONGS 2 by pa!'"tic!pant, botb._"as :: ::-~, _.... ", 

and. as suosequ~lltly ~~sed::': ,-, ' origj.:ially estimated in each applica~i~,n 

during; the hea!'"ings.. = ~, ~ , _. 
.. - -. 

Total project and direct p~arit cost estimates :..!'or-:SONGS 2 ~' ~. _ 
- ~ 

and ~3 "were revised during the hearings ','to reflect esti:lated direct:::,: _ 
..--.,~... -'. ..... 

costS '~of' $2.8 billion and~ total: projec{ costs of ~.2 b-1:l1-ion.:~ ~sed . - ''- - - ... _. 
on the same 50%- allocation of project costs t'o .:sONGS 2, ~~Ecf1~n~'::( .'. ~' .- ...... .-.-'" - ".,.. 

75 .. 05%- in.terest in SONGS ~2 dire:ct plant cost ·--..;as estimat."ed, to ~e ," 

$1 .266: b~~lion and its" 'inter-est- in tb.e tot~l pr-oje~ct. co;:t~; ~;"C1Udi~g­
overheads:, was estimated at $.j .882 billion. Edison did not revise~: 
its revenue.:: :-equir-e::tent :-equest t.o r-eflect. these:: higher- ;>lant cost? 

" 

estimates,-;. - -

8 
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A.82-02-40, A.82-03-63 ~J/vdl/jt 
'" ~. . ~ - .. ' - ~ . 

B.. Operation an£Maintenance- E~enses ... ~ ",--
-:: 

- ..-' .. ' ... _. . ... "'- ..., .. , - ' -, -.'"' ........ '.'~~'", ,..,.'.' ~"'. ~:: -'".;.,' ,~.:.,'.",,:,"::, -. :",,,"::"":" ~~ 

While Edison ad:ti.ts that O&M expenses'for SONGS 2 are ' 
.', - ... r,'.. -<~ ... -, .. _ ' .~ ,-..... ' .... , . .- ,.. ~ ,~" '. ,' .......... ,,~ ,,' .. '" _ ~~ ,..,' •• ',., • \0 .,~ _ .... , " -..- _ , 

difficult to_ estiina't~',~ Edis()ncolltends that--it's O'&M expense~estimate' . 
of $ 55.', Dlilli'o-; -is, th~~d~·t c;~:~~i tly' ~:va:::l1.bi~·;: :"~'i~;~~ :--i::~ ;a::s' ::.:: -: ".' :: ~~" 
de~~l;ped~ ~b.j :sup-er~is:o~s' "a';d ~a;ag~~~~e'~'po~~ibl~~: 'to~' ·~~6~mpiiib.ib:i~: ~ ..•. 

>, - ••• - -: ,' ... ~'.:-: ':' •. '.:' • :', '" :" .• ~:-::- .'::" :' ':: • .:' ~~<",~--: ... ::,.~ - :~~.,": .~ .... ,.~. ',' :: ... ' ... ",- -,' 
the required O&M _at .SPNGS 2 (persollne1. wi.th experience from SONGS i 
or with experien·c·e irom· o:tb.e~p~i;·~s: '~:f't'he ~;el~a; i;C{~s-ti;. ).~.:. :: i~i~;~' .,-; 
ar~es that-.~;e ;r~il:dwi~'g' 'tac'to;s,;: '~hic'h ;~e~~:-co~1j?d.e~~:~<!-::bi :-::'hese 

" .,' -.. ',,;.~,-:-,."~ :. ~ ':'.~ .... : : """ '::'-.~ - .. ~~~', ~:,:-: .. ~, ."-': ..... "':.'. :.":,:~-: ''<-: .... - -~, -." .... --
individuals in developi~ng their O&M estimat.es,~ are- unique to S-ONGS" -2":--

"': ""'. ";SONGS -2:£s ·tb.~·~!i';'it 'u;i:t :d!' it; si~e'cl~~~ ~,: .;;:""~'" 
with a Como-us t·!~n=- ::;rigln:ee:,ing '{CE'-)- Nuel:ea:r~ ~~ " ~ .• :.: '- '. 
Steam Supply System .lic.ense<1, .si:le-e -'IM! W,'" ___ .. ". . ... ~ 

~ .••• " ~ n. _. '._ __ _" ............ '." • '," ,'," ...... .... 

-,--~-.... ~-,-,---~ -- - ........ ~ .... --< ...... ,-
2. !he i:np~t...of .seismically desig:led .equipment . 

and sys.tems' ·on. ·O:&M,ei~ses:·:.: ''-.: :- _ ~: -_. ':_~-, -
. . . .,'. -- .. " - - ... ' ~"".. - .,. .,.' -.... .. ... " -- " - ............... 

3. !he exten<t: ~an'cr eva:l'ua~ti-O-ri o.f· t:ecnnr-ca1.: -: :-: :~ :. 
specifications from pre-!M! stand.ard:s:. :t:o-:·;>ost­
IMI -Standard.. -R~vi-s:!.on No_ 3' ·1.m.posed .oil. SON-GS· 
2 J,-y.~the: ~NRc;,; -. ~ ~ ~ ... : ..... ~ :.:' -: ~ ,:;:~ 2,;: ,; :: ~:~; =~ . " 

4. Balance-of-plant consideration. . ~".: .... ', :;:" 
5.Th~ :laek:o.f ·eXper!e·nee::wit.'b.;tu·r'o~ine~ .:: '~,~.:.:? 

'generator's' o~ "SONGS 2 :S:i-ze .ari,<iman:uf-a.c·Wre·. 
6. ' -'the ::urii~e: ::d~~fin- :~t :oit;~o~i.~:i!l~&2e.:iricr:~~· 

diS~ge -s-truc.tur"es ::ne6es:s~tate,cf :"5Y-·..t3, ~e:>: 
qUaJ.:1ty. :e:on'~~d'~rati~;~~~:: -- ".: ~:." .. ~:; :~ .. ~:.;,:: 

1. Labor' r-equiremen.ts· -and ~-c'ra~t; Iab¢r::-miX-:; ~.~.~, 
8. P~t ;i~:siie ':ind:-~;oxi'i!,ti:;!. ;';'pjOr..t:.> 

-faciltties~ _." '. .. ," -." .... -- ~.:.-: ::::~:'. 

9. Cost.s. ·of ·tra.o.spor.ting. mat-er..ials "and. ..suppli--es 
from. 'east.e:r:i.an~ :."riiic·w'e.sterri "sUppl:rers'~·· : ;:~. . 

• • .... , r" • "'~". .. •• ".... • '. ~'~.' ..... .,'. u. .' ~ ___. " 

, o. 
1'. 

'2~ . 

'3. 

!he'imp'aet~-of<u:d::ng salt ~Wate'r" Coo'I1rig.: :-::. 
!b.~~:i~ce3si'tY :o.f-~id€i~irig.···:~ublrie!"g:~i: ~~:: 
oceanic coOli:ig. water-'intake' -arid.'disebArge 
structures •. -- - -, - '. '.. . .... '.. - .. '-" : 

- ':~ , .. ...... r" -r"- ro .... , . ..... -... -
Administrative -and -site':;;s'ecur:tty pr'o~'1'e::is~ _ .. - . 

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

. Coastal " Commission ~~eq:t.lir-ements "not" ~'" -.--~ -.. " 
expe~ienced by othe~ utilities. 
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~r_;-_""'~ 
,. ~ ,- .. . , . ..... ~. .... L 

~ .. -.' - .... 

Finally, upon completion o,f~ i ~,s-:- es~.i~t,~", E~iE>~m .?!-d~ ~a , 
comparison with.,indus'C,:-y data to 'ver!"~ar:t~$"":'pian~~'specfuc:-;-:' 
es tima te" '~as' within 'thezo~~ ~f :-~~soriabie'~~'~;:ba;'~~" '~~'th~r'~eco:-ded 
expe'n.s~s· ;r othe;' si~la~: 'nuclear:' pia~~·t:;-.·~iIl'6~n·d{u~~i-6:d;,·:' iriiS::;'~;'~' ~":'": -,: 
argues tha~~ i ~s e~tima te'~h'oui~' .;~- :ado-Pte~ ';~da~s~: it: {i -ipe~ciii"e: -=t'o '; : 

.: .~ "" .... ~ T ~_ ," .... -. : ~ .. .. -::: _:. .;- :,:-: _.: r: '''. r:" .. :. ~ .... ":. .- :.~.. ... :, ", ... ~ " ...... 1,-, : ~ ';' v: ~. ,", ,...:,' -~", .. 
SONqS ,2. and re~lec~s ':he best judgment of ,the p.eop:Ie a.etu~lJ.y - ,., -

• • .... _. ,-"- ~ ...... ~., .. - "'" ,.- ~;' •• ~ , ... .-, • ~ ~." .'.,'. .~. .., \/. .... ,-... • '», .... 

r-espons-iolefor ~he reqi..l1:-ed 'O'&M'actf;'ii~ies 'at-"SONGS "2." w -, •• ~ -, . 

, ~~..~, . • ". .... _. ". _. " ... ~.,~ ..... ,'. ,"' _. _~, ... "r • .-".. ... , _,.. ... ,~ ....... , _' _, ', ..... , 

Ediso'n o'~igina11y' aske'dt'hat' oalanein:g 'acc'ou:lt"t-reat:nen:"be '. 
applied:,t~- O&M ~~e'n-;~~:~and~ '·ad.m·;ni:Stra_t:-;;e~ '~n~ gen:~-iaS.~ (A;;G):::'~:' ,. ~.~ "'-
expens~s-.~ ~A~ 'the." Juiy 15',f983" :~~~ai :a'r~cierit/ 'Eiis~~~~,~ig;~":ed~':w{£i \t-i~: ", 

. .'." ~ c.... ,- ,. '., ~ < "-'I " ..... "_"~, • ,' ... "" . '., .. ' • 

staff that a fi'xeC1~ ,-e'stimat~e ·shOu1<i--oe, "adopted. .. ,' ~ >.. .' ''', ~ -. .. . 
, ••• ~', ,. : ... , .'- .. -' '"' '.~ . ... ....!i'" 

C.. Ad::dnis'trati Ve' andGenera~l'ErienSes ~",:':' ',:' ~ ~ ~::: ~':<;; 

1.: Edi'sori"f"CS 'pe'ri'sion' a.nd~ '~elie-t:i:ts 'exp.ense:.: " : .. 
estimate of $2,'92~,:OO:O: is' 'Cased on·<tlie-: 
appli·ca.t;ion,o:!" a: 1·9_ •. 2~ ',r:a,te on· ·tc>tal~:: 
·p:aY,~ll:.-:·. .. -:::, ~ < .:' ~ '. eo :'_. ~ ~ •• ~:: ... ~ " .: :: :. '"' '~. ': ," 

2.:' Ed.:i:z.onf" s:payroli ta.:X: eXp-ense :o~ ~$'"8Jl:2,.:o-oo~:i:s 
linked dir-eetly to the labor ~i6O:' :of~ :O&M 
expenses. . "':'",'.' _ ... _ ,. " ".'::_~'::'~'" .. ': .. 

3.. Edison '..s. ·i!lsu~an-c:e.:"eX?:ens-es :fo.r- ·,$.ONG;S ~2 ,a::e . ~ 
.es~ima,t,ed' as ~f¢-lloW's.: :: p:r:op.e.rty,. $:2:,:9:8:0:,.0:0,0; 
excess prope:-ty $112,000; liability .$439,000; , 
and~ -replaeement~ :gen'm t'ion'" ''$'1,3'4 3"~-OOO:~"Staf'f: 
d :?d' 'not: =take' . exeeption~o ~ any -:of Edi'=son~'z:: 
insurance expense esti::iateS~;' :hoWfflr:,-:' -~'lie ", 
staf.f,~ ,:,omi:tt.e<i. t;e'p:lace,ment :genera,~i~n. '~:<. ,...: 
insurance fr-om i':3 estimate in order ':0 
highfight this' '-eXpense. t~~ the: C6mml:ss'fOllfs .-
attention. .. >..:.:. ..... ::~ .. :. 

4. ES:t'imates:~:!'orfranelli$e '"and ~UtieO-rlect±'bl:e; 
are oas'ed '~ori ~ t'es ':-1.-n'e'tf'eci"a t~ ~tbe 't!.:n~<,tbe 
application was ~:t11e:d'":. ~~Ed.i:son ::adoJ)ts .. :tb.e:-: 
starr's use of the :nostrece::ltly adopted._ 
rates" used" ':i-!i D.~8-2:~12~-55, ~Edi~o:l:f":s ~;last'.- -
gerieral ~'~a te . i:ie:-ease '":deeision~' :.:: ~ ,:;' .. < ~ ':: 

~... ...- .-, ... ".~ .. 
Table 2 presents a comparison of Edison-and 'starr_es~i::lates .. ' :' " . -,'" . -.: '.' _ ..... ,. ~ ~- ... 

or 1983 annualiied 'O&M ~ exPe,:lses,' :'nciu~i;g" certi!:i'"A&G'" expenses. 
" v" ; •• .' • ' '. -.'; _ '0' • - • • ... ..:.,. .• ' -::: ~ _, " ~",.. J ".'- ~ : ~:: : '., .. : 

" .~ ..... 
• .... I - \' ,~. 

- 1i .. 
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,.'. '- - ", ~ .. ~, " ..... ". .. :' . 

TABLE 2 . - -,"' ... {...., -,..., ," ,,_ ....... "'.;, 
• ,. _ ,,,.,.," •• _ ' • .r-" • .. .... '..... _ '. 

_... - ,7.7 fl. "", ", .... ,. -:: 

OPERATION AND MAINrENAN~";"-"::::":"';---'-' "~ 
- "'.. ·($OOO}··",,, - .... -.:~:. :::::;;:::::: 

".. ___ .... ~,.::~: '. ~.' ~~ ,po" ~ ~". _..... • ,0, ".,... _ ............" _, ~ ... , r- (k ~. ,,>, .... \ ..... ," 

Annuaiized' Cost' . ~'- ~ - " .... -- .. . 
Description ,-: - --.'; . - Edison'. - -Stafr" ... '- ' .. ' Difference·n 

'. - " 

Operation &: Mai~~e~~~~e-"" $49~35S1:: $32;3002 '" - ~$(17'-065) .-",~ .. :.:~~ 
Pension3 and Ee~~fits .. : '2,9293-"':-,-~'8604~:-:: .:- :(,~;'069)::-""; 
Payroll Tax····:, -~ .. " :'. -842~:.::~ .. :8424: ~~.~~::,,;,;:: . 
Insurance .. " ..... - " .. ' .' ~ .'.- r 

. 6 7 . Property 2,9806 2 980 :: .:' .. ;::".:, ...... -: 
Excess, ,Property. ". .:~ :- 7 i 2: =- ~ 7 ~ 2. 7,. :< ,~:. ": ': ".::. ":': 
Liability (Injuries and 

Damages)'- ." . ". : ~ ,- ':4396~ ." :4398 - ':.-:~ < '~: -,.' -' - ~.~: .<. :,,~ 
Replaeement.GeIle~atioIl·-_- _:t~.3~36,.. ., ...... ':'(J:,:3~3L;'~":':":~' 
Suototal,;~!n·suranee.~·; .. , .·Sr474?, .. ~_ 4, '31~~. h:.~::",' ",.('1 :3l+3)'.~.~ ;::~ ~ . 

. ~ Suototal.·.. ~.:: :.:' .. 58.,6'10 :-:- ..•.... 39, '33 ";:' >~::~ (~:9 ,:~7:r) "~ .. ':' -,' .. ~: 
Franehise.·&:,Uneollectioles :-39S? :;-~ 400·:- -".<.~-" ,,~(5-)~O .. ::~. 

:.!o~a~.: .: .:::" .. '.:' :.:'·:,,5$~005.: __ :·_39".533· . : ... ::::.: .. ~1:9,,~72).::~,,; .. :::,:' 
CPUC Jur1s~·ietional. ~OU%l~. 55,112: ..: :~36, 92.4:-;... .:~'''. p~,. ~ ?~) _: ~.:: .. ::, ..... 

. ..... .... , ,"- .,- _ .... , 
'. • •• ' __ ... " .• .o-c, • ~ '._ .... 

\;0 •• _ ,.. ,4 ... _ ,...... • ....... ..., _~ , .. - .... ,. -. - .. " -" .... ..... - ........... 

, :. •••• \ •• '. '\ I', .~ ~,~ ,'- :.: : '.. ~" ... r"' ....... 'T ..... ,,,' n' < ,-~ ,'c ; 

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

. :r _ .. ,Ex.~? .. .".-ra~le. ~~ .(r-eyise~j) .• ,::: >;,:-::':. :'.~'.: .. ' .:_ .:. 

2 Ex. 39, p. 2-2.:,.:~~. ':,'_.:::.:'" .... '-:,~::"_ ;.~.'-_ 

3.: Ex~ 38" .. ~ao1.~., 5,C.(l'"~v;sedJ .• ': .~ .. -.' :: .. ~:":::: 

~ .. 4 ,Ex,-:3'9A..· "" ": ... :,:,.:':-:;:~':::":,, ~ 

5-~, Ex: •. l+.2,-:ra.ol~s, ~.:-9,,, ... 6-n.;7 ac.~: .6~I .• ~:.:.:, : .... ;.; ... :. -:: '.-

. 6: .... ~ Ex •.. 3-8:,~, :able,:-~B ..•. :. "" - ,.", . _ ;-;:: ~ :;:.::-: -::. ".:': . 

. ·7 Ex_ 3-:9.,-p_ .. ":2-J.l+:-~::..: : .. , .. "':~::--:- '0: :'::,:.::',' ' .. _ .. >~.",:' 

8 . Ex, ••. 39:,.::. p~ ... 2.-1:5. __ ... : , . _. :. _. ,-: ' .. : ::. ~." ":: , ..... : ":.: :~ :: 

- 9·Ex._ *-' :1':-..:,..1 O-.9.3~: a.nl:l-ua:l!.Z;-e~"'7:-":." < '.':."::'" ':~:~::: ".: 
., 0 .. This· -dif,ferenee· 'is... ,c.u.e to· tb..e· S ':at!' .s- us.e-· - 'r­

'of'the ra'tes for- th'!.'s ~:tem as· ac1o'p'ted~ '1~~ -.... - .. , 
D.82-12-,055, sunra, while Edison's figure 
refleets the ~ates i~ etfeet at the ti~e ot 
this filing. Edison adopts staff's use of 
the mO$t :e~ently adopted r-ate. 
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D. Revenue Requirement, Level 
o~ cash Rate Relie~, and 
Ra~e of" Return .' ...... ", '... . " ........... .- '-."" 

Edison coticu-r!"e'(f·~tb-·the,:_~sta!"r'·-re·c6ue1ld:aiiOn for 

balancing accouc.t_t~eat:n~nt.o~~invest:nent-related costs for SONGS 2 
in Phasei-;---'How-ever;-Zd-1son-'-be1;:teve·s-the-·two issues. which must be 

r •. ( .... ' ,,', . - , • ... .... -, ';' r"¥ ~ .. "'" ,- "''''' ," .... ,'" ,.. 

resolved;·-everi-=wi~h the adoption of .a~·:ba!ancing account ic~i:3'e~:':":· 
...... ........, .," '_" •• ' _. ,-. .--< _~.. .", r-.,... """" '- .• ' "' .. L ,-..... , .... _, .... ," _ \', _ ... 

for plant !::l'fJ'estment and investment-related costs ',"'ar-e': _ .. , . .. --.. - '.' 
'3.> 'The amount,'or='cash rat.e'reiie! to be:aii~~~d':;':;'~-::::: .'~ 

as Phase , interil:1 rat.es ~ :: - - ... -, . -' 
b. The rate of return ~o. ~ allowed on l)lan t ". .... '". ,.,' 

i%lvest:lent~ :, ~ .: . . ; . _ . .. -_ "' ~ _ 
Edison alleges that its $361~'6 million reveriue:increase:::~ 

request is.fully justif1ed-by the eVident1ary':';~c~~~'~~'!he'$3"6~j:6'>"' 
, .... " '-' ~.,;.-: ...... ,..",-

million e~tilll3.te is an annualized estimate ~or::the"~riod':: AuguS·t.:15:~ 
1982 thr.O.up~_D_e,cember 3': ~J.9,83_base<i.:.:.6,n_~tb.e we igh ting": o,f:.annual1.zed:'­
revenue requirements of $300 .:n11lio~ ~ !"Ol'."': 1982 and $389 m1il'ion:: for 
, 983.. . EilioIL . ..r.urther- al'."'gUe.s ___ tha t, oaze.d_ on :t ti.:: upda tea::' opera t1ng: .~, .. ~; ':: 

e, 

exa>enseeztimates coataiaed:i;:i~s amen~ent to the app11cation;:'its e 
I'."'evenue ~eQ.Tlirement esti::nate' would be' $402 million.: :"!heret"or-e'~;' '" ::. ,.,.:,:: 
Edison ooncludes t~at the $361.6 million request is fully justified 
and should be adopted.. Ed1son oelieves,:'t.hat the significant Phase i 
1ssue is, how much of the requested revenue increase should be 
allowed as interim cash':-ate'":reiief:in:'Pha.se' "1:::·,...i'tb. the remainder 
going into the balancing account .. =-: ~ . - "'-

Edison' s ~inaneia1" witness: Noel: testif1ea tb.a t Edison must 
have substantial rate I'."'elief' in Phase 1· it': :f.t,:':~is to be a'ole to 
maiatain its financ·ial iIl"tegr1:ty."~;er.edit·stanQing~~ aad· ab1lity to 
attract capital. Accol'."'ding to:'witc.e3s:·No~1,· 'substantial cash rate 
relief would be apprOXimately $~4~mil~ion~ ·Re ar-~~es that a rate 
1ncrease of that magnitude will· ena"ole:~ Ed1son:<to maintain its AA bone 
~ating while leaving-tbie-C~mmissi6n· Wi-eh. su!"~i~ient ~lex11>ility to 
accommoda ~e' 'any: di'sallowaae;es:" ·f'~1.in<1" 'n:eces~sart"-iIl :Phase 2 • 

...... ' -, ..... ,"'" ~"..." .... - .... ,-.. ',. ','~' ' .. ", .... ... 
.. , .. ~ - " >, • • • "..... '.'..... .. - -, .. .,... ' -.. -. ,"" 

• ~4 _ ~ _ • ". _.' 

, 
"" >.r., 

~. ~. 
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.," . -...... : ... 

~d1:son turther-'~ argues :' that :-'tlle amount: ot-:undercolleet1on~:' :::: 
to be held in a balancing aceouI1t~ sb.ould,'be:·m.±n.imi:zed (·~:tnce,::':!'utilre:; ':~. 

ratepayers would' be':required.:to:':?ay·-amount~·:·pr-operJ:Ychargea'ole to 
prese'c.t ratepayers;'-'secondlY; '-::f'uture"'ratepayers~;must: pay the;:'inter-eit c:: 

....- r.... . '" ..... .... " ... ~ ',_. ... ," .. ~ ..... __" > , • _ ._ _ •• ~ • .... ~ •• ' ....... 1 ,..... .~ ... ' _ _ .... 110 .-.. ~ , .' ... , .... 

ae~ruing- on the' balancing' accounts; ~ and" tinally?'; 'it ,the -:f'inaneial~- - -.' 
... ~ ~ -.... _. .~ ~ ,.... - .- • ,.. - ,,' ", r , .~ ," " '.... .."+.,'" -' ", t... .-'" ~ .... t ~. 

eommuni~y' responds adversely to' the . a::nount' of 'eash"relief-' granted,.:~it-
would most-iikely' resO,lt: in "higher: eap1tal-":6osts:':wb..1eb. future'::':',: ," :':,': 
ra t'epayers' ·.nil': 'be:- r-eq-ai:-eC!. to' bear.: ': ::: .'.":'> ,- :.: ~. :.;: ~:::' :::, ',,' .' -: : ~ :-,~ ,. 

Under Edison" s'~ proposal for:: $340 million-: 1n~ cash ra te": ~ 

re11et~ in Phase' '1,"Ed.ison ela±:ns;' that'";: 34.5J" of its:-plant'~investment 
in SONGS:' Z remains.- at risk::: ~ If':" relief~ in' Phase' ", we!"er~ limited": t~ ~-:::e:: 
$215 mii110r,:', as: propo~ed~ by'; tlie staf!'; Edison: a~gO.es that:": over:: 631~- ot· 
its' plant-inves'tment in' SONGs-z:,woUid.-rema1n:at risk:: :-':.':<:" '-: <.::;,",: 

" ".~: Edison 'take; the:posi t.1on:' that' the appropriate :-ate 6f'~ ""~' 
-' • • .... ~ ," "... -. ~~, - ~ .', ,- - ,.. •. -. ~ ...... ...... • I' ". • ,"'" ~.. .... " .... " ....... , ""' ... ~ -""I' 

return"to use' w!tb.' 'respeet 't'o Edison"s SONGS' '2 invest.ment-1's'-the- rate~ 
or- returil: au:tho'r1z'ed~' oy the' 'Comm1.ss'iot{ in Ed'i'so'o? s:'9'8'3'- tes't~ year- ,: ~ ':, 
general rate ease deeision. Ed,ison argues thartr"tb.e- :f2.55-~ rat'e:: 'of": r ~ 

return established. in that p~oceealng.inel.ud.e~:~tll~·~.:Ov.e'r.2' l-:-M'Sk:~.:::=_, . -, 
as'socia'ted:" w!t'!f 'SONGS:': ,Z~:: ~ ~ . ': _ ~ ,~ ,": ":', ': : .' ,- - _. "', '. ':~. :: :<;.:: :.: :: 

: .:::' At' 'the-":Jul~ ,i-5-~:: , '9&3: o-ral:' 'argu1l'lent:, ': 'Be'i'son": :-:eV!.s'e'd·~- ,i t-s,,~~, '; ", 

pOS1~:£OIl: ~o-'reQ.uest' tb.3..t,:, 'the-- :rttl'l '$36 L6:: :n!ll'io"Il:'be:" -g:,ant*: :as 'P'has'e'": 
, eash.' ra ieis. 'With' ~o: bal-ane1rig aCCoun t t~a:t:c.en't::' .. ':"Ed:i'soe;: ;ar-'g'.ie<1~ '~ha t:: 
SO'NGS z:. revenue::-equiremen tS ": ha:ve~ noW: 'inci-ease(i: -from :~:ne:' ¢:'t"-"igi'nal:': .:. -: 
$'36·1 .. 6·m~i:liion ,~~tiiaie'~:-:':' ,'::' ;:'~ ~:, . ,0 ~':. " ~""':'.< .. :":::':::- ~."::':,,, 

, ~: : :Ed'{son: 'stated. 'tha't ±t W11.:1 soon" 'o'e:t!ling ;3,:' sU?p.i:ementa:l'::~:: :: 
!I...AAC appij:catio'll~for~S'ONGS: 'i· to:' :reeover:·thisa-(1d~t.io'Q~al;'>:-~venue-::::, .:. ~ 
requirement'." ,:: :Ed.1son-~uigests': that- an: '1.'tivest:te-nt--re-lated-oalan.eing: ':~:.; 
aeeount eould' 'beeitabf!"'shed': 1,':i' ''i::e-sponse;.:'to-Ecrr-son:''s=' ~s'tippl~menta'l~' ,_' r::: 

MAAC appliea tion it' the Commission be lieve-i"::a;:. :o:a:~'a-nci!ii 'aee'oottt:: ~s;,:,~ .: 
Ile·ees-$ar~i.;" ,', By 'then :'t~' '-Comm:rss'::~:t" :wou,r:C::nave - 'tbe' f"ill r!-nVes ~men tin 

..... ~"_ \' l" .... ~ :. ,: >' I '-.•• ---.-.".. ,.' ,. . '" .. ,"' ....... - "" .- ,', .. ,. '-. .. ". , .... 
.~ -..... , .......... _-_. 

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

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

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

". - ,~. ~ .. , . 

--:Edison ~also arguedaga!.:lst :he. st.a!'!'.p:o:oposal. to, .1iI:l!.~, ,- . _ . 
~, "". - .... """ . . - <". ~""'~ '-- . ...,., - " - - ,-' .... -.........',.. .....','.; '" '. - "': 

Phase ~ rates to, the estimated - t'uel .. sa'lic.gs . from,.. thee operatiop of, .,"' 
• ~ .-,~ '." < "'.- •• - , .- .... ~,- .... ""' .. • .. ··uo~,··'-'"-> .... , ~ •. 

SONGS 2 •• ·-Itelaims·that th::.s·· .... ould.resul:e.in. $'171 million b~ing ... ,,-. 
..... ., - '. "- .... "-' , "-I '. ...... _ _ .... ' •••• < •• ' •• ,_ "~ , .... .,... .: ',. , ... ,_ 

accumulated.. in a balancing. account, 'basea oC .. Edison' s .. esti:na te~ o.!' _ ...... 
• w .- ~, ".. • ~". • T _ • __ ., ,~ ,_ _, ..... _ ... ~ .... ' '....... .. ".... • ...... ' , • ,_ 

fuel sa"lings of $190. million •. Edison. arg'Jed that , .. i!" ,a.,si::ilar-.... ' ~ 
, - L .,. ,..... ~,,". ..... _ -. ...... ' *' _... ..... "," _'. _ ..~....'" 

approach '!Vas a??lied to reflect co~er~i~~ ~i>e~~tion ?f: g~ t. 3".: the:- .. ~ 
size of the under-colle~tion woula" be ;a:-rch ;a!'Se:r ~: . ., __ 

Ed.ison, . in 1 ts oral argument~, made a:lotb.er request for., . ~ 
,. • • ,~ - • c,., _ • , .... ' _ ...... • ~""'" ... '. •• .... _. , 

considera~ion of its rate staoilization,,?roposa;' weich was" also .. ~,u ,:' ~ 
... • • ~.. • '. ~ -" -, •• ... -' ., ' ..... "- _., .. ,-' -oJ:"" 01 • ....... ' 

introduced-in_ i-:.s ~.ay,:.j 983· ECAC case." :-:., :--equests .. tllat., official" . .' .. ~ .. 
- • • I ',..... -- ... - ". - • .." <.' , ,_ • " ,,~ ..... _ ~,"" ~. \wo.,. .. ~ .... __ .... _." _ ._,.' 

notice be taken of. ~b.e ra~e stabiliza.tion, concept sugges,t.ed. i:_ tJ::la t 
• , ' .• ,. • , ., - - ... " ... .,' ,.' , .'~... • ~ "'. - "-- ........ '" , ... e ... ..... _ •.. '", ", 

case anc.that i~ be_given consideratiotL i::~ this proceeding •. :- Edison 
L • • .. '- • • ,"" ... ~ ,~\.o ..... _ ... ... • ..... .., _ .'~ ' ..... _'.. ~~'.... ,'...,t ..... __ .... 

stated that it~ would. ,be wi.lling tO~def,er .-:'he ,b,ene,f,!. t_ 0:. s.ome ,cas,h~ . _ .. 
. .. '.. ....... -".. " ,-/' -." ". . , . - ~ ... , ... , .... .... '" ~ ,- ". ... . ~...... - '" '. -- ... '"" . . . .... - ,-' , 

flow in. the. in t-erest of. more stable 7' :::.odera ted i:lc!',eas.es,. i.!l. t!l.e l,eyel~ 
I ~ .. .'. or'. > ,. - " - ~ • +- _ ••• _..... '" ... w '" ,,_.. ~ .... __ ......... ,~ , _ ~ '" _.', •• 

... 

.t:.. 

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

Oper-at.ion· o·r MAAC-: and Ra t.e. Desi~n. 

Edison offer5 three al~er~at~ve 
".. ... "\-, 
, ,-""" -' ~ ........ . 

ini tial lev~l_ ¢f: rates· 'Woul-d ,be·. ·set· a.:t... $3.1.1.0· ::i:-llion and ~b.e: to~al 
• '.'. , , _. .... I" "- _ .. ",--'_. •• ~ • • .... • • ..... .... j. 

revenue r-equirement. ·for· expeos.es· a.:le costs. wot:lc . .be~ l!.::i:.e~ zo~ ..$36t •. 6. 
:. . .,. - , . ~ . ." .. -~.. .. . .... "" '" ~. ~ ~ - .-.. - .... . .......... '"' - '.' .. 

:nillio:n on. an .a.o.n.ualiz.ed. -basis. .. Oo..e. al ~r!'J.a.:! Ve, ?rovi.des£,or .i'u.l:. r 
• ' ' ', • \" "- .... , ........ , .... ~ -" -~ p' -~ ' ... --...... '" ""',.-

balan,e1ng: accoun~ :treat:nen:t, .. .of, oo:;h. O&M. and~ .~lan,::-r.el.a ted.. "c:os::s:, -:anc.~. 
• <'- - • I .- -- ••. ~, - ~ ~ ..... p _" •• _ ~ .' ". • • •• .. .. {OJ- _ #. ""._ 

another pr-ovides for balancing account treat=e:lt.~ 0: ,all ,?lan~-relat:e,~ 
• T ... ,. .- .... _'. • .. _ .............. ~ '"". .... '_ \. 

costs· and. fi.x.ed. rate. treat:.e~ of OleM expens..e.s .cot sub j..ec t.. ,~to the 
...- -.. - "".'. .:...,..... ...... • _.. '... ," - ~. _.... ,. ...,... -'.... .... "" '-" ~ 00- .~. __ 

balancing, accou.n.t..-: _ ,At: the. ;Ju·ly.., l5-r: .t98~ o-ral-arguments., . .ECliso.!'l., ,. ~:' i 
-~- ... - - .', .... ~ ~'''"'-''''''' ..... -- ..... ,,.,. '-', .... . 

s1.lggest.ed,.' a~s _a ~thir~ alt-e.rna:.i .... e., tllat- no·· balancing. accoun.t...".~ _', .... ~ 
.~ ~ ... .' .. ..,... " '.. .. '. ,.. .... "'.... • '">- ... - • ' - - .... ," • 

t.rea tmen,t, ·o-e- a.do p tee·. ~or-. ·e:..t.her-nonin..vest.l:len.t-re:ateaexpe:ls.es ,o:r:, _ ~" '. 
' ,. .. ~ ~ ~ -' ... .... ...."' .... .... ... , .. ". .... '- , . ',- ... - - ..,. .... " ~... ... ~,........... .... ... -, ..... ; .... " ....... :. 

invest~nt-rela:ted. . .expenses.". '. ~ __ " ,~ ... __ .. ,~._ '" ~,." 
~ .... ,. • '... ,.,. .,.., # ~...." • ,,' , .......... '.~ , .... ... - -~ ... ~ •• , .... '"', ~ ... '- - .. ...' .. - - '. '.., •• -- , " , 

.. ',~ ·.Una-e:r!J,ny. al-t:ernati 'l~:,; ~Ed.i~~n_p.r.:.QPo:ses tb.att.he:: ra.t.::::l_e':~l:. 
be developed by alloca~i!lg t~e MAAC revent:e requ~rement. t.o all 
customer gr-oups on an equal ¢/kWh oasis t thereby :aintaining t.he 
exis~ing rate relationship betwee~ cust.omer- grou~s. Edison also 

advocates the use of its forecast of sales y which ~~s not contes~ed 
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......... ~. , ,< v •.. ' "'''.: , ... ':- 'P~ ..... '~, : ":''- :: :,r ~ :;. -r~. ~.. ., ., ....... _', 

by any party," a:nd. theJ ,use. or., ,erc.en tage's~, ~f:o.r.. fl"'ancb.1se .. fees .. , .ane. 
un~.Ol~~c:t~bles ~d~,~.ed~ .:in.D .•. 8'2·~1'2::05.? .~~ O.~.~~OPO% 'a'n~_ O~.?!~~~!-·,·' ... ".-
resp.eetively .• ". _ . 

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

F. Target Caaaeity Factor ?roRosal 
_.', ............. '" '" ......... l: .,::, :.- . .: .. , .. H' : •• : • .,,' ... 

During .~tbe, cou~se. of_ ,.the 'p,ro.ee.e¢.ingJ ·stat',f. ¢.tnes.s Knecht, ", .~ 
propos,ed,.that ,~' 'p~osp_e~t'1ie-stand'a'~~~ ·.~'f, ,~'p~e..r-a~.i;g, P~~i.~'r?a~e~7~ ~~:~~he" 
form 'of '.a ~rge.t·:eapac.iti ,fae't.or" .b.e'··~.e~ :up_ t,o ~ui.,E({i,s_o.t;,tm~re' ~ai,,':' ~ 

.... ,-, .,' ~ .... ~ >,,-. •• • • '. ~ ... • - "" ..., ' ... ~.' •• "',. .' ~ ..... ~:.. .-:" ......... , ...... - -- '" •• ""-

risk for the operatin'g performance of SONGS 2., _Un~.epthis ... s_t~r.~. " . 
proposal,the. targe.t, .eap.aeitY.,t:ae:t.or ,for:S.ONG~2,~w.O~-ld, _~~; .. s:~·t at "65%' 
o~e:- the 'li!'"e or the 'pl~t aDd Ed-1's'on 'wo~ld keep "any fuel-cost "r 

_ _ ", ~" _< ,. ~ :. ,~." .,' ,: • . '~ , >:: :- ~" ~.:.. . ."", ."-... ~ '7 ." ... , "~ .. ,~ I ",~,~::,-. --::: f>:-: : :-: -: .... : ~ ~ ... : ',' ~ ,,. : 
savings, .or-pay . .f.o~ any f'ue.l ~.os:t, exc.es.s~s 7 .. as,so.c.ia:ted .. wf. :h, .a~t.ual, _ 

.. ,_'.' _ ,_ .... .., .... ~'.,. __ ., .. _ •• ~_ •• '._ •• ', .... ' .... ,'. _ .',,' ... ,~, c .. ~, " _ " .... " 

plant operation .tha,~ .1,5 .. ao,0:'te. or. b~.l.o~ .t~s targ~:t, •. , .. ..; _ ' .. " _,.. ~. '._ 
. . ~ ... - .... \. .. .'~ ,.~ ,... ... ... ~, - .... - ... ~.~, .' - ........ - ,".' ~. ~ .:~ '" ,'" .. - . ...." -'" 

EdisQ,n ,.ar:gu,es_ ,that, .in .establishing .,the ne.e.d, ~f'o.r ~s.uc.b., a., '.'. 
"~:.:: "'. ~._:. '" ,- ',~ ...... _ ....... ' . .,. • '" .... :,._ ~ ' .............. _..... ~ "",_,' __ " _ •• , ...... ",~v' ... 1 ..... /: ... , •• 

prop.o.eal, sta~f relied .on allege.d "failures" in Edison's :-esourc,e 
. • '. ., .:,. " ~ ...... -.. . . ... ;. : ... - . L': ," .... ': '.' ~".'.. I., ."".~: -:. ~ ~':. ~:" ':.. .' .: .:.. I'~ . .. ~ : ~~- = .'... :'.~. .... ' 

planning •. ' .!he.se .hav:e, in sta!'"('.s. vie,w,. le.d .to. eos.~_ ... ov~e:-:-~ojs. an~. _ . ~ . 
" •• .~ • ...... ~_ ' _ ,. __ ~ ~ '. '. , .... '. h~ ..... _ '" .~,.... ., .... ,_; 0"' ~ _ ~ _ ......... , ~'.. • 

sche.dul,ing. d~l.ays _in _~he eons:c:.ruc,t.i~n.. _o.f..'pl_a.~ts. such, 3:s, .~.ON~,~ ~~~7~t:~~~ 
inabili ty.to,- .a.ehievee~ee't~'d· ;e.r.for:n~nc~e- .i'evel.s in, SU~~h' ·p.lan~;·:::::· " " 
ACCQ;d1ngiy,~ 'Edis'on' 'argues, the' s'ia!'"! is·ba.s~ing' the n~~d ior: th'e-" . 

" " -. -'. '-- ~. . - - , ,.....'... .-~ >,. .. ....... '-' ~ -, ~,..... . .. :" ~~ .:' - ,' .. :: :-- ~' .~ '", ...... : :: ,"' :... ':: 

target capaci,ty fac:t~t" ... on some .,imp.1ied. _imppildenc,e .. on .. tl:;~. 'pa~.t.: ",o,f .. ~. _ .. 
•• .~. • • • ..... ~ ...... ,,' _ .. ~..~ _ ,., '" .. " ,., ..... +- .. 'c'" ..... ~ • ~ '-' __ '_ ~-n.'''~ .... 

Ed.is~n .... ,~Ed1so.n YO.ints ,outt.haY .. the 'p~u~ency_ ,o,r... ,1 ~~. _~.c,tion_ P~.g~.~.d~n"g, ... 
• - .' ... -. ..... ..., ," • ,., ' " ••• ",' ,,- .,....." - ,,'" "c· "'" ,. __ ,'.. '-., ~ '. ".-' :-' _ ~ '" v _ ':' ... ~,'_. ,,' "",' ... 

the constl"'uetion ~or .. SONGS is JlOt at issue i:l. this ?b.a.se.1 . 
proce~c1in~.~:'·Furt.herT Ec{isodarg;.e~~ t~~~:th~ pr~d.~~~y .~i~;~ -:' :c; ... ;:~.~.: 

",', ,,-", 'o,-'''~, .: •• :: •• ,; , •• ~: : - ~ •• r ._ •. :' ~": ,,:- ~" '~.. ~: .. ~ :.:. :." -.,,~:: ~ ::.. ':---. ",:: . ..;: :: .". .:: ,~, _. ~ 

operating performance level achieved for SONGS can only be a :latter' ' 
:"': ~. '.' ~ ~",~ ....... ,\ ,--- .. : ~. , .- _ .: -: ,:~ ..... :. "' .. ' ".,:: ._:.~ ::;~ _ ~... . ... -: _, '". '," . _. .' .. ,' ~- .. ,.2'~. ~ ~': ~- :"' 

of' speeul,a.tio.n_at"this .p,oint. _ ,_ .;.;: ' .. ~"_ ' .. ,~ ~ ' .. ~ ... _, . .-"', .... ' .,' .. 
• '.' • '. ,',' ". '- .'., _ ••• ''-0. ', •• ..., '<-,.. ~._., '. -.'., ' .................. .,.1-- ~ " ... ..."..:' ........ ,.,.~-'""' .... 

Ed.iso.:n contends ,that~s_tat:r'~s .. pr9'pQsalis ba.s.ee, .o.n ~faul.ty _; 
econ.omiean·al1..s1s_i.ntha.t i.~ "im?,11.es .~ha~.~y~~Sh,1ft·.:':lg,~1ll9·r~. ,~~s~k.~· ~~o. ~ . 
utility inv.esto~s:~:·~ee.onomie ',e!'iie,1ency :,dll~'oe·pl'"omo_te-~ ... ~ jdisO.n.t:s,:~":-: 

• • _.. •• ~. ~'... ........ • .... - .,. ,', "'~ P', • _.... '", '_'" - ,;. 

recut tal ,witness" ..Dr .... Jurewi tz .. ,te.s,t.i~i.~d .. t..hat_ .. unr'<7gu.la.t_ed. _ _ ~ " _.' 
· - . . -. -. - ~ . " - , . -' ".., ___ ."~ _ • ~ . "" _. "'. .... ',_, _.-... 'u'" T .... .. '.. .... _ ...... '. _ _ ~ _ _ ~ ..... 

competitive markets do not exhibit any par'tieular d.eg::-ee.,o.!' ~i!l.~e:s:tor.. ~ 
~ • ..,. '.," .... v' '.... ... "" "' ... "'" 

risk-oear:ing.-... ~atber, ~t.he_ al~~eati~n .ot:, _l"'i~k.s,.be.t~e,en_J'.r,~d:ueer:s and 
. ' . ~ ..... -~r.." ~- ' .. ~ ""> '.' •• t __ 

consumers.va~ie:s ,.f.rom .:nar:ket .. to .. ma::ke.t ~and .is ~:::-i.ved .at, .. t,b.rougb. ~ ___ ,. 
"~ ......... "',.... ',i .... ,. ,_._ L. ',., '." _ ",' •• ,,_ ..... ' ........ ~,,~._\ .~ '," L'" , ..•. __ t'''''~_':''"",'",,,,~~,,,, 

proce.ss ,o.r.nego~1at.i<?nbet"l.een such, p.ar,~ies. ;.!n .the e.lec.t.r'ip".)l.t.i,l·i,ti 
.. ••• • ._ ..... • ,_ "" '. - , .• ' "" - .' _. ..... ' •• " .... .. '.. _,. .' - •• -. '"' '.. ." I,...,.. _ ~ _".... ~ '" '" _ •• -. 

industr'Y, Jurewitzargues, consumers may bear- more :-isks associated 

- '6 -



A.82-02-40, A.82-03-63 ALJlvdl/jt/md 

with producer performance but they pay p~iees that ~erlect lower tt 
eapital'cost's· ·and:' 'fewe::"ec~~omic'~ent's": io~ ~the ut:11:i'tY~"as' 'a;''"':-e-sult. '" 

~ . ..... . -. .. - '. '. ~ . r.: ,~ .,,", ~~ _ -, ...... _ ":":: ," ~ - ,'w... ...... ,.'~ , .. ..: ~ ... 'i ';J , .... ,", I' ..... 

, Eaisoll a'rgues' 'tba't' t1:ie starr fa'11'ed --to~ cO'tls'!,de"r- 'a~ce'q'u'a't'e'ly'-

what Edison foresees as a delete~ious effect on its cost 'o':r '~e~p:iia:-1.; -
associated '\lith the ad.option of a t:~~-~.p~~tY~~-fid.t~r:':io-';:':;'~~::::'::;' . -= 

SONGS' 2'~> Ed'~s~'ti' ~On$ide';~: ;tbe' :t:a:::ge:t~' ':e~p~city' iaet;~ ~;t~: -'0:; a 
, - '. ,...., ..... ' -. .. ........ c -. r. . .... ""' ... ,... ..., _ '. ..... .. .. .." . ~.... .... ...,,........ ... ,.... ~'.... ... ., ........... ~ ',< ,-, 

significarit change' In: the r'e'gula:to'ry' 'Wru1.es' 'o'ftnEf 'game"" '.,.rhi'ell '~Ni1:r ' ¥ 

,~ .... "-, .,' ,'. • r- ':- ..- T' .......-.. • r. "~... .' ,". _ ... -..... _ .... , ", _' ,c ..... "... " 

disru~~ iriv'est·or-"'exp'e·cta·t:.io:~s ':~nd:. nav'e"a -c~'ill!'n'g'e'rfe'c't' cia :rts' - "'"" 
ability'~'io rai;'e'~a:'pi'tal·.~ :-, ~. :- ':'~~,,,:,,:'- ,"<, :;~"~~',.:":':: ",'.::~' ~':': :';_": 

'. • ....".. ... ".,.: - ~', - ,...,... #,,-' ~. ~...." "'.,..., • ~ • .,.". ," .. ~ .. f'" '., .... ,,.... .... ,...... ... '" "1,-' ,- , ...... -. "'" 

Ed.ison "qu'estion~s 'tne "effi'c'i'ency'"' ga:i!lS~' -tna't"'statf ~ se'e-s""~ - ., • 
.- .... ,..., ",-,' ',. ,._., .... ",,- -, -~. ~- .... ,..'-:: ~~"... " .' r ... •• -, • --~...., '-"r ."~',., .... '"" -" ~,' 

tlowing 'from -the proposed per'forman'cestatldard'.-· Edfso"n~ eo'n"t'enci's that" 
it w11I "ha~e- ':i'o 'ef::e~e-t::'on platin'i:ii,' :ei~id!e~-e:l, 'as' ;i:;:tf:'-aif~ges;3-"-" ~' 
Edison argues that 'it .£; also+"do'u1>iiui ~h:e'tn:e'r ':tbere~ ~w£i! '-'O;;'ny :: ;- . ' ~ 
effect or: ~o'pe-;;tional :eiti.:er:ec.:ey:~: "a,-ii t' -ha:s: Y·icit,e:ci:::c<>rii.:;or over- the 
PlaIlt";~ "c:~p~~itY::facio;' :i~ "tb.i "-!'i.~:~' o=r'-'n~avy NRC"':~;~:~l~:t=i:d~~ a:~d: ~:6-=t,be'; 
faetors~' :Edis~ri :edtielud:es ':tba t'"tie Co~1:;slori" ca:~'~::l;~;-e:::-tha:~;' tb:e':' ~ =-. 

'. ~.' •• "'0 ..-.. ~ --: '-,' .... ,.... ", .'~ -', "". ," ......,.... ." h ~,. • __ ...... '-. ' ..,. ... , 'n " ... ... ~ ... " _ • .. , , -. r, ......... ' ... 

company has'made sutfielerite!'!'or-t" "to' 'aco."ie'v'e 'go-od -~l'ant- 'p~r'!'o'Mlane'e-
• r _. ~" ... ~~,'. ~_, "'- .-.", '/.," ~ .......... , .......... ,_r' ..... -,1"* ....... , ..... ~ 'j. , •. t'" ...... :, ..... ,.' - - .",,,., ~ _.'-/''''_ 

'oy re!ying"on "the' exist"in'g 'ECKC'r'easonaolene'ss' 'review proeeQu1:"e's'; - e 
' " 'i~is-o~ri 'adk:Eo~l~~d"ge'~ ·th~;;~ ~':er~~£:l 'oth'i:=: ju;~i!fd::2~t'i';ris:1i;;;~:"~ 

establ:[sh;d 'pe'~for~n~:e~ s:t;:ldiri;~f~:-;':-::lud:Cear~ :Pl~riis:~ but~ :1i~':: ,- :>~:~ ',-: 

c~is"ii~~s 'th~ ideclii '~;0:'p~';al>:t';:~e'''';ric1ci~ar'ii'''' "ii.fie~e6.t:~:' ·~~d.rs;n:::':~:: 
argues. that theV1-~gid£i" E!'ec:trlc~ Powe;"'comp:irii', =CvE?Co~): ;:i.';'ij;rit:i:;;~ ,"" 
plan, which s~!'r' :p~:(:its to'"~ai '~':-p~~aiiel exaDi;ie~~ bi.;'€~~ it~::t"~rie-t' ~ 
per:fo'~nceie;ei: -on~: a:ll ~i:i~~st:;i ~;,f~rag~ c:--ite~'iori "wr{idti:;" '~'iai;c: ='dri ~ 

.. , - ,~.... • "'-'.... ....' ....... ,.., ..... ", ,. >,~ (" - "':' 

this reeor-d, would be closer to 55~ tnatl-: staff" s· ""t'ar-ge't "of v 65~ : ' ,,, ,.' 
EdiSO~ "I"~'gards"th~ us:e '0:: ':iii:o"";' ':;ia:nn!~g'":'ta;g~t '-;i 6$~':'a:'~ 
1nap-pI"opriate~ =ior :tli~; 'purpds~s:'d! 'a::l'opera:'t'iori'~i ~t:a~da~d:;;:":"Ed1;~~::" 
also' views -: tll:f:s' ta:rg:ei as' puti!tive" 'i:i ~igh i -oi' :-tb:~ :l::l~d,.li€ry ~a:ve';~ge': :. 
and in lighid'r th'e 'iiet '~thai'~:ei!it<exp~~e'ts~SONGS ~2 't:o::,;p'e-r.~t=e:-i.n:::­
the "55~'60% ·:range~~"· .. ~ . -.'. - - :.. -:,; ": ':;" (,,-;".: ,:. ;. ::::;':' 

. ': : '~idi;ori '"a1;0 "notes '-thit --:tb~ 'VEP'CO ?:iill; ~ ~~iiie ~;-cht't";' ._; .~ ,_": 
proposaI; ":i:lv;lve's 'a ·'ne .. utra! . "deadS'and ';:a;oun-d::-tlf~'t;a~'geiill ';~h!~!i':1o 
incent:rv~s 'apply. ' . The "VEPCO -;ia.~: ~£~o ,'l3:'ces:a '~da?~n :~e·;a;ds ~:a:rid ' .. ~ ~. 

~. " , . 
• ' ..... J 
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, .... ~. ,-.;.:. 
....- .. - ... ',' ~ 

e penal t1e3~ ~ and~ explic1 tly:- conside:-s ·.un1que;:;:>lan t ~ factors;;,' ::-Ed.:1:son.~::'~ -; .~ 
also. note~·that· ~Wa.rds ana penalties under the staff proposa!-::wo1!ld'.: 
b·e tied to."volat:t.le":oil- an<1,~'gas':priees:;'~ -,:-:~;, .," ~)' ....... , -.~-.~~:~'~' :-: .. ," ~.:.: .:!,-.~; .. o. 

'. Ed.1'son· concludes . .: tllat if: a"· pe:-formac.ce: stand.a:-d.: wer-e toZbe:·:; 

consider-ed~ for SONGS, 2,~ 1t.~should-only: be:developec·atter'. that 'Plant:,,:.: 

has matured"ar:d~ actual:operating experienee~~l1as been: gai:led .. .:': .. :: .~.:<::: 

Furtl1er'~,follow1ng: tb.e~ example..:o!' the~Commiss1on "'s:.acti;oXl ... ·on~ SONGS.::.:r ,..:-:: 

Ed1son~ argUes that-.. 'the'standa::cL sl1ould.,: only:- be consieered.::: pursuan t--: to;. 

a stu<1y~which·~·cons1.ders un1Q.ue::pl.ant,,!actors .... and:-:safety:que3t1ons::' .. :':' 

E"dlsO'tl 'fe'els: would. be:~ raised: by,::'the.~· imposi tion:' of~' such: an i:lcent1 ve::.. '. 
G. COD Cr1tet"ia~: ~~,'~ .-':.~:::" ',.-- ... ,: :::-:-~: - :':: :: =--~ ... ' 

.~ At.. -the. oral argument.,·: Ed.ison again::: :renewe~·: j. ts..: request'., fo:'.:­

the Commis~1on:, t·0~'·reeot1s1de.r~ the COD,~ criteria.:' ad.optec.~ .. prev±ous~y fot"::, 

SONGS:' 2'~ -'Edj:sonargued' that':': th~: c.omp-le.tion.:· ~ ,the,~ 200-~our~> war:-an ty .. ,,' . 
run at-the' 1 OO~ ~ 1)ower-: level. is.' t.oo': rigid: a;: c'r 1.terio-:1.-:: and:; is: un;oe-la t.e.d.:.-

to:w:l1at 'should ,'be. c.ons1dered:t'or::- deel'ar1:rlg a~ p-l'an.t"::. to: "'be;:· '.!'uzec.-: .an'<i .:; -, 
u~erul.-1'r,'· ·'Ed~i.sori~ reques.t3: :that :the~ :Commissio.n adopt, opera:.:.ioo.: .a.t.': :t.b..e:· : e SO%- power ·"level: "fo:r-' l'OO hours~.as:the: ·COD.-c.r1:ter1on_ 'Ed.ison: a.-....gue.d.:' :;:" :: 

tlla t cQnt·r-aetua'l.:'w-arran t-ie:,s:. ar-e: "U:Sea ..as,,: "a;: 'oasi-s: tor: 'ev:aluati~:, :, .. ::: .. : .­
eq,ui.pmen:t: :a:nd~sy.stem.: .. ?e.:'"~o:r:l.a:n:c:e: .and~~~o·r .:negot!.a ting; '3ettlemen~: .of-:-:~, : ;~ 

clai:ri:s: \l1t.1r -,!t.s:-··s:tip:plie:-s and :en:g±neer..ng-·con:strt..~tor:s :a:n<i': waS': -n.eye'-r :: 
in ten<fe"d·;to . eon:s.U"tu:.te.~ ,a ·."u~ed.: :and. u:s.·e-~l ": ::t:es t:;.. ':::Whi"le ·cl-aim.in-g: :,tha:t: 

it will soon meet the 20.0: hcurs. a"t' .the.; .tOO,$.:1)o".ier- ,:leY:eJ:: :C~1:t_e:t'"-i~n,.::· . :.' 

Edison a:-gues. that it is improper for the Commission to a~l>l~''S~~e~ a. ~ 
str1ct:;- ·unrea"sonable·c"riterion,'vh1cl:l>:i-t 'cJ.ai:ns. :i--s.llnre!.a ted:' to when a 

plan t:1.s : ":used~ ..:ana: .. Use ful..:": ' : ',.:~ ,:-: .: - ~ ....:.: -':, :::;: ::".~ :"::;" :':.: ";., " 

.. ~~. ......... .'- - .. 
..... -. _ .... ' •• , ,_ ... r __ , ,.. .... _ " ., 

A. Costs _A.3soeiated...W.! tb., " ... 
Plant 'rrivest:nen't· .-. J ..• ' 

-" ..... 
"'::" ' ..... --, 
'.P ')~ '_. ..... :.... 

- ...... ,- .. ,- .--...... ~ ,. ~ ,~ ' .... 

""'" ,'" " - ". '''' <... .' 
to ~ ..... " '-.- '~-_T "- _, • 

'In i'ts' -appl·1c:a:t:L~n.,. :SDG&'i ?'ro·p:o-s';:s to~ ';~;alls"ier to' ifeetrfc': 
plant in service and ·~ate·~·a:S'e ati':a:co'urii'-totai"iii $Jij~3 ':i:t'nion\a:i"':;':-: 
invest:nent :-eflect1:lg its 20% interest in SONGS 2. The d1:-ect co.s~ 

--:i8 --



A.82-02-40, A.82-03-63 ALJ/vdlfjt,: -:. ,.... ~ . .: 
"_ - - : - - .> to ~'. 

por-tionot~::the acove' .. total ~·""as:. 'oased,··upon a:: 6q~l:+O%.: a1.1oca:t.ion. o!:: :=.he - e 
estimated.dir-ect costs tor- SONGS 2, and, 3.: l'he oO-40·%-;all.ocat.i.on· was .. 

based on an engineering study ..... b.ich.:allocated.. all·cornmon.:plan~ ~o_:: 

SONGS:2 cOllsistent .. with·· tb.e~acCOQntiIlg :-eq1'.lirements: se.te-i'.or.t:' in the 

Un1!'orm System. o!'. 'Accounts' !"or:electr-ic·~ utili~ies -.::: The $~'} 3.: m1llion:< 
total also, includ.es ~·overhead ex,enses of _ $.i·35-:-m111ion'. of--: ..... hi¢'b.:.$:i:24·· 

million. represents: AtUDe.·. :Although.·:e~timated.::projec'~:,: eos:ts0haye.·. < ~ ": :." 
in~r-eased.'": substantially since~ the: aJ)plication ·· ..... as:. tiled:, SDG&Et.· ha.s .. _ :: 

not m0<:11!'1ed. •. 1 ts~' reventl.e . r-eqtl1remen t. reqtle~t,.;:. Instead.:,: SDG&E,.; no~~:~· . 
supports, its al ternat1 ve- pr-oposal. to" allocate~ cap':Ltal~. costs:. for- .sONGS":: 

2 and. 3 on a 50-50 basis to shar-e the common pla:lt costs.,,:eq.E~~Y:;~, 

b etween the·~· t-:.lO;· un!. ts",:~ SDG&E:!.s .wi tness, Strac-ean st.ate<t~: ~hat SONCS 2 
and. ~ 3 ar-e~ d:aplicate:- r-eacto~, and.~. that. actual: cost.s·,·fo'r::, SONGs-~2;:, ·and. ,;3-:. 

-.."il1 not be': loow:t' until beth: tmit.~· are'. comp~e'Ced'~:" '; 'He :te~.ti::;tiect: ~at~~. 

the'pro"jecv- is accounted...: 'for jOiIlt'l:r:: and, sinc&. no--separ-~e' a¢COunts-;, " 
are maintain'ed !or.' SONGS~ 2-, 'SONGS: :3,. or:. 'common:: .!ae".-:li.t.-:'e::,r,:, arry :amoun-t· 
ca1>1·ta11z.edw1:11 ~ have::t.o .boe. eased.:'on .an .al-loea,t.·1¢'tt.: ". 3:-e:,t)..:r::theT. ,'::': .. ::.:. 

t.estified.·· t::a.t i! a .. regtllatory:.:oody- :d.et.e~nesa~ ap-prop:r-iate: :~'.:,::- . e 
ratemaking :tr-eatI:tetrt.:,'. the ... F.ed.era·l E~ergy: :Regula·t¢-r-y·.Co,mm1:$,S:i..o:D.:< :.' ~ 

noM13.l1y. -.. ould:' acced.e' to' :that "Commi:~ion:',s:-·d:eC'iS.iO'n,.:- ~.ey,e:t ~t.hougb:,-:i:t.. " . 
:nayd:iff-er- !'rom tne-t.:"ea'tme:n-t· -prese:-;;;'ed. ~. the .U;l'!~!:.O'r-:::n: :SY~'~:e~ o:t:-::;., ,'~ 

Accoun ts.. ." Si:.s proposal: also : .. ould.. requiTer, :acc-u:nrl.ation: ;0'[ :.A:'JDC .·ott.- .. 

tha to- :p:ortion':of ~la:l t 'assoeiAtect.-w:. t.:h SON.OS 3". ~ ...... :: : ... :' - ~ :', ___ .:. ' .. : -:_ 
B ..Exoer!ses· .. _ .. h" .," ~,..... .. _ •. ;:::_'': 

, 

. , ':b.e"funda.men.tal ,d.i!'f~e::ee :Cetween :SDG&E .and.~ :.thes·tat:!', ::.iSc·. 

·.."het.her SONGS O&M expense~ should 'oe subject. .t.o' .'oalan¢ing .. ·aceount' .-:;',':''' 

treatment. While SDG&E ag~ees t.,¥t. .. ~~NG~ 2 ,~~e!'lses are capaole o! 
estimation, SDG&E questioristb.e ~d.egree--"-o!' ce:"ta!.n.ty an.d accur-acy o! 

such estim.at.es. Ther-e!ore, SDG&E 'oelieves 'oa:fatic~~:g ~~6;c~.#t :: ::"~:~ 
tr-ea.tment. i.s appr-0l?z:~a~~. i.ll orde.r.. ll,Ot _t,o .o~r:~~r.:~:t:s~-so:.~·~e~~-ree·r-s·-a:l~ 
ratepayer-s wit.h :t.he :-isk of icacc:u:-at..e. esti:llate,s .•. ~ 

~, ..... ' ,- .. ~ '- ::...., .... . - - ~ 

.., - .. - - .... .- _ .... ' .- .. ~ .... 
--..... ' ........ ....-
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SDG&E argues that in i t:s 'ca'se~, where Edison is the 
operating partner and the ".utili.ty w.ith __ d.irect"contr.ol over- expense~, 

., .·4.' _, .. _ .... ," _ ,.... :...,' .. ... ....-.:, __ __ "'~' ,; ... 

the reasons used by the staff to justify the adoption of fixed 
:~""'. ,., ..... '" , . "" - ~- ,,:",' ""~'r"''''~':' ".: "... -' "- .;,,~ ;'~/"~' -'":' ': ... '::"""" ........ ,";:"":: 

estimates havelitUe. just:iri'cat.ion~ -,:sDG&E:,--~el'::-ev:es::'a:,-=ea'sonableness 
...... ,~ ... " +,' •••• : "" ,_ a ~,o ~ •. -_ -:.~, >_." ...... .i·r'.:".~.:,'- V 

review of the--baiane'1ng'-'acc'6uii't'--is'best-'-oecaus-e:--it--pfovi'c!-e-s- a r-eview 

of actual cos.t:s.-incurred in r-esponse to actual ,~~.en.ts. 
SDG&E.--.s.upports Edison's plant specif!'c'--e'stimate 0: O&M 

•• • .: .' ,~. ._ ..... :- 11 '-:,~ .:: ~~ •• ,- .:' • " ": .~ ~ ~~ _ .~ .... ,:. .:- .. 

expenses, arguing that it is more detailed and more care!'ul,ly 
considered than that provided by the stafi:.~ ·::'SDG&E ~:riC~~~~dS that 

,.., ..., - ... ,,.... -,-- ' .... 

Edison's estimate should be adopted~ with or .,~~~~U;t;.;~:ancing 
account treat::nent, as the best est!ma'te.. $DG&E'~er-:;_tl-¢i:Z.es the stat! . ",... ....,....., ... ~ 

averaging me'thoc1ology, arguinS:t.hat,: :i_t-: '.relies: ~.OC:: .Ji ~S;ic:gJ;e year-' s 
____ '·d.' __ .... _' •• 

average costs- and.does not rely on any fo:"'mal sta,ti:S:t:i:Ca;l analysis to 
valid.ate the :,estimate.. SDG&E :~~the:t~:-{aults,th~ .s~!':-~,e:stimate 
because i t:!ailed to consider expenses re,s:ult.ing --::::oc: t::h~ s:all SONGS 

site, seis:n~~:t~qu~:",ements, or tbe larger size ~o:f: SO:N:G:S:~-2 compared 
wi th the ,other. :nuclear plants included ~in~ ,t-he:,av:.er-ag::1::ng,:p:r"O.cess. 

'I'a'ole:3 :shoW's SDG&E' s estimate ~f:<r:ev:en,ue.s-: can.e. :expenses 
aSSOCiated '~-:th: ~its 20$ inter-est in~ ,S,oN;GS .2 ~upo.n·,c-omme;~~:!-,a1,: 
operation;- :S~G&E's witness Malquist testi!:ied~:tba.~ ~:is¢:n{:s :-evised 

esti~te of O&M expenses would inc:"'ease total ope:"'ating expenses by 
$3,457,000 to $79,670,:00:0· .. _ Si-nC:e;',SDG&E- i·s:seekin-g'·'oalancing account 

treatment for these ~~Xp~ns,~~.;::(t:;:~~s. Aot" .-::~~:~'e.:d. its r-evenue 
requi:-ement :-equest to r-eflect this .change.:, . ::Should the Commission 
adopt the staff's pOSition to adopt a fixed O&M esti=ate, SDG&E 
r-equests that the Commission consider the higher O&M expenses 

resulting from Edison's revisions to the extent possible under- the 
$119 .. 9 million limit to the SDG&E rate request. 

- - 20--
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e C. Revenue ,~Re.quirement,::·I:.evel 'oi' .:::Ca..sit:::: :' :.. . 
Ra te Relief and Rate of Return, . 

, ..... - ."'-
, .... . ..... --.~ _.'" 

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

., ,...,..~..-

~ or'. ~ ~~-. '_1_ 
.• - .r' __ '", __ ....... :_ •. ~ 

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

'., " ",SDG&EreQ.u·ests ,that.~al~~evenues.co.llec.ted. .. ~und.e.:; MAAC _be _ ~,-._ 
sub j ~~ t.t~ ~ balan~·i~. a:~~~.u~t~ ~·t·~e·~t;en~:. ~,' Al~.h~,ugh' ~e ~ ti:lat.e,d. " ~~Pi:tal.·- : ~ 

~.~ '+ ,~. • - - .' , ..... ,', _~."" • '_ • .. ,...... -::.... .." _ .... '.. ...... .,'. -, N, _ ~ ..... ':.' " " • .; .... ,,-,' .. ",.1 ... ..,., .. ~ _. '" •• _ '. ~_. >,-

cost;s .hav.e _in.cr.eased, .since, .the.f:tlingof.. .the. a;'pli.cat.ion in. ,tI.ar.c.h j:8 r .".: 

; 982: . SDG&E . ~i-d ,n;t·ch;.~s~· "i;, .;~vis.; . its' ';~xenue;e,cL~i~~~en't .,: .~ ..... '. ~ : ... ~:,": 
.. .- '.''''-< ' .. ,_" ~"' ,'> •..• _..- .. ~,,_ , ..... > ...... ~.I ... ~ 'o,..,,~' .......... ,. 

reCl,ue.st. In~t.eaa, .... SDG&E asked .:tb.e.r.~mmi.ss.ion .to .... ad()p.t .. i~.s ... alt.~r:nate .'" 
..... , .... • • p- - _. • -. "' '" ~. .......... ',. • "'.. ........,. ~ -.0. ,--'......." "w' .. ',,' """. > __ .. > ... ........ • " ~'...... ..... ... 

prop¢sal of ,allocating .. t.h,e. di~ec,tplan,t .,cost,sof ~SON.GS _2 and .3" on a .. 
• ..... '" .r ••• ' , ", "'''' ..-\/~. '. '.,-, .".0 ..... : ..... ~ Ow ... "_ .... ,'" .~ .. _ .... '.,." _ .... ~,.~ ~ .... ) ~~' ... __ ...... ,. ... .... 

50-50 basis "ra the~ , than on a 6.o~4.0 .. o,asis as ."ropo~e.dby ~~h .,Eei,s,o,n ... _ ., 
,." '-... _ .......... "-- .. ·.·P.··, ......... ..,.-. ... ,...."-' ..... ' •...• ' .... _ ........ -." ..... .-'too" ., __ "",_.,,_,_ 

ana SDG&E in their- original applica·tions.. _ ." . ~, . ,." .. ' ." ~ ~",~" ",,~, 
...... ~ ~... ~ • ".. , - ~ ....... .... '- ... - ... ~ •• ...,~, ,'" ?,' ", 

, SDG&E's _t1nan~ial ·..rit.ness .. Haney ,testi.~ied,._that :~e.:;e is a 
• "- ... • " ..... _. • __ ." • ".' ." ,~ '," • _. • ~ .... ,_ "" ..... _ ' •• ,.. .J "' ~'\ • • .... J ..... _ t_ 

compelling :::reed. ~o~ . a timely incr-ease in cash. ear,nings.upon .... the. "., .. , ~ 
~. . • ,'_ ___... .... '-- •. v .... . r .... • '" •• , • '.' ". , ..... "' '" '" ••• ,... ,-,.- , .... _ .,'. ........ • ~ ..,,..,1 " .' 

commercial.,oper.ation of. ,SONGS c, 2. . He. ar.gued ~ tna t al thoug.b. SDG&,E 's, '"" .. ~ 
" ... _ ... .... -~ ~ ~. ......; .•. ' •• ...... ..._ r'~ ...... '. .~. ., _ . j .... '-.. ... ~~, ... , "..... • _ ......... _ '-" ' ..... ___ .... w _ 'u: 

financial ind.icato~s i:nprovea.in. j 9Sl and, 1.982 f" ,·.ac.d..i tional" sustained"_ 
... -- L _ .. .,..;, '. _." __.... _ .... '. .,:- _. 'v _ "-~ _ ,~ •. • .' L. ". '. ..... • _ • ''T' •• , _ ~ >#0 ..... .... 

impr-ovement is ,required if .SDG&E is .to ,regain. its A~bo:l~rating"allcL ...... " 
its f1na~~iai ~:rec~~~;y ,i~ ;o~b.~,:c~~~id~;;d:·C;~ljl~t~~ 1 ,. :stari:i;. ,.:~ == .... , 

.. ~ , ...., _.... - • .....' ~ , .... ...... '... ...-~.... • '.' - W· .... L .. • ..... ,.,........ ''- _ .... ~ .-.,.' .... ',,' .. T _.. ..:' •• __ ......... '., ..... ' ... 

this proceeding ,bas, recommead.ed.limi ting~. the ~ cash ~evenue ,ine:eease -.in _ . 
• ' '0 _'...~. " •• •• "...... .",' • '.,. _ ',. _ _. • , " .' ~... ~ ..... ., ',,' ..... -' .,.,. "*' .... ... .... ~ .. "- .. 

Phase j,to. the .anticipat.ed !uel, savings.!rom.the".comme,ecial operation, ... 
of SONGS ,: 2·~h1~h.~ the. ;tari-. est~at~s . tob~ $61:7' ~iiii~n:~: e!he" . ~~. ~ .. _ ~:. 

~ • .,. .... _ .4 _ ..... ~ _, ... ',' '- ~ _ .~.",,,, ..... ,.. ..... : •• ' ,' .. ', ,... -: '.:: '.', ... ~ .. _., ., .... : ..... ,_: .. '...;.~",,:,,:: • .::. ... :,. ....... :....:::.. 

balance of:" the ~ ::-evenue ::"equirement is to .,.be .;det:er~ed. ~and .. gl v:en", .. _.' .. -; 
balanCing' ~cco~~t t;~~t;ellt. - "'SDG&i; ,'O~_th~=oth~;~h~;~~ tak;~:~he~ .. ~.~ ..• ~ 

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

position that the full amount .. ~equested,sb.oula be"~a::lted,~with. 
~ ...... '~ ,.~ ................ - ~- ..... --"'~ .. '''''''.''', ~,', ... -.. ..... ,: ... .... 

little. 0:- no .. accumulation in._the balancing account p~:to~~to th.e,,~hase 
w'" '_ ",: "~ _ •• '. _ .... '..... ....... ....... ,~c _. '.. " ~ .J .... n • '- .,' D .' ' .. .- .... ~ ,_ '~~: •• ~ ,,"*, _ '" •• _ /0.: "'. oJ .. _~. _ ~ '... .' '. 

2 aecis1011.- It' th.ere"is a_disallowance .. at thatr-time, .. it_would."then ~" . 
" , r.o .... ~.. ...." ., .... _, ,_ .-"' "_ '. • ,..,'..... '. I" ." ' • _ , • ,.'~, , .. _... ,.c'~. .....: ............... '_" • '" _ '=-' _ ~ ' .. ,-' 

lead .. to~a r-ate. reduc;ion. to. the., ratepayer-s .... SDG&E .. mailltains_ thati!",. . _ 
the;t~'fr," re~~~e~d~ti~n: i;: ad~Pt~d= an~" ;~iy'~$61 ~ 7 :.~iiii~n·. o!- ~h;~ - ' .. :.'-

, • ~. ~ ." '.. • : "'- '-- - ..." ", ':. -,~ • • ... .. .......... - .... , .. " "'- '.. , ....... ~ , ." ....... • .... ,,", ,~_., .::, .... !,,", .... 

.... .. .oj n, "',." ".,.. •• ' _ .', '":' \ ..... ~ .... -:. 

, ...... '" '': . '- ". '" ,.., ., 

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

j We note SDG&E' .:wa~s' reclass:tt1eCi:' 'to an A3' ~atitJ:g 'oy.'M~'Od::t';:%1l 
May 26, 1',9'83 :and:' to-an. A. ra tin'g. bY'- Stanaa.~and:. :?OO-t"~: ¢on:; J·une:· 3·,.:: , 9.8-3:-. 
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requested $119.9 million is authorized ',:±r1 ':cll!"r'ent ,··rate.3' ,.":;ru.tu~e, ',' e 
ratepayers will !lave to bear the d'iffe';e.~-,i~ss~;,an:y~£sai·i~w~n*s,~: 

. _ ~,.,' " .... ~ " . ....,h.~.~...... ...,. ........... .., ... ' .... ,'"; ~''''. :._ .. ~~ .. ~',...-:-, 

SDG&Eargues tha't~tothe "extent "the ba!a:nc:rng'~ac'couo:t'Ts '~gre'a:ter than 
the ~:tsa.iiowa.nce;; :'~a:tepayer:s'~WOtiid: ·ii ·'edrlf.',;,on'ie:c: :'wfth' :h.iglie:r :~a te's ~ :,:.'; 
SDG&E i±3Cr ar~i;"tha:t· '~a :substa~ti~f ;~r!der'colle'e~iod:'in"t1i; ~ba:i'arlc!dg ~. :: 

-,. ,'" .' ..,..... • ,"t •• "'..... , .... -:- ...... ,,,.., . ', ~.- •• ".... ..... -~. < ...... - f'" ~I'''''''' ;.,., ,_..... ,.: ::, .... , .... -' r-:" -' .:' "-
account has 'other,·:t:D.pl·icatlons as' far' -as 'invest'ors' ~are>'conc'erned' ~in ~,~ , ' 
the fon.Of-' inereas;<f'~iski ::in:~:ec:o;eri:;'g ~s~ch~ ~et;~red'~?e:;~;ues :an'(!~'- ": 

<, ~:- .... ~ -;: --, ",. .... , ':" "', -. "" ."_ ",",,... ~....... ... ,.. ",' r .', ..... " :"...,.... ... . ...,., _ ,. .. r~"-' .. ........ ";,...... J',~ ....... ,.. _ ..... ,... 

the failure 'o't oa.l"an'c':tng' -accoun t 'erl tM.es· . to "imp':"ove' -the" cash -:'low;' ~ ..,.. 
posi tio:~' : dr 'tb.~ uti Ii'iy ~~ .. ~e'u tn'£i'Y:'~~gties that" ·:these'·;£;k; ::'3:r~: ' _., .. 
translated into higher capital ·c·os'ts. ' 

" • • _ ;. ~ _ • "'_ ~ > ,~ ... fl·... .'" ,.;: ............ ~ ~I 

SDG&E' takes the' ~iosi tiOll that' 'the a,pZ-:oprlate rate'~ o~ 
return ':.o·be ~used:in:'ib:is phase 'is the '''otle a.o:thorized :by::·tb'e- ::= ~': ~ .- .:.:, :::; ~ 

Commissi~n .. iti the' ia~t genera:i -'ra·te ~ase: c.e';i;~o~;' :':SDG&E '>i;gUes ~ tb.a t': :; 
the'rateot' r~turn -esta'c>!1SheC1'i:l thegenera'i':ra:e case"~akes £ri:~o"":'''''"'-' 
eon.s!.derat.ion" all. 'th~ riskS ··a:ssoc:tated ~th:'the citiiity" a:d ~he·7:- ';:: n, :-:: .. 

.... -. ~.r ... ",. . .. " ........ -, .... , ........ , .. _-...... 1""- ".-, ~' ...... _ ... ~ ............. "" ..... __ .. , ..... ' ..... _ ... 

surroundiug "financial circumstances;-" -SDOtrE ~takes -except!on ;"'to'··the· .. ~, 
staff 'pro'po'sal 'to' us'e the:"reeorded-:or"ear:led:~'rate':'of'::~eturn':beeause'":':~. 
of "'iesser':risks ~ perceived< by :-..;he "start ::uede; the':MAAC:: proeeaur.es: r,.~~·..;(; _ 

SDO&E argue; that since'rev~nues:are nOr::lally';protec'ied:bY'~El~ef;ic:': '~:. 
< ". row.... ,~" _. - , ..... ~,__ ....... 'r , ~ .. , ~ <',' .' ,', ,- f"'o _ r-4 ... , .. '~ , .......... ,'" ... -, ,... 

Rate Adjustment Mecb.aorsm . (ERAM)'; ~isks raced" 1:: aCb.1evin~r'':.b.e'w , ... ' - .. ,~ 

authorized' rate or ~ r~t.uril:' are: comparabi;: - ~. :-: :~ '. ,,::' ~"~:,,:::: '.'... "::-::.~ ~ .":. - . :; 

':'Under the MAAC ;>~opos.ai· :: -:be :-ate base ·..,~ll not be" -::,':- '::',;:,:-
estabi!shed -Lmt11-the:end' ot Pha5e'2'~: Aeeoraing:~o':S:DG&Eis::Witness-=':;-': 
Haney' "Iov~stors' would.: certa1:l1y': eva!ua te earnings" ;ti'bj ect to:': fut~r'e': .. 

'" " ..... -, .... ",-< c...... '. ,. /- .'< " •• r ~ ~ - ,...+ • ,' .... ,' ,\ ,... ,- ........ ...' ....... ,. ... ,... ,.' P' .... _ ,_ ,.., .. ~., " "' 

d.ecrease' ina'oalancing"accountor~st:oject' to'!'\lture~!"erund-as";hav!ng--
,. ...... • '" ",.. • u .,.... -, .. ~.' ." ~ _ .' T" : .... '-"."" _. • ... ,..' _ ,_ ........... __ ."... ,... / _ ~ r, .... , • , ... : .. J 

mot"e risk thannonrefundable-earn!.ngs granted-through-'a ·genet"al·:-ate···· 
case p~ocess.~ SDG&E a~gues that the s~af~ recommendation is 

impract.ical since the use ot actual ~a~e of return requires 
computations based on a rate of return that will vary from month to 
month. 
D. Operation of MAAC and Rate Desig-::l ... ,_._ ....... _______ ,_ ...... ___ __ 

. SDG&E claims .that ,.th~. adoption of. a MAAC. pt"ocess,..,is ,tlo.t, a~ 
... __ I .~ - .... ... ~ > .' ~. .. • ...' • '. __ " "" _... • _a __ •• , """... "" J_ . ..., __ .:.... '''''........ .. , ' 

isSue' in~' th1:s:' p:r"oce·ec.i~g~ sine-e::- t.b.e.: sta!t"~ ,eid:: not~que:sti'()n ~th'e' . " 
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tit ap:\:)ropriatenes::f ... o,r~ the~ overall':MAAC" concept~:and, - in- tact, ('agreed that" 
such a mechanism- was~ necessary 'to:'- prevent::a~~ decline:in'>earnings:when"': ~ 

SONGS:' 2 goe$:'1nto:,:eommere1al: operation:' ... ,SDG&E':"also ~state$Ctb.at the 
, exp:en~ses: and;' rate base': 'covered':' i:l::th1s:;.app!ication,~ are,: not: covered::in: 

any other- app11c?-'t'ion and'~ that::: 1ts:.:proposal.:"is':>eons1stent:With'.- ::::r~,,:::, '-.: 
Commission D. 8"93 1&: on':' PG&E:- in:' which:"' the; Commission ~, suggested" a': ;;:: '; ,~. '"~ ~ 
speCial ort~et~ ar>plieat1on~:be-r11ed'~ for"Diablo,: Canyon. '.~': . .:- ::-:':':;.:: -,~..: -: ::,"""': 

"SDG&E argues that its MAAC~~oc,ed.~e':::'.pr_o.V.1.d.es_J.Q.r ___ ",·~:_ 

ba:.J:anc:ing:' account' treatment:' of--all::;"expenses:related-,to SONGS 2 and 3 
arid.: 'will ~compare: 'ac'tual:" non~ECAC' . related":' ex~enses:- as'3oc'ia te<f~ wi th~ ;-:: --:: 

SONGS 2' to: tbe': appl1'"-eable-~ revenue:' from:~the MAAC"~ adju'S tmen t:· ra te ~,';",","~' 

previously;' "es:t'abii'~'b.ed~ : 'AnY: <ri!-fe~n¢e:betwe-en:' ac'tual-, ~X'p~nses::: an<F: :; 
~nues eoll'ect~':' 'W11r .go~ ~int6 a. 'bal'an¢i::lg:a~oun:t:' ~ ana" wi,l,1 ;a~¢rV:e"~:' 
intereit.-' ~-:":" .. ,,.~ ... "':.:, .. : ~<'~:"~~, " /',::.:;",,:.: . .:; ,: ... ::-;::::::.:: '.-

: -: Un-d~r:SDG&E f:S'" '?rOp-o'sal~,: .. tne:r-a te:',lev~l: t<>..;be-.... :e-s:t~at>l·ish:e<l.:' ~-:: -:: 
under' 'M.AA-C:· -ana :the: ·suli~~uen~eor-res:p:o.tl~i'c:g: <1ecrea'se-':to ,AE'R'::alld :ECAC,~ 
will ,-o;e'a'llo:cate"d"' :to~ ,all' 'ap'p.lica'bl:'e~ ..e'l.asie:s'c~ ,s:e.:-rtce:-' .an'd."::~~~a'ch:-'~;,:' " 

schedule Within each class on a unifor:n ~/kWh:: '-b-o:$i:.s,:;.: .: ,,' : :-',:-::::: '::::::::. 

E:~ : :ECAC -'and.:A'ER Ra te",Xd ju's·t:nents.: ,. - ::.::.:: ,':': - "': :<'~ ':,: .. :: ','~ :,-' 

" :. -;',;.' ·"SDG&E- pr-:o:po'ses': :a: d'ee'rea'sEf'in: SCAC ...and': 'AER ;ra.t:e·3-'equ.:a:l;': to': ',:: :', 
the -'1'n¢'rease: in: .. ba:s·e~r·a tes' au't-aori'ze<1 ~n: :thi's" p.roce'ed.!::lg.::: :-: 'S1)G&E':: ',' - ::: 
calcula t'e'i tba:t": ~he: :XSir sh"ou);o.: o-e:' ;r.eC1u~e(t~:'by ,0-.:0·"":-: .¢lk'W1f wi~h~ "the." ,~'. 

ECAC' ra~e-:-b~i-ng ~uced- by~ -=tne'r:ema-i:ider '-Or-: th'e::' :e~'c'r'e'ase::::r4iqui,::':e<!) ~t:o: :: 
offset "the ~base-rat~ ':t~creas~e:. : 'SI>G&E '-?rOP6ses<carryin's ,any~·'req:1i:G!"'ed:. 

increase due to the d.ifference':(n -:ruel ~3'avi:fg~ ~an"d. ~'se~ 'ra"t7e' ~'e:Ma3e: 
over ::1-nto'"the":'rie'xt ~ECAC-f:tl'::n7g: ':SD'G&E: ':craim~':i -::s: ~~ro-pOSa1.: ~ll avoid 
another: iriereasefn- :::,at'e's' =-separ-a"t:e: ~rom .t.he': :no.rmal.;· :EcA:C~ehan-g~:-:a!ld':- - :; 
hasth~ ·~a"-d.d.~'oe:1~':fit· : of' ='Oas:(ng:th"e cllan-g~ cn,~ae'tual, :'itJ,3.'tea;d,:; ':o~ - -, 
estimate<l.:;:-ruel'-ci>st',:-savingi';:-, .. :::::-::::: .~,~ ~'.;::--:-'.,~ '>'~''' .. ::: ~-,.::-.; -:2:- ',~,; 

, .. :::' , - ~ SDG&E !"urtlle'r' -:3 ta t:is 'that' ,al though the:~t:a!t": :a,pParentlJ'=': ':-: :-: .:. 

r-ee-ognizes -the : d'es.:1:-ao 1li ~y 'cf :a' ::<1'ecrease' .:i':l.:SC'AC .:and.:..:A'Elt ~r:a.;tes a to: ,::~: ...: 
the time the base rate goes i:1 to effect. tit. :has. ':only. ::-ecotl'llllended':a',:': 

ehange in AER rates. SDG&E argues that the change in AER and ECAC 
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:"'ate~ must-, be. conside:"'EHi:-:in,:-this':.proceedicg". ,.since: t'b,ls,:':: 1s;:,:"th.e;: 071,y,: :.: e 
proeeeditlg~ where .. both.:: changes: a~" und.er eonsiderati"on.::::~.::.",:.,: -: '.<: :.' ;'.-:-:::' 

,:.:: " .SDG&E, ·denies;, the~allegation-~ that,::i ts- Pr.9P9sal,,; fo;-~,a::,- ~Q;~a:l::. 

o:f'fset~ in~ ECAC-and AER,rates was- ,to~ hide· the· et'~ects of ,.the-SON,GS~,2~.;, . .. , - _. <..... - -.- - .. . , , .. ~p~ ~ .~..... ...." •• 

increase.:' .. ' SDG&:C::"proposes,to.·keep,·su'oaccoun~s: to d1!'!'.er~~~ate., ---; ~::: ':~ 

undercolleetions· due~ to"ECAC" and~·those· Que, to,: MAAC- in- ord.e:"' -to , .. , - -.-. --
" _ • L,~. ... • • ... • • ~, ..... " ..#. ... _ ~ , • I ..... _, ~ .. , __ ......... ~ ' .... 

readily identify. the-two: sourcescof.; oyer-"o:,,-:under~~ll~c~i~':":;, _.::.:. '::. ':'~ 
F.. Target CapacitY .. Factor.Proposal·,.,~ .. , >-~ .: .. :::>;" -:,~.~. z;: :::,2-

SDG&E joins=- Edison,> in,.- s~rongly-~ oPPos;ing: ·the,:-s;.a,!':f,t S:: ;t,ar;g,e_t:,::: 
capacity, !'actor~ Pl"'oposal.:- SDG&E.;:' argue3,: ~ha.t: .the.~ s~.r!': .i,s:::impr".o.p.e.!" ly'~ ,.' 

trying to base.the: %le.ed:.forth.is:::~i'Skr:,alloeat.ion: m~.c~n!.sm= 0:0.: t;he:~:':,: 

starr's· con.tention that- .the- p-lan.t~ wU·l: not..:b-e cos~ef!'.ec·ti.V'e .. o:v·er"'· ,its.. 
_ • r _ • .,.', ,,' ~ .... " .. , ""_ ~_. ... .. _ , .., .,. ' .... _ ,_ '- -. .... .~. ' .. _ "- II.- .... _ • ... ._ 

oper.3rting life., ~ SDG&E-- eonten~ thatth.is.. eos.t.-effeo,t.1:v:eness., aaaly.sis.. 
- , ,- ...,... ..... • + - '. -, ~.. • ' ' '. -... ,_, ..... __ • If .. -< ... _ ....... __ .. -.,..' '.,' _ ..... _, ' , 

is inappropriate because it ignores the ear-lier decision-makip:g.,;::;,,,,:. =.-'~ 

cont:ext. ,in: .which.:, :the:' d~¢is.1<>Q:,t¢ .,~:11d ... ,the; 1>l:~n~' :was: ~<l._e: •. ,,:,:: It is 

al:so::a suspect analy.s.i·s.,:,,: ac¢o,r.C:ing:: ,.to- SDG:&E:~ .. O:e~~e. ;1:t ~.r-e,l.1~~. >o~ n ~. ;'~ ~ 

higb.-ly.uD:ee~ainest·imates 'or~~ ·!'u:t-,ur-e:oi.l,: .p.r:i¢es;,!.n~ :th:e. ,:~mp.a-::iso:n ~of.: .~ 

SONGS cos'ts to avo1-d.e<t :cost:s·.~ .. ,'~'::":;':-:A . ~::.::':;' .. ': :'.:'.:' -.>.~:_:' .. : .'::,'j~,.~:::,.,: e 
More importantly, SDG&E argu-es.~:::th~ :targe:t:: cap'ac:i~y :r~or::: -- ~,-- ........ --- - ---

(1'CF)' :"'epresents-: ,a :s:i.gni·fican:t:" change:, ~t.r:.~m: COIl'len:t.!.9-tlal:: ;r:a:;.e:naking in 

the t.~a~::nent. :0'( ~the:-p"l:ant 'w'h1-ch ~it'l.~e-s~t~r:s., hac:.no ,.n~t:ic~: o:t:.:<1.u~i~g :; . : 
the 13' ye-a~,3. o-f· :::>1 antl:i:n,g , ·engin~eri.·ng.,~ ana .cons'tructioo.. .of: the.. I" ~ ........ ... 

- .... .. ., ... c'-" .. _... ~ ...... , .• '.'~ '..............- '_ ......... ~'T' _ """ _ .... : .. 

p~jec:t... ~.SDG&E:;eotlsi-d.e,~s~ t,h:e ~'!~C:~": _to:-:Ce a· ,change .. ~that ~-l.l,."incr-ease ~:' .. ... ~. - ~ -- , . ,-_.,..... _.... ,., -...... ..... ","' ..... 

inves::t.<>~ ,risk, -.r:ais-e. the;compan.y'~s:'"c-o-st .ct. cap.j.tal,...and.j.eopru:dize" ..... 
, • '", ,. • - "- '. ~ ... oJ ." • _ '" or, ... ~ • • ...... ".. • ....... '" ... ._..., _. '_ 

i,t.sl-ong: "'o:~kea:-~o:r ~Donct:-ra,tlng up'g:"'ade.',~r,~ " .. -
. ...... " .... ~ . . ~ ~ _ ....... 

plan.~, opera-tl:on'aJ: ~:t>er--for:ma!lC'e:', :-t»t: <»nS:t~ue~ti~n· ;cos.t:,s ", ~as . the· la..'t:t,er.· 
• -.. .' -< ..... ~ ..... ". -~ .., _ ....... 

has already :b.ee:n .e.Xp.en<1ed·.': .!:n~. the ,.a~a- . ..¢:f~ .-o..p~r:a t;i~na.;L ~.P~r:t:o.r::l~ce ~;::: 

the 'reF will merely duplicat.e the Co:mnissio-n-'s· -inC'en,t,.i V'e st.ruct.u.r-e· _ ~, 
'-,'- ~ ·"c _,"'. " ........... ,_ 

insti:tuted . in- 'the:..annual elle!"'~ .:r.ate:·(-AERr.,.::Furt.h-e:~,~ ~~::::S:DG&E the 

issue ~'operational ~i:lCenti ves'is-:oo:t. ',:'oec-.ause ::they ': dO:.:lot ::c~n~~,qL:,-: 
the 'opera-tion::of: the-:plan't.-. .': ~:-; '.:: ~.' ".'~ ::,;..:.~ s'::,;:: ' .. ,-:: 

F" , .... , "~'~ .: ' ... 
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"-'''' ~... -.' ... ~ 

.... , •• ' - ~~l - .' , ~ .'~ 

SDG&E also poi:lts~ou.t..:_tha_t~~·~hei::Commissio:l has already 

1nst1 tuted a study of nuclear plant;~. pe:.-;-~rma~~~ .;:st~~~~r~~: ~:l:~;~~~ ~.~as~ .:. 
-.-.- ...... -------.----.~.-." .. --.-"-.-.---

of SONGS 1. ~ . ~~ stud~ ~i~~. \:~t?-sider :-~h~ ;::3:ppt:0pr~a.t~l?_~~~ ~~:such 
standards -and ~ tlleircompatability wi tllnuclear safety ..... S!)G&E.~. _ .. 

.... " • • ~ ., -- , -" • .... A,", • ~ ,., "' .. , _ ", , ... ,,' -o-~, ~ ....,....,,. .. " _ ••• "'" ... '" ,_ "" ..... ," '" 

concludes-that tc.e- Knecht~proposal.is,..I:>r:emature ... '. __ , _" ~ .. , .. _' _ " . . ." ~ ~ .' . -, - .... '-'" - ,....... . . .... , ..... . . . .~. .. ..... . . ~''' .... ,". ~ ,-, . 
G. ProposalsMade1n Oral-A.rgument~::, "',: ::-~~ .-'~ " .: .... :::~ .'.: .. ::.': , 

'. At the-July 15,_1983··oral_.argument~.SDG&E's. vice.president, ," ,- • - ~ - ~. ..... . .1. '- _" . .. ,..... "" _ __ I .•• _ .... n • _ n~. _ •• _ '" • .. 0 ....... '. _._ h "" 

of engineering·,. -.Gary.~ Cottonl" requestedrthat~in deciding this case, , ..-; 
... ~.. "".,., • ~ ... -. • ~ '~ ... '~- " .- .... '< .. .. -- - ... ,,.. -- .' ',.. -.. •• -...,. '.~ ~ -- .' 

the Co~ssioo.-recogIl1ze,:llat it.is-dealing-,with,two.separate _ ,'. ,.' ~ 
~ - •.• .,,' ... ' • -. - ... ~ - """. ..... "..., - -- ~ , ,--.. ... •• ~ ,... .. I';'. ,.. .... ... .... ~ ..... - - .,.-, ..... 

companies witl:l- different. financial ·conditions,. different ._rate ... , levels,,-. 
, ... -- .- ,- " ". ,- ... ... .. " - "... ~ • .. --' _ ... _ • , ___ ' .. , _.......... ., 1..,.' ... __ , _ lito ~,...... ~, • 

different respons1bilit1es~related. to· plant.operation" -and,. d1!'ferent, , _ 
, '. •• •• -- .. •• ..... -. .... " - ~.... .- " ' • • _'" .".... '" _ • ...' k. .. _ ... ,t' ... .,... ~ ..... 

general rate~case, scheeules_ ,SDG&E-now"proposes~it oe~,grantee .. a~_ ... ~ . .. '. '" .. ' -', ""',' . ,-' '_. _ . _ _ ... 'n' .. _ .. ,. '.... ... .. ' .• 0,., W' • " ',_ J ...... :~ 

current increase in base.ratesof.$100 million~with~the·remaiIli!lg,,$20-
", - '-~ ~. - ." .. .,' -.. - '""'" ' ...• ~'.O' '" -. _ ~'''''''''', .... ·.P ... _ ._ .• 

million of its original reque~,t to be. c~;::-ied,~iI?-. ~~e.::-:M~A~ ~~;~:=t~1.~g ... 
account. At the same time, SDG&E req,lles.ts __ tb.a.t_ . .tu,el.:.::.say~g,s~~or-:$52 
mil11on~ result1ng~ from· the operation:::of-SONGS:.:;2:::be treated~;'as a 

concurrellt ECAC- reducti.on:-and the'" ECAC'" application,:' !'!led:"'oIl~J'uly::8, -:. 
1983' 'showing> an"ECAC' reduction-': or·~· $~7·: 6: mil11oo,-:oe.:"gr'an"ted.. as'; a: :. ,- :: 
further offset to be g~al:lted concurrently~ With a/ timely': SONGS 2-::':::~:..:'­

deCision,. rather:·than:1nthe·:'normaFNovember: time::frame,~ The net 

effect of SDG&E's prb~o~ai~i;~t~~~~io~~s9.~~S.:2:tO:b~~;,a¥ed into rates 
with no :let chaIlg~' in rates·:t'o- SDG&E's::- customers,'at-:th1s ti:ne. SDG&E 

~,... .... ..... -,' ,' ...... -
argued that the staff's pr'oposal would limit-'tbe- base'rate increase 
and result in the ~~~um~i~ ;ion" of .. i~;g~: unee;~oiie;t.i~;;; in: the 

~ ... - •• ' - ~ r - -'" - ,,'.... • ... ' w, •• ~ ~ '" ... ,' ........ 

balancing accoullt as -..,ell as req,uiring a'substanti.al inerease in 
rates at. the clos.e o-t"-Phase 2'~-':Cotton a13<>'argued~that::the:$100 

-, '. . -
million inc~~ase·' ,in:: :'o~~~:~ r:a.,t~s.:: .t~iet~e;;:wi.;~~· ~~~ :..r~l~:,' ~eet the 
expectations of the rating age:cies ane help': SDG&E:. :a.1ntain the 

-. ' . ..,., . -
" ....... . :;.. ,..... ""." - ,.-- ',. , .. 

.,.. -.' "" 

- ... - ..... -- ..... ~"----"--,--.-.............. "".- ... ---
." - ."_. ..... 

~. ,J. . 

... " . ~..,. 
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VII.,' ~ Staf!" "Position. :':-: :,::: ' 

A. Fundamental" IssTle-RiskAlloea-;ion" :'~ ~ .~ -' """, ...... 
'-0- ......... ~" ... ", ... ' •• 

,~~'" The sta!'!":-states::~ha~'':£he!'tlrid.acental !.ssc.e i:';'tb.:'s ?haSe -, " 
ot the proCeeding--is -,to deter~:le'~ the' proper: alloeat1on:'o!":' costs' an~:: 
risks between r-a tepayers - and. ~'1nvestors 'pending:-: the:-: Comm1s:3!on" is - ~.' ..: :.::- -:.:: 
d.ec1sion in Phase 2. '!.'he s~a!"!' stro.:.sly.:op,poses....E:d.iso~,or!g.;i:ai -
request:: for ,. tbe -tuli :: balancing '- accoTlrl t:: t;~a t.:nen t. tor-~' O&M= expenses and. 
Edison ~s2 request~ ro~use~ o!"Othe': last' autho;!zed: !"ate:of~: :-eturn"::1n' 
calculating the' return" componeot' on -t.he" iii"festQe:it~in'- SONGS:'~2< e:£ther.~·: 
-r or: :i:nter-:un r ra te '.: PTlr?03es': or' !"or- ~ balanci:g:: aecount.' ~tir?oses': ':" Sta~-r:: ~. : 
believes'·: the' r.eturn ~on~ eqoity- under a' ba:!.an~:tng ~ ace6tlnt:would::-be~ a"', - : 
guaranteec(retur:l~ 3.nd~he~e!6re; 'the~'16~ !"et~rn6n common~equity'> - -
totind.·'rea~onable:' i:l' D;82;:'12~055 would." be:excessive. -:' , ,,," r" :-" ~,' .. ~ 

B • Standard Ra temaking~' '!'rea tien t ' , .. -'" -, : .'.. . - ' 
,'for- O&M· Expenses ' ~ . . .~ :~. :~: ", 

The' ~ta!f opposes" the', ad.op~ion of a, oalanc1ng~ account:: f~r ';':-
O&M expenses: which the .. staf!':: considers. tantamou:l.t: to " giY'i:lgEdi$On.a:' 
blank che'ck.:' !he, staff.' sets " !'orth., the ': follow1ng~ policy:- ,r-e?-so!lS;~ tor~ ~ e 
ad.opt1on ot:a'~!"ixed"O&M budge~,::'",. ,,_, ,~~:: .. '::: ,~, ~:~ .> ,,,c. ~:",:.~: ': 

A' r-eas'-:)naole" budget'; provides, the·, Commission" '.- ~... ,. , . . . ,. . ,. ·c ........ "._" '"-. 
with One of tb.e~-rew oPPo!'"tuni ties to , __ '.' _ , , .. 

'influence efficiency-- a:ld'~: more fairly'; ~ ,'~ .;:" .. ~;.. :: : - . , 
distribute cenefits' anc1:::burdens;';o ratepayers:, ':,' :.' 
and stock~old.ers. 

. . ..., .". ~... ..".. '- ~ -- . - ...~ . ~ .. ......... -. 
- 't"... '" .~. "'_ ,." ""'- ... ...,,'" .. _ " -' ".... ,_ ... ~ ,. . .... , v' .• ' .• _ ~. _. 

. .... ~.-t .. 

b. :he starf d.oes not bav~. personnel ·~tb 
nuclear" e5Qertise to' :"evie~~ oalanci!lg account .: -; 

., r .. O&M expend.!..tures,. ,_.',,':: :;:".,::::' ~', ,-. ::.:: .... 
, c .. -, Even;' i! the .. s,ta!"fcould: hil"'e expert's:, ,it: .. ~~. ".~:7 .- .... 

d. 

woulc1 not, .be t.o the benefit of rateI)ayer-s or 
the-- uti'li ty to -ei3.:nin'e' O&M; 'eXp~rid!:tr.:res '.,:.. ',." ~ ~. 
retrespect!./ely,. ,:,:- _ :.;~ ,." ,-,.' ", - - ': :: '::,;::,-,;~::r::":";: 

The only way to review the 'reaso-tlao-l:eness: 0-('::" .,' ~ ~ •. , ~ 
O&M expend!.~ures is to cocpar-e them With the 
expenses of ot~er ?lants. 

2 In many 1nstances, while repo~ting the sta!!"s posit.ion and in 
the discussion sectio~, !"e!"ereIlces~~o Edison will apply equally to 
SDG&E. - -
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e. 'If' a -baiancing' 'aecourit~ 'is' used: in tlleear:!y"'~: :c.:: ,',' 
years:of' ~.tne: . plant,,;:s: ~,oP:e'ra tion-,these .. "fi·gur:es "~,' 
become the ,base for making future est1:ates 

~r '.' :: 

. and i~ th'e" :base"1s' irirl:ated,':i:t w~uld. -resu1:t.::: ,"- - - --" 
in -:f'CIture .:inflated ·.~st1;mate-s:.~:=.~ ::~';.' ,;: '<::. ::..'::.: ;.: ~ ,~, _, , _ " :: :: " 

Star!' argues. tha t· .. Ed~ison- has, .~fai~~d ,:to. p.rese_~ ally- v:a.~i~:,~ ~ .:. '.' 
reasons : for: .just-i·fying:· the use ~ot:'a .bal-ane:i·ng :acc~:un t:.: .. :, AC;eOrd:1ng::~_ ':' 
the staff, reason:s "se't' !'orth '.by Ed.:ison ,su'Ch. as. ~t.he·lac,k o.f., ..e,xpe.rienee: . . ~' .. , c'..... -... ... ... ',. ~ _.~. 

on SONGS. 2, :indus-try~da-ta ·on '-matu~d plants ':lO:t. ~b-ei~g,.:app~~c,abl~ ,:t.~';a:: 

new .plant ~ 'indu:stry data ,on ·new ])lan t.V'aryingcQ.nsid.er:a~ly r- a,nd.:: 

ra:pidly ehanging regulatory rectui-rement-s ~ar:e:not ::vali-<! reasons: ,fo:r :, ,: -: 
aband.oning .~ the ·tradi:t.10nal·fixed .es tima t.e :l.ethoo<>logy ~, -:: '.,:.'...., ... ,', ',' " , ........ - .... '.,. .... ,~ . , .. ,' -, 

of O&M expenzes- oy: . ,-. .' .. , .+ ~ , ( .', 

L, 

2. 

Analyzing ~the -1981' :!"eeor:d-ed :O:&Mexpens~S:'c·for:" _ :" .... ::"' : ::­
other lar.ge :pr:essurized wat.er- :-eacto::"s. _ 
De;el;Ping a ,1:98 ,"O&:M 'e~j>~n:se ~~sti:ia:~g ;:'ol~Jd : ~ - .. :":; 

-on- the average:198"O&M =expen:se ':!or 'a: -:~ou1> ,>:: "."." 
.. of Comoust:ion Enginee~:tllg':(CE), r;uclea.~, ,,~ .. ,. ::',:-- .~,:: 
uni ts. . ' ~. - F • .' _.' .... " _ •• ". 

Esealating the 1981 O&M e,Qense'esti':nate to 
1983. .::: ': ,~~:- ,,:', 

l+ ~ . Reeog:lizing: t.na t ::la:oor: expenses ineu:-:"ed in <. 
-California :--bave been ',:mueh :Ugher:. th.an. .. t:h.e ~ ", .' 

., ". O'.S. average .and ... :laking .an .. adj.ust.:;en~ _for 

. this factor.;:' '" ,,~, " .. ' . ' .. , .' .. ' .. " ~ -,," ", 

'!he RRD decid.ed - to f'ocus its attent!:ori primarily 'on~ plants ':.rl:th CE::­

units for two' reasons:': :Firs.t~ ':SONGS 2--riu61ea~ steam :':supply 'syst~ -:::s"; 
of CE:'des1gn'; and' CE designha.s remained ::fai:-ly: eon:s~:St.ent with time:-':-":-, 
Second, of the rour nuclear stea:l. :'iu:p~If:sY3te::ls:::iri the :US';' CE'o-:(s ':.the"· 
only vendor with un·its wb1cb. consistently achieve average~a.iln.u~ 
capacity factors' Or" 65%'· or 'oette:-:'~ For planning',purposes;,,:'Edison 
expe6ts~ SONGS Z t.o~~ achieve: a 65$ capaeity::-'!aetor: . 'nie':st.afr'::alsoc : -

believes'that the- Citlcility"'Of' plant per!or:nance is one or·the"~main;':: ': .' 
determinants:' 'Or: the:'lev,'!l of ~ O&M-: eXpenses ~:~ : " ,'. - - .' ,,; s::..:::.::"::::: - - •. ' 

• ... 1 tne.3S Myers, in developing his est::':::ta t.e, focused his 
attention on plants wit.h pressurized wate~ :-eacto~s, a capacity of 
over 100 megawat~(MW) and a nuelear stea: supply syst.em designed by 
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CE. Ee exclud.ed the ?al!.sa_d.e~ p~~t, ,,!.n,~e" .... el:0?.i.::g}lis ',aver:age e 
cecause tile pIa~"had repea'tea and" ~signi'!"i'callt. 'pr'oole:ns'~unusual to 
all other CE .uni~;~" 'r~ 'i;e;ag~' ·'O&M. ~-i;e:i:ie.;to'r: ~ari :Ci' ·uni ts, 

..... . - - . .,...., ... . ~ .-. - <-.... -- •. 

exclud.ing Palisades, ·..Ias apporoximat:e:ly$25::li'l.lion ~or~98 i . Myer-s 

escalated.' t:::ie 'f9S-r avetage' 'tiy20 "7~ p'e'!" ·y.ear', to ar:-ive a.<:: ,ti 
estiza:t'ed. 'f-9S3 O&M" ,ex~nse-or '$'56:,:1.;.91 ~O"OO .... Mye'rs 'thetl.,~adj:c:s~d,the 

198'3 e:3timat~ average 'O&!-f exr>ens'e~::.()r regional labo~ ;'eos~''': . '. ': .~-', 
d::rt!erenc~'s ,i;yapP;ly1nga "j .. -137 ,factor -(SoutherIl.,caJ:i!:o~a . la.oor<:, 

ad.justment or ~'20 :9$ -x 'ratio: -of:, Bdisor:: :laoor- expeo..ses:~-~O' :..tc'""'....al :-Zd.l:soQ"':' 
O&M exp:ense's-).' The', ad.jus:ted .O&M·.expe~ estimate' ferr '983::!'ot" SONGS, ": 

2 developed oy the:-siaffis'$4'T- ;!:91 r.QOO'··"r. t1:.~Ed1~:. '~s ':75.:05% ',;share -:o! 
:luclear- ,O&M ex~nses: amounting '.-:,0 -$3t ~''T:44:rO·OO. - --

The staff accepted. Edison's est.i:ate of t.ransmiss:LO:t. 
expenses but "u.sed a :'<!1tter-erit·1nna tiori :!'a te- t.o '~ori!lg 'Edison t s 

estimate in i982 doii~;s to:a"~~vis~d':$1;-156,o66'in~j983 collars. 

!lle total O&M :~~eose :~;t;uai~' ::i6r- j:983; i:l~:'Udidg -: ~~c:r.e~r arid 

transmission O&M ei?enies' !o-r. SON{;S 2'1s ;$1+2'; 65'3~CJO: ':Edison t S ' 

75.05% inter-est of this total is $32,300,000 and SDC&Ets 20% int.erest 
-, _. ". - .. - '.. ~ .. - .. '. '" - - ,~ 

is $8,300,000: . , , ' . 
.. 

Sta~!' contends t.hat., tll.is~esti::'late"ot ~O&M ,ex?enses tor SONCS 
"" ..... ...' . .--

2 is !'a:":- and. reasonaO:le's:Lnce 1't·;ts-mO'r-e·t:b.ant.he:a· .... er-age amount 
e:<;>ected to be ;p~!lt.'on~O&M:e~ens~s:tor-compa!'a'cie c.~ciear plants i:l 

i 983.' Statt conc-!uc.es .tllatullder.tradi t.ional fixed budget, ,_ , _ __ , ~' 
-...., •• - 0-. '. .'" _ " " r ~" _ • " _ • _ ",'" __ -. ._ .... _ ... """ .~ ••• 

r-atemaking, Edison.will oe rewarded- it.it .. ?er-foM:s:"ell ,with any,. '. '.' 
• ' • '. .' "", ~.' -'" ,'~. .. r' ~ ,. _ .. '. ~ • ," ..... .. _ ~ '...... • 

savings from tl:le.-ouc.geted. -amount. and ,i~ Edison is ,ext:-ayagarl't", th,e, 
. - ,. , - . ~-~. - ,.... -. -..,. ,.," " ." ~ ~ " ... -

:,atepayer~ · .... illbe ?!'oteeted f:-om :-econo:::ic '..Iaste •. 
I.:' ... :: :,::.:, ':... c. Rate of Ret.urn· 

............. !'" ... - .. '...... - " , ".. .... . .:-:.", .I,' .-:::"-: '.' "': , 

-: __ St.aft,.opposes the use-or t.he last autho:-ized ,rate"o~.~etu~=~ 
.. '... _ ..... ,- " ' ......... ,". 

i:l computing revenue requirements -and iny/est:e:::t.-rela. ted. ~ala!lc!.!lg, _", 
' ~ - • .... ~', ,. ,. ...... -' ... ~ ,. ,.' .• -> ." ... • • 

account. entr-ies... Staff argues· t.eat SONGS was ,. explici tly excluded" ',. ~ 
. - - '.' '~-, ~~ ~ - .,.... ..-' '" . ..,. _.. . .... 

from consideration i:l Z4ison~s and-SDC&E7 s·,last. genera~:-ate~cases~.,~ 
~ . - - " ~ I • ". " ""...... ~ ... ... 

"': \ 
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~:--~-~ -. ~ .' ~.-~ .... --' .... ' .. ~ 

e Therefore,' t'he= ilUpac't: of': the' commercial::: op~ration of SONGS" on the 
f1nanei·al· '!:"'a ti¢-s~ 'wa's -'not: con~ide'~d~" :1n~tab--li·~hln.g:: ·the'· ·las t: - '.,::::'",: .... , . ,. 
author1ze(i: rate of ~return::· Staf't~ wi tnes:s Chew: recommen<:l:s- that': tb~'":';< ::.:; 
rate of ~turn·used~i'"li·ealcu~la ti:l"g. 'tne'~'st ~ of"" ~:lve'st:n'entoe':''oa:Sea:on~ ., 
Edison '"s'ea'rned:: ~turn": 'and'': not'· the la3t a-u:tho'r-1ze(t"r-ate~ Q·r·: re'turn:,;.:' .:.:::.:..~' 

the- ~rati~-na:1e=: 'foi: thl~:: :recomme-nC1at'1o'n ~'$:' 'that~ th:e= uze" or: a 'oa1ane1ng ~ 

account· ""ould'~rOv1de: :Sdison wi'th-a":~gUa~n'tY':: in ~arning3':~'": ·thereby:. :-.-:: 
re<1ucing the risk to its sharehold.ers. It is argued that; ~1le':: use~ 'o{'.: ,: 
the recor<1ed rate o!' return i:1"' "thi:S«' oalanclng= a-cc-o:unA;'~wo'u1:d~ .pre~~r'ye .-

... -~. ,,,"", _ ,.~ .... ~ - ~ '. ..... • ...... - ~ - - i~'''' ... ' 

the same level of risk with re·$·pe"ct.-':t~~;:-SONGS-e-a:rn!':lgs:~a:s·E~!::io;n:':"a:n-d 
,..... . - 'F"".... '., - - __ _ ' .. ' .- .: ' ,'"' . " - ... , '" _" ~... r ' I '".... ,. .>..., - -' _ 

SDG&E" 1nvestors',- 'e'xperience" 0,0." O'~ber~ ut1"l1ty !.nve·:5'tmec.t·3·.~ "-
• ... ~ ~. ..... ....., / u, • '," ,- ,.... '. " • ,'" • ~ .,.. ... ,'" Q' , , .... ,' •• , ... • " - r: '". "., i., '"","" - ' .. 'I .... , -In its' o"t"ief"~'- 'staff' coun:seft'akes . the' :posit:iotl't."ha:i' t'ne"' 

-.. ".-,.- .... ' ......... , ' ..... ' .... , ..... _ ........... , '~ .. ,' -I .. '·.... ." .... , .. - ,.. ·1·.:--., ..... '.".""'" . -. )., .... 
determination o!' the- 'appropria'te~ 'ra:te' ot" 'returii' 'sbou'ld' be- de~er-re'"d to ' 

• ' •. ' ,.. 1>-.,' • .-.- ; f ••• • \ - '.' .. - ... ... ..... ---. r.. - . 'ri' "- • _ ~ ......... .. .. ....1 r .. ..... :" . f""!.""'; ~"'r "-', , 

Phaze 2. It" 1s· argU~edtha:t the" ove-~ali~ comp-any'~isk 'has"been~ reduee~: 
, :' . .' ~ -' .. "- .;' : ,~. ,: ~ ~ :-:..: .",.~ .... ~ ... ' .... ' ~:.. ~-: ~,. ':'~. ,-: '.,: "'~':. ' .. <" .' ... -... ::, :":""~::'''' ~::. :- :/':'::- ~ :."~~: ;;. ...... : :: 

witb the inclusion of SONGS in rates, ~endering oo~h the cur~ent . 
. : .. - .. -:, ~ ~ '~,. ... ,- ~ ;-; ~" .. : :, .~~,,, .. ~~: ':: :' : :'"rl" : -: : ': ::'" ' .. ' ;: _ '-'. :: ~.~ -:. ::; ':: T:::' ~~ .. :~ :: ~, ... -. -; :::. :- :. "': ~ 

authorized and recorded retur~s inappropriate ~or use here. Until 
.~ ... c. .. .... ~. '-:: , ....... :~ ~ ~ '.: _ ~. ~ -......._:. f"" ,~ .. ~.: -: ~: :;.~ I~ .• \' '.> _ :. ~.'~. ~: .. 7:<~' ~ .... '.::" ... ;". ::<' :'. ,~. 

the~ issue ot the proper rate o~ ~eturn can oe conside~ed. more !\llly,., 
,# ,". ~ '" .. , ," ,- .-. .. -, ~". - ~ -.. ..... '.... .. • ...... - ,...." _ .,. >,.., "' £ .... .-- {' _. ,.,. r-- ,-.. .. ,. - ,'''. -- ,.' 

the "stirt' c'ounsel 'recommends the "use "o-f'e~1';her' the ,earn"ec;t' r~~tu~~"a~et--· 
...... ' •• ~ 'C\<'"o\ ,'. ----.,; .. _· .. ..-..-,c .... '. ".~" •• '- .. ,,, •• ,...., .. _," ...... rrr: ......... , -, .... ,,-,.,-', ~:-iP,·C~""'- -., •• -

t"eported.~" on -tori 'OY4 or. -the AFUD'C~ :-:a'te' ·t:o~"· ~h'e :fn-te'!"im~ 'p~urpose~s -o~f " . ' .. 
.. .""" ,-~.,. .... ....... - .,... , .......... ,> r '"'... ...-,. .... ... . _.." .. ~, " . .... .. <' .. "'...... - ~" .... ';'),.. I~._ f"'o" - -

computing ":r.:ri"ves"tineit~r-elat-e-d ·e'ntrfes· ""to"the'SON'GS' b'a'ranc'in~i -accQun(.- ".,-
..... -. .. ,-........ '~-J - - - ,'" _. • -, -.. , ,... • r .c. _ " . _ ... .', '" ~ ........., .. '"" ....... ~, '. ,', .. ,.... ..., ..... .'... .... r. ¥ ~"';,: N ." ' .. - -. - ~ D. Inief"i"mRate'Reliet' ~ .. ~ ... '.' ' ... --,~,- ... ,. , .... ~- ...... ",,~.-

_ • , • ~",'. • • .." -" .....:., -... ,.--,', - • <-', - ';' .. /"1'-' ,.: '-io· ~ --. , ... : -" ... , .... ".'" , .... ~~ --

'.. ~Sfriee tl:le~ l!"easoriablene'ss-6"t the -c'o:i:s~friccurre'd~ fn' ~., '-'~" - " " 
constrUe-tins' SONGS' 2: '~iil~~t '~"e' ~kn~wn~:ntii c~iu:pie~ii~·c.- di ;?h=a-S~ 'i; .: . ~, 

_"oW ' #'.., .. .... .... ". '" ,'~'.' ....... -,,""" _ '............" _ r .. },.... ">! _ ~, •• .. ~. "'_ ,_. _ ....., .. 

the staff" argu"e's'-tha't the amount' 'ratepay-e"rs" 'shoul'if b-e'''req,uf~e(r:t·o· pay 
~,' ' ...• -.. . ~~. .... --. "~ .......... ~ '. ",' -- _.. '. >.... . .,. . -. "",~ ". f* ' .. ' ,... .', ' .... -, ... ,.., ,~"\! "17-

canno"t 'be determined with "iny ',feg~ee ·o~ ·pr·ec-fs1o-n. - ''l'he~~e-fo'r-e, the 
RRD and ~t;iiitie-; ':!)i~i;i~~ :star~~ :~~c~omiri~rid>·Zhit~·:i:f "ci'rc1:;ii:t;:o:''.t;a"iaric~~{ ~::: 

.'_' , T. ;-r' rl .... __ '""" .... _ •• '*' ........... ". .... "'" ~_ .... ~. __ .,.;. __ - ........... ~~ .,' " ~ •• ~ ... _ ........ _, .. _ .......... - ... "_ 

the 1nt'ereits of' .!apj:)licariis", arid -ra ie"payers ;.""1:lter'i.m ~iate "ie~lief" ., .. - ~ '. 
- .- ., > ' ..... ' .... \ , ...... - ....... (",.,..,' ....... ....,. .- , • ". - ,', ~ ...... ~ ,'"' - , -- -':' '~.' ~~,.. , .. ,. r,'" 

~hould. be 11m"ited to the est'iriite'c. "iosiii 'rilei 'savings !·r.ori"S'ONGS-~2"'.-' -
:.::-'~ ~" .. :,,::'.--:'.:<::: -:~>~'.+~~~ ',':'.:. ": .,~"",: .. : ·~"'.'=r_ .... "' ~'"':: __ '''~:l:-:-':'~.:'·:~:''':C~:·i:''~':::~._,:: 

The sta~! esti:na.tes tbat the fuel sa,Vings tor- Ed-i,son and S~G~E wi 1.1' 
b~:'~;p~oi~iieiy -$2'S~7"~i{iioriirid.·$if:7: ~:nil{i~:c:, :r--;';~eiiive:l-;y :': -::"",~ 

..... ,', 'C, ,... ......, • " _ ..... " -"'... ' -' r -',~ _......, ... Or -., ,,," _ ,~ .... ..... ~. , ..... ~,..... I ... - .... r. "'''',''' ~~ ', ... _ u, ..... -:, .,', 

These amounts 'wo'Uid 'oesubj'ect . t'o ~etund 'pending the Comm1s',ifon's ... .'., 
- .'- .,'-' ~., '., ~..... ,., ..... ---' .. ,- ' -,'" .~- ... - .... ~~'c..- ...... ,' .... I'·~"""' , .. 

final deCision iri?haie 2': . - .', ¥~ -- - • ,- " .. ".---.~--,>, ""J""". 
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,... " (". -. -', '::' ~ , ,-'~'" --, " --

. : Bowever-,the·: Special:, E~9nomi~s~~ $ec,tio-n: of:._t~e. Re,~~n:,-e :.: "-~'.:- -: e 
Requirements: D; vision". t,ecommends .t~e;:. gran~iIlg: O:.f~,th~.:.~tul:1_ ,amou,nt~: 9';f;- :',:': 

ic.terim:- ra,te: relie:~~· r~q,ues,t.e:d by."appli~an~:s i~ 05'S1e.r '~.g .P!O~o-?~:, ~-.)~ , .. ~ ". 
intertemporal equity, ,.between. ratepaye:s. ~ .. If,. itlterim· ,rates.... are~ " - , .. ' -~ 

• 'w"" " _-", ., '" . _ ... -~ _. •• '. • _.... _ _ '>- • ~-...... '.... ...."....... .. ... ,....~.. ~ .,' _ .... ___ " 

limi tea.. to an'ticipated-, saviIlgs and,· a consic!eraoly~higb.er-,r,e..venue, - -,. ': 
• ..... • ,_ - 0- • ~ ,. • _ ~ .". ,",... '... .., _...... __ .. _ ~.. .,.-' ., ,., ..... _ ..... ' ... _ 

requiremeXlt is, .subs.equently - .found reasonahle, ... !:u ~ure- ~atepayer.s' ·wculd.." 
~ '.-" .... , ... U' '" "_ .... , .~. • • ~ _. ~ "_ <_ ~ •• " ..... _ -r" ~" .... ~, ,. ...' __ ",.,... • _ _ - ...... '"" ...... , .,_ - ....... 

then ber required. to. make .. up, suc.h ~eve:lue'def.1eie,ncies. p~us, a:i'plicab~e.. ,-
" ~, • •• ' ••• y. ~ ,,- ~ '.' .'" • _.' ... ,_ ( ,'--. ~ .~ _ ~~. 'r ,_... ..., • _. _ --. -'It. \. rt· .... ~. ... _ ... ..,. , 

carrying e.0S:ts:.. <'. . , .. ', ~ :; ::- --:.. :<: . ... .:: ~ : ~::''::::~'''''' 
E. .Al terna ti ve ... ,Ra-temak1z:g.. Options- and.... ,t.h.e _ :, ' .. ~.: ": :.::,~. <: 

Target' capaCi ti Factor Prop'osa'! ." '" 
.. .. .. - ~. - ',,..., 

"Iil""'staff" wftne'ss Kne'cht',s vie,/,' exi's·t:1ris'utilitY ':-'e-~Yat-io'ri' v 

.... - ,'-' t. -,-., '. ~" .... • -. , _ ''' ... ~, '.,.. "- , "', ... J ;" - ' •• , " ~ , •• , ..... ,... - ~ .'. '" p ~. -:. { ... 1 r ~ 

does not adequa te'ly''S'erve- ":.!le" gO'3,'ls o{ 'et'~1.e1ency:' ancf e~uft'Y..~ 'in' "t!l~e ~ ~ .. ' 
,~" _, _:. ,~, ~ ..... r- , .... , ,'''' .,."., _ _ •. '.,.... ,_.- <."...... ,'" ,'. _,..,.~ _c. .._.:. <'-. 

case o't ne'yi' 'powe"r' 'p'lants. . Unde'r' existi"n-g "r'egu:l a't ion',· the co-sts 
a;s~c'i~t~d~ rltli th~~';tilit':"~;' Y~ab'ility: 't"o~ 'k:~~:p~'pow~:~ '?ia';t~'~ ~,":=::-,.-:" .. ' ~ 

-0 •• ~ •• " .~ .' ""- ~-. _ '.1 ~~ ~,'"'. :~ -:. ... ..... ~.' :J. ~T : .. ~ ~.: _, .... , I'~ ':: ~::' : .. :,~ , ;-, ~ .:.' > ,,,,,,, -: ..,. ,., .".:, .~ ,~__ . _ .: E.~ ~~ "": ': 

const~uction on schedule~ to keep costs within budget, to estimate 
properi~-'the:': ~c~~;~t:: di ~~p~it:a~i;' ·ri~e~ded.~ 't:O -sU:P-p;;t' ~~:e~" -:eo-:;s;;:;:~:dt!:o-d',-: ~;d: ,- ''; 
to aebie"ve exP~~e'te'd'~le"v~~is' ~'f:-p:';w~e:~: pi~~:~":-p~~~t"'or;a'h~~~ 'c~re::':-a:li '<: .:~:: -.:' ;:': 

~. I. ,"-.. ,n, _ ,~,..... ...., • ..-. ..... , f'" .... ,-.,.... • ~... • .... ,.- _.... _ ,_ __ ...... ,p ...... _..... .... 1'-, .... ,... _...... . .. ,...... '..... r. ~ . ...,. , .... " ,~".." ... 

allocated. to~·ra·":.epa-iers~ 'eve'll though~ 'manag~e:Il:erit ha's" 'th-e ':"e~$p¢'ns':rcil'it;t' e 
over: .th~~~e:-·e"'os:ti.~· "tJ~d~:~ 't;e:i~ ,~6:C.di:t~;~;.,Kn~c-h·t:: ':t:~~s_t-1l{e~~: :t~~; ~ .:: 'c':-:: 

.'" ,. ~, ... __ ,..,.. -- , .... _.', ... , .... t.'···- ...... ~ .. ,- .. ~.~ .. I< ,., ...... -r-... __ '"'." _,.., _,r)_""'.....,,_I'_ ....... 

the.~_e ~1~~ :~~ \tf-~; .i?~~~?'~i~~~ .. :.~~r ?t:~~fi~~,i_~~; j:.o .~orr:~·~ __ t~e=~e: ,~~.~~~l\~~~~~ .:' ~: ~., ~ 
Staf'f' argues' that const::-uction cost. ovoe::-:"uns and pl,an.t ope,ratfng _ 
problems have been endemc to the ,utility i::dUsi::-i:..:~~~~e·;~.:~e-¥a:;i,.;.:.:.:. 

"... .... - ,... r· ,..... .... . -', - ,- -- .... .. , ..... r ... ..• ~ _ ,,- ,.- ' <. MI •• - - .-~ ........ -- ,.'' ,.... ..... ... ..-, - .'~. ~ ~ • , '. ~.... .1'._ _ ~, .... _ ..... _ .• , ",,' ..... ... ...", ...... _ ~ "" .. _ ...... 

deead..e and ,ar:e evi.den.t in Eciison's recent experiene,e.~~,Tlley believe 
.. -... ...... -. ~~. • ~ " ::, .,L ~~~' :" ': .. , ~ ,~' :-..... .,." ~::' ~~" i":. ~~. ':>: .. " ., .. , .. ~' --.. :~\ ... ,' .... ' _::;. ... , ___ ~:..: ~;"'~ = .~.~ ~: '; 

that regulation has cotltr-ibuted to this state of af!'airs. ' 
•• .... •• ,. ...... ' ~',..... , .,,0, ••••. """.'~ , ...... " ...... J ..... ~ ........ , ..... ~III' " '."" •• ,. ,'" - ....... I ••• _ ,.... ... ... ~~ ..... y' -', , ..... '_. 

, Be-yond' this -:tnettieiencY·3.n·d "i:lequit~ble 'alloea:ti'on ·ot·~~'isk· 
I .... ,. • ,.., ::, ; 1'. ~ ~ :-.. 9 .. :. ~ ~::.; ~'~ '~:: ~.: ~. ,/"'"': -~ _. ",l ',~:.. '"~~''''' ',< ~"~::- _:.:"~ C;': •... ~ ~'':'' -: :::-:: '''": :':'.: 

between investo~s and ratepayers, star~ ~also a::-gues ,:that. p:-esent .. ~_ 
" ~ .... • •• ......~ ~ ..... ,. • .<-'" " • ..... ~"'" • _ ......... _ •• _ ... , ".. .~ '''. • c· , •• ~ ._..' ~, • _ _, ~ • 

regUlation" ,c'ont'r1butes to 'intertemp'oral 1nequ1t'y' 'among ;a~e'paie;s'; 
., .' ~ '>.... ',. '" '9" ;"':." ": .. :: ::. .. ,.:.T ~ < .. !., : ~> ,:- . .' ~ : ~ :.~ . .'.~.-'o _ .,.~;.: _ :- .. ::. ".~;: "!:~:: ',> ~ f~', ~ ~'": .. ~ :> ,.!P.. -::: 

beca~s.e, capital intensive. ~lant.:f az:oe paid.or by ra~e:i'ayers. .,' , 
',- ... ' .' .' -~ ...., - I _. _ ............. -' _, • .... .. -. .... '''.', _ :"'..... .", I' ~.... !", - ''''' ( - ,...... . ',-.. 1-.....' ..., "" '":1 

diSP!,"opO~.ti.6~nately· in' the' e'arii y-ea~s ·_of~'tb.e pia'nt r"s operatio~: -ihis.~ 
',..; ,:... , ........ , ... ,~, _ .... "'- .. " ," . -: ... , -, ,- .• , "". .... ..••• " ~ ... , .-.. - ~ - '_', L.·~ ....... ,..... -- .':1 .:\ I'"- ...... 

problem of ·front:':end·fo"ade.d- 'eap"i.ta'l 'cost '!-ec/>ve-ry :~~ ~riew'~power "p!ants'-
It " .... '-...... :. ~ ... :' ': = ~..: ,- ,~, .. - : ..:.~ .' _.~ ~ .:' .: ~--: ~'... .~ --: _ .. ~ _ .. _ ':: .:.:;:, __ "~" .... ~. :- ~"; =.:;..: .:'-"'::-: .. : :.:,':: 

is all ar'tifact of: the t:"ad!. tional ,accoun~ing cost pricfng used under-
~ "': .. ,," -: _~ _.,:- ~ .... ' .~~. --::-: _ .. ~~' :~' ~.~ .. ~ _. : .' ~ :-' ,T,_:.' '::. ,- (.: ,." _ :: : .. ,; ,.. .. = :-::..' c:~;' .~:: ~~c :--:: 

pre~ent regulation aCciis a distor~ion that 'is exace.rbateCi . . . , 
~ .-......- .... ,..., . .- ~ .... ,,', ..... . 

_.... -~'" + .~ ..... - ........... '.- .... ' ..... _. ,." •• ~ • 

- .", -.J~ . 
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significantly: curing :i:lflationa:'"y:-pe:-iods sucha:5' t.ho.s,e~~ecentlY': 
exy~!"ienced..: ,. " , ' ,,""'~ '. ~' .~ :.':" r ", :'_ ..:: :-' •• ' 

.' ....... ~ ... 

,. ", ~ Staff':: conside!"ed '" three ;·al ter-na tive -:-atemakin:g : opt,ions :'w1lie'b:; 

might correct some of tbe pr-o'olem..s assoeiated W±th-:,exist.i:lS':'",,:', .,' ,. - ~ 

r-egula t1on: as ::1 t :. pe:-ta:ins ,,·to. ;'ne,w 'po.we:- <.pJ:a'%l ts ' sneh' .'as~SONGS ~:2. The 

fir:5 t -two ~ ~: avo. i ded ~'co.s t pr-icing" and'::: t:-enc ec or igi'!lal:, eo st ~,'!"a te b,asing ~ : 

wer-e' found:: by -staff .to = offer;appealing ,-'thecretical' '; 1:np:rove::nents '>over:: 

ccnventional- :-atemak1ng :cn ~;eQ.u1 ty 'and, ef!'iciency :g!"Ollnd.:s':: ,":.'Howeve:- ~: :,:' 

statt concluded.~ that, it ~'wotll:d ':'oe prematuretc<acopt :;eitbe.r-.:of' tllese~> ': 
proposals at, this~. t1!lle~ Mcreover,. '~they :appearo ·,tc., sufter- ::fr-cm:.:ce:-ta±:n':. 

pr-actical prcblems ~ that requi:-e-c!'urther'stt:dy;': ". ~'~ ~,~ ~, ",~ ".-:: - .. :' 

" ", ·-Staff'··consicers ,its .. thir-d '~op.ticn;·'the ':.,ta:-get:cal>ae:tty,~ ":' ,-: 

factcr; to., be-an, inc:oemental" cha.::.ge ~ in:.. the;' eXist!:ng::"'egulator-y ,:<:: -
f:"'amework~ which' is. :"'i:pe, for- 'adopt.ion,~!:ll ~;the case, of :SONGS:2. ;"-.<'!he::. :. 

target capacity' factcr,.w1l1,-ill stafrrs.:-:-view;,: serve "'to. :nore equitably:. 
allocate t.he :risks:asscc:tated::.wi t.h ::.SONGS :.2 ·cpera.tional perfc:-:tance:',::: ,: 

'oetween:- :"'atepayer-s and': stcckholders" and:. cr-eate str-cng .. incen tives fcr-' '; 

more effi"cient~ plant operation::. .. '. .." ... "~ ... '" _.. ., ....... -

' .. -, _.: Starf~,ar~..les' that'- the: ccst-effectivec.ess·.:.c!::SONGS" 2:1s', ' 

substantially in cou'ot !)eca~se of b,1ghe:"' than expectec eCllst.ructicn.: ~:' 

ccsts.· Fu.'rther-, -'the' acto.al~ ccst-eftectiveness- to ratepayers cf the 

power, prod.uced~ fr-om-"SONGS: 2~,will' depelld.- to.. a s!.gnif!.cant:-deg:oee cn:~'"'; 

whether- t!le" plant- ac!l!.eves .. i ts~' expect.ed. level·, ct'· cut:put~: p~:-'for-mance~: ~ 

during" opera tion.· Fc:'" base load : plants: like.: SONGS::' 2 ;.: wi th~' high",: , -~' .... 

capital. costs: anc.~ lcw. 'fuel ccsts'~ high: cutput: levels," a:'"e" cr-itical.' 1::1";~: 

spread:ing-: the- fixed, costs- over-· a: maximum, number- ot::kilcwa t't: hcurs tc:·:: 

r-educe~-:tbe- unit'~ co,s.t.· or· power pro'ducec1: by:~ the:', plant~; and.',tc·-:minimize:-::'~ 
the necessity of· r-ely1ng: on'" expe:ls1ve~' oil,', and ~.' gas, based.: r-eplace:nent', .... 

pcwer. ,'. ,",.' 
, _... ,_ h ... 

~ .. :~, _,.-, The"': target capac:. ty .. factcr:' zhat. staff, prcposes~ ~"rc\,lld:: hold~', ~_, .. ' 

the 'utility to: a standarc.:- c'f~ perfo:r-:nallee: eQ.uivalent: to--: 1 ts'.:- plannec:-- '. ~ 
cut put. .cr: capaeity' factor:- level,' tlle:r-eoy ~ut'ting, t.he utili:ty: at !"isk~." 

tcr aC'tua:l- per-forma~ce-levels'.~ , Utili:ty r-'2tu!":lS~. wou.ld be;: ~ied-:,.to:·, the:. ? 
..... , .. - ... j'" ,'" ',. ....... ,..... ,,.... ," ',.., . .. ... ~ '.... -"' ,.-.... . .'.- ' 
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utility"sa·bility,'to meet':or exceed. '~tb.e .:sta:ldard_o::pe!."!"or::nanee~,': ,:':.~ .... : e 
Staff argues that this proposal ·..till :-etl:-ese:lt a :nore equitable' :',:~,:::,: 

al'loea t10n ,'ot: ~per-!"ot":lance-rela ted.~::":ts.k· andwilJ: :spllr:: achieveme!l tot 

highe:- level:Lof.':per-i"ot":na:lC'e. .': ~:_:':' :: : -::::;: :::. '": "::: :::-. " 
.:Sta:rr-r-ejects. the ::util:!;ties.' ·hcontent!:on:·that:the.:tar-get~_~: _ .. 

capacity fact.ot":r-epr-esents an unfair~change.::::c: the·::-egulatory:.~rules_·: 
of· thega:ne."·~ ··St·aft ,.argues .' that ";. the ~-o~±ginal-:.SONGS'·:Cer-tit:icate.: of·:· ~ .-.,'~ 

Public' Convenience ::and' Neeessity, : granted -:in :,,197),;, :.:s·p-ecifically ~ :~:.: -:::: 

deferred ratemaking"eonsideratioC;.S· to future~: proceedi:gs;:·and.·: did not::: 

manda teany ':particular : r-ateoaking .": treatmen t i;' :,: Furthe:o-,:'::s ta ft COtl tends::­

that many other rules and ·:~atemal-dng~pr<:>eed\lres:have::.al:-ead.y oeen.:·: .:'~:: 

altered . since the. SONGS .eerti!'icate :·;ofas·i~sued,. ·:nost :of~:wh.icb. have 

reduced the·risks~· borne '~"oy the-utility . .:.':: Tb.ese·~.changes:'":include the: -::.- ': 
establishment ~.or: ERAM, . the attr-itiot:. .. allowance,. .: ~he ~egula:tory,,: lag~::.·,;'; 

plan, -and, :nost importantly,. ECAC·.;': .. In its,opening.::br1e~ . .,.::sta!"t .' ~:~.:: 
states·that its '!'recommendat!:oo..~to::base,ECAC.·::"ates.:on:·:SONGS::: .~'.:::.:.~ 

generation ~ at.: Edison's. ex,eeted . life -. cycle .. capaci ty raetot",~ :..s-: no·thing.:: 

:nore than' a partial r-eturn to the :n3llner:,;i::L'which !'uel:costs:''''et'e : .... ::~ e 
recovered.:wben:.the: SONGS. project was·:certificatec.!!~ ': .(St.a£t-=.Opening 
Brie!',.:p.' 13;.) .... - -'."': .. ':::: :-:.: ... ~ ___ . ..::--.' . .:-:::'. 

target capacity factor-on the~utilities~'cost:of:capital:should~~e:~~: 

weighed;.." . I:l sta!'!' , 5: view.; the target::capaei ty-. factor: represe!l.tz·: a: '.-.': ~ 
small incr-emen t. o!' added" risk. for.- tbe:~ companies ·invol ved.;...: .. Sta!'!'·~ ~~. ": ~ .:. 

a-rgues- that-- even ".rith'. the' tat"get'capaci ty-:-facto':- ,,,' t"a te.payers-,will~ ; :-:.' :. 
bear most-o!',-the. :-isks. associated. wi.th the-:plant,.': inc:ludinS-:' r.~sks.·.o.f:-:. 

cons.truction.: cost overruns,:- nuclear:. !uel eO·$:t.:: varia.tio:l:;':: .se-rv.i.ee-~:: _, ::", ': 
satety· and.' liability , . and .. othe:-: factors·.:,. More~. i:npor·ta:l,tly:,. in,:.: .~.~ 

staff's view, the small increment of added risk to the utility 

, ... '-, 

.,'" 

associa ted·. with the' target,- capac~ ty .. factor:-- ".rill··'oe·7· -greatly::outo.reighec. 

by the:' :-educed risks'" assoeiated.:~th::'b.aV1n'g: Ule .. plant-eome ·o~.li.:l.e .... ~:: 

andy· be p.ut·< into rates.' '" S-ta!"'t po'ints: out..tha t~ 't-es-tlmo.o..y:: .by::·"o¢~~:" ~~',~ : 

Ed.ison.": and· SDG&E in· thiS:~'P.roceeding~ i!ldicates.that.~.tb:e:-·eompani.es:.'.::. ~.: '.: 

financial perfo:-mance measu:-es ~ill i:nprove significantly ai"ter- SONGS 
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e eommell6es' eomme.·r"e!'aro~r"a:t'l:on's'. - E<1isQ-ll,"'for-- exa:np'l:e,:~'f'o:'ee'ast'S:~:t.h'a't:~' 
when bothSONCS 'un'1 ts-~ar"e'Put' 'fn:to rat:e'S:; 'in~ternal·::gen.eia'-tio:n,: .of'~: ':: 

funds- willrnereas~~from, 40'.:2%- ,to-··63';,~7~,· 'pre'-tax- ·!.nt:ere:s-~'e¢-verag:e::'," 

will, 'in~rease~ 'from: 3.:5S-to 3.-S9',"and AFUDC:' 'wi'lJ.~ d:ee1:r:l-e-::~!-~om. :35.:61~~::'·: :, 
or ea~ninis'; ayail,a'o-le<!or:eom.mon~·equi;ty~ to' 2':.'l+%-~~< In:'S'ta'f:'~'~:s": v::ew~ :7 

the net. erfeCt ori~ ~l'ie: u'tl:l!ti"'s-:: ':ri"sk 'rifha. vi.-:ii SONGS: 'l~ri-~ c'om:er-e1:a:r'::- ~ " 
oper"ation and' hri'i'£g a' 'target- 'c£apact t':i 't'aCiC::-: -app-"l:ied- t"O-- t:~:"prant':: :'is~': 
clearly areduetionii:l'overal-feompany ':--fsk .,': !!l !"aet,' as: 'n-&tee 
elsewhe~e, staf!' bel!evei: ,that the-'C¢=!'ss'io~ s:h.oul.(!,eQ.riSid.er::'a'~'·~::"~­
d ownware' aQ-jus-tlll.ent:!.~::the company' s:rat:"e':' ot, :!"et\ .. ~n: ~ and": -snoul~-'l:e'ave" > ~, 

thispr'oeeea:blg :~pen'>on t~ :rssu'e"O?' ,tl:~ ~p:r-Ope:"': :'ate o-f"-~turn to:: ~:." ': 
appliea'toSONGS.· .. ".' > ,~. ' '" '-, -, ~ ~'" " ,: ',,:: ~ = 

'Stattargiies that :i·t'Z' pr-opOsed' '55~ ta!,"ge~fs> "a 'v'a:ricf' ,,' 
standard "of e:Qeeted~ p~o'r:na:nee- ", !<n~c1it te5ti~!~cr: :t·riat:' ::s:s:~ 1's: :t'b.~e: .. :, 

tigure that 'Edison ':has' 'used ~'~Cir :p-la:l-ni:ig 'putp¢s~s: 'and: "that: ,th~:: .. ,: ... 
utility nas 'eolit'!IiuO:usly ass'e"rte(fthat~ thi.s~!s -t'h'e ':~st' 'es:t::tmat:e: !'or-' . 
suc!i"pur"Posei in ':f!l:1:rig's 'be!'o~', tb1sComm!S:s'ion;: ·th'e Cal-!!o-rnia .:' ':': .~ .. 
Ene:-gy ·Comm:[ss1on,: -an~ e'l:sewh'er:e: ':S:ta"tt'~'e'as¢n:s :that= :i'!" ·"Ui~n": ~~: .-~ : 

alloeatirigN!sOtiree plann:1:ig::r1'slci :t~o ~'ratepaYe2s:- on::th:iS:~ :ba:sis;·· "~,'" 

pursu'ing '-a: ~p~j'.eet' that' ,w!lr,su-O:S:taritia'l!y :'a'~~eet '~'!"uture: ::r'a;~'s; .~the'!l'~ : 

this is ::also-a: :·:i"li<1· "standa:-dthrough ':wh!:'e'h. to: :arloea:.t:e:.:pe.l:."~or:na%lce ,.. ~ 
riSKS to the company du:o-ing the project '~s- 'operating J:±!"e:. : ,~a:t"!':" ,'" ~ " 

a <imi ts that Edison ':'s~plan::::llg, target :15 .hig!le~ "''':-han, .. statt.'::r:; 
pred'ietion :'r>~ 'an '.ac~ua'l l:ife~ye!'e' ..:ope~~ing leve:t :'tor SONGS:Z;., wb.::.c'h.­
is 1:1 : the . ~angeor 55-60~.;However;·,sta~!' ,contends,'that: :even~ ':1;£ the "~ ": 
plan t d.oe's not' exceed: :star~"'s ~p.re<1iC'te'd ',J:evel :ot -pe.r!'orman~:,~the -:- ~,~', 

resulting penalty under"the -65~;:tar'get;'willbe'!'ar- less':-:tri:eq:u:tta~1.e -::;' , 
to stockhoIC1'ersthanthe$1 ~'3'c!II:ion "::tn ~n'et,. 'cos:t:s- :tha't ':s.t:a~'f-' expee-....s:: 
ratepayer.s~to pay:'over the 'I;if.e,ot the:i>la::i~ because:,:of',:i:ts ::-Iack':o,t,'~: 

eost-etteetivenes~~ 

Stafr'::lotes in',its' ope::t1:g';oriet' ,the ,-,ut±liti.es!: .:-:c:ontention 
that NRC regulation and. 'other factors' leave :~a:gementW!:th ~'lltt.le.:...:, ~ 

actual' discretion -'over' nuclear -plant' pe%"!or':rla:lce;;;, The c.til:!;ties·~ -:' . - ; 
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conclude· that oecau~. o:!~ t.h~r, limi~t.ed control .e·u~r~ p:la!l.t.::.-O:p . .er.a~:".on.-·~.: e 
the creation' ,o!:a uti.li·ty .peri'or:can-ee: incent:ivt::can·.haye~~-li~:tl~ ~:;eal· ~ ... 

etfect'.¢'no-~ra.t-ing· e.t'ficiec-ey •. ·!ttsteae ,:"';b:e. ut-,ili t.i~s,.a·::gue·,~ ::.b.e.: - .. -. 
propo-5e.d perf-orClanc.e:stand.arc.~ ....ril1gene=-a:t.e-~ r~war.d,s:: o:r: .-penal:':.i~s-c.ue-.... 
te ;>erfor"mance-related faC"tor"s- that. .. are· 'ceyo·nc.·. the u-tiliti.es'~ . ~, . -'. .~,,'. _ , . --," ., .- ..... '- ......... '- ,.~' ........ 

centrel .... , '!hey cons~~e!"~ thi~: .too~i?appro?r.?-?~ in..:th.~~ a:,b.se;lceof a - ~ 

sp-ecif!.c,tinding, OY.the· Co::missie:!- ot prud.en.,cy .or. illlprud.eo.cy. 
•.• • . . .. - .. , _, • , • . _. .. .. '. '. . c, '. • _.... _' ~ " 

Statt, arg'..les ~ha -: ,utility . .contr-ol .ever .r:.uclea.. ..... pla.n~ .'" 
". ,-' , • • ii", ~~ • ... • _ ._ • ..... e ,_0 ... ' 6. '. .. '" ~, __ • 

perro r:tance)' whil-e limit-ed.·y: is, ex.:..ensi ~/e eo.oughso tb.a t ·the. - ~ ....;..... ...... - .. '... ..', .... '..~ ~ .. ~" -..... -, '.~ 

peri'er-:lance standar-d- "can .be .ex~e.-cted· to -!l.a:v.-e a p~~!. ~iye: ~::.~C:~t;.-t~?~. 

ef~ec t-... Howeve r- r:. eve:!, i,!';>la,n t.,yerfo::::lanc.eiS: a!'f ec t.e.d. .. by,; ;.£a.c.t:..ors 
outside .of :nanage:lent cont.r-ol, staff argues' that it. is. ::,ne·t.:-at: :.all 

clear ·tlhy_only.ra~pay~r".s- sh.o:ul~ _b~: ~t: risk tor such ,;ac~~.r:.~. An 

e~uit.able-. all-ocat.i-onot _:-:'S1: can,not: oe.ach:..ev:e,d,.. ~i!l- _S:-t:a.~~:'s -~·r;.e~w..r::~: 

the r-a tepaye:-s, are· -requi:-e~ to ,~ear. all .!"i..sks except . .i:::.. su-c-hcases. ' . 
• , ~ • ,. • '. ,- • •• • • ". _ ,.' _" -w' __ '"", '. ~.. ...... 

'tlhe~ manage!l1ent co:ntrolcan ,~: ;>rove!l ... ' --:':h.us it ll: aP?t:':O-'p,ria.t,.e .:i~ .' :;' ~ 

statt's "lie"" '.that the-i~ P:er",!'-ormar:rces-,":andar:d :cont-r:i:.1~)utes: :..0 :.a:s!lari.!'lg, 
.0 'to the r-fsk ;-on .all, .fa<:t.or"s ,aftectir:g SCNPS 2 -o-per:a t.ion ... ; _ :,!:!-d.~e.d.,. .:-~ --:', <'. 
staff ar:gue,s· :that. ~oc.e o,f: t.he: mos.t ·cocpe;lli!'lg ,.!"eas9ns ,f~::.t;he ::a~o~.t:~~=?= . 
o t . t~ir. Pt"¢'posed.·-:argeteapaC'i::t-:r faC'to:r is .'tha t- i ~ will. ~co::~=-i~ut.e.. -.... - , . . 

,... .... ",,".> 

...... .,j ... 

Kr:tee.llt- ·f:.lrthe-:- ·ir:tdica-::ed :~:-..a't :he ·tel~t that l' :.even: wllen the~':' 

<:.arge_t capaci ":y !'aetor ,is in- .:O'pera tion,a~d. . ':he t.r:.-ili ty -:is;a t ,~::isk .'t;o'(' -: 

plant o-per-at·ion, ,the uti-lities could' al·tlays come-to ":.h.e' C<>m:t:"ssiou:..: 

and plead for-a::-:!llod'if!.eatio-o: et :tJ:e . standard,. 'ie: ;the _case .. of. a:l:;, _~ .'~.:'" ';' 
ex<:.reme conti-r:tge:c.cy s~eh '. asa . lengthy ~-N'RC:_ord.ered ;' ~hutc.o-..rn-.-:- ~n..: <:.b.!;s'.-; 
ca.s-e the bll~en ,~O't· -p'(',oo-!as 't¢ ·':.lle ::eec. ~'to,~ -adjusting ::exP:ected';::- : :, ::~ 

pertor-mance leyels ane .:-eall'oeatillg cost-s _and'=-isks:t~ratepaye~s:~: " 
',o1euld oe on the utili":.:r 1 ·tlnere 1 stat!' 'believes, it s!:toul-d. '.:~e." -, -', -::: ,.::: 

Fi::ally i .0:' the ·issue:o!".::uelea:",safety ... stat!,'_does ::et 
'belie--/e tb.at ~!ler-e is a con!'lie-t 'bet"tleen tb.e'j):-O'j)o-sed_:C~_and -:., ".' 

safet1.. .:K:echt test.ified: that·the ~NRC ·has. the' :-esponsi'bili ty .:.!'or-.::.:.:::: ': . 
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e assuring nuclea.r ':.plant 'safety a-n'd he- ex-pect:s ~tll'at :Edi~fotf woutd abide 
oy the NRC's' rul~i and -regu!:ations ,:'as . :rt-: ~op:era~t.es ·t.lle ';p1.arit.:.:' <' ~:-:,~,:, :. ~ ": 

Further, tne '~6nomie= 'iricent:tve ~tO:~'i:ncrea.:se. ~u:tp:ut~ ·'u:fa~r '''tb~'':'!C:-: :,:': ~ '": ,~;:: 

would ·no:t ,":eon,tlict~\d:t~ safe:ty :o:eeaus'e '~!t':;ls'cr..earry:'-ol1~t· •. ie::::gn:ec:. -·1ji·~·~ :.' ' 
tbe :~riomi'C: :foss' that: ~t'he-~ :utir£t~l-woul~ :-:1sk::o-l :¢otriP:r¢m~s1:lg~ :'; - ": :;: . '::: 
safety: ~"st·a!'f' ;'po!:it's :'out :'t"liit· safet:l ;C:On:ee:onS:'ba've:n:ot :1>r:ev~t:ee:~···~ : 
other jur!sd!:et1on-:S trotli'-ad:Opting ~si-miiar ·per-:for:nari'ce: ::!:n:¢en t:r~ies\ ~r<:i-r~::~' 
nuclear ~pla:lts. :.- -:: Staff coriclude3 '~';ha:t 'th:e reF' ~1J: :'-nOi<c¢tifl!:et: : Wi:t"b= ~::; ,- ~ ," - .. ,'" - ,..... . ... ...... , -.. "". " ' .... ~ .... " "fr" .... " ...... 0.".,., 

.... ' .. , ..... """-- .- - -

.. 
VI!!: 

~ -, ... ~ f" ...... /" n. .._ .. ~ ....... , '" '":-'::"f'-" "';.""".:;. ,.-:. .. ~' ... _ Position ot-dthe~ 'Parties -"--' 

A. !Qg - ow .'. ,~. ,. .. _ .... ." ~ "' .. ~ - ..... 1"\ -.. .-, ., '." - ............ " ...... ....' ~'.... • ,-4 .. ,..... _."-, ___ , ' ... __ ...... ~ ....... 

PG&E did :lOt. !"ile a br-ie!" nor- ~ar-ticipa ~ea,e;t.i;Y'~ly: :i:l ,:t.l?-e .: 
..... _-----_._-

proceed.ing·exeept·~o -oft.er~e'cut.tal-t.esti!llony~~y' Dr" •. Samir-, .P,. 3araka ~ 
" , " ." , • -.- ,. •• ". • • _ _ ' .., ., .. .... ..'" _ .. _ .' c ~ .... 

to sta~f wit.:less ·Knecht 's~ testi:no:ly"on ·.alte~:lat-ive ~r-ate.maki.~g ..... ~ ," " .. 
,. ~. , •• ft •• ,_ •• ...... oJ •••• u •• ... _ _ •• t _._ .... H .. .., .... __ ..... ,....., .... ,.' ..... 

options. While: acknowledg!.ng ~.tha ~ :::ecotl'omic:e !.!,:iciency .:;and :::: :~,',,' ": ":':' :>, :-

in tertemporal equity among :-a tepayers cr-i te ria :nay' ~,ha ve, ... ,some ,..:ne,r-it,-
4 ... '.. • ... _. ".. __ ~ .. • e Dr. Bar-akat cautions that the use of these cr!.ter-ia needs to be.~·,~'-::­

care-f'ully:, eval1:ated,,,: wi thi:l the ove~all t:'::-amew<?rk o~ ,,:~egu;la t~d 
utili ties. 'Ib.e super-imposing of: :cotllp.eti t1ve '. :arket. id.eals o!' -,- , -

~ '" " __ ,"'0-, , ... , ~ ••. "'_,","'". 

com~et.i t.ion-must,..be ... r-econciled ~.;.rith-the -r-egulated. -mono?O-ly ~ame-..;o!"k ... ~ . . ' ...., . , ... .... .. ...... ..- , ' ... -'.. - ~, . 

proeucers bea:,,-all t.he,:-isk ... in .... a-competi:i~le,.societyT Dr, .. ,~Barakat '.' ... 
~. - ,~ _' - '.. - - .. - .... .., - ~ ~ _. -...... ~ . .. - - _. - ..... ~ ." ..... __ '.. .'" I,.. :.' • 

not.es ::this is-,not.:always, true -a:lC.~.the:-e ~a~e =a:ly·exam~les ,of., - ~.,; ' .. ~ ~ . 
• '. ~-' ... __ .-e ....... --- ... -- ...... c., "-~. __ ~ +"''''' ......... ~ ",","'~._' ___ k_~.". 

consumers assumins-, risks i:1. a~ com?eti ti 'O'e-. society _ -. !f .. t!le - Co:l:lission 
" ... ____ ~ ~ • '" ' _. _ _ .... -"... _ .' .... _ ~.... • < .... ..- _. • ~ • .... ,-. •• ... ___ ~ __ .. .... • _c ,~ .. ' ,'" _. 

'believes .. that tb.e:- utilities. should .. assume· addi tional-:-isks, ." he " .... " ',',,-
~. ..... • .." • .. ~ • '. • ... • • ......... ~ _ _ _ ...... " .. ;,~, ,-- -~ .. < yo ...... 

cautions that it should care!"ully analyze ~he be:lefit~:,a~~ ~?~;~.:of .: 
ha..v~:lg,: the;utilit.y asswne.,the ad.ditional:,:"isks ... -::!~.:gr.eat~r:-::risk is 
imposed Otl..- tb.e~ shareholders.,." i1:lvestors,;.roulc..:"equi:-e ,a~b.igb.er .. r-e,tur:l ... 

... "\. ... • • ",' ~ .. '.. _... '. • '. ri _. • • ~ _ ... ~_.'. ~ ., L._ " ~~. .... .... . ......... '. _ .. , .... ~ ",., 

in excb.ange::, !or,:-assumi!lg: the_ :-15k .. .:: Should- the Com.~ission:~eei~e,,: ;o~,' ': 
imP:O,5,e: gr,eat~r: risks... on. ~he, ~t.ility~. i~ '. should. be, a·.·,!'air- .... risk",:-atb.e~, .. . 

, ,.. • _. • • • ,l,. ~ ', •• ' _ ... L _ ..... • • .......... '_ •• _.... ....". _. ,_ .... ' 

than a: risk;: that will :lOSt.. l;~ely.: !"esult. in:- ~.:r~:;·.e:~f,= :,,~~u;;.:: p~;~~ t7,-':': 
which is not the result o!' any spe~;fic" ?a~ag~~~~~ ~~o::-c?=~;..gs.~ ::':::: :: .. : 
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''''-::., ~ -.:: -' ... ,-', 

" ~. - ,,_.. ...' ' .... 

. .: .Dr •.. Ba:raka:t :a::-gued-::t:~:e it., ~e: C~r.:.:niss~O~.,~,oc.~~c;.~~.s ~;:~:""::.::;~_ e 
implementat,1on ~o! .the;CF ~p.:t;i~n.,'.i,t ·should.:.,ce ",:d~~~ O;nly:--:a!;:~r::.' '. -:' '.::' 
careful: :r:evie,w .-and.: ~i ~ ~5ho,u:ld:·.~Ce_ .-J.n~t:r~u~e,~ :gr.a.:~al::y-::~.:aJ.lo,w. .'~,,' :":~, :: 
s uffic·ien t. ".exp,eri-e::J.C'e. to- -enhance ,·eval-uatioll . -of i tos . ~~~eet.i.V:~:less. _ " .... . 

• ~ - '_ - " .. • -" ~ '" _ _ _ .... , ...,' , _." _" _ • .1'0 ,,_ __ _ _ "'...... '" ~ _ _ _ ... ;.,. 

Dr. Barakat. fur·t.her -t.est1tied. t:a. t,.',i!',·th-e -Commi..ssion is-C'Onside:.i::.,g ,-,'_ 
• - • - - • - -<' • ~ .....,. .. - ,,'" +.... - -- --.... _ .. ' - .. -_., . -"" lop' - - .... -..... '... ..... ..... - ...... & + .... 

d eter::.al·~r..ra:te. ~recov:e:-y ~'t:o :a,~~id: :ra te_ shock,-; ~.i::"; :.sh~~¥ ·~~~fu~l.J::'~ .- " 
exam1ne·thea.ssoeia t.ed--~cos.ts.. ". ,He, -furth.er- -suggests that -if, ... the. ' ... ,~. __ 

• • , • • _. -, ~ - • _ - - • > • .,..... __ ,.,.,. u' _.:' ," '. ~ __ • ,_..... _ _ -" ....... _..... ~ • .-. _ .. _ ~.,.. , ,_ ~. '.' "_ 

Commission.d-ec1de$ ~to- 'r'eciU'C'e' ra t.e~S:l.oek.". "it, ... can c.orrect alleged .. , -0 ... ~ ,_ 
.. " " ....... "-' .. _ 'w 0- ~, .......... ,,-.., ... _~. '~"'_""_"" .. , •• ' .......... ~ ... , ._ ••• _"' ...... . 

efficiency and iIlte:-tecpor-al equity p~oblems by 
r'atemaking :nechanism like a J~alanc:i~g account •. 

." .... {"Or. ,'. _ ....... ' ... ~ , ,. ,.... .... , , .... _ 

using a. e~Il~:~~ t.~~.~~; :. :' 
By. using a variant of 

an understood :-a temaki':li';~iethOd'0:;6-sr~aib-ei-;:ha:l 'i "novel one, 
Commission can reduce the investors' percep'tion of r-isk. 

"" ., .,..., -.' ' . .- ,.... ,_ .. -. '.:" " .- ,. B. . Ci"t.y ~ot -Sa'n ;'Diego ,.' - , .. "' ~ - -, ...... , - .. - ~" ... 

:.' " ;, ,~": . ':: 'The :Cft:y -(if sa~:' Diego ';pa!"tici!pated ~'in "~the: c~oss~examinat10n:, 

of va::-ious- '::di's'onand"SDG&E rW1tnesses ;;:::>ar-ticula:-!y :'those ~~,*h.o· '. ': .. ~ ~:: ::' 

testified OIl :ma:tt:ers,a.ffect.ing::SDG&E~rate$=.:"·:::t ,"d1d")'not "tiIe a· brief::::; 
in these'~~proeeed'ings:':-' ~'-.... .. , .. " - ' - ",;'''''' ."" -, - ;'~ -::-~ : ..... :-::: .. 
C • ~.. " . .. .. ..~. ~, '.~.:: ':: - ," : ,.: .: :.: ;": :-.: ;. ,,--: .::: . ': - e 

: Ill" the 0::-3.1 ar-guments TURN· stated that- the:-e':'-:[s:: a:'need:" for-'-: 
the nuclear- powe:": :':ldustfy,~·to~'::-ega~:1~t.s.e confidence:::of tile . -'. ~: ~.:'..::~;: 
ra tepayer-s ~ . 1'h:::;':ca:tl·~'oe .. cone r: by-i:lposf!'lg'; 03.- Wa:-:-an ty= of':" performance:: :; 

re~ui:-e:nent '~oc.the -ut.ility~· '!URN: 'oel.ieves ,~t:::a t app!ica:nts ~~:should be 
r-equi:-ed,:to :meet the: 80S:'capacity :~aetor'-or-igina!!y ~~ed-:by::: :~'":. -:.:.:: -: - 7 

appliean~s-'~hen :they' !'::~st p:.oposed:' c6rist:-tiction,::of·:SONGS:~2.' '·TURN~ :, :.-

also:' opposes the '. levelizing'· of" r-a tes: since it confuses": tne:':: pUblic;' by:: 
:nasking t.he 'e!'tect~o!'::any:::-ate,::a:etioris:"taken:'by~the:"Commission::~ ';~ .-~~. ~ 

. - ...... ,... ......... - ......... ~- .-,,...,- -. ~ 
... _.... to. _ ...... J.,. .... _ ... ,. .. ' .. ~ ... " ....... '-' _,~" ~_ 

.. ..: :<~~:":F:-1ends"advocated-the adoption of::avo-1de<l cost~l:"ates:--t.O·":ge,t:: 

away;: from"the-aroi tra:-ines$"of'~'esta'olishing";a':' set;: ta.!"get~ capaci tye:: :::':: 

tactor-~ .- . Friends, a::-gues tlla t: suf!"1c1erit':!'!.Ilanc1al:-·ince:l'tives;; and: ::,: ;:.: 
penalt.ies:' do" not exist~ u:lde:-' the- cuf!'-ent.':- ::-egulato:-y:' sy'stem.:' anc~ ~b.a·:::::- ..: 

t.he:' adoptioii of": a': ~e:-for~nee =echaIlis~ like:' 'rCF or.-- avo·icea:· co's~s ::.:-:: 
would serve,:-a:·61ea.~ Public':!:ltere'st:"-:: ... --'.~. ',:.: :::-: ~:..: :::-:-"~ 

- 37 -



A.82-02-40~ A.82-03-63 ALJ/vdlljt.:: . - ~ .: .. , 
.~" -. . ..... ~: 

, •• < OJ - .... .. 

":: :. .... .... ,..'. , ..... , ... , ... ... .. - , -. ~ ....... '. 
,,~ " ..... .. , •• '. -. t" 

Cotll:l.unity Ene:-gy Action ~etwo:-ktakestb.e- position. that 
thi~ proceedini 'i~$ a 'p:-~cedent~$et.:ti;g ~;e'~ i~~:f~r~:U!~~;~oje~t$. 
Therefore, in orde:- to. ,deal..!.ai:ly wi,tb...,ratepayer,s as . ,well a,s 

~: ..... ,t' • - •.• ,.... ~ .... ~. • .• ' ~. ~ , '~ .'., • • ~.....~. ... _ ...... ., - .... • 

investors. it recommend's..: ·Ule' 'ad.o:ptio~ o-£:-,~a;; :t'c:"'Cl~'.:whi:e!:l: includes 
,-..' .... , 1-" ... - .. , -"..,. 

a voided cost, t:-ended. original cost., and target- 'ca'p'ac'!:ty"" factor. 
Such formula ~houid" b'e~,su;:{e6.t~ io~ :e~~a1..ua.:tion:· :~:;./e~r;~wo· :o~; t~ee 

_. •• '" •• ~ "'~ .<' '- _ ": .... __ .. ,-' '4" .', '..... .', • ~ .... .. _ ~ .... __ u' H" ~ .•. : .... 

months, as an ongo1n'g ~-p:ro:ces~ 'U)::evalU'ate''i~'1ie!'"!'o-rman:ce and the 

snaring of ~isk3. "" ., '. r ------ -,......_. __ ._._ .. _---
:-. Mr. Duncan 

Mr. Duncan argued that the:-e are :l.a:n~y::;ha!:.t:~om::taxe·s 'cbargec: 
. ..... ~ .. ' ... - . . "'. ' ... - ... -, ... 

to. ,r.a tepay-ers: which ,are :leye~pa!.d .t.o .the. iov:er:i:lei1~bi::tlle .. '": ---
" t., _L • ...; ...... '" ' ••• _._ .... , ... 'v , ...... _.~ •• ' .......... , .. .1_ ... __ ._ ..... ~, ........ - ..... 

utilities .... ,Re" believes. tb.at ~a.tepayers .should ,Set, an _e,qui~ty_.:-eturn,,.., 
- • .~..'....... . ..... ,,-,- ... :. _. " • '. " ... ~''''. _.... '., , " .".... ... " • '-, ... ..1 .. ~ __ .:' ... / ... ~ _ ... _.\.~ "' _ ..... _< ,~. "" 

on ,the. inter-es.t.-!:r-ee ,cap;1.tal, pr;oyided. ,byra t,e'paye~,s ~o .... t,he, .u.ti.li.ties. '. ~ 
.~ ..... ~. _., ....... , - .... ' -~.... ~ .:. - ,..'" ,' .. , ...... ,- ~.... ..-'--- ..... _/~' .~.~','-~"- .. 

in the, form. ,cf ,pha:ltom. t.axe.s.... " - .. ~' -: -: - '. - ,"" - .... '::.::', C:'¥ __ :: ': ' •• ':. 

" _n ....... , .,-,_ ...... ' ~~~. '.'. ""' . ." '" " ..... f ..... " •• ," ,'" -" .. ~._ r-,' ,.' .... !II'w "",,'/"'-,' .... r .-. ___ ,"'" .~~' ... 

'; 'During t1fe'cou:-se 'o'f 'the- !iea:-':t::::gs 'ce:-'ta'i:l maJor 'ts·s1.:·e~r . ~. -, . 
" ,'......... ..... .. • ..., ~ ....... - .' .~. ".... ...... -+ • .- r"" .-. "_.... .... ~ h .K "' .. ,'."" ........... ...., r ~". 

e!D.e:-ged. ' that" '::lust be' add:-e'sse'd' ~i:': "thi~s' 'dec'!:sion·.. . 'The'se' '!:nclu'C:e~ '''t'h"e- . , 

follow1ng: 
.. : ". :: .~ ... ~. ,"--- '.'" ~ ~.:. .~~:. ~ (~~:,: .:. . .... .-~, 

"~7:: <Sb:ouicr ~~ON'GS 2 '-O&M "exp:en';es"'oi ~~se'';(id ;'i- 2;·;·::: 
. ~ ' •. :' - ·~eo:lv:ent."i'O:na'!::~t:es.t ·y.ear~ ~e:d. 'e'$.t.~::'oa~.;s: - '.:-' 

or should they- .'o,e .give~ :~alanc1ng, .acc.oun.t ~ ~ 
treat:nent? ." ,. ,,_., " .. - , -.. , '" ., - -,: 

.ft.' • .,.... ...... .-,... • - ~ --II ..... ,- _ - - •• .r~.-, ..... ." .~ - . ....... ' ....... , .... ~ ... ' .-~.'-

2. !£ '·conventionaIt.e'st yea:-' :-a"temaki!l'g Ts" ~" -'" 
. ":adopted ;~b.a t.level ::01: eX?-en$~ shou!:d;- '0 e: ';':-:~,' " .... ...... ...~.,.. ~ 

' .. ~ .. ~ad.p~:t:e~:?:. "'~ :':;~":::::':"': ~~:":;;'""':':-"" ',":: -:::;',:: 'C.: ,~­
.. ~ 3 •. Of .. t,ne, ov:e~al.l ~:",ev:enu.e -;requ1:-eme.n,t, rinc":-e,~s,e. ' ~, _ '.,._ ~ 
-" .... sou'ght 'int.b.e· appI~eat!::on;·· ..... ~t·~rti'on·· .. ,', . . .. ,. ~ '" .-

:s,hou1-d :be' a'llowed. ':as :'inter'u .ca~h:::-ev.en .. ue's?:" ~ ~ ... -,..., .~ ,- < ," 

,4. -,W1:lat."ra teot' "r:ett:r:l 3'houl:d--':)e app,l:!ed.:to-, .:' :::.: 
~SONGS 21::.v:est:!lent. _f'o~ the p,u:".?Ose ~o.r _sett.in,S __ 

-' r:iter-i::l 'rat'es1 --' - ", '. .'.,'" .. ,- .' - ':. ," .. 

5. Should SONGS 2 and 3 project costs be divided. 
on a 50-50 basis to allocate common plant. 
equally to SONGS 2 and 3 0:" should it 'oe 
allocated on a 60-40 'oasis to :-ecogn1ze that 
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common i'lant goes into: ,service~· .... h-e:t SONG$-:;2 "': _:: ~ --:: 
g~~~" in,'t.o se,rv,ic:~,? . >~~:~'_ :'~":~'~~-:-=-~'': -~> _ .~~~:,::--'---. 

_ .Sho.uld. the, staff ',s prop,osed,. -,:arg.et~ "capac:' t:y~ . . ... ' ", , 
. !"actor 'be adopted.? . . .. " .. ' '. .' " ,.-: ... -

T.. . -shOUld. ot.he1'"~ 'al te:,,~ai'i ve: ':"a telllak1ng"~ ~:. - ": :: 
. t~atmen.t:s-:: 'd::tscllssed-:by:- stat'falsO'::':>e-
c,ons~der,edJ .... " , _ _ ~ . "';,~ . 

~.' ...... . ..'. ~ . ~ , .... - . -,. - .,;"~ . ~ -
,8 ..Wha:tadjustmen:e, .t.o ECAC ,and .. AER r.a te,s sho.uld 

be :nade, it'" any'f t.:o-recognizetossil tUe'l­
savi-ngs- t.r-om: _the- ope!"ati.on .ot_ ,SONGS2?, :.;'.,' -: _. 

x. Discussion 

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

"-'-i" . 

A. Fixed .o&!"! .EXP.erlse, .Es.timates 
Or' 'Balancing A'ccount" 

, . __ .t> __ ., __ ,_ ••• . __ 

lack 0'(" exPe"rf'ence- '~n~ o~per.at.·ir;g ih·e:ifant':,.t:!e v6ia>~ii'e: riatu!"'e: ot '"the':· 
, " , 

n uctea:r !"eguiat.o!"y· envi!"onr:e~t., t.ne l.-arge- ran-ge'o~ varf'ib£[i-iy": "'i:' ·t:"le~-: 
pert'orlllance level of ne· .... nuclear- ~owe:o plant's:, 'an'd" 'ihe~ ;"e'iai'fo~shi~'" 
..... hich exist.s bet.· .... een plant. ~erfo~_c:.e and' O&M expenses all are 

factors. which )nake. accur.a~e /!s:;:':::a.t,es .of ,O&Me:Q,~nse.s. ex.t~.emely 
,- " ... ,- > , - ~.' .... .... ... ~..... .... -'~ • ¥..... ..,.. ' . .. ....," ..... '-

difri~ul 1:.. ,~1'he~etor'.e, the adop.tion ,ot. .. balancing account,_t~eat:ne~t ,. ~. 
~ ..... ... , ,,~- ~.... _. .' __ _ ~... \...... • L." ~ ,_ , ....... ~ . • • ..,. ~', 

for O&M expenses is warranted. 
: ;:. :':... J',': '"~ ~ : r, 

SDG&E suppor-t.s Edison ~s_.posi tion.. .Altlloug!l SD.G&E .~el:'eves 
• ',..... '0- __ -' • ",,' _~ _ .. .,. __ ,-' 

O&M expenses for. ;SONGS .. ·2, .-are ~C'a:~able- of -es.~1.:::a,_ti-:O'.n:,~ .!..t~ :c:oubts the 
!"eliaoility or- acci.i-ZO:it'eriess 'o'r- ·iuChes't.iiates-~~ . : :::. :~~~ ,~ _ 

'!.'he staff ,0,0. ,the ,ot.ner ... hane, .strongly: 0p9.o.se.s balancing 
account treat:nent ot O&t.! exPense~.' ~d:a;gdes- '~ha't .~a ~a.so:lab·le 
estioate can be ::ade by a·re!"aging :oecorded O&M ex'penses 'o~ eompa:oaole 

,. ~, r __ 

p!"essuri::ed '",at:er ·,teac.io.rs w:!:t'h _CE ·jlu"6iea.~t"_·s.t.e·a:: 'supp11 ~sys~e=s and a 
_ ... ~ ..... ....., " '''._ .....- J '>.- _ • .,.. ... ~. ..... ~. ... ,,"" ....,. _ <' ...., '.; "-

capacity of at' ·.~ea3t. 70o-~~. ' .. The ,sta.!!' .:oeJ;::e'.·re:s, . the" ~o::::l:r ',fay to 
cont.:-ol O&M expens-esis' ~to establish: a:~.blJ'~get~arl<! ,that.:the .a.doption 
of a balancing '-acco~:t . is :':er=e!1 :"ati :ir.';£tation·"~o~ ut:.'ii-:.:.ez -:'0 spend 
freely. 
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Ed. iso n., abandoned its. r.equest .~or, balancing..acco~t _ ".' ~., ... : 
•• _. ~ ... _'. ___ • &. ~" -+ '. ,_ '-. _... v' ".... .~. _', .... '-~ J __ .' _ 

tr-ea tment ot. O.&M.exp-enses. ,a:.d, ,A&G, expenses .a:~ .. tbe .o,ral . .ar..guc.eAt._. A" "' - • 

• ..' .... - :..... ,__ < 'y - - - - ", '. _. - - - ''<r .'~ ... po .... _" -" - .- .. 

However,., SDG&E- has .cont.inued.-t.o. r,equest. .. balancing. account .t.r:eat::.ent .... 
... ..... ..... r ... '-' ..... ,. ...., ~ .' ~ __ ~ .... ' _..... _ .. _ ~",.... _ _ _ '.' •• '- 0_, ~.'. _ .. ", • 

while admitting. ,.that .the_level.o!O&M.expenses ,rathe!'". t.han, ,balancing .... . . .. .- , ,. -'" ..... - .. ,",'.... . .. . 
account t!'"eatment is ~the .real .. issue •... ".. , 

... We. agree ~'..r.! th . statl" .. ,that.the .cos t.o~ .O&M. ,.expen.ses.s.houldbe. ' . 
•• ". _ ~ _ ... ' ~ • • _ .. '. '... .... , "- .~ .... c ' .~, .... ... _ ~. "-' _ ",_ " , .. .,. ...... • .... , ... _ ... • • _ ~ 

recovered .through. fixed. r.ates •.. .An open-end.ed.. .balanc·ing.. .accoun.t .gi ves ... , 
.. '. ., • .. ,_ .... _ ." _, -'... '" ........ , ," 'r _ .,' ... .' _ ••• _.... .. ... , ...... I.... • ... " .'_ 1. _ '." .... 

a uti.lity .no. incent1.ve~to cont:"ol .. costs w:i thi!l. .. the,.l.iI:1i ts. .. ot::. a tixed. 
• '" 'T '"""' _ , _ .... • ,A .... _" • • _ • ~. '"... _ _ _ ~ .. ~.. _ ~ ,... ~ •• ' 'T ... _ 

budge.t. ..... Al though .Edison revised i t.:3 posi t.iOll. ~to. ac.op,ta .tixe.d . ..figure. "' 
~ ...... - .. ' ....... _ .. :. , .... . . ~..'.'" .. _. .... ..... . .... ~, .... .. . 0'.... , ¥ +- • ..,. ... 10...... .,... --. _ '"" _ ~ ....... ' .... .. 

tor O&M CO:3ts., SDG&E, .st.ill .argu.e.:s ·.t.hat. its .st.a.t.us. ·as, . .a .nonope~at.ing .... -
~ • ,. , '. ~ ~ ~ _ •• L ,. • •• ~ ••• ~. ~. ".... ,,', _"'-. _. , •• _'. -'_ - •• _.... '.. ........ .' , •• " ~ ......... ... 

partn-er _suggests. that it. should. place. i.ts sbare .;ot_ .O&M- .expens,e.s ,in, a .. 
• , T _ _ ~ ' •• " , '.. • _. ... ~. ._. , .... '~,.u., '- • ... ...... ,~. '-, ~ "" .... _ _ _ 

balancing _account_. SDG&E seems. to . .imply .that..~ due ~t.o·. its st.a.tus,.. i.t.. 
"'~'. - ---_.... ' .... _. ~. -, .: ........... ~+- ... - .... - .. 

is to some .. exte.nt :.~~ss" r.~sp~ns.i.o.leto.r.~t~~:.p:"ope~_:ope,~~:io~ ~~ ..... '~' .. 
ma1o..tenance~of ,.SONGS ,.O'ni.ts·2 ana. 3 ,and .t.he, .control .of . !"e.lat.ea. eosts.... ~ 

.. • ........ ~. _. • " ' ... ~ • >.... I _ ..... ,.. _, • 0 > • •• .' '0 .,.... '.,............. -'. • n > ... _ ," ...... ..,., - • - ~ 

SnG&E has .failed t.o demon..s.tr-ate why it .should .be .~antedan. .O&M" " 
.. .' •. -~" ~ ... ~'" .... ~ ... ".,~." -- ..... _ .. ~ .............. ·v .. ·_· ... ,~ __ ' ... ,.. 

balancing :~.cc.out:t... ~ :~ :20% . o~er .of :So.~c.:s; .Uni:~~ ~~~~d: ,:3~ .. ~D.,G"~ ,~i~ . - " 
r-e~pon~i,Ole !or .:its :3ha:-e. ~of .the .. prope~ operation, ac..c.. .. :na..:!...:lt.e.na!lc:e.o!' ~ . 

,,-, " • .~....., .. ••• T "... .,.'"_ _ .~ ." •• ••• ..... ..... .... ' •• _ ........ ' ,.. ,..' • '. 

t.h~:s.e,.!:~~1l;t.~es.. As .. su~b.~.~DG&.g c3? ~~xj)e~~~::t~ .. c_~:!:y :-~O~i~~t:. t_he:". :' 
liab1lit.ies. and. !'"eeeive 20%, or. the 'c-en,e.t"i.t.s .:"elated.. _to .SONGS ~2 and. 3.r.:" 

• ,.-. ..... ....... _. • •• , • .,' .... ...." .... ' ... , + - _ ............... ~. • ••• ~ _. • •• <_ o. • ..: ......... _ ... ',.." -. .• _' __'. 

as it it we::e tullY .. 1::1 .eo1:1tr-ol.of the .$tatu.s of: .. it.$ 20.% i.::.te::-,est.... .. " 
, • • r _. ... , ,_ ... ..... ow _, .•. 'to .... ,". • ... :< ~,..,..... • .. ~. ,- •.• _ ....... _ 

S~::1ce SDG&g i$ eXj)ected. t..o~car:"Y ,.~ull r-espon$io11.:t ty !"o~ . ....its, ,.:sb.a~e .0:: ' 
, ., h .1 , • .',. ... • ..... ",........... _I.... ~.,.. R_.......... 0 ... _ . , .....• _... ..... ~ .",,"_' .,. ". .,. 

O&M.e~e.~~~s, :~e ~~in~ .t.~at, ~t, .li~e Edison., sb.OU~d ,:-ecov;~~~:~~~~.: .. ~ '-, 
expenses through !,ixed rat.e.$_ .. . 

~. __ , - - 'Or' _~ •• _ ...... ". 
~,- ,. -. '" I-~ "', 

3. Approp!'"iate O&M Expense Level . ,.' , 
. ~ _ ...... .' ~. _ .. ~..... _ 0#.." .. ' '''' .. fo '.. .... _ __ 

In this proceeciing ·..re a!'"e coni":"on te.~ _Wi..th. ,a cbo1ce. ~,o.etwee:l '. 
• .. .... .". ,_, >.J • '" ...... oj- _J> ..... t, _ y' ..... 

Edison's effort to r-ely , .. largely .on inte!'"c.al "co.s: ,e.st1:nates. ,t.o p:"edict 
... • - . ", - '. . ....... -.. • - • ___ '" '_0'- -.'.. < .. ,_" ."... _. ,+' .... ~ ....... 

O&M expenses ,anci . an esti:na te pt":epa:;ed .... by: t.he, .sta!"!,: {baseci .. pt:ima:-1ly o.n. 
T • • • ••• ... ~ .' .... ~ _ ....... 1 _. _ ' •• _ ••• '-' _ ._. '.'.... ........ .......... _ • 

an average :of , record.ed. .. O&M expenses or la:"ge" nuclea:- . powee .~plan ts - ,.' .' 
,-. '" • ". ~...... ......... < • .,., ~ > ..,. .. - .. ~. ....... • ~. .... -. - ~ .... ~ ~, •• 

having. a- CE .. nuclear, steac. sup.ply syst.em.,. g~ison a:-gues ,< ~at .... !lad. ... the. 
• • ',... , _'_. .. ~~. _ _. J- .... .... .' • ...., ... ~..... • ,....... •• ,_ .. " ,".' .' .~'. 

staff consistec.~~y ac.d ,l~gic~l;y :~pplied..: t.~e ~ a.ve~a.ging .. ~~t:~~d.~;ogy. :~o . " 

all available, data _and. had., con:3ide:"ecL t.he va:-iance a:oc.g the -.da ta .,in, 
_ T ~. •• '.,~ ~ _ .. • _ ' ............ ,. •• • _. _'", _ .. ~ .... ,. ,::, ...... _" ••••• 

arr-iving at. its esti:nate, t.he :"e'sults would. have been close t.o 

- ~O -



-
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- _. r' -~: .. y' 

Eaison ts plant' speei"f1c:'est'1mate.: E'disori~sta:.ee:i 'that the-:-i'tlcrease in 
1 ts project'ion of O'&Me'X?enses 'betwee;·:tbeor:fg:t:naf :and~ ':r-eVi:se'd.~ .::::, , 

-<, .- ",.. ,_ _ ,... ........ r"; , ~, ... .- -.., ,...... _ .n.., ... ,. ..: --:::\ ..... ~ -:. _, 

estimates ret'lect~r the-' experienc'e' gained:- 'bythe'company" 1n"'oper-ating' , 

:-ecomme:td.a t10Il for adop tion 0 t fixe'd "es~i~ie-s~: :; :Edi"sori': ':60'n -:e:lds :"tha:i' . 
each nuc:leaI"' power pi'a:l't '1~ 'un1'que'", :a.nC!:tha:i' 'the :a:ve\--agf~ ?~'oee:ss 
usea'by the-"sta!:{ia:fl~- ~o reco~i:liie :'3'-:11 'of" these :uuiqu~;:ractors~~' ,\" 

Staff ~ie;Ues- -that"' '1 t'sesii-ma:.e; ':-do'es =:iot' ":-equ1-re: a-ppfic'a-nts 
to'ex:n-1'oi-t "a 'supe-iior p'e'r-f'ormanee, c\.-.t onl'"y i6i.venge-::'one',; ~ 'Sta:~!":::-' -

believe-sit,s :e:s-ti~tion 'process Utilizing', ~ani'ndustri '~ave:.a:ge" :1s', -

clearly ~re-(era:oi~ "to::EciiSO'o.ts"::nethod: ~hie~'~~elieihearilj::u:p6n "SO"NGS: 
1 experience-'. Although the ,'s'taft pr-i::na~{ly'~e:tied: on~a:i :av~!"age :' o.~ , 

based upon theO&M =e'Xpens:e~ :eX?e:-fe~ceo'f ~s:r:i CE: Udi:~~;' ':-i~-;'alsO:::':":;' 
compared sueh :resuit; :~.ifi~ ':the :exPer:fenee ~'~ othe'r ~a::ge ':pressurfi~d' 
-..tater ~eactors :aZ=:cf th'e experfence "of:'n'ewe:-:' ~ ii:i£ts~" S"taff ':60ntencs ? ,;, ~~. ~.- .. 

_. ... '"'''. ~ - . .- r _ (" .. ~ _ '~" . 

that E<1ison' s "$o5"zill±on -es'ti:na~e . ii'unreasonabfe as :d'e'm6nst~aied by" 
th~' :'SiS: 'm£ii"ion . dofiar~ ~illc:;"eaze ''oe-t;.;een'~he~ :orfginaf=-an<1' Tevised':::::'~" ~, 
esti:nates ·..ri":'b~:fo "iex,":ta:ia":.!on' ':exce-pt ~or. ~~~s 'Sette~ un(fe'~stan~{;g ~'o'f:' ~ e 

... " ....~ ~ ~~ ... ... -" • _ ...... -~'. _.... _' 0...1 ,..... c_ ,.,.... ,. ,_ • I" 'h ... " .• " _.. • 

NRC requirements -and ";'he' acid~ti'6na!" expe:O-ience ga:t-:le~ 'W±th SONGS -2 ' .... , .. , 
during :theiest~'~g ,b:ase":tie ,·staff aiso:-a~gues '-:th~t ::;diS'OC.rS -.. ", 
o;ig!:iai -esti:nat'~' oi -t'otal ':SONGS i :O&'M "-e:q,e~ses:o"t ~$li7;54'a:, oo-6=±s' ' :~.-::~ 
more reasonable" thanthe:-evisec :est:t::ate:'or '$'65, Z87 ;000' •. :"zdisorl "s >" : 
15.05% share of these total expenses ~oul,'6e$35' ;1S"i~ ~ 60'O':a!lc; '.:>:::'~ 
S 49,365,000, respectively, and SDG&E t ~P:O:r"·ti¢n"~,:wo~ld:,'~i9,,;.:r-Ss.;~,O~, .:-
and. $'T'2 ~ 762' ;000;;' res-Pect!:.re ly:" ,,~, = '~. ,,"' ~ , . , .~: -- '-: ~ -. ,," 

:3ased 'on"ihe: reco;d~in: ibis :p~oceecing':~e do n6t':be11eve'~' -''::~ 
the l-evei'~of:'expense$'"esti:na'ted':'oy E6';fson· has:'oeen acfequately" '.. " " 
supporiednor'coes ,{t -'appeai~::to be re'iiso'C:aole'~ooip'afeCi'~:o -:O&M~ . 

expenses 'or-o£he!'" 'nuelea.:- 'poW'er'~ian~s>" :~e::f{rid :that: the "':s;aff~ s:--'" 
e ff'or-t: to:: derive: an O&!'{''oUd'get ':''01' ~st'lld.Y!.:lg -- substant.iallY . s:t:nila:. .~ ': ". :' :. 
existing facil~i!es and' adjust'ing :'for~'cai£forn!;a ':la'oo::': conditions-

.. ,,'O-~. 

~."+- , .. 
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e provides us wit.h t.he best avail~:cJ.-,e::d:a':t-~ upon which to set Q&M 
expenses. '~e agree wi t~: the ,:s~~tt ~ ~~t '. ~~~-.~y:er-aging process should 
compensat.e for the uniquenesso~-SONG~ 2·du~ t.o other factors which . ,_ .......... ,~_ ~ ... ~ ....... _ft' ___ "".... . 

are un~que to the plant.s used in arriving at. the statf est.i~at.e. !n 
:-':f~~r-"';.~n~: t~at,:,·t.hi-s.ta·f£" :O&K.:.e·stf::la.~e~:,-a:p;>.ears liberal in 
: ':-J .. c'~ = .:.._'-~ : "~>"'.::":: :~:' .. :_ : ~ .. ,;,",,\ .... -=. ; '<:~.':_ : .,"_' _ 
__ C.~~?~is~~:W.i -ell co.s:~~~:.:. o~er si:ni~.ar plants.. __ _~ _~~._ ,. _ ;'~,'~;; 

·'1'able 4· ",shows our adopted leve-l':"O:i'-O&M ex;e;ses tor- Edison 
~ -- , '- , "- '"" , ' ... \ '-.' 

and SDG&E as well as pensions and benefits, pay:-oll taxes,. prop.erty 
, :'." ,_'". ,~, ... , '_ .',A ;_'"':" _~"'_ •• 

1nsurane.e, ,excess pr-operty liabil.i ty insurance, -ailc:C·-r-eplace:nent-_--~ 
, ._. • .... .~, - '~, ,. , ... - " j'. - _.... , • ..-' - - " ~ .... ,. '... _, .... - ~ _".. ..~",;.: ::' .:.:~ •. : ~ I • 

. generation. insurance.. Since t.here was .no difference bet.·..reen the_, 
.- ...... - \ -,..... . - --- ' .. , '-. - -~ _.-.-...... --,- ... ,.. ......... ' .. ---- .......... _"'. 

start and applicants' es:t.i!na te ,f..o.r~. pay:-oll taxes, .p:"o.perty~ ...!.nsuranee , 
. - .' .- ... ~, •• '.' .... t: '.. y .... ' ... , 'o-' - """" .... -, '_ - ~ t: .: - ' " - .. .............. "-"' -' ... -- .... 

. and. excess p:-0p,e:-ty liab,ility insu:-ance,.· .... e. -..rill ac.opt "app.l!..cants" 
. " -~ \ - .' ... , . .... ....~'" ~ - ~. ... ..:- _ ~~~:.:- .. I·:" J~ :."7: ..:,,:::": <: 

esti:lates tor t.hese i te::l!l. ,"( 
.. .,., .,_, •• _" '0., 

•• ,- ~ .I.,..1~- _ ..... _ ........ -... 

While the sta~~ c.oes ~ot disagree ·..rith applicants' cost' 
.-' .... ,-, .. - ....... -.... 

. estimate,: ~or- replace=en,~, genera~ion insurance or Nuclear E:'e-ctr'~c-' 
.~ .. "', ...... ~-~' -,..,'",_ ..... ,..'k'....... .,.:-~:::..:y:-::.~ 

Insurance L~ited (NEIL.~) it die not inclUde such cost. in~ its ~. 
_ _ , __ .- '.,. .~ -.; _ 't - ., 

. esti:late. to highlight this expe~se to the Comzission. ':he- RRD-·st.aft 
..... .... • • ....... ' -,+0 ., .. 

w:it.ness.~<C?ugh;,an, t.estified ~!;a.t he was. unable to eval="i~~-~~b.ether 
.." .... ""_ ....... ~,'.-., . 

such insurance .is reasonab!e or.not. 
'"',- .... 

• ... +0-, _., 

. , 
"", ..... " 

~ ...... ., .. 

.. ....... -'- - .~-.- .. ,--...... - .... ..,. ...... 
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S~CS:'O::ii~;2.~ :'.::': :"~':-"::-'" ::::. 
, ... -' ....... : .... ,.-~ - ,<" ~ .... '"., ~t~·" •• ' 

. -Non-Inves-=:eno: ''Re-la:ec>Cos'ts - '" ',' '> " 

.~ '(Dolla;; ~ ':ThOits.i:ids) ~ ... :: : ~: :: ..: ::.. :; :: ,,::'. 
...... ..... ... • .,. , , Ao<', .... , .• ',. .H. _ ,....~ ._ . , '" -... .,L. _ r,......:.,.... .......... -. 

~. ....' ~ ~ ~" • c _, _. _...., '....... ~ ••• _ ... ......... ... '.' ......... , .~ _ • _ ..... ~. _ ~~ 

,------------------------------~--~--~~--------~--~~----------~----~~~~~i ": : : "::-r:'!.l i t:V ·Es'ti.~,,:es·: 'S~af;f :::s'!;;.~teS:: :Mop~~e A(!os=.:l'l:!,; : 
: I..:f.:le: : SC::: : S~ : S~ : ~ : seE : SDG&Z : 
:~N~o~._:_: _______ ~_e_~~-~-~~_'t_i~on _________ '~ __ :_Sh~·_~_~_~_··_:'_~_:~ __ ~~~_·~_=-_e_~ __ ;_~:~~·~~:~~~~e~·_'_:_:~_Sh_.~~~'~·e __ ~_~_:_~~.~~'~~~_e_:_~~~_,Sb __ ·i~~_e_~ __ : 

1 

2 
:) 

4 

5 

6 

7 

S 

9 

10 
.. , 
...... 

1: 

:!-4 

15 

:6 

..... ,.. ',. ......... .-., 

P:06.:.ction .. 
.... ~ '" r. - ..... , 

'r~S$i6u-
'~ :. S~'tot3i,' '0:' &.~ , 

Payroll Tax 
'. ," ~ . '" ~. .."' ,.. 

!:lS:..:~ee 
, ~. 

'?:r:;?e-J:e.j" .. .., 

.E:<.:ess ?:6p.. 
- .. ,',..., 

I..i3bUi -=i" . 
, .~ ," ...... . .' , 
Rep1aec::.ent 

Subtotal, !:'$'..::'. 

S'L~-u' 

IO'!.~ 

CPUC 31.:--isdietiO'"'"..al 

S4S~2:o' - $'1.2;762:' -S3f~i45 -:: $~ 8,206 c:: >S31/14S .. ·~·:SS:;300 
.. 1,i55 : ..... , .. ":;'~:: 1:,155' --:.~ ':-~- ::--:., l;iss [,,:~, :-:'~-
:~9~365" i2~§6g' '-3Z,3CO-S;;jC~'::C::32,300- ';':'8:;300 . '" , . -... ' 2;'929:: ~ ''745' ':-' ""1-,860":' '::~7i:: '::. f;S66 x':, :-~S 

842 2ZG. '842:' ~'22~"': ~ - 842 ':~'::'::'224 

. '712 

1,.343 

53,6l0 

395 
59,005 

55~112 

.... ...,. 

~: 791.'''- <:'>2-,9$0'" ::'. :: .. 794 - .~ :2;980':'::'::: :i94 
190 ".. '71Z:: :~ :. 196 -:- ~ - '1£ .' -::190 

lli" ., 

358 ' 
.... -."" --

. '1~459'" 

l5,190 

15,51~ 

'S/A 

_ -:: .43 .• -

. ... .... ..,.' ... ~ . -
"439 " --> l!i -, ~ ~439 .:: ~ ... 'lli 

... " ... -....... ~,.. "". ":."~ 

"'~".: ~ 1-,343- " "~ -3'58 

-4;D~-' 1,10l ~ :,~ '5~~7i':: 'r;459 

39,133 

400 

39,533 
36,924 

10,103 

216 
lO,3::'9 

N/A. 

·:l3 223 
40,889 10,684 
38,191 
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Re~lac'ement generation: insur'ance- is' intenc.ed: to' provide:': illsurance' to:·:,:, 
, rec'over:' replacement' '~o~er:: 'co~t~{ ~esUl t:.rig- from': !lue.l'ear-':ollta~s: a!l':: a:;'''. :: 
re~ult" 'c;r an" acciC1ent~~:" 'l'b.e: 'cove'i~ages' pr'oVided'- uneer' NE'!!.:~ r are'~::::: "'~'-: 

.. a. 'A: s'ix':month aeduc't::'b'le pe:-:'Od.~:' . --""'. ';"::.: '," .' "~ ,--

,'b.": 'A: !ll3.xi~ilm ;Payout:: o'r:'$3~~2" mi'll~!.oll': ~·er week::{"o·~·~''::: '.:~: ~ "'::~ 
'. ,'. ,.c2 .weeke,-~. '.:,' -", ." ,.;.1 w__ .- " ,~. r ,'.-'" ..... " .... , ..... ,...., .... ,.-

.,". - - .... . .~. - ... ~ --. ~ '''' .... ' ..... .... . 
C.,' k maximum~ pay<>ut.: of.·$.l.~:, lllilli~n,.:'p~r. · .... e:ek:-,t¢r,::-:, ... " ~ 

another S2 we,eks. (':'he payout,. c,an,r.ot, 'b'e ,_ 
":great'~ than-90S' O!"~tb.~ es'ti::na·tee" ex~ss:-: eo-st-= 

" -.'of':r-eplaeemen~ ,power,.}~,.,,:~· ".- ,,- ".'N.,~,·_ "',-' ,....~' r. -: .,. _ .... j '." ~ ... ' .... ' _ ~ ~ 

Over a :t'.lO, aoo,one-hal!"-y.ea.::-: p,er-i~d.~~~,.tll-e:,ma:timum paymec.:t ~the~ o,;.m.e:rs~.:::.:: 

of: SONGS, 2 .could :-ec:ei.v,e:.. wo-.ulc;:. !)e-apl>roxi:nat,e:ly~.$.2.59..:,cil:l:i¢n .. :.·: D.u:~i,tl.g~ 
this'same. p-er.:io<h ,SCNGS2, '.lo.ul~: ,req;u·ir,e':,apP'r".ox.!ma.t:e:ly ~$:7..s9., .. ::nil;~iO'rt: .i:o:,. 

replacement: .ene-rg:y, 'co'st.S"',assUI:l'1:g: a'" ,shut,.' ~own';,O:!,"-: 2,i-, ye;ar.s:: ,and:, ':~'-': ~"" 

replaC'ec-en-tat 5-0%- ,0.1:1 and50~~ ga:s a.n<ta5,5:~ capac:i:t:y ::C:act.or ... ...:; ... ,,:~,:, ~ 

1'b-einsu~atl.e-e J>O,licy, al:so,:. ',p:r.o,videstb.a:t:any .i,!lS:Ura!l~e-::.~ .'":.~:, 
payment" .wQolll.e: "t>e-; J>:t"ovi<ied .·~rom .any- a<:c,umula t..e.d:. ,;e~.~r,,!eS:. '?-Il4>~t"e::n.i~~: ": 
receiv:ed. ,du.x:'ic.g .t.,he. year •. ',.:Any, ::-equi-r-e::nen.ts i:l-. .ex.cess- --o!... . ..sue-h-· ; __ -; ''-...... . ., - - , '"., -..., ~." ~."- .... ~.... - , " - ..... ' .... 

re~erves, and· curr.ent- ))re::ni,ums·woc.lc. .b.e. ,obtained. ·!".rom .a· ':"e,troact:.i·".e. -, ": 
• - • c • • • • _ • _ _',..., ... "h' .- _ ... -, .". '" _ -. ___ .... _ ,,', _ '.. ~ ,," ..... __ ".. .... .~ 

pre:nium ,aajustment up~ to:,!:i:ye , .. ti'Zes tb4! ,annual pre:ti1.l:l-,,,, A - ' ... - ",., " ..... -,. , .. - ... ~.-.,j ... - .. ..,. ............ ~. "-

. !!"_-,re,J>la.cemen"~ icsur:an~ -i:3 n~t, .a_CSt·u~i~e:C:~,::tl::..~:~:'vr'~.S::.;~:!'. . .":: :'. '" 
SONGS 2 .a:-e; c,onc,er,nec on!.y'~ ~wi~h,t.he.;>ro:ba'bili:;y. ,o~· an .. accid.e.:'l ':.,.a. t, r . _ '. 

-- '"''', _.. ,-. ....",.,.... ~ ~ 0'" .... ,~ •• '. • __ -....... ... 

SONGS ·2 ,and· ,t.he ·n.eed to- re~lace. ~!l.e, ene:-gy. .... h.ic~ :.(ou:A, o·e. gener-a t.ed " 
•• c • _ ... .... • •• ~ ."., 0.- • _ • • _ ......... 01 _ ." ...... _ ... _ "_ 

at SONGS 2. If re~lace:l~nt ene:-gy insurance is ac~u~re.d.:r.: ,Ui~Sl::' ~.' 

the othe:- owners woule be a:C!"ectee by acc~aents occurr-ing at. ot.her 

covered nuclear pO'.ler ~lants. ~e ~ore plants covered by this policy 

the higher t.he probability '.loula be fo:" an accident to occu:- which 
:lay ::-c~ui::-e retroaetive p:-e~ium a~just=ents. O!f:set.t.ing this higher­
probabilit.y of an accident occurring at anyone plant is the reduced 

cost. for replace:nent ener-gy should an accident occur at SONGS 2. 

Other considerations in evaluating the need for re~lacement ene:"gy 

insurance are the probability of an accident extending beyond the six­
~ontn ~educti'ble per-ioe, the probability ot the plant closure 

-- 44--
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.. -~. ' ..... , 

ex.tene1ng~, ceyone, the t...,o and..· one-hal!-yea:,,~ period-" ane 'ehe amount o~,,' e 
"'"" " - .' -- • . •• , ~ .,. 'u,' _ ., .. ,~ .. _ , , .. ~, .~, " ...... '_ •• " ." 

tne in~uranc,e. ~overage- vis-:-a-yis- the.~e~- cost~ .0-:- replac,emen.t",.ene:"gy.-,, ~ 
• ..,. -- ~ ... '. _. • ,. ..... '. • " --'.... ' ... ..." '-' ,", __ .., .- _ k " ....,. 

The RR!l ~.Has una~le .. ,to~ evalua,te. Yhetller, such, insurance ,i,s, :",easo.o.able.... 
. . . '--....... . - - ~ -... " . "' ., '. ',," '. ... ~ .... ~,,~, ... ~ ~ ~... . '.... '" -" ... :', ~ 

Or' oot.. It' t.he COllll:lission, ~~~ul~ a~~9~: .:;'~t~:'~~,~;,,!~e!:y::. qf r~,placeltent 
energy premiu,mS-" ,t.he., R.."=tD., "tarf~ :-eeom.::1-encis ,t!la.t .3.Il.:lual_ pre=i':':::l~ be 

.,_ J.. " '-" .... _. __ • ''',~ • ,-<' '. _ ._ .,. _ -.. _ .", _ ~ .... ' ,.., • .... • 

recovered in case :-ates ~ :lake-up pre:nim:s in ECAC'~" and' that 
re?laeemec. t" ene'r-gy 1.o.su:-ane~·'l>roeeees; be:' ¢:"ec:i t:e~:':': t:o::- :ECAC.· :: 

.. -,.. ..... -- .- r . .... . -. ~... .. <. ... -:-.. ,... "', ,r ~, ..., ._ 

Ec1son: a.n.d,: S'DC&E~ argue *3. t,.th-e: :comm:.ssiorl.al.lowee 
• - <0 ~. " ~. __ , ~ ,.. ..' • _ • _ ." " _ ... T " " 

replacement ene:-gy insu:-anee p:"emiur::i.s!'or SOWGS:'::in,,: D=-.~2-12-055, 

Ec:':s·on~s: la'st genera'!. ::"3, te~'increase-:ap'p.l:icat~o-n:,':';and~< 'the::-'e: i:,s,.: .:cO,' ~~",_ 

:-eas-O:n: fo:-" no.t- a1.1o~ng:sir:lila'r: 'expecSe~ ,f-o-r-' SON,OS 2' .. ::: ,w1:;:i:le' t1ie':: ~ ". ~ 

st.a!'!",: has':"a!:sed 'sQce' 'va.2'ici:- :e-etlcet-ns ·ab¢.u·t.:,·th~ 'Ii~o:elem.s:..a:s.soc::tatee 
with evaluat:i"ng·the~ re'aso-oableness' O'r- -rep,lacecent:<gec:e'ra"ticn': -, ~~" .. :-' '" 

:!. nsu:"a.c.ce-, ~ we co 'no-t:, 'a:: th'i's tim'e,o.el ~~ve :1 t Wo.u:'d.: :~)e '::-ea;so'n~le: :-:;0' 
aoand.on' 'our'pas-t ';irae:t'~:c'e o-!"- ·a:ll'O:wi:::"g~ ,such, ,!:n'surane'e- ~e'X'pen:~ :'::1. 

:"at"es-;:" '!he:'e!'or--e"~': '~e -...ri1,1' all'ow' ,:-ep'J.:acemeri·t :gen-er'a't:icn: p.r-:e:n:t~s"'of, ~ 

$1 ,343,00'0': :!"or:. 'Ecirsori: ·an'"a· $35'8,,:'01Jo-~ ,,!"o.r~ SDG&E .. ' ": ;W~: W1l'l;~ ;Q¢wever;· - ~ 
adopt' ':':his-~'a~!' 's ;acc~l,..:cti::'g ·~eO~at.i"*s· ~:--era t:i'n:s' ~tO: :-:e'p:la:e~:len,t' ", 
genera-;!.on !'::I.sura:eCe 'as:--ea~:fonao'l.e.;: <Ou:-ac·£!.C>o:' !:.n, a:u'th:O:r'i~ti':ig :.., ":,,,:,,-:~. 

:-epla·~::~:l:t",:'·~ne:-at'i-o-tl-: .!:!'l~s·'f.;:-aiiee?re:l:!'U::s:· 'i'n: t"h'is-:'::P:roc:e:ea£n:-g W"i.ll not 

~reel1:i:i ~he- :st:at~' ti'-¢::· ':-a:.:s:±# ~t'he ::':SSl£e- '''!.:l': :a-: :su1>s'e'~:u:en:t: p::--Q¢~&t:i;:' 
o! or :'0(":"": .-6'A4,.,e «' ... : o!'~-ea"iy': · .. ·0 ... ,.,;:!.-"6.. '.,.. -;:.,·,.;".. .... ·~~:'a· :"-,f,.v.;: 0· ... :<·""..,.:· :~·e.;.;..r-.. 's .-o.,.,~·:, -~. •• ~ "" ........ y .. ..,.- .. w ,..~ _ ,..... W' WoCIr·",'-... W ... .."w"",~1iW~'\,i. ~ .... v-...... ... "'u..-,;;- ..w.l • • ''oJ . • 4' - .•• ~ 

~ , - .", 

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

...... ... 

.. .- ..... ". , ............. -... '" 

....... 

......... ," .- "'¥ ...... -
• r _,~ .., ..... , 

~' 

-. ,'" ''-' " " 

.' .. ,., 
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C:. Rate ot" Return to· 'be, Appl~:ed ,~o::"': . 
SONGS 2 Rate Base tor- Interim Ea~es" 

, ,Edison and SDG&E both request. tha·t rate o!" retu~n 0.0.,. . ... - . .. " .. -.. .~. ~ '-... '" ~ '. 
SONGS 2 investment be~ based. on ~he, rate. au.tllorized. !'or. each., co:upany .. -
in its las't gene;al, :~te'~~s~_3Staf~ .. oPPOS~S'~h~:, ~se' o~-;he las~.' .~, 

, •• ,., .. , ~ ~- ~ • ". • • ,_ A ... _. -_ ".', ... ' .......... " ....... ' .. _ 

author-iz.ed. :"ate ot r-e.tur.n.,a:"guing~ that adoi',t10n, ot. oalanc.!..:g accounz , 
• ". _. ", • • • ~ .< • c_ _ '.." < _'.. ~ , ,... • ". ._..... ',< " ~... "Y- _ • 'or ~ 

treatment on., such.. inves~ent-related._ ,revenue_ requirecent .. ,would ',,, 
• ........ ..... >'" .~ '" " ',< ..... _.......,... ,.. " 

guarantee sucb return, whe:-eas ,lan,t !lot~ subject, to balancing.., account 
• ~ ~ .•. ......., • .... ._ _ ,', c,. _ ... .,., .:" _, .. _ c' " _ •• ~ r, '" ',~ 

treatment mayor :nay :lot ear-n such. a :-e t urn.. , Sta:~,:1.l:"the!'~argues 
, ." '," - . .. .. .'. "...".,. '~. ,..... .... ' ~ .. 

tha t since the rate case s in ·~hic.h:· .~h.e:).aS::t:'_~_u:t:h~.r1,z_e.d.:)·_a~"S:.:_o~:..~; 

r-et..urn· were.: es.ta'olishec:~ had 'sp-eci:fically~ -exe-lud·~d::the· ~f.!'ec:t o!' SONGS 
2" such re'tur-ns- ·ha(l .. tlO:~ 'cotls-id.er-ed.: the' -e·ffect: .. of' SONGS: 2': o.e,1,ng:' :in :: ,', " 

operatio,n.' . ,ll"thougll" i.ti'$- triie; t.ha~ "ope'rating :.e-xi>enSe's~ an<i ::-a. te:- -ba:3e~' 

r-elat"in'g" to 'SONGS:2~ ""ere~ sp-eci"fic'a1.:'Yexc,lu<red." '!':-om the· la-st.=" ,geC:era1.,~ 

r-ate cases f'or coto. Ed.ison and SDG&E, o:he recorcs inclu<!~~~t~ --:: ': .. 
anatys:t's of-·casn·!Tow· ,ana' ·borrowi'ng' :-~ui:~=:en:ts~"tl:lat:: ~~,t:l~t t!le 

?otentia'l"for :test" year 'S:ONGS -op:erat:'io'c,;: ": We"· wilr":eave: ,tor:"':' :., -:-::-e cons!.de:-a-t.·fo:l-in eacn' comp.any'" :inext·: ~ge'nerar'rate "case ~e·fu:J.l'·; r"an~g:e; 
of impl:tc"ati"ons' stem:1i'n-i f:-om':e'a"ch company"'s:-cbatigin'g: ·financiaJ.:-·'': :~: 

r-eq'Uirement.s.-.. '~:W:eeoncu;r "ntn: ;a--pplic:ant.s.'.t.ha-:'- t.:::ere.~s:' nO:: n"eed :t.o~,-: .. 
hold: !Ur-'t.he:-. ',hearings .:at. :thi'$'·· t.'ime '-:;0 ,e:s.t'ao.'l::'Sb -a' .reas:o:na:o,1::-e~ .. r-a~te ..o.t: '. 
r-etu':'"n: on. "SONGS 'Z:i"nves~en~ t().!'the::p.u:"~e·s::o't se:t::t:i-n:g :i'n,te:-i:1":, , -::-:, 

:"a'tes;· "; ,We' ,a!'so se'e':· :lO::poin't, -=1n:-eCi,uiri'ng= ~t.h'a i";ce: :~a ~':;.o:f.:' ~ret:u'~:l: be: -

., we wi!l :actop:t: ·the~ last:·"ra, ";e:of; !":e:turn' :!'o:unc.-:rea:Son·abJ::e:·-:>i 
tbis Commissfon ~~o'!'" :7-983' 'as t1l~' ~:"'ea:s'O:na"b-le' :r-a't.e~ o.f 'r~'t-urn)'io :-b'e: :uSec ' 
for- the . p.ur?Ose·$:O-~ ":-his 'p:ro:ceed.'ing"for- eachco::l;:>'any •. ,We: 'C:!'sagr-e,e~: ... ' 
'~ith "staf:r-s: aiser:tioii~latthe'"'U$e o:!' aU':.h.orl::ecf ,!,,'a-::es: :o!";::-·e:t.ur-n :i: ': 
balancing, ~aceount.s such as 'these would.' :gt:arante'e:·t.lle a·~...:atn:len:t.: o·f " 

-', ~ ~"( - .~.-.. ',' ~, -
'.' .', . ,"" 

3 D.82-12-055 author-ized a i2.55$ rate o!" r-etur-n ~th a 
correspond.ing 16~ r-etur-n on coc:non stock equity for Ed~son and 
D.93892 authorized. a 13.25~ '["ate o~ r-eturn 'K.ith a corres~onding 
16.25$ return on common equity for SDG&E. 

- !16 -
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t.he aut.horizec! return.. In the norca1 -process, :-ates' 'are-,set: so~· a:s to: e 
enable t.he company ':.0 a:ta:'n the ... al;lt.ho.r'i,z~d.,;·-r~t:crn.:-i~:r-. .. ~~;$.e~¢2 ~ot 
exceec! projecteQ.~ l'evels.. In' this ins'tac.ce:· a's{ :;;ell":

1 
--::the':' 'u-se= ot a 

fixed O'&M' oudget": Will" assure' that' earnings ~ ... "il::':' o'e: su'O·ject·, to- ~. -;'-,/:-:, 

!,lucttt3.t:!.on·: as: eX?ec.ses varY':' 'We': there!'ore' ;";:.11 ~ ~ad.op't"'the:"i~ .s5·~~· ~­
rate Of: ·return--follnd. ~ reasonable' for ~ E·d.is~~· !"or'; 1'98'3 'aild.~ :the 1~j~2'5~-':'" .. ' 
rate of return found ~ea'sonaole' 'ro:- SDG&::-as:.eaionabl'e·in":.: . -.,~" . 

es~a'o1'1shing ra~es tor" tb.is~ :!.nte:'i:n· dec:!.s:!.on. - .; 
D.. "Wha't-?o~io'n' 'of': ·tb.e·~ Revent:,e '?eque·st' 

Shottldbe Gran:ted- :':'1: rn.teri:l ~ t~?-. ' 

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

. '~.' -' "-', 

., .. , ........ '.-

Io..tb.:!.so!"'d,er", ..,e: ;,-:'·ll~ad.,op.t':':.h~ .s.ta!'!'.s: ,propO'sal:,to., gr-ant ~ 
MAAC account·,' rate~ 'increases eq.ual·to~. ,t-he: ,an-;'·i-eij>3.te¢;' ~!"!.'!,,:S-t;_ year',:t:u~l. ::: 

savings: to :ce !"e!'lec;t:e~ i::> eoncur~!l,t~ ECA-C: anc! AER,·:-:eC.'il¢.'tio::.s-..... 'nl-e 
ne-e.· -ef!'ect will ·'o.e:::.o-: 'overall: .!"a t.-e .. change: at,. this.· t.;:!.:ne: :.!'o:r :e:i tl::e:r,~ 
SDG&E or U·1soc. • 

. SDG&E- pr-owse¢, t:ha·'t,i·:t-s- rat~s:reQai:l~ unc.hac.ge~ :.as:.a ~~esult., . 

of this dec-i:sicn. .!he· .company. ,:,,~_q;ues t.e:d ::.:n'~al·a~gUJ:le:n t: :,t:ha.t- ,~ .: ". ;: :: -: 

SDG&ET s: ~base> ::-:ates ·be .:!.nc:'".eas.eC·by: .$1~-oO; ::.ill·ie-.n: wh:i:l:e .i~ts::::E.CAC:,a::ld: "'::.: e 
AE'R ra t.es.: ~are- dee!'"eased- ~by t.h-esame . am.oun~ty '. Compa,r-:e¢: i<li~,h:. ,-its.. :. :-:~~: '::: 
estima·ted. $12.0- :illi-Qn-i:to-a'Se-!"a:te~ .~u:!.·r:e::1en-ts: -a-rui $S2 :l:i:l1.i"¢r!' ~"'t ..... 
4>u~l 'sav'~ "'~"'l. .4 . .-..... ~q'·~· .. eA-........... ~ · .. · ....... at-.a .... •· ·,· .... u'lc! ·'·~a .. '6-· ·,...v6. ... a':~ ... ""'a-e's ' .... "W., ...... Q.¥ ... ,: .. _~WV. ........ .... ... ¥ \oil' \... ........ Qo_~ ~Wo'" -0:;;; ...... '"" ... l1li'. """" __ ,........,." 'wI'~ -ow..... __ . "--_ "'., '. 

unchanged 'a-::d 'c-rea~e-. unc.~o-.l-l~c:tiO'ns 'Of', a-p-p-rox:!.ma:teJ.'Y '.$2O:~ :::!;l:l!;~. ::!.!l': 
i t.s. M'AAC'acco:un t, and -~8: ~i-ll-io:-i::l: i·ts·SCAC, .a-cc:9unt-: .• c. ~~~.ile: ','ag::eei!!'g: 

..,i:h SDG&E,;ha ':, :-a.tes shouJ:d.::--eca:i!l·. unc-ha-:::lge<i'a t. th-:i~s- ~:i.~ ,~:" .... e-:: .' .:: .:.: 
bel':'~ve:i t :i-s' ·mo~ J)::"oper: :'::0' ?,l~aee- _any",S~GS-re-la~t:eC ) ... -nc.er:collect!.on 
resul.tin-g. ::rom t·o!s ·.d:eeisi'Otl, ,i:!l ~t:h-e SONGS MAA~ :~aCCOUtl·~ .-.o:n'lJ> .. ,:-,:'ile: 

• .... il1 7 ·~he~!'ore, .increase 'o-a.s.e -~ates· ,by,s.ta~~'.s :~stica~te-. ~o:!": ~SONGS'~:: ~: 
f'uelsavings: :of' ·.$6,1,. 7.:n'i,llio-n an-c.: de:crease~SDG&E~r:s,:SCAC..a:l-c '.AER :.rates· 

'oy a!'l' e-<.tu1val~·'t. amOU:l't-. As .not-,ed ·'oelow ,,' ~~l::.e re:s.ul ti·!l,g· )'!AAC -;.;: ,. ~ .' ,.: :. " : 

undercollect:!.otl is uc.certai: at :his time, as the ~:"oper !"irst year 

SONGS revenue :'"equirements fo~ SDG&E ~e=aitls to oe t~nally 
deter~i.c.ed. 

, ." ... 0', _ • 

.. 
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e We note '~ha't": 'du-:'ing: 'th'ese hea~:'ngs " SDG&E~' s~ bond'; ~ t'i'rig, ;;,;ms: 
upg:'aded to all" A3" rating: by.~ Mcoi:1y~~s~a!la'; to':' an,·: A': :-a t':':::lg:- by: Stan<1'ari!~::: '~ 

and Poo~::.' : :':!lese i:provei:lents- 'i:1': SDG&E~'s- '~in'anc1al:"!",3:ti:lgs~'a~~'a'!l': ~'~,'~ 

exp:-es's'ion: ot'con-t'1'de!lce f:,: SD'G&Eon~ ·the pa:~':ot:: t!le--tinat:.c~al 

COmtlU1l'i ty and' ~e~e': =aade' ~..;hile" ~the:: ita.!'f."s i;te:'lip:--oposa'l~'~ a~o?t.erl:·:­
he:-e,' ~s· ,end.ing- befor;e': the: Com:!ll~sion~"'": ~ " . " ~;.: ~ ::,~ ,",: -, :,::'Y'~ :,,",,' 

ui:lli'k-e SD-G&E', ~ Ed1:s'on' -argu:es' iha t, "',He-: :S!lou'fd:; i'nsti iute:.; ~a:;'::"at:e~ 
inC!"'ea:Se~ to account 'tor: SONGS: 2:': at- "this: 't:r~.: '-E~a.s'o'n~ a..T.le:s t.b'a-t~· i:t" 

:-equ1re$- sub-stantiaY ca'sh' rate' felief; 'at: ;'r~en:-:t:O'" sat'ii1y 'the -.,.~:: ."':: 
:":!:,:ianciaf 'coi:lmun-1ti an"<i: 6;a:i~a1~ '1 :.:s: b:Onc! ~-;!ng.:: ':Eowe.;er.~ '::ie::'~O~:l~'s - :.: 
own actions~'i:l' :~!li'i?roCeed.i'ng· :do'" :iot ;UP'?or-t~ :thi;e:6it:e:ltio-n-:~'::: 'za~lY:' 
in ~the 'hea.iings ~n :thi!f pl'ias:e, 'Ed."1-s0!l ':r-ndi-ca~ee tha't.~:'t.O:ta·l:-::-?"la.:n:t:':::':-:: 

cost's~!ia'dex'ceeded :{'ts pro-jections' ~a~~ re-n:ec-ted.' 'in"t'hti appl1.:~io-£ .. :,;: 
l'he-:'sta!"'f'isecf1ateli 'enCoU!'ag~- eadl co:ipany- 'to' ~a.:le:ld :!.~s '.::'.: '" ,'. - - ~ 

'. >f',.. ":".- ... ,~c '. -.... "_, .. ..... ..... "~ _ ,"' ,_ ... ';' I ...... ..... • ,,' ,'''' __.',..., ,.... ... .... - .- ., .. -

applicat:ton to' re!'lect- the·' 'l,."'Pdated.- 'costs.- - '!'h.e: sta!"':' 'eve::l -i-:lt:-tl:Cu-cec"~· 
a motion to 'com~'ei:each i...~'ilftY::to· !'i'le atl:~am6d.=erit~ ;: :Tl'ie':AL-J;'~deni~~ 
the~mo'~~ori:,'out' i;d:icaie~tO: :each utfii -;Y:.o:ha't: ~~ ~a"!t\£ie :"io :a:end~ :;":-i:S 
apPlica:ti'on~ would 'l:-e3.V'e~ it~ :at 'ii3k ~O~~ -a-:lY" ad:(r~:ti:onal;-su:iS~.;-:;"· :::: .:::: '':::::' 
Nonetlielesi:,. ::lei the:':-company·· ~~le"<i-:: a'tia:c~Q.en-t .:",:: ~Ed!sori~~.s· ::,:e:tU-s;a~:" "t,o: 
a::.end:'i'ts ',a:pp:1.icatl¢'t:.: ·ebo:-t:,ad·i~t,s~ lt~s'~x,:,~ss'ec!: ~onc:e:-:f :-!"~~ t"h:e ; "'.:.. :;::-.: 
p:'ecise -amo'unt" ~o~f ·'eu!":--e.t: r'at~ ~-rel:!:-e'~ .:. :.;~ ·~isCussec." ,a'O¢ve::, '::::~::!;~s'orf ~ 

a!sO: 'eOcine'n~e<r,: at', :tl'le' ~r'al' a:-g~e'n ti" :,lia't,:' ~:.:':., :wO-u2C:' :oe·~ ·~:i1:::tTh:g: t<>::'~ " r 

for-ego the beneti~s ot so:ne cash !'"lo~ :f:l":-:be:, !;,:It'e':,,:eS~.::;,r::,a:te-:'::.:·,,: ' : '" 

sta'c'n:i ty. ~We :'Oe-"l:t"e've' :t'b.a~"the -:-"a':es"e't·t:'!n'g:ap-jir'Qa¢1! '-ado-pt'ed b.e:,ei~ 
:> est ':se=,ve-s~that :'goa!':.:, :: - . -- ;' .. ::-: , ' : ': ' - , '. ::" . v :':: ~ : ,~ ,:~, =.. .;-:::-:: :: •. "., 

: Ed'i~on,:-a:,gued: -~t!ia t:~'e~ns!-c!~:,,'a:t:i~!fs ~:"' .!:; t~':,i"'e::.-p:o~r:al~=eqti;r~y t. ": 

tor r'ate:piyers :'!~?-1Y: ',that "al'l :6~ ·:lOs.t~ o~t·he '::=~ues~e<1: ~'M't:e:: ~1:,ie!'"~: -,: 

shoulC::-o:e g~rit·~-riow.": ..... 'We :a~e -'not C:OnV:i:l~ ~th:a,t =--t!'i:'::S: :rs: :t~ ~a~e-.:'~'::' 

As d:tscussec: oel'ow, 'ft a?pea:"s ':~hat' ':l:l-ter'tem'PO"raT' ~u'i t.y' ':...iou7l;(i o.e"s::::': 
be se:,ved by dete:-ri::lg' ':a~ 'pOrt':':-on' :'0.:" ,"SONGS ~c:a?:V::a'J. :cos':~ ::r:eeov~!"y~,: :an<i~:"' 

·~e -a~.!n te:-:e ~'-;e<r :i:!i !'u:O:t:ie':,-:-e'X?1.o r~":lgt y~'s. o.~ ::-:a~e~":lg: :~:,~a t::e!l t 
which mis,."l t io!"'e -:fat:o!y. ~is-t.!"'::o:ut:e' ,-;he'~cO:Sts: . 0:"' ~the ~SONGS' ':~aC::'~ieS: :: 
to those':tost :rikely ··t<f r~e'ive' :'t.h~· 'o.e:lef::.:-ts.·: ':0 '~kee?: :these" ·o?-;!ons~: 

-- ·'.lL8--
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ope.n," we. b.av~: .. ~~oPte~:t·~s . ::l,o~e:,a:te i!lt,e:-~,~~ . .i.?~r-.e_3:se,. ,a:t-: a:, level e 
which, ' .• 1111- no·t- preclud.e· la ter- choices f.or" ~le::lent.a t1oc... of- ~ '.,' ." ~, 

• '. • L • .... > _ 7 • '. "_ ", ., .... ,. _, ~. ~, •• _ .. • .~ •• • .. _. '_' ... "'. "", ",. "'; "" 

al te:,nat.!ve::,a.~,e:lakt.llg.t.ec?~iqu~sy:~f'.: ~u~?:~ w:~te: ~9;:~e,.ad.,<?:Pte~::-:::::- :-:_ 
.' As, discussed- aoo,ve~Ed.iso!l ,further ar-guec· -t.b.a.t ." it'~ .$3-~.O ,~ ,_ "'" 

......, - • . '. • - '. '" ~. - 'r'.....".,..J' •• ~ • , • ... •. 1 ..~ "" '~~. , , ',.. "" •• ' .I" ~.,"" 

:nillioll- i:l cur:oe!l.t.. rate._ relief, we:'e, gr3.!:ted.,~,.3ll. .5%_ o!., ,pla.:l..t. eo..st.s,~ ... - ~ 
. " ,. .... • _ J ..... 'r... _.', • _ • .'" ~ '. '.', __ ' •• , ,.., ~ .... ............ " ......... ,.. _ .. ~, ' • • __ r 

would r-e:nain at :-is~. ";e cannot- r-ely_on- Edisoc! s, ,est.i:la.:.e.;,. -!or .. t~e .... ,', ~ 
• ....',....,. -" ,-"" -.... ~ .'- ..... - '" ,. - ...... ,., ... , '_ ...... ,..... '" .. 'W' .' 

purposes. o.f~ t!l1,s ;>:'oc,eedbg.,'!hecalculation: of- ,t.he- a.:nou:c..t, of ;>lant 
• _ ~ .... _ ~.r _ ... > .." " '" ,. ... '. .. ... ':: w"'" •••• _ ..,,', ........... ., _ .. ~ __ • , , ' .. ' 

"at risk" af·~:'"· the .. g:-ant!.o.g. of, a..gi.ven.- l-e-ve-l:; ¢!' .. ·ra..te/:"e.l,.ie.!". c.epends.,· 
..... .. • " '. • _ • • - \- • , • ...... -' '0-_ • _ "', _' <c.....- , .. ' .. '" .. .... ''r .. _ ~, ....... ....' '" ....... _ 

on t.heO&M :!)udget... • .... i:.!.ch... .t..he. Com:ni·ssiotl. app~ov.es~ the -t:ea":.:le:lt."o~ ~',~ 
,. n _ • '.. 'n'. .... ~ rl .~ ~. _ ~ _ _ , ." "......_ ~ • , ....... \ .. ,_ .... _ .... ' .__ _ _ ......... ... 

ic..ve~en·,t tax" .cr-eei ts.r the... a:.Ot.:.rl t. ot' accumu.J...a ted.. de.pr-.ec.!.a.t.!on, at .. ,t::l~ . 
• r __ ·....... • .... ~, •. _ ... ,... _ .... ~ ....... , ,_",~,_" ..... ," ."_'~"""'_'~""" __ .......... , 

eom.pl-etio::... o!, ... ?b.ase-2., ... th.e. :'e.v~l o~_ :-ate. :-e1.ie~" :.e~uir.ed.. ~or-~ - - r . 
_ c _. • ~ _ ... • ••• ...... ..~ _ .. ... ..... ~ ".w 'w' • • _", ' " •• _ .... .. -. .. .~". ',-, .. ' .... ,.. r ........... __ -.' ,. ~ ' ... . . 

decoom:..ss.ionio.g . .expeo..ses. and". ,of .eo.urse ,t.h.e.. .:'easo.nable ..a:l<t. .p·:"ud.-ee.t , .. . • - T'" ... ,' ., ~. ... ...... .' __ ........ ~ _ "..c ••• - ~. .~ _... •. , ..... "."T -, _ ." •• ........ -

costs- related- to.,.the_ t'acillty •. " Excep.";..!.or, ":.,he.. ado.pted."C&.'1:,.:oud..ge'W..,.. ..• ,r 
• _. ... ...... '" • _....,,~, _... •• '... ...... ~ _.. >' .' > .... "'..... ..... .. _' ..... • .... ••••• ..... .... ~ __ ' ..... I".. ....... -. . ..... ,.. .... ... 

none of the ,o.the:o,., !':acto.rSCa:l. . ..bede.ter-::i.:.ec ,un.til, ,the.. eO:lp~~t.ion. .ot--
...... ••• .~, .... -, ~'. " L' .... _ .. " .... _'" ... ' ...... ._...... '''' ... - • _ .................... ,... • ..... -. ~ '.' .. " ... . 

Pb.ase 2-... :n addi ~en.,- E.di'30n 's. .e.a!c:.:.lat.ion3 assu.::a.ed.. ,.that. 6.0$ .. o!.. all. . 
• .,. ~"....... ~ _, • ~ _ • __ • ._.. • r' '", ' • .< ~.. .. ~ ' .... '.-'" .' '. ~.... ........ _ ...., "-J .' * .... " ... i.' .... ," _, ~ .... 

costs rela,ted. ·to units,2.a.:ld... 3 .and.. eO::l:!lO!l. faeil:Lt.i~s, ,~o,ul.d ~be .. '. - __ 
.. . ...... • ... .... .. . ~ .... ......" ~.. , . ... ... __ ~ 'v" .... _ ... _ ....... _ , ...... 0+ _"' ............. _, ..... '~I ~ _ ... 

eonside:'.ed .i.nc.onjunctio!l. .w.i th.. Unit 2. ••.. SDG&E ',s.. 5.0-50·. c.ost s.pli.t.tillg. . 
. ,'-- - ...... ~. <"-.' ... --....... -.~ ........ - .... - "'+ .'"~. _',,", ..................................... ,.. •••• 

appr-oach ·wh:!.cl':l i3 ad.op.ted.- in.this ~~~e~, .ancLthe .. l.owe: .s.ta!.!"- -est.ima.t.e. 
• ~"'~"~ ._.... __ _ •• _" _ .... • to. • _ • • .. _ .. ' __ • _ '.. ~, .,. .. '\0... _.... "....... _.,.. " ... ' ,.' ..., ... .' __ ~, __ 

f~ .9&.~.,expe~s:e:s:. ~..r~~Ch ·is, :a~o:p:teC,.". ::l:.ea_::~ r~h~t..~~ .. i_so.?:'~ _e.s.ti.~t:~~o';:~~ 

a::lOU~ t .o:f~ ;>l:a'n ~ -:.a:t- :!";!'S;k"; .~is. :su'os:~n t:i:a:l.:ly~ .¢:~.e::'".:et;a:::e:d.~ _ ~~~~~: .7~he:.:-: ~::; 
perC~ll.t.age .of: '~latl:t~ ·l,e.f:t: at :.:':'isk. "'cy: .a_ rgiv:~:n: l~y'el: :O:.f ':r-~a t;:e:.:..~;lie!:..:.: '~-:: 
C anno:t: c:u,::::,en:;ly, :be:, _ca~c~,:'.a ~:ee-,: we- ·:::1u..s,t: ..e-s t.ab-l:: s:h~ :th~: ~,::9:P:e-~ .. ~l:e_~~ l~ ::.o~ 
:-a te r-el ~e:t:- ~n· :e,i:!,:!:e:-.e.tl-t: grou:ld,s ",; ~ : ': .~.',::::::::, -:: '2::": ': ';:' :::,: :':,", :: :.;~~' ':: '2 

-: :!Il-vi-ew <>:'!' .. t.bese ~un~-ert:ai':lt-i es.. ~:lc.~ ;-:t,:he .. .,n:e..e:d·, :~~ :.a:'l,o~· _:".0:::: ... ~' 

full cO!ls!.c!.er-a tion of al terna ti ve :-a te:a~1ng a.pp.::o:a.c.:he~S:r-: :thft.··.$~f~ ':'.:< 

:,ec,~mme::lc!.s~ t.ha:'t.- ,·MAAC: -:o:a ~s '~., .~t:.S;O~ ~as: ::to:' ,o~!"S;:et::;anti~~i.:'P;a~~d !"i!"st 

year:'~u:el: sa vings .• :~: S,t:a.f-f .al~so::a~.gu~s "t:ha~t.: -r~e.l::sa ::i~~g.s :!'~e;p,:::~~:l.':.: a.::~: 

::leasure· of... -the ~i:'$t·ye.a:, ·o.enet'i.ts to.·r-a,tepaye:-s, a..s.so.ciat.ed., ",,"!'":.h "-:..ce·-
, ."' _ ." ... _ •• ,_. .. .... ' •• I • _ • •• • ",.. ... _ _ "_"'.' • ...: ,_ '" ___ ~ •• J 

plan.t< :S:t..at'.t",s .r-.~¢=end~d:MAAC .r-at.e~ ,~le:v:e.l;:!.S: ~:;e .:n,~~:t. :r~s,o_~~-:'~~ -c;.,~. 

a?p.r-oach t,o- .adop-t:;·.at "this l)Oit!'t::±n ·:t:he:p:~:edi:l.g .• :"~ .. ': " ~ ,.: ::,,;~ . 

:' -: ': :-<'. ~ -, ~::t :t~b.i"S~ p~e:ec.i:lg- ',we ~a::-e: :s,:tat"ti,ng :the: p.::,ec,.e3S; .. o:~. :a.:c.~juS:ti::lS· 
the J>a·sie elect.~i,ca:.~ :r-ates.: ':Or: -:the. :~t.i-:'i:'ti;e-s, _o-e:l~:i-::l'S':!"i~al: : ;-:-; _ ':': :::.:..:- '.: 
deter:ti":la tion .o~, ': t.he :v:-a:' ue :O''!'': . t·he i>lan t. .. t:<>,:o-e p:l-ac:e:d ;.1:1: t.he,. ;:·r-a t:e,."'. :: 
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e1:>a~J"e:- -. !mJ"l:rci t::rn: ~tb~~ eS:ta~li"sbmen·t- O-~ an.: MAAC aecount. ts' ,the:, ~: ::. .. : :? 

recognition::ha:tundercoIlec-eious.: ma'y -o:Cc't:~~ ,in ~N~J:atto.n: ~ 'e'~n!;ngs::, 
of' capr,tal~ -!'..or' ;,pl'ant- that -'l,.s'''Used:ac.d.usef'ul.: .. ~ ,This·'.is-:,-t;h.e: case- ::--:'-::: '::: 
wh.ether the rate adjust~ents allowed at this time re!,leet the .ad'opted. 
fuel savings as reco:nmended by stat!'"' Or": ~the -l:arger:c-amol.ll]-"t::'-:re,que:s'Cec . '? 

:- ,........; ... ",. " ,..,'. - ~ .)<' ..... , "',": 

by the applicants. The magnitude~o!-~~~~~~~eet£~ns,-~~ever, 
eannot -'be' :-eas6ri~-';iy·e-iii:J.iied~'ii tbi"s :;;i.,rde .~~:: ,Tti""'e7: :~~ud;d:di ~review o!' 
eon~t;u~ti~n "~6~:ts' ~!i~i ri~t' y~:t ;~en': eo~dti:c-tid. -:iJi-aV:diii6n=,:' :;the~r- :::; 
eri tical:iae'tors \~!'iedt~ng:~tb.e :l~.jel: 6! ani 'urid.eic.ol1:-;c:ii~ni>;:;~ ; :'~~:: 

.-~, ... '.~"'" ~ , .. " ,... "~ ... ,'.'--: •• _~,- >-, ;4._ 'u,:P' ... :: -::'. -:.",:::, ~:':::~ '.';:;:; ~'.:-~,,::,,::":::_._ .. " 
still t.o be aet.ermined with :-'egard to t!le r-at."e stab!.lizat.on a!lC ~ 

n' ". :: ;",~.~. '"'. :: p :'. _.'''': ~~ •• '.~, .:~ ~ \/,.:' ." t': ~': .. :,~'.,:: 'P: :: ~'_ ~~'.~. ,:~'''; .. ~: ,:: .. _::: <~:., 
interte~po~al equity issues discussed aoove. these issues a~e 

',' ,'" • ~.. ..' .. , ". ~ •• '" ,. ". "'.,..... • -,"- ...... ~..... • '"'. .". ..... ,", ..... ~,"..... .:\ - ." /"-. - .... < .~ ., 

de!'e:-:-ed tor-' !'urth.er 'hea~j£gs 'whe'ri' "E'c.iso'n' :lakes "its -'suppl"e:e!i£a: . "---
" .. ~ ::. -. :' ' • .., ~'.:' _::' : I'\'~ .... ~- ::",' 'J'-- -: .~':' .. ~.: ~.: -.:" ." - -: ~.,:. '': ~ =::-:':: :;:.' :::,:; :~.(:'; :.,~ 

SONGS ?~ase !;1 appl!.eatioc. ~e utilit!.es her-e and the .. inanc.a. 
comkl~ity:'at 'i~rg~:-~~ow~v-;r->~n~id ~i6 '-0; a:;su~ed ';~a:~ '-t=n~~i~~ri,cin';s~: 
will be '=~d~ :-".tI~~l~ :orith~ ':o;;ii'sci:r ~t~-~~~ " !or"i~domi.rii~6:~ei.'ii.6e'-i ":,:- ~ ,,:- .. :: 

. __ ~ ....... J'o.,- ... , 

thr~~gh' ihe ~~~;~tion 6i"th;' MAAC::-: i:c;;~~i~t;:rid~:-~Ollect~£citii; ~i~' a6.y~':' 
"'" ", ... ,.,.. ,- ,~'... ... .... 

will ,earn a return' to eoye.r ~ oppor-tuni ty costs to the u,t-irit',!es'. -The' 
.. _ _ •• _ ,.... .., ." • _, :' - ': ....... -... '~. ::::, .. , ~fl :. ,. : ---: -~.::: :: .. , ". ,.: '-I .... -: ", \" .:' ,: ..... ",_,: :;1" 

value o~ .. the !'uel savi-ngs oeing used as the a:.ount t.o be put i!lto 
...." _ , p)" .. .. • " ..... ,. ~ ~L ... ." • y _. .... • ._' ..... ' ~ ,~ _. -. ..... -,..... _, _ .. \' .... ..... ....... 

basic electrical r.ates at 't~s --ti:ne' is -the':-esui£ ot-'eommer-d'i~:l :~ -:. 
~.'_ ..... _ ~" .. ~ ~" .~ : .. :' ~',~: : .. ~: -=..- ..,- ~: ~ : h '._' ,:,,":' = .,:,:' _........ ,:-::',,,~ -;. :.::~. _ ": 1~ ..... · _:> _ ~.-:./ • ~ ~ .'~ 

operation of the entite facility. :he Co~ission has ye~ to 
d.et.~:-~2n~ ~he: ~i ~itl~~e --a~ourit :'io :cb~' ~i te :bi;ed;: ;'a:ri"d :;~h:~' :d:eg;'~~e '~~~o '; :-: :: 
-..Thieh inter~e~p~~~l --: ~~ui:7 -goils;"or '·;i ~e ", ~tibilifai!ori 'a:;~ :":to :; ~~ ,": ~-" 
i=ple=e;te~,~...,::th this 'zijor'adci.if.i<>n>-' -, ~,.~,- .'. :-.. ~- :;:. ~::;-:-:~..,:.':-: 

-, '" ::'!'he: ques~ion' ::e~~!l:sa;- to ':~o..;' best 'tc"deter-i::'ce :';~he::;" ~ .. '­

antici~at~~ ~l~~~i' ot'~ i~el : ;a;i~gs:-io:- ':-3:tesettirig':?urpo:.;e:s. ~':'!:{ this 
.... :~ .~ .... -,". ", ..... ,.- ... , ............. ~. ,. .......... ".,,- ..... - ....... - .... r' .... ' "-'.o-;.,-.r'"'--

proceeding, sta!'! est.i~at.ed' tl'uit 'Edison -";;ou!c exper!enee' $215 :-1'~' " ~ " 
:illib~' ~f -: tU~l· s~·'ings . d~ring th~"; i'i;st. y~a:; :~'r ~ ;pe;a:£ion ::a!ld tha t 

- .. ~ " """", ....... -. ". "..... , '. • ...... -: •• • .. ""' - .-:.. ........ :: "", ... - ~ .'.~ ,- :: -:" ~ ., -::' ..... ,.... ....,0-, ......... 

SDG&E" ~~ould' sa"le $61.7 :nillion:' 'Neither- uti!i ty-o !'!'er-e'c ' - - ,~'. 'J ~ '-~' 

c6~t~aai6tQry esti::iates.':, H6w~;e; ~ \n: Aug'~s~: r6; ~'9S3: ~'Ed!son":!':!!ed~':: 
... ..... _. "."'" .............:.. _ • .", _ " .... ~ ... - .. ~-: ..-- .:. ,¥' ,_,' "', - - '.~ ... t... ....... __ , ..... {'" .,..., _, t" '" '':'' ......... 

Application CA.) 83;:;08:::'4Z-in which -it' estimates - fi=-s-e' year-- tue!. - ~" -
:. ." ':. -',.""" ... "". ~ -... :.;' ~", - •• rI, • _ • ~ ... '. ~,... ,"'.'",., ..... ".... ... _ _ _ _ ~ _ ,.,. -, ... ', .... ~ ••.• _' .. 

savings to be $206:9 million. 'While tb.e-sta!'rvshould'·have·'a:l~- ,-.' -'"' 
"', -, - " - ,..." -" ': .""'" '": "'~",. -",0 ................. ...',., ¥ _ .... ,'" _ ., ,",,'.--.J ... , ,. ; , .... ---- ..... .... : • ~ ., " .... 

opp~r-tunity to' resp~nd ~o'·E~iso::'s ~e'~' es~i=at.e; -'the 't·~o' estimates-do 
not differ'; s;bsta;tiallY~- -Thus~: it, is . ::easonable - ;o-'use':Ed!:son"s:' ~::..:: 
figure or $206.9 ~illion !'or an i:lter~~ AER/ECAC adjustzent ror 
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.. ' •• ~ - " -, ' ... .< 

Edison in-the, int~...::l dec~si-on 'i:ssueo: ,to.eaY·.:i:n ~es:pon~s~ _~ :A:~3-0.~~~~, e 
a .... d·-.s,t3:.~·~, s .. ~~ gu-e '0-1' '''$~ j 7~""~'''t-' .c ...... n- #f'er- 'S!V"II,~ .. oI-n- ... ·'I.c"s .,A~-tS~-A._·, -- .'","," ... ,J. "., ~...... ,_.. .~, {j" ,,_ . .................. '" _.~ .... c. JJ'V(Z,Ww • ..-•• ~ ..,,~., .... "-'~:v .. .... v.io.,iI" .... , .... ' ...... . 

acecuttt • .' " - :::: ,: ',: . -, ~'.: ,;-. : " _. • .... "', '0" ... 

E. Sh:ould: -C01lmlOI't' ?::~t· ,be ,klloea ted .~ ;_. .... ,,~, "', "," ~,- " ..... : ~ ~ -' -' ... ... .. 
::9 ual1y to' Units 2 and 3 , _. _ ,."._ . _ . 

SDG&i '.·~e·comme!lds" ~'ha't'the c'o-s,;"ot' plan t com:on -to' 'Uni ts" 2 . 
a:ld 3' ShO~'ld: :-b~ ~sh~:r-ed~ equai~:.:;" 'oet;~;n: ih~' ~:wo" "~ni'fi ';it~~';t~ari :.;~: :: 

~ ... < .' '.... ".' ~ '. ", '. .. .... ' " .., ",'- '*.. ...... , _ ,-. .... "",1""", ,""\ ,... ."".-."' _ i.... • ... T.. ·c Y " 

conside~ed . eQti~'eiyas a 'eosi O'iu~:ii "2: '::h{s c'ai S'e done' -bY'" '.~'" ~ 
..... ' " • .- -'~. ,', ,- .~ ." .... ',' -. ". ~'." ,- .... ' -' ... ,.It·c _ .... 0#'..., ~ ","'" ., ".- ,"" -, f'- .... "0 ..... r' 

allocating' t-he '~o£aY proJec-~"-coit.s O'n'a 50--50'-'Oasi"s '~ither-t,han '6-6--
the 6 O':~O ';a~i~ "us~d' :bY_ E(iZs~~," add S; -sn·G&£ :·pr:.or- ~\-g "~:n~~i~~: i ~~ ...... .. 
al t.e:"nat~~·~~~.po~·al it;' 'p~:::na;i p;~.?o·sir.-: S'DGi::" t~:;tiiied·:·~~t.: .. ," .'~ .. -

-' ,.. ,. ..... ,.. ~. -. '. '..... I;''',," .. "" - < ..., .W, ",.' ,.......'....' r ~'. '"" ~ ,"" ...... '~- ~ "" ...... ,"".- ", " • r .. ,..,., " .... 

alloeat~6-ri ''Ol"oommotl 'plant equaiiYSet~e.e~the "t·o,.;o.u:iits ·,.;ould jead : ~ 
to ~ates-t;bi'li:z:;t:{~'d ;n~ -~~e': ;~~u~£i6~-Of ';~t~-;li6'6J2'~";hen ':tb.~ \';0' .' 

.. ".... .0 - •• ~ ... _ ... ' .... ,"" ," -' .... I • .... ;...." ~ ~ • ," ,.,: '" "., _ " .. , _, ...." . '" • ' ...... _." __ 

plants' bee,orne O'pe;a t.::,onal·~·' ,'Ne i ihe~ .. Ed :.son 'no~ ~ staff:su?"po;ted-
" • ~ • ...., " ..." .•• 4' ." ~.,. ... -. • \, .,_ .. ' ~ _ '"0"..- _ '"..... ",_ • _....., " ....... " ""'" ~..... , 

SDG&E' s p·~oposai. ~ .on ~heo-::he~ -hane. ," . ther-e 0,.;3,5 :lO stro-;gopposi' ~i:ori .. 
to':t:.he pr-o~~~a~ •.. ~'~ .. _:~. ~'~'~:'~-'~.:~~~.' ~",,~~ ~,~ ... ~~~.:~: :':~_'~' ':-:_,'~. 

~ .... " '. ~~~. "-o.~i~~ve _ t~~~e :-~~ ~e~~ t ici, ~,DG~E ~'.4 )~~~p6sa.~ ,~'s;,~~e ,.'~'ONGS~? e 
and 3' ·,.;ere -~lan~ed, 6o.ris'~~ucted, and' accounted 'fo~'as -a . s::.rigle -

• - • ~ - ." ',<" t..,- • ~ : ... !. "'"' ...., ,....._... .... -.. __ (" ~ ,_ ,. #"' ~ ___ ~ ,., ". ~ ~ ~ ,'" 

:>~ojec';~- - '·Nh:i"ie'·,,.;e ,~ecoi:i:!.ze "tha:.;_ theUziifor-:l" Sys'£er:i of ~ A~6ourits '" do~s 
; - .... _:~ , <.......,...., ..... - ... :... . - ". ."' _"."" u ,..., _ .' ~...... -,... ........ , ~ •• "_ i . - ," 

pr-ovide .t~~ CO:l:O.:l-.p1.a:i t . io")e pi'acectinto 'utili';y pla:lt. :t:l se~vice .. ' 
"""'en .:: .... e··~';.,·~;~a''r ', . .,:;;.{'.:. ;'o'e' s"'-o-n '-.:'~~e": ="'e: : .... ~;-·.:e::~'17; ;"o~·~;:~;a;i.·e:':"'a':·~;; ... gr::,:_::,,:::: .. ,,:: 
~~ ~- --.~~ - ~"_~ 0 - __ , ft .~~__ _.. • ~. h __ 

, " .',~ ,-.' ,,", - .. ,', '. - .. r.. ...... .. ... , -, .'... . "" ... , _ ..... ~ ,.,~ i - _ ... ~ "": ... 

pu~poses -it. is ~ai;"e; -to i'he ~a;ep.aYe~s,;o ,.ci·~ide the ~~o.~t~" ~S~~l1.~~" 
between ~he, :~o,.un:"':s _and. the:,"eci·.~~;uit~:!.n~.g~eate~staSilizai!.;n- !.~­
~ates o";he~ the_~:li,t; ~g~ _o~ , .. ii~~.·" :We ·:·,.;~l;, --~;'t O'~iy.< ~d~~t -~S~G~~: s " ... ~ _ 

..... , . - • ..~ ' .... , .... , _ .• '.- -' ,<., ..... , • ".. , ... , '.- • .;, ~ .... '.- .... ... 'p _ ',,' ... ',~ _ _ '_' , •• ,' .. , __ ... ' _, ',v .... '. 

~roposal,.. . but al~so ~adopt ~si:nila~ " tt:ea '6:::ent. !'or,J:d:'sO'n.. _.. . 
6 '. ._.~, .' .. '. _. .... .". _, ~ " ... ' _ ..... " 1\ .. o.J _, __ ... '~:' ., r '. ._ " : •• <' ... _... '" •• : '~-"". ',~ • ""; ~ .: :: :' ~', ::: ':' ..... ~ 

~ .. By: :~~~~ting .,SDG&E '!: _r>r:O'posal ~o ~llo~a ~e _ .t.ota~ .~:,~j e~~ 
costs tor SONGS 2. and 30:1 _a 50-so Sasis' :he" :,e~enue- :"e~ui:,ecent.:~ :~.' . 

••• '. ~:.. __ .... \'.. _. __ ... ' ... ~ • • ..... ~'" .... : ., + • _ ~'"':: .,:.,.. ,./ t:: \' ~_ .. ...: .: _ ..; :".'41\' .... : ~~'" ~ ." '~ 

necessary. ~o .,ser~fice SONGS 2 is su'osta:l':ial1y al t.ered. under the 60-
.... - _., ~: .... - '-', ~ .:~...... '''' ", '." ,_, ~ ..... ,' .:... .". '_: ' r"I::: :'. f ',.' '...;'. '::' :',;:: _ '" : r.. fit"': ':..:: ::. ,..' ~' ,""" : ...... ': ": 

40 allocatiO'n 'oasis,. Ee.:!.son's 75.05% interes: in SONGS 2; cased O'n 
_ :,...... .. : • '. _ .,_.: __ • _'.. • .... ~c ~', " ...~ • ':'.. .'. :..... ;,.' _ : :' _ ~ '. • ., ~. '".: ... .:: ~. -:. "", ,,~ ,~ ,"" "~" 

tb.e O'r-ig!.nal.,total. p~oject._cost~esti:late O't $3.5 oi1110:1, :,.;as $1.596 
billiO'n. _ Th~_ co;;es~~ndi!lg _a:lo~nt -~O;.SDG&E ~ ba~ee~ on.:. i~~:.2~~~ ;~~ ~'~ ~ ~': 
!.;t~rest: ~~~~l~:' ;e'.$t,3~;iil~O;." 'usin~" a~50-50 .' ailo~ati~~ .. ~~s~~' o~~ ~: 

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

.... ,... .-, 
; ....... - ,'- r ... r ," .. '. '. ~ .. '", -' • 1." ... ' ~ 
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e t.otal 'project :costs' and 't.he upc!ated"to~al pr'oj'ect ':cO:s': :¢~ '$4.~2 ':,~: 
billion, Edison's is.05% :Lntere3t ···..rocil'c >o"!' $. L 569 ':l5£ffion: and ':-SD'G&E"~s' ,., 
20% interest would 'oe $411 :lillion. The adeption of' :'the ~so,-50: ~ :-: 'c-_'--" 

alloca t=:on 'oasis "not -:orilyenao-les 't!s . t'o '~recioinize ~ th~ :highe; 
esti~ated pr-oject ~costs; 'out ·also reduc:e's~the ~Ieve'I~of"·~ate',-,~ ~, 

adjust:::1ent !'or:-SONGS :'2"theut11ity 6ay"~ctuest:to:bec:orile ':e~ec-t'ive on ~ 
January: 1, 1984:' ~ft~eri SONGS,'3"at'tai'ns' eom:::erc1a:!; op.erat;lon; ':·,;;e< ,~'~' 

would.', of''' course , expect:a ~reveriue 'r-ecp,:.ire:lent' fne:-'eas'e: :--eq\:e;st :' of " 
compa~able :c.agriitude~':~ "', 'w., -,-:',' 

:- • 5nould ':an Al terna t:tve::ta, temaking· . " 
:::eatment ,!"orrSONGS .. 2·'oeAdopted, 
in this Procee~1ng? .... ". 

, , .... _ .. ' 

- ~ 

There was' substantial ai-gument. 1n' this' p~06eeding t, 
, ,., .. , ..... ,. .. > L • ,,..,,.... ... ' •• • ... .., , ..... ~ _ ,. iI,"" 

conce:"ning thereeo:nmeildat.i.on:ade'-:>y st.a!"~ wit:leSs-K:iech:"!"o~" -
• ~ , .- • •• •• ,-. • .-& - "'r - "". ,'..... .-., .• , ,.., ..... __ " . ...... -., •. , 

adoption of a -:.a~get. capac1 t.y !'act.o:" -~or ' SONGS' 2.: ~ ''!''.6.e utili.ties' 
ar-gue t.ha. t. _ it -i~ co no: appl"O~!'ia ~~ ~ !"or-' tS!.s C~~=iSS10n" to' -c6ii~ieei- -:.~e 

... ~ . T-. .- ,. ." _, • ..' '.'.," ' .. '. ;'''.' ',,PO _.',.. 

:CF' p:"opo,sal her-e because' i:' is Sased on' so:e i:?i~ee i::i~~udence 0:: 
. ..... .....-:- '~ .. '-. " :- . '\.'~- ... "" .. ~.~ -,: ~.'--'::~ .... , .. :- ~ '"'~ .. :,~~'., -'--~ .. ',: ..... :-:--::~ ..... :::-~ .. 

the1:" ,art. _ 'l'hepr-uc.ency,_of', the:':- const:-uction cost.s !os a:i !ossue i:l 
h ' •• or ••• , • • .... ".: ... _ . ' ,~. • ',.-" .... ' ~.'" .... '" .' ~ :-, .:. _ .:.: ..: , ~,_ ", ... ~_, .... r ::: ~. ~ .~" <: \ .:\ :: ,::~' ..... :~ ..... _ to 

?base. 2 o~, thi~pl"oC~ec.ing, .,. they !'oiot ~u;, _and" tl?-~ pr-1.:dency',o~, ~ _ 
!"utu~e: oper-a ting' pe;t'o;;a~ee -is .' specula t.:!. ~e' a ~ -':S£s ~ po:":' t.: -, .. ,. 

':, ", "'. ' ~? - ~. • ~. ":. .... ~ .... - ~ .'. ,.'" ,,- :- .... • ' '., " ..... ~ '-= ." :: -:" .~ _"': ... : ~ 

·we affir-:ll t.he At.J's :"uling t.ha t the ':'CF ?:-oposal :"s -'-
T ... •• "'" ,'. •• p~ • ~.' , ..... "~ '"-9 "_. ,"" - ,.. ' ... ,'.j .~. .. _. r ... ~ .' ,.... :'. '" '" "" .... ,.~ 

appr-op:-iate- for- our' cocs~de;ation·' her-e. !he conce?t"o~"a'ta.:get.·· ~ .. , 
capaci -:.y !"ac:or- appiie~ to the ope;a t.iona:. ~~:-!-o;';i;c~: 6r ;h~'~ i':~~; -~" ~ 

' .. 

..... .'''' ......... 1 - • "., - ., - ...."' -, ,'. /,.,.,.... ..... r" or. ..- ., .' , .. , ' 

:lot theutili,ties' coc.st:"uct~on ?~:.~o!-~a:l~e ~. ':'he' pe:-~6~:arice: o!'-- t.he 
plan t '~tlce" i ~ is' opera ~i~~al a~d' p~t ;';;-:'0: ;; te~ i~: ~i~a:-11:- ~;. ~a; ;~r-:' ~ 

,.,. .... • .... >I ~'-. ...... • - _ ~ ..... _ '..... ,.... ....... ~ ... ~ _... c_ ...... • " ... , •• _ .... " " , ..... __ , ,_ ..... 

that. should. concel"n us as" ';"'e' es :abiish' these r-a. tes. :0::' a base:,oa2.: 
Pla!l'~ '~i th' ni'~h capi ta"l' co'st.~: a~(:', io~ '6;er-a ting- ~; ~;~' 's~c~" a~ -., ,- " " -~, : 
.. .. ~ ~ ~ ..,. :'. ..~ . ,.. ' .... ,. ~ ... '~ -.: .,. :~:.-:': '.~ . ,,,,,.,.' . ... -.~ - '.... .. ... :"" ", ,~. ,-, 

SONGS 2, the cost to :"atepayer-s o~ power p:-oduced !":-o~ t~e ~lant and 
• : ' :.- h v. :., '~..,' -p ," ~ ..... '" .... '.: _ '~" "'; ': -: .,. : ,.: ... " -: :'-:.: "~. -:::~ : .. ; :: :: " :~ ~ •• :. - 'A.'.~" 

the degree to which expensive oi1- and gas-~ased r-~place=e:lt. powe:- is 
needec. wii'i~ ~~:ep:~n~' t~a, Sig~i'~i~an't.· ~~g'~~~ bri _th'~' op~;~ ;~?~ , '~:' ~~,;, .- .: '; 

• •• . '", ,'" .'~ .... .-"' _ ..... ~~ .... ., .... __ • ',d 

per-f'o:":lanc,e of the unit. It !os i:"?0 t--:.ant' t~at. :~e' con'ce:-!l---ou~se'l~les'~ 
. .. • , ..... p, .. ~ ....... ~ ",. ... , _ ... ,' ..... 'H .~: _ ••• ~ ". :-:. ~ ': ' .. ' 
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with the -in.cent.ives -fer' geed- p-e.!"~cr':a!lc.e,., ac.d .the allcc.atico o!' _r-isks - e 
- • .-,..... ., • '.', ... " •• - ."........ ,. '- " ..... ".. .... ,... '. op-" 

t"elat~ct ~to ~,pet'!'et"~~t;ee,.,as • .... e.estaolis~ t'ate~ f~~, this~~~~y;': 
.. . -.. .. . _- ........... 

:he ',u::ilities a::'sQ, a~g-..;e t.~at ,i t. ,.is ,_:;:::.appr:cpr.i.~te te::-:, us: to., 
ccnsider- the IeF 'prcposal 't>ecause"i t. :-ep::-ese:lts -an.--un!'air ~change ic.. ,> 

"' - "" .' ~ '". .. .. u...... ... -... ~ " ..,._. ,,_ _ or 

the regulatcry, ",~t:.les :ct :,thega=e,." ,:We .:.co:lside~ ~t~e':c~ocept_-c!'~:a" :,;' : 
plant pe:-for:lanee s-tac.dar-dt<>:o.e,a:l inc!"e:lec.tal adju'st:lent-:!.:l,the "~' 

• _ oJ ,- -' • r • • • ~ ~. ,". 

P r"esen t:,::eg'.lla tc:"1' !'~a:le ..... or-k ...... hich -is ,p~O-per-l!t, ..... i thin ,cu~ _ pu:-~ie~ .. ~,' ,: 'A' 

Regula ticn is an evolutiona:"y enterprise.. Nu:le:."'ouscha~ges i~ ,eur' __ " 
• ..,. '. '. ,_ Fo ... _ ..... 

r-egula tion ha v~ cceur'r-ed sic.ce this ' plan.; : ~s-,c~:~.i.!'~~~., _ !n~~e~ ,.:':. as . 
..... e note belew, some ef" t::ese other-changes ~r-6viae :6ot~va t.!on.:' f'ot"'~ 

• • It "'" ..... ,', ,..,. .. _ :~. I' • ...... ...... 

set"icusly consic.er'i:.g the ':CF ~:"opos:a:::·--a"t·th!s--:i=e-;-"":",,;:,,,=-·--:-::..:...:--;:,-:-
.. I, ..... ' U •• ,,' ,', ",'" .~.'" •• ,~~ ... , ... -~ 

-.;~ . agr-e~ . ~~a t, as, a gener-al ~ule';·-cb.a:~g-e-s--'!.'!l~e·g,:J:a t.icc. 
- .' ..." _,. '~, .• '" " :: - '", '0. : "_: .: '.. ..... .~ ::-' "" ~ ...... ~ ' .. ' .~: '.::' 

shoulc. be t~el:'"cug~l1' 'celibe:"ated a~c ~ace ·....:.th ca~e. because o~ the 
potent.ial -cc~seq~~nci~~ :-!"o; :::iv~sto;s' ~:l~ ;i.;~;>iYe;~ :'thit -suCh¢h~hg~;' 

~ ',' ,-' • ..., ,~' •• ,,0 ".,0 ..• _. ... '.'_ ~_ ........... ,.,." .~_ r" ... '.,.. _ ...... 

cr-eat.e. ':his ile Will' do 'Se~e as· ..... e -c6cs~de:-' siai'i"t s . ;>r-oposal. _ ....... . 
.. " ., " , ' • - ~.~ • ... .., ~ ~I • '0' ..... 

'Edison' a:"gues 't:li t. the' stai'i' , s· p:-oposal is'based" en-- taul ty " 
econo:n!.c 'log~~ ":be6aus~ i t.~~su~~s" :h~ t g;e~ te~~ i;~e~to; ;;i~k~b~a;i:lg:: ~ e 

'" -" .... ... " .. <.~ ..... 1.." j'" • " ... ' _ .... /' ............ ,.. r"" ..... - _ .. _ "' ..... f"-'~", ~ _ 

• .... 11:!. pr.?ttot.e· ef!"iciency .E<!iso:l' s' wit.ness " D!-~ ·Ju~e*i tz ~ testi~ied-
that comp~titiv~,' U:l:-egUiated:'~~ke;; ~x~i~i;~·.r..c~iY·:;a;yi;g·· de~:"e~';" 
of in"test.o:" i-i;~-~e~:-i~g~" :h~" :-isk ·~:!.locat~;n::'t.h~t' ;xi;t;· ,;~;~e~;:' - '. 
pr-cduce:-s' a:d . e~;~~e;~ :!.~. ';h~~~'~ ::l~;ket.; is .. ' a~:,,~;~c.::-~t-'~ ';h:-~USh th~ 

.... ~ .... ~ ~.- ...... ,,.~,' .. ~~ "', "" ... ~ .... ,.'.- ' ... _ .... ,. ,... ... ",.. ..... ". ,- ...... , .. _--,...,....-
~. '. ~ ~ , ... , -t' ' .. "~' ,. ~ , '-,-"-, -." '" process c. negot_at_o: between ~he pa~~.esy w_th t.he outco:le .. 

- -_, •• -'0' " " "', _c, ,.... ..... .... • - • ...... .. _. _.. • ,'_ ~ _ ~._ • <' .'........~. "'_"....... • ' .., "",', ,..., ," ," 

de~~n~ing on thei~ :-espectiv~' att.it~de·tow~r'a· ris~-~ri~ th~il:'" ~-
n '. • _ ... ,.. ...... _ • _ r'- ...... ~ ... ', ,'. '"' ... "" ......... ... .... ' .......... _ ... r ... , 

subject.ive evaluations cf ~::eun6e:'';a~:ltie;''they !'ace:'·!~e:.etot"·~', he' 
•• _. r, ,- ..... ~ r' .... ... _ ,.,. ... ~ ,_ .......... _," .... J.~' "'...... ,. ....... ~ ,., 

argues ,the expe:-ience i:: c6t:~e~i ti ve =a:-ke'ts - ·:!.!l(iie3. tes - tha t's':"ea'ter-- , 
... " ::-. .-, .: '. ." "-- - ,'. " ~ ~ ....... .• " .d. .. - :' ~~ : ' '~' .,/ .~: • " ~-" R" .~ - ~ , : ,:~ : :: .. - •• : :... :'. ,.: ,. :;,. '"" .: 

preeueer ~isk-oea:"ing ~S not ~nher-ectly :nore effic~e:t acd oenef:eia!. 
" ~eagl:'"ee ~i~h" Dr"'~~ ~u;~ili Sz t~' :cha;a~'te:-i·;ati~t:~ ~-~~: :i;;i:~iii-::y: 

• • • .... - ,...' c ..... ', •• ,,' •• , ,-., _ ,..", .,' '''''_ .__ ",.. ......" " •• ,oP. r, ..... _ ~...,. ... ", ..... ~ .', ,'" _ .......- :" • c , 

'"'a"""e· s ' ~o;':e' v' e""· " .... ' ...... 'e'" ;"a;'j:> '0.' ~- :.. ... e·· ~, e' ;... ..... :..- c'- u·'" ~ t'v' '-n;"a'~~'e"'" ,,'''''', '. w ... A \011'. _.. .,...... -....w. ......, ., ... Y-.. ........ .... ,,_ .. ~........... ,.,.. .. r.. .." 

conS'Zlers, ~s-- '~~,~~~;.en~s·o~- ~~;o'P;lY- se~v<i~e~'~' 6~h:l~t-;~g~~i~~t~'; i,: ~ , . 
. ~: .', ". ,.., .~ ':~ . :", ": .... : ~ : ... _.~ .' ':. ,. :~ ,:' :.:: ~ .. :,;:. :...~.-~. u... .. , 

pa:-ti.cular allocation oi' :-isk to t:'eir' sat!.:Si'act.i.cn. :~, ~s .. ~":.~e~" .. '. ~ 
Co:nmiSSio:l <;ha t a~=i!li':ste%"s o:.h'e- ~til'i ty:,-eotlsu:e'r-"n'ecrlt.!-ac·t ~-,,~ 'and' it 
is the Cem:lissicn thao:. ~ust see that an e~uitab:e acd e~fic~ent 
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e outcome is aChieved. Edison gives:us-no ·evid.ence~r-egar-di:lg~why the.; :: 
pres"ent· alloeation o!" risk"~: wherein' consumers take- the bul~~of the· ': ." 
:"isk< for~ p6wer'~ ,lant pe~fo:-=ance: subject only: to"· BeAC reasonableness:"' 
rev1w,· .. is~ su?erlor~ to' 'the'- allocation of :"isk', that': oecu~s:-Wi to. the 

'reF ~. 'Wh~e - the' ~tiii ty' takes, a . highe:,,-· proportion of'-· per-for-QanCe-'·:;· .... -
related :"i~k:.:'~ !!l'd'eed:: we" find. strong: appeal',: in tbe"~ star'rr s' argum~:lt:: " 
that the u~e-:' of' prospective: standards" of·~ p·e!"fo!":nance:::such:as:.~ tb.e.'·:CF~'·, 
will: ':lOre equitably alloea'te r-i"sks anc:: i.'nc:-ease: th'e 'likel:.thoo<!~ o·f\ 
e~!'ti'c'ient ?-lant p'el:"for-mance:~· ,~~ ;":"':, - '~.' ~ -:' . - . :. =:. .~~: :-:,.,. ' 

'Edison- argues: tha t= putting':: ::he ut.-ili ty: :10'r-e at .. r'1sk 'f¢:"~ 

....... 

SONGS 2" p'lant: ';,erfor:nan'ee' wil~" not' in<!uc~' per-!'or-:ance: e-r'r~C~e:lcT:' ';: ~ .:.: 
b-e'eausen:uclear.: ?l'a:tts ar-:e" h:ea.vily~ ~p·ac·te~: by NRC-:-~gulat.'1on:S anc.'·: .. '" 

othe!- raeto:-s:' and the:' utili :'y": ha.s:: li:'it~' co:itr-'ol: o· ... er: perf"o::"':lance.~ :::. 
SDG&E a"-cd:f :.1lat::a per-!"O:r:tan~e ·stanc'aid:~~a:nnot :spur o~r-at'1o'na::::: : ... ': 

err1e-ieney·o~ i~s ?ar-t ," a:~ "1 t ha:s no:co·ntrol'· ~V'ei· plant o:p-e.r-a ~10·n:". ::::. 
'. ·r. We' ~li:eve- t!iat- ¢a:pici"ty·~a:c·tor: is .... "a~ fuel·:eos·t,.·va·r:iao.l'e:':'~ ~" 

that is ':¢'r-:e~ wit!iin· :lana·g<e!t~nt: ¢onirol· tb:an~: are:- ::lany";.o.~b.:e:,,': ~ucb:'",:,:' " ,. 
var1ab-le~,~ even in" the~ ~a'se ot:' tit:.cl:ea"r: plan'ts..:. . :tl:-t.b:e.r;--: vie" 'a'g:-ee:' :' : :, .­

with sta:r!" :tb.a·t:'even:'1·!" 'a: p-er-~o.r::lane:e var:ia'ol'e:' ·1s·· -:l·o-t· 'ful~'y:: .~:!. thi:n .. ' " .,' . 
:lana'g~::len t'con·t:rcl it does 'no:i: "'tollo·oJ':t~at ,all 'risks:::· ·-a:,scc::'~te<'.· :w!:,t.h= :=: 

the var.:..a'o·le- sl'iot:Yc· 'o-e borne::Oy'ra·::e;:fayer-·s .. ·· :n..-our. !"ecen<;':AE..tt:~::- ,,": -: 
deeTsions';· ;n.'. $2:"12'- r05 ,- D:;S3:':08'"":0'S1:,'": for'" exa:l~l·e~~we~ ;>ut: ·th.e>t::t:il:1'ty'::~. 

at r-isk !'o:- an increased per-centage of" !'uel cost va:-"-ia -:.:1 0.0. S;.:" ~a.t:e.ve...-· 

their source. '!he'se~ c,'ecis::on'S; p:ut-:the-·ut"il::ty.:a~ ;:-!sl(: :to:r-= ~uel cost 
v'aria.:o"le's· taa':':' ar-:e 1::ess· wi·t.·M.:l; ·~t1leir~ ~eon .. t.rol,tb'a::o: 1:.s~ ,t.he: SONGS.:- 2- '": .:. '" .. 

ca""a ..... o(~ .,.,.'0. .... '0 ... ·-' 1"10 ..... · ... "' .. o(·o ... .,.·,·e.~ ".0 ... · ~:a:· .. ora-'v c ...... ""e.f' ... 'e-o(" .... ~~ -.~'- .. - .. --I" """''''''''''''''J ..... ..g;. " -...... ' - v.... '. g......,.. ... -.... ..,. .... ,- ,... ,Yr ""'.';' ...... ~-- .......... 0-. -.Q. \~ ... -. ~ •• c..·, > 

?e,rf.or-:na:ne:e. :st:and.:ard .b.er-e :i'3."" si1::til-ar: .to .oU::": :-at.ional:e ~or-: :c:o-n.:si-d.:e"!"i:l'S: 
and. ac.optillg:an,· ~:lereas;e!.ll .:the: :AER', J)e:o-ce!l.tage" ~th:ese:: ear.-:L-:'~' ~ ... ,~ 

ee·c:iS:ion·s:. !n~ b'ot-h" cas.es "the: ~ir-oposed' .chan.ges;-P:":O:J.:'''S·e-: .:to: "~a:t~ :a:-·~ .~ : 
:lore:·.equi-:abl~ 'aJ;~oca~:':o·n· o.t: '.!"Uel;-cost:. r:el.ated. ·":,,::sks:'oet·we.u·,::, ,::-~, , .. -
"'a~""'''''aye''''' ·a .... · ... ··,,· ... v .. 'e·ors ' ............ a'·r:r--ea"e'" ,o(-.~ .. ,fV6 1>,...,.... •• .. ·oI"·1·"-.. V' .. _. ~ . --.. W~l" ., ..." - ... ~ ........ v-vW ,- . g. .. ,... 0..' ""~" ............ '-~ ...... "'. "~ •. "'.- ",-",,,-,-'-. ".tI1:.J .. ....... ~.... .y .... '-.-

e!'!':teieney -than t::.at.. wbicb..oc..c..u!"s 101nen -a.!l"' :i'1.:el· cos-:,s.;:are: ·C:oQ.p::"et.~y -
, ,'. ~', ... ,..". ,~,..."" .... ,p­

,''w'''''' .. 
... -. ~: .... ::.~ 
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passed through to ,ratepaye:"'s subject only to a.~:",ea~~tla?~e:les,~; '.":'":,':.;".: e 
review. For.: reason.s. of equitable- l:"isk-· al·loeatiotl·1 , any_ pel".~o.:",:nanee~; ," ~'. 

stand.ard.. adop~ed fo:",'~ SONGS. 2: should apply"' ~o -both Zd.!SO:l~ anc- SDG&E.,.:, ~ . . ~.... ..." . " - •... -. . .'........ , ,-... ......... .. 
SDG&E.:.also.~ argu~d.~ ,tb.a t the,', :CF_. pe:-!'or-:::a.cce: .s.tan~a:",~.: w~,u.l_d.,::: " 

merely-d.uplieate, t.he~ef!"ecto!"·· our ad.opted: highe:", AER~pereen.tag,es. 7:~~' 
~ . . .' ....... - - , ... ", . .... -.' .. ' ,'- '- -

As:· explained' -further· oel~w.; ...... e: .eoasider a-- SONGS 2. per~_o:",:na:n~_e.: .:: :..: ,~.:.: '": 
s tand.ard to. oe: COIX:p 1 emen tary::: to: the-- AER. :- .. A.t·: .t he .. pr,-es~n-t: t.i=~,,,-:a~ :;,.":~' 

r-ela ti vely·, s:1al:l~ per-een tage·~ of_ ~uel c-os,t-s ar-e: plaee<t ,in.: .t:h:e.: AER:. :fO.:"':"..: 'A' 

'both Ed.ison and. SDG&E. A SONGS 2 pe:",!"or-=anee.~ st-and.ard. w~.uld .a'pp-=.y.:: .. ~'o·: 
the ECAC portion o-~: eo-st.s..': and woc.:G:·the,N~!"ore: con:t.:"'·1out:e: .!".1..'Tthe:" to 
pe:",!"or:lanee- e·f!:!.cieney·· and. equi.table· :"'isk- alloea tio'C.·.~. Mo·r-eove:'":-, - -, ',-~, 

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

whereas ther-,e. ap.pear- to be 1,!'Oper . 11:1i ts-, o·c.- ':.~, l"easo nao.le. s.ize ,of.t.he .. .. ' . '. - ." .. . - ./..._.... . ~ '. , ........ .-., . . -
AER. p-er-cen tage:: due·. to . fO,recas:ting-:- p ro.blem.s- anc.~ ·the~ e !'!".ec -:, ... o!", :anc..o:l. . _ 

• '-. ~. .... •• • - " .. < .- - - • '-'"'' _. -,. .. ' 

fuel cos_t.variablessu~!l a$:' rainfall:, i: is.:, se,nsiol-e to::· go:: ~Y.9;nc:' ::~he: 
AER with:' ,.-laot specific, i:lcentiye.s.-oased on :::lor-e- .easily p..:-oj,ee-tec... -.' 

'V ',.,., -'., -- ~_ A-'" _,.,., ..... ~~ 

perfo:":llan.e.e' variabl~s_sueb.,:.a$· eapac! ... ~y..: :fa~.to:"':: .~ha t-.·a.re: l:l¢:"'e· ·..ri thin 
the al"ena. of-. m.a:lag--emen t con.t..rol.:.:- ·~e:: c.ot~::t:ha·t.we:· hav.e:-- all"ea¢y .:~. ~ .... ~ .~' 

adopted.·, ·j:)er-for:lanc-e-· ,stac.darcs_ -fo-r E.d'iso!l,' ~ Mo,o.a ve-· ,ane .. :,o-ur, C.o:~n.e:~s~·~·: e 
plants-.·' , SONGS. ·:",ep·resents~ a yat"'ti~ular'ly": ·i:lportant-, ~cmp:O,n-e.nt-: '9:.f.-:·. .~_ ~ ._ '.,: 
Ed·is.Oll'S :and·: SDC&E.·'s systems', ·..rhe~: pe!"!'~t'.manc:e: ha.s .a:-e:~·i:t:ie:al.: . .:.-e:!::"e:e·.t:-: 
on r-a :epa:ye:-:c¢,s:'S .'" :. ::~s !"u::'t.~,:":-unc..er-~o-r,e,sthe: i,=?.O::",·t..an.e.e:9~!..:a: t.: .~'::: 

pl-ant:spec'i'fic~ ~:,,!'or::lar..c-e- :sta·nc.arC:' :!'o.!":SO:NGS~ :,ha,':' .:Nou:!.·d: .ope,l:".a~t:e;:!..:l: ':d::: 
-., .~...... _ . '., . , ~ . . .. " - .. -, ...... , 

Ed.·:'-so~all-C SDG&E.a~ue(i~ ·tb:a,t~ i:l~ :CQ-cs.ic.:e:o-·!.ng:"":the, .. :: .. ::...::: .~.:: ':':.: 
desira.oiUt:y: of' :the. ':CF' ·..re' '!!lUSt- :co-ns.i-d.:e:"'c_t.·h-e,:·.e!'f.~c_,: o-!::. t)li-s:' c:han,g~..:..!:!l· 
:-a te::naking or: t.h:ei~ .. eost '0:-:' C"a-pi t·al· .. ::~ The-'u:t,i-l i-t!:e-s con-t·e::td.~c. .. ~ha:tc,::.: -:. 
toe· "'reF p·re-posed. by :s:.t.a~ wotIld.·i::e:"ea~e their-. 'cos:t-:<::rt:. cap1 ta:l-:...-- :':..b.-ey: 

coneomi:tan·t-'ly ,!.c.c:"'easing:thecompa!l±es-:':- ~e .O"£;~!".'et'ur:n:: t'h'e e.!:::-e:e;t: _o:n, :: 
the utili ti.es..':i:nves':o!"s·· would.~ be', ~uIlit.!:·re:.: ''!h:~.r ::r..g.ued.., .~tha::: .~e.Ve:l:·;±!:-
"he Co ... m.r- .... ·~;.... ... • .w~-p·· _ ....... ,..o-... ·ect~·y '~n·~ea· ........ --he"-- "-'''e' ...... #' "-"u--n· ...... b.: .... --WI ....... ..,...... .. """"* _."_" w-..,. ......... 410' ....... :'ow. v ......... \oII! ..... .... c;io ... W"" ~....,. __ ... _. _" .. "'''~''''' v ..... 

res,ul."t:.::g -ine:--ease in ratepay:er 'costs' -assoe i-a.ted • ..r..:~.: ':-b.e: :':'C.F.: :1:U:st ':': .~ 
then oe cocpa:"'ed with the allegec. e!"~!.c!.ency gains r-esulting !l"om :CF 



-: ... , - "., - -.:~ ~ 
.... - -:- '" • .., roO _ -' ... ___ ...... :-'. 

to eeter-ciee 'whether- thi·s :"~gulato.:,,y ~~ha::ig'e ,is. ':-eaJ:ly:~ben~e!a'~ ~t.O: = 

:"ate:pa1er-s~ !he ·:~'tilit.ies ~$-i:"ong'ly -~U'ei::ion :it '~i t: :·;lOU!'C-:1).e :. .~-.:~. ::":;-.: : 

benef'ic:l:aI~ . 
". .' . 'Staff !"'es1»n-cs ,:"tha't \:the ear-ni'ng'S: '~va:·!"'ra~t:!-o:!:.S: :as'S:O;O:iat.ee ':~!t-"h: 

the 'ICF' ·:w!!l' '-not ·-tr.:anslat:e ':dfr-ec'tIy '~:l:'~tO: :f:n"c'!""eas:e'd ~.eO$'ts· :'.(}f: ':ea:?i ta~ : : 
demanded-oy -. invest.o!"'s because ai ::'::eastsom-e o-~:. t-1l-is (..va~£a t:~0:l ~~ :::: ::. .:.,,:: 

!"'epr-esent3 'r-:f:s;C that fnvesto!"'s ¢an :e1ve:-si~y ·:a·",ay ··si-:::p·!y :':)y ho'ld'!:g'::a: 
po"'~ '0' .( 0 0' a4t4te~s (,f "e '''onsysteMa- .('", ~-~s'?)' '. .,.,.,e .... A·'or· e ··'-~h.6- -'l',f ~ ~ .. w... . vv '-" ..... ' .,..-....... ... .................. ,.. ",- ... '."I:W".. ,. ..... .., ~ -' .·n,.. .. · .... 
oetween!CF' :-isks ~and" utili t.y ':'eos.t:s ~~ .. cap.it:al:is. :-no't.:eve:l':'a direc":. 
one;;·,· • ,....... _'''_ •••• r" 

More ' ~mportan tly ;accorC'!::lg:: ~o ~ s-:a!'!';...:. tone '~:C:'~rept"ese%l'ts .:an 
increme:l ta!-' incr-ease~ in;r-is.;C ~tha t =::rs "::lo:-e - -::b.an o~!'se:t ':>1 .::the ::-eeeeec.:: 
:-isl-{'assoelated :-With:-hav1:ig, SONGS'::,co~e!"'c::aI,ry operao-le:::anc.·· .. :i:l":, ,~,~:,~ -_'::; 
:"a tes. '!n:' fact; as . noted elsewhe:-e;' ;·st.af~ ... would :!ike to ':keep': this:::' : 
"I"'oc" e' ·e:.!.( ng' open" on- t'l.e - ,f.'; 4tue··':o.#f> "'a":'" .. o.#f>·",..- .. urn···.,.f;·~'I. ":"1..e" ~ nte ...... -'0' , ~ y . ~ ".. \,I....... ~ k .. ·.-,Vy .. ~. ",";'" • ~ ... w ..... w ... "'u··y .. -.,. w.y- ' •. _ .... _' 

:"eflec~i:lg~' ..... ha t";they' see .:'as: an - over-all ~ :-ecuctio:l ill t.he ~:l;evel':.;o!";. ,::. :': ~. 

company·~:"isk:= ~.':<:~-... :'-,'.-.~ ~ '---" .,,, -:.:'::.:: .... :.::-:.:: :::--: .. :' 

We ag:-ee ·.nth sta!'~ that the com.~any's risk has been,'::'":· 
:-educed. with: the: commercial:- ope:-atio::l' ,o!,: SONGS ane i "=i"::-enection in 
:-a t~s;- Even if·, investor's"'::-eX?ec~a t~ons ::-abot:.~"', tut.t:r-e:: ea:-::li::lgs:: a:,:-ead.y 
i:lc,:uC!.:ec", 'a:l assumptloc.: that.: SONGS·~ 2-.: ·""oule: oecome:-:co::l:le:-c:tal: at:', some~ ,: 
"IO;~:;"" . a' s::..':':..· ... so· ..... :::a,..~'~es· '~ .. ···is"·'n .... p.n~ab'T·e- .. "'a .. · .. ·1..e "'nce-"a"'n";y"'~ .. """ 1' ..... IwO~ ........... ... ~ .... , .......... -""""-,, ... .. -'yw,..,.", ... '-" .. ,-.,.,.V' ....... , .. ,' •.. 

su"r:"'Ounding: this::" ass.umption::, has": bee'n,' ~educ~<!',: ':>y,": t.he': tact': ~ea t;..'SdiSO:l= 
~as~' 'iuc:c:e'ssfully compl'et'ed'< al'l: N'RC:' tests~ on':' SONGS.~ 2 and.· ... 'the= pla:l;t:is.:: 
'n~w"b:e'i(ng~ put in:to: ra'tes.·· It.: is· unlikely tha.t~, the:'l'::lc:-eme~ tal' :::,~:-:':, 

i:ncr-ease 'in risk asso-eia tee· Wi t'h' th'e: 'I'CF~ w1·ll~: exc·eec.,:; ~hi's-: -reetl.etj.-on:- : 
i:l unc-er-tain'ty': that.:·1's as.soeia~d'~ wi.t.b::~~e eotu.:le!"'e'ial·,: operatd.oll:" O"!.~.:::::;. 
SONGS 2 .:!hisis 'par-ti~u:a:"lr t-r-\i.e·:-beea:c:!\.e::: ~=:e~' ::o<i~'!iec: ,:C?\ .tbat'-: ...... e': 
d!.S~$$' 'c-el'o.vt:: i~vo'lves., significa:.·t.l.y~ le:fs :"isk t·o-:'t.he:- cO::l?a-=..ie~: .tl'l:a::.:: 

t.he :s.ta~. ·p:ro'?osal'~:. ',.'. ', .... ~ .. '. ~. -. ~ ., - ,_ .. - :-'. - ..... : -. .:.:: :::.':: .:': :' -: '~ 

concl,ud.:e: t..'ha"t; u.t'i:!..i~7- i!lvestO-r-.$:'·N'!:ll: be' no: wo=-se 'o<!"!':. :due ':t.o~ t.~e ·TC<:~.:­

(pa!'ticul-arly·as: :od"if"'..:ee: "belOw.) ,beeat::s:e:.t.he~<ei'!'ee:t.~ 'of'"::1'C:F': o:.~ .. _~:· ~ ~. :::::..: 
~equired :-etur-~s and cost. of eapital ~il:' be small a~c. ~ill likely be 
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.- , " -' -, '.-' 

totally .. ot!'set :,by, :t.he ~!"edue~i¢n: '::in=--:!:n-v:es;o!" ~i$k a.ss:oc1:a.t.ee:..:·..r:~t.!'l.,,~h~:: e 
commercialope:-a tion- .o~ ~.tb.e ~p'::a::. t. -: ~Si"!ll'i:l:arly ,~~ile ,::-o-e1ie:ve tha :"'.: ,",: 
ratepayers • ... il1 'be better of!' due to the rcp' 'because a!lY assO:C~iatec..< 
i.ne~eased ~ eO'$~of. :-:eap'it~.lfo,-r. :,wb·i:¢b. t..hey ::lust ~eom~,:lsa te .. ' i:vestors 
(o~a: ; fo-r:eg,one, :d-ec!"eaS:e. t..ha:t ::ig!lt . have ....o¢cu':"!"-ec ·.~:"h ~cor!"l'en:.i()nal. ... " ..... _~.~ ~ ........ _____ . J_._ 

treat:len~ :o!' 'SONGS)~ .. w.ou1d b-e·:negl:igi:bl·e at...)llost and.·:·..rill::'b~:::::o:"e :;than 

of!set:by the beo-et:!. t.s.o-f' ,deereased. :·risk-bea:,ing O'n ·,t'hei:~ --:pa::ot:,anc.: ~ 

ine::-eased :per-for:.:nanee e~!'ieier!c~ ,:'O'.:l' the- --.:ut,il i ty:s pa~t ... ,: ':: ::~,::'~:: ",:,: '. 
~. ~, ... 

ag!"ee -..-1 th staff tb.a t a performance st.anc.ard such as t~e 'reF' ·"'ould.,. 
:10 t :.compr-omise ·;the 'mai!l tenance: o! ~.safe '~, plant: :ope~a t~O'n.: •. He expec "; 
·Edis-On ·to .. abide by ·,;al!. appliea'o,le ·c~N?C, !'"ules _'a::d _:",egu:'a tions ,.:- ,:",:~ . .::~ ": :::--: . 

Further ,: _ we :ag:",~e wi-th s,ta!'f -::tbat,: wi th~~tb:e:: 'rCF :.the:: pot.en~ial:econ~ltic 
cost-· o""'sa"'e-j v~ o't a" "'on' ...• <I.'r''': -ou ... ·,'e .. 0";', """e "e""e"'''''s 0'" o,., .. p..... ".' ~ w .. ~ ... \fit ..... w .... .,..,~ .......... " \;" ... 0 ...... "" ..... w.... .......... J.~ ",,1..1 ~W' .. :.~'.' .... .:.:~ 

max!.:niza tion~a t.: the .:expense,.o!"; sa!'et.y .', : "tle :.:a:'so.~ not.e: t.ha~: t?~.:-. r~~~;'"c.:: 
includes ,. exa:::ples of other;.. jur-isc.ictions _ t.hat ::.ca·"e,c i:lst1:tute¢._ n1;cl~a: .. ~.' . . 

.' ............... ",.,_ i:.::::: ~""',:_.',,: r.~ ... ,,,.. .. :. 

,~: .. ::: . Finally., t.he uti:it.ies:~contend.: t.ha:t:·tc.e-:ac!op:tiotl:· o,:a~"-:.,,:::: ,",~ 
pe:-t"o:-:ance. sta!ldarc~' !or: SONGS-.:2: .... ould .. b-e~· ;>:-e:llature:-:gi·"~n'":.tc.e rac~t:· ~ ": 

that::, tc.e. Co:nmissioc: has: recently,,' initiated.: a~ study: o;f'.:.' .tb~ ~.f~.ic.'if!~Y_ 

of a nuclear:' plant pe:-!"or:a::ce: standa:'d'in:- the:. case;: of: S9N~S,::,~ •. :: .:~"':< 

our., view:,.,. tee:' adopt.ioc.·-:o!': the: star!'.: ?r-oposal .. in:: SONGS.;., ,2:",·"'~.1~::"np:t--:.c:e". 
incompa ti 'ol.e ,"...,i th ~her eon tinued· s~udy:~ of:. per-!'or::an~e ~ y~.!l'd.a:-¢~:., ~~<? :"~~ .:::'.'" 

SONGS 1..: " - Th.e SONGS· 1· s.tudywas;.. !.ni~ia~e¢.: as. a'r'.esp~:c.s~ :'::0:- !.E;c.r::e~s,i?:g 

ope:-a'tins: 'pr-o.'Olems i!l:: an: aging:: ~u.el,ea,:'": ~:l!..t,~tha·~: .had :al.:-eacy ~~,e,!l-; ::!.:n~ 

o"'e':-a-~ 0"'- manj- jears" ", .,.''1'''''.6 -i ...... e ...... ','o"'·· .. ""e" ~ .... ...ry was- ....... - .I~v~' ~ a '. ~ .. ......... ....... -- ..... ~ .... ¥ ........ w ........ ,,_ .... ,f,J..,. .... ~,w....... .. .. ""'~ .. , W:~ .• ~ .. ,.,.,.~ ... .y~. ::":.:.. ::..-

"'·rec"' eoe" -J'~ 'e""O"'; "'e'e"'e--" e"''''''' c,J p!#lCY S .. ~ "'--a--- . ~O' ""o ..... · .. e' ... ac.. , .. "'0 eo "" ~ ';' ,-.,~, ~. k#' ~ .... ,; , .... ~.... • '-'-" .-. ....... w..... _ .,.,.......,-" ,,'\,,1,_,.., ...... " ,~\II'... .." .W, •• tW ....... _ ..... ~I-~_' __ 

pa~~icula:-.?la%l t·', pro-o:'e::::ls_ ,,:~e: int-e::t: .o'f_ :t'll~~ s:ta·~.!:;; -pr.opo:sal:' !le~~ ';..s: 
somewhat. di.!,fe:-ent. !t.:!.s a!.::ec. at establishing 'o:-o,ac:~::··:"gu~d:e~ne:s,,::­

for al·locat.i~g.. f!.!.t~e :-i'sks' ass~..a ted :-.r"_t'b;: '3. ::le-",~ k'la!l~·.s'''~k'e:-!'o:-:::lance 

"'r'",~o;" to·-·""e ... ~ ... e·'·o·..,. co ...... .o. ... c" a' , ope"'a .. ,.:·""",,-~,·,,·,re' ..... e"Jr:>·~- .. ,1..~·t- " .... , ... -~~~ ~ ... '" WI... .y. .... -.. ...... ............. -""' .. '-" .... '-' ............ ~ " .... l.I' ... .-.~_ .. i ....... w;..ua. . -...v .......... *tT ... , ... _. 

_.... ..," __ • L 
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A.82-02-40, 82-03-63 ALJ/vdl/jt/~d-

:'.ncentives to:-' 5upe:,io:- l'erfor:ance~ at the~ 'o'eginning ot~ the· 

SONGS' 2· :::>lant~ l:"~e~ s'o· that as the-· plant goes ~:lto'-'~a'te~; ?::-ope~ 

:"ules are:!.n' ylac-e te-- ex?1!.c!t1y, gover-n- 'the: r-at'e:aking, trea,t':llent", o!":' ,~~ 

theplan't., ' :, '. ~. 

We con:cluce en, bala:fce that a' ca?ac!"ty: .'!'"acto·r-· ~::-ro·r:la·n¢'e~ 
standa:-d for SONGS' 2 should be': adop'ted.· .- Eowever-; while: agreeing': with: 
staff that such a stanc.:a::-c.: sho·ulc- be:, a?·p.:-o.ved:, .. we~ ''oel:'.eve' ·th'a:t":~tb.e:': ,::"~ 

staff' p::-opo-saFshould' o-e' =od::"~ecr~' We ag-:-ee with $·ta:!"!":." tha't :':1 

should>no-t· dis:rega'rdthe:: est.i~t-es· o-t ;>lant:. per,f'o'r:a:lce t.hat~ Edisen::::' 
has' -used to g~"pla:l-;: a:~?r"ovaland' to j1:stt!'y :-eso:u,!"'ce': :pla"C!l!':l.g: :::,: ': 
deCisions in: gen·eral. - On~ the othe:-, hand:,'" ,s.ta!'!' ha:s~ ,cot.: 'd~t!lonstra:te.c' :; 
why ",:' .... ~so ... "-e • ..... os· ~c'e ... ~' p'a""'''''~'''''g'' "'~""ge~·'o~'6Si/l·, o{,~,- "'o"'e,;~,-wo""'e"" .... ' .... "' .... ,~ . .-.\.1... .........-. ...... " -_ w .......... - .......... _ .... 'WoQ.~. '",",,- .... '",.", .... -.".- ~ 'I.. tJ- ~.. ..~. -~ " 

the 80~ -Zd.1.son used~ at:.'~e .o;il:le:. 'Of. ·cer:":.::~!..ca.t.-!..on: 0:" ::.::'e 55,-60$:, :::hat:, ': 
sta.!"~ beli:eve.s to ~ '.";he' 'o-es.t: cur~e!l~' ei~zate. o!"' -l!..~e.~cy:ele.· ~c:a .. ;;,a~.!:t.Y'~ 
!'actor< Fuii'her--,- we' ag:oee": ·wi t.-1l;t~e:t::ti:l-:.t.i:es- t.ha t.: by. .se:t~~g>t!le:·:. 

~ '1.." 'L. '~b.' .~..... . ....,f . .,.,- .. ' ..... .,.~ , '.' . - ... '.1'>.1'> .... 
~arge .... ·~.lg=:e·:- ... a:l vu.e· ·.o.pe:-av_ona... ...eve ... · s:a. .... - expec:.s" s ... a... _as 
cr-ea tec' a pro"oaol'e' pen·aJ:o;y ...... i 't-"hout: -su~f'icien ':.~j-u.s~!'!.c.a t.ion:.:- . 

We "also- bel :"eve· that ::st:ai':!"::'na...s ':::0. t: ::ad.:-equa:tely: ju.:-s:t.'i f'iec... ,wny: 
t:e propos'ed 'per!"or-:la!'lce' ..st:a:tiQrdshould .'oeset.' a"t a- :pree:'se. ::?O-!::ftS'O: 

that :lino:"' deV"ia't:'ons "'in,pertor-mane-e 'abov'e. ,~an<:Lbelow. ~~:n.is:~:o,i"!lt :are:::: 
rewa:-c.ec- '. cr· "penalizec.·· ,It ...... ould :'0 e" ~o!"e-~asoc.abl.-e- ~o-se.t,:' :u."P :8;: .:: .' .. '"': 

ta.."'get :.!"a:g~ 'o!" peri'or-.:ance..: :Other ?Ower pl'aIlt: :?e:---!"o~ce:.-st.a::'C:a:"ds· 
discus.sed . i~·t.h:':s ~eeol""d, uni.:fo:r:ll·y ·i'l.lCl.ude !I:uc~'a '~ge :0::-- :" c.ead;'and~6'" 

':'he capac:" ty !"actor standar-c, that · .... e adopt 'io."!.ll inc:l;u·c.:e.:a 

· .... ide dead"oan<!: .. so ~t:ha t t.he· recus: 'o.~ ~r-is.k al:loc.a:~:'o:l '~a=d ,:,?e:,,~o'r-:la~ce 
... ..~'.. . ~ ". ~"", "" .... ,- '. "'''',. r. ,... ., 

i~eenti ves is 0:1 :na~kec.ly~u~e~ior: 'or i:l!e':-!o~:'pe'r-'ro::,::a:n¢'e'~ ':':.e 
lower- end of the deac..~a::.c! .~i.ll be set at ·55%,-.~ ,::hi.~' i's -,t:h'e ~'oo"'tO:l 

• _ ._.....,. ~. .",," - "... .. 0<- " ..... c ... i " :.~ 

of the range o!" st'a!'f"s: forecast·o,!' ,actual':SONGS:2 ~,p:e.~-!:o.r-:tance, a~d, 
• •• (-, • ~'''' ~ ~ ,',.. -....... ", ,.. ... • .' " ~ - ~ I, .,. ~ .... I ,.... _ ' 

aecorA~_~g ~o "'a'~~ "~"'~'o{·s·~ '~s . ·' ... ·e · ... 'a .. '''·o·na'- ~"'''''''s''''''v ~a''''~'''''a' 'cot=> .1"0'" '- _ _ s....,. .... '" .. ~. WI- r,_~ •. a.... 0 .............. ,_Wo \,;1'-. _ ____ ,\..,l.l, .., ... _ ... ,v: ............ 0.- • ... 
. --' . ~ . ...... . '.,.. .... ' .. ~, """ - .. ' " 

large ~uclea:- ?lants ~ We • .... ould' "consi:de:-S-o~GS:2 "·:::>e!"..!O'~an.ce below 
this level to'oe c'.ef'i.ni ~'eiy 'Substand.a:-d ~ '- ~ate?aTe~5 -:shculc! :lot be at 

risk !"or all of' the replae~ment !'uel costs associatec '~"'h such 
substandar-d ?erfor:ance. 
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The :.rppe:- ene. of': the- d.eaeband.~ ' .... il· be set, a~: 80-%.', ':'h.!.s. ,is :" .. ~' e 
the level o!: ~er-!"O'r-:na~ce usee by Eeiso~ to just:!.!:y tb:e_ .?lan~: a~' ~::e,' ';: 
t. :'l:e !. t. sought. a::ce!"~i!,;'C'a te.' !'r-OQ t.h~ S : ,Co::J!:liss:!.o n:< :~e: .cano.o tr .. 
::"'easona'oly pass along su~::",ano!":a:' !"etu:,,~s ':.0 t.~e \.:-:::.1:. t.y !"o!" ~lan·t. 
per-fo:-mance 'oelow: that, ·.thi.c!l t~e compa~y util!.zed. ~t.o: sa:':: ," 
ce::"'':.if:'cati¢':l o!', ,th-e ~·:ant.:. :ee!"e!'o::",.e 80% :!..s. tee pr-O'?'.e-:; l.~:y~l:.at 

.. ,~ . 

The' second. a:-ea ·,.;h~!"e · .... e t.h:!.:l.k the·· s:.a!"!",: ,:r'opo.saJ." s~o~:::. b~. 
:lodif:!.ed eo CC"e!':lS' t·b;e·~ ·leve1.: .or :-e· ..... a!".c: or: ~nal ty ass-oc:ia.t~, : ..... ::.:;h- ·t.h-e: 

cost. sav:.:.gs· 0:'" e:(cesseS' assoc!at.ec. '..:it;:', SONGS 2:-ope1"~!.O't! :abo:-re .. ~r-, -. 
oelo· .... t.he i'e:-!'or--ance' st.a::.d.ard.:.· 'fie 'o-elie"l.~'· that a: :or--e:· 'eq:u:i t.a>:.~. _ ~-" 
conce~ of- ~sk al:location ?!'ovid:es- !"or. "':.::'e· ect.:a:s~ar!:n:g,o·!~ ~S'..;.c:..~ 

A:"'e1..at·ec. question i.swcethe:-: .'";-c-e U't:!.l-i,ty eXl>:Qsur"'e" .. d.t;.e .to: 
the reF shOU:l.d.: b-e: ·li:i.tec:' '!"u!'"'the:'" i!tsoce :an~e!". " :nou!":: 'r':ecen~t 
consid:e:"ation anc. ·ac.O'ptio:! 'o-f . inc:"easee ~AER pe!"'c,en~ages'!ot" Edison 
and. SDG&E ~ '..:e acop-:ec caps on :t.h~ .... .ra:"'i;a-t'!on- !':::t ':P':"~3:X' ':".etu::-~ :o.C'",; -: 

cO:n::Ioneq1,.."'!.~y .a::lowed. ~d.ue' -:.o,c.!:!fe:"'ence$ ',be~ee:,; .pred.:'c.o;e<!. a:::.d.'-: 
!"ea1.i::ec. AER-rela:-:ec. !'ue: cos~s.~ - ':h.ose~:ea·ps· :we:-e' $e.~· cat.:'t.!.-o:us:',y: -. '" .' 
!"elati"'fe to' :S'Ca-:'!" '!"'eco=ecea ~:'o·::s a:t. 'i,60 'o.as::s :',o~s fO:" ~Ei!::'so:: ' and. : 
i 20 ~a's:,s po~ts: ,"!o':" SDG&E _ :D .. 83-0 8~05:i~ '.gi"ves ,three .!"'ea:sO'rlS : f.o:,: .Ou::, ' 

caution:: 
"F!rs:t.,:. ~,;e :",~cog.::;.ze ~b:e ~d.:'!'!":;eU:-~1 !;:'t e'la;"ua:,;·ing 
the e!!"ects of. :':cent:!.ves 0':" d.!.si=een~!.ves 00. 
, .... " '1~.f";,,;,s '''''0'''"".- -o~ "'a-'': ":3;'" ~. ,. • ,- . -
I,ft/!I.'wI ..... ""'J .~.", .... '-' Z"-'" _. 

ff-S~co-nd.; · .... e aek::;o'~leigethe (£:.ii::.cul';j ::n-' 
assessing :'~e -e!',!'eC':'i veness :0-: :ar:.:y":u::..i:!;<:.y _ 
:',::c,e:lt!.·:e/,d.:'s!.neen-:.i·:e unt:.! it .is ca::,e!,l.:.l_:':r. 
~/al~a tee: ~ ove~ '~~~=e. . :::!la::j" ,: '':he hER/ECAC ~ , . 
... ec ..... a; ..... ,f·- "'e"""'e's·e"'·s 0"''' V' .,..,..,b '01' a ··;oss' .... ,~,o. ... a ........ e' , .. ... W f ......... ~ • ."-'_ ..... ..., .... __ ./' -"''--"\;t " ...... ,. ~~ _..J_ ... ,._ .. ~ _ ... ~. 

of' p~og::"a.:s :0 :",ecuce:he. t;.se of' .o!.: a~d. natu,:"a: 
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the 

gas~for 'Cal1!"'or:l~a: \It.ili t.1es-: . Un"ti.l ...... e. =.ave: 
,ic.e:lt1!':!.ec. and ,eva:.ua:~ec the oompl.e:;e ra:'lge o!',,_ 
. pos'S':!. 'ble- Op"ti'OllS, - ~esb.oulc.' no·t "a'c.va:lce' too~ 

qui-c,kly. wi. th~ -any 's:!.::.gle,'1:lcen..t.i ve: ::echa:l.is:=.::. ". ',;: 
(D .• 83-08-051" Pl'. ,2Ja,2,i'b)_.. ';, .. , _.' .. _" ,_ 

'" '" .-, 

., . 
Use of a gene!'"ou:s c..ead'oanc.. a::c."a .50-50 sharing ,o.~, ,the, pl,an,t 

• L _~ ... ~ ~I '." • c," I ..... • .~ .. ___ ... &I '.. ... _. 

perfon.anee !".i~ ,outside the. deac.ban,c.. will s!.g~~!C:~t~y:.:-:~1.:.~e~ :t~~: :,~ 

ea:"llings ·la:-:!.a t1oo. tb.at, the .. :C£ pote!ltially Ca:l· -e:"ea.t.e~ .::0:- .the ~ ... _ ',' . .', ." _ ' .".," '," .... ... .. ..... _ '" L,.... '-' ... ,'.. ~. _ .. .. .,' '_ _ _ '. ", 
utilities.. !h:.s i,n tur:l..will. red:?-ee 3.!ly: po:.e!'lti~, e!'.!'ec,;-~ e:f t?:~, :'CF "' 

Stat!" -..rit,n~s~. ~Xnech.':o.'s "tes,:.~::ony .:!.:ldica ':oes, ,that. thes':..a!,.!,_t.s, 
proposed rCF woulc. 'be expectec. to reduce Ed.:'son..,' s-.. ,1,98.~~ ea:";l!.:l.gs, 

~ .,..... -. ..... - ,= ... .... ~. '-... ' ...... 
ava:!.lable for-.com:non eq1.!!.t.y: :'0:": .a:pp~0xi?at.e~y. -S25 !!lil~~.i_~,n .... (o:r :"ougb.ly 
4%) ,~ora!"ec..ue·tioc· in capacity :ac_to~. o!" J 0% .below: ,.the ta=-get,. __ .~o,:"' .. 

, ,., "o-"~ -' " . _ • r '"~.. ".. • • c _ •• "'.. ~ ... _ •• ' ". r- _ ....... _ .,c. • •• ,. 

a :U.::li:l.UUt ca?aei.ty !'actor .pe:-for:nance . .o!', .O%.,.':o.hat is '", t.:'e. ~~}.Y".!:.e~ .o~'· 

the~l:an:--:. toope:-ate.at: ,all ,~.o!" a. !'1.!l.1 y:ea-::~, .. <;he :ea:,:::~gs._r.:.c.~~c~':o~~~ll _ 
woulc. be a pp.rox:'::a tely. ,$l65:::L1Uon Cro1.:g!lly 26~ L !.!', ,.hal.!' .t-he, . 

.. -. ~ . -- ""- - ~ ... 
re~lace!!len:. !'uel ,-eo-st ~exces-ses ·assO¢iatec. wi,':ohope=-a:.io.o"le:vels. belo·,.r. 

~ • • . '..,. _r '... '. '. ... ,. • • _ • • _. __.. _ ',..' ... , , .~ •• ", .,.. ,. _. _ ",.,. ,0" 

t.he, ,c.ead. band, °..te!"e b~r.ne .. ~y:.&tiso,:;..,o;t.e.ea.:-:~!'.S:S rec..u.~:t.:!.?!l :~.:.~?~c_i::a t~_~ ': 
wi th ,a ~ O,%c.~op ,!.:lcapaci ty, !'ac t.o!' below. <;:'e .d.eac.ba::<! wocl,c. ~'o.<e.. $,i.2...5.-, 

. . '" _. - .. ,~. _ -.. '. ".- .' .,,~ " ... - - .- ~......,,'" .... ~ . ...; .. ., -- ",.' ,. . '..., ~ '''''' --.. 

:nillio:: (ro.ug!l:.y:: 2.%J.anc t=.e ,.ea:-::.i!!gs.:--e.c.t:e.-:'io:ls .associatec..w!..t.h _a ... _ 
. _ .... _, _ . . . ~ T.·.. ,~ ,. , ..... '_.. .. ~ ..;,;.' _ r "'''~ ; .... ' • .' .... 

:n:!.ni:l'Zllo.!' O·S capaci.":.y ·~act.or· °..toulc. be .S69. 5. ::!..:'l.i.oc C:"O.ugh,ly ~1J %J_.~ .. 
~- ~ ,. " ' .. ~ - .. , '. _. ~ ... ~ .•• " . ,. - _." •• ,.. ..... ,', .... ,' _ ....... _. ' ~ • ~ "_' __ .... o. ~ '.,. 

::o.~the .. sa:ne.:-easons ... ~.ha t we.ado~:,.a ,,:,CF • .pr:oc,ec..u:-e. !"o.:-.,. . _ . _ 
SONGS 2,,..we .. cer.ia:.n..:.Y ex?ect. to.:coAsicer :s!:ilar' ·p"ro:p.o.s;'i.i '~op~ S~O~~S .. ~. 

, • _. • ". ' • _ ~ • _' -.~... ," " , "_. ,"'.', ' ... , ..... '.' '. 'he, .. ~ ~ ..... _ .......... " ,', 

3. Adoption o!' a.s:!.:nila:- rCF. p~oce<!u:,e !'o:':. SON,GS .3, :..t,oulc. :ea;l _":.,hat.,:. _ 
_ ..... • , ' _ • ,. ~ _' _ • ~. .. _'. _ ., • \-:: '" ' _... _ .... ~ ..... " .... , r _ .,. ... _. .. 

E:diSO::l' s e~po~ur.e ",for- .. the .. ':owe .,pla:lts '_. pe:-!'o,:-::.a:lo.e, : .... o,ulc o,e. i:le:,;e~a_~:;~,: 

!'urtl'le:-. "Ii:!. t=.. the ac.op,t~on ot the. :CF as c.iscussec. ,aoo.ve, . . ';ole ~'oel.!.ev:e 
.~ .. • _ L • _ __,.. , ' .., _ ~ 'L' __ ... 'r , .... ' •• ' 

the 50-5~~~r~::g,:, .a:lc. .~!'., so , ...... hat s.ize ca.p '"' ~h.o.;ul<!: .. o.e .":~:'3:~~~ ~~; ~~~ 
rCF procedt:re adop'tec.: !'o=- SONGS ::2." 'We.de!e:", :-::':':s r:e'st:-i'cted:: ':PO,:"':!:o~ '; 

of ~he :CF issue ':00 the hearings ..... h:.ch ..... ill be helc. pursua::lt to ':ohe 
ut:!.lit:!.es' !'or-thco:i~g supple=e~':oal SONGS Phase 1 applications. 
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Tee u~ili.ti~s a~ed. ~l:.at~' .the~ XC:., ,ill-eent.:'ve~ s,tM.lC'tu:-e is 
also f:a'~ed c~causeihe" :-ewa'r-ds .. and, ~.ena'l't:'es. :a:-.e:~ied~ 't~.:!"'.eplace::~: t 

.... ~,~. _...1 • • " .-" ,-,< ",. -' "0 

fuel costs a::.d,.· thus.,. -to- vo-lat:'le:.oila::c. gas-:-pr-iee,s .'<. :Ile.: ..b'.el:!..eve 
vha t this as?ec~ of the TeF is ?:"oper-,' -oeca:.:.~:e ~h~: -v~-::";e: o~" nuclear­
plan t' pe~!'o:-:::ance:," and -th.e cost.·s- an~ ':'isks: o·t- no"'dp'ir"!"o~:anc'e 7 CO 
actu~iiy-' v~:"y :"'itb:'· ·e'ha~g"i~gr.e'=:acezen~· 'tUel c~oit's~;. - ~ie: rio~e tb.'a:t:' as~:­
ECi-son:ie;>ia.eez:'ex?~:s:.'ve' 0!,i':'·'a::.C!gasf3.6ifitiei; ~b.e ::"':ti-fi';i~s-·'::', ~ 

......... - I 

:-eiu~ced'.:- !l:n • .s', an- i;centi:;;e:: t'o'!-- 1utt.~e :-ed...:'ct-f6ns inoi"~ a:C::-:gis "1;S-e 
is c:"ea ted ~y the rCF, and s tat't' is cO:T-ec'~' {~ a:s-s-e:.t'i:ig: ~:"~'t:'the: ~!C:: 
w!ll'ci--ea:~e:- ?'ositive"'i:ee:tive's"fo:--':"eso1.::",ce :?lariii~g- eif:.~c'!.eney as 
'~ell as"o~e::ati:lg' effic':"e::ci~ .. ,' .. , .. ' . '~,~-

. ~.lr zod'i~fee' ~C: -s<;a:::~a:-c.·Wil::· ~6c-e~a-te''i!i~e-: :in;:=ease' :'!.:i" 
investor ris~ ass:Oc'{at;ec. ;i'<;h:t.:;.e' ::echan~s= ~a'C<!W:.lf· 'ii:iow"~ot' ·'!:lo:'e-
tl'exib~li"":y ~o-r va:-ie'd ope~'at;i .. !ig ::e~J'els:'~ih'~1ie' ·c:eaioini.·'~ iie:1:"year 
an 'ap'p:"opriate: '~a!,"ge<; le~fef ~O!'" ~'he: ?la!i~':';' 'ca?aci~i'faetoi ii'J:l::be:":' 

set, as' ft '::s :lOW t" i-:lthe ':;cAc/iER :~o~ecisi: :?~oce:a<!':::lg'~': -: ~:fn--: no' =case ':: .,' 
s'ha1.i tb.~' 'SONGS: '2' for~·ca-s~e'd. :ca'~ae{"ty' '!'ac-io'r:~or 'EC'AC/A;E:i: '"f,i':'p':oses- ~ ': ': e 
fall 'outS!<!e "o~ '~~e' eeacto'a:ii£..: ASsQi-::-g: 'tha:t . th-e' ~·oreca:stec. -capac'tty'- .' 
fac'<;or fo:r::CiCI AER?ur?oSes' !"all's' S'on:ewh'e::.:e:.:.,i-i ';h~!l -th~' :,z!<!<!J:e 6't ~ -ice 
deadbanc.'( e. i. ;' 'm )-·t~e "currec t -iti":!.:ieeri~i ·t~:: (~~;' Ed£s'od:" te:ri": .~ ~ . 
ce:it's on t-h'e' ":,,:e~:ac:eme~~' ~'~i :coilar')':·..iii:::apP':,y..toa'ctuai, annuaf·::"·" 

cc:~~e~.tY' ~acto~'pe:-for-=anc-.e '-:.ha": '~s' 'ab'ove:or' belo'''' the: :ta:;g:et 'ou~, ~ ',_. ,. 
·..r1t1li:i' th~ de'a:~a:nd' (e::g ;;" '55~12·,.- 7i..;80:)~. '~.fhen ca.p-ae{£y<t'a({~o:", 

'. ~ ..... .-. '" po,. ,... 

~e~!'o-l"':la!lci di-,.e:'ges '!'ror:: the' ta'~get "to: ~he exte'ct --;~at -it' 't'a!':s" 
ou'-igic:e ::o't -;b:e :~ea:c!~aii; ~ ad 'add":. t!.onal-'!C: -:"e·,.:;a·r-~' :0':' 'p"enaity oi :50~:'; ::: 

.. 'As ,.,e note !.::. ou:- c6=pan~ori ECAC/iZR>dee-is:tori -~odai;":Ed:~sod:rs: 
fi'r.st-ye'ar ezp8:c:.:':.j t'ae-;o:'" !or:ecas<; ,!':0r-<S'O'NGS':2 ±s:-7'2:% • 

. ,", 

-- .6~ -.. 
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e A ?r.:!.nc-:!.p'al-: =:otivatton' !'o!-:"i~c:.ea-si::~ ~'he= ?e:-c'e;~ag.e;.·o'f' 
'. .. "" .. . • t6. " .......> ... --- .,..... _ . _' .. _, ,. . .... " . ,- ~ .' . ,.. ,.. _. , , .... 

fuel costs :!.::' "AER and. fo':'- ac.opt:.'ns- a: 'reF 'i::lc-e-ntiV'eS'-?!a~>is t~e"::',"'-

d. if'fieul-ti '-in evil ua ~1'!ig ": the~ -?~u1!ene-y~ ~'f: ~til':!. ty-::olie::-ations;::: '. -.. : .~ : : 
EOW'eve!'"',as d'is~usse~ra:oov~,:: ; .... e a~'~ j::\~e.e~~r!.'tls: ~a\~t~iou~'l'y: i'=:"; ou'!'"":' ,,-.. 
:!.:npl~=en'tatio!l· of: the=ie ·p·~Ced'1ii-~·s.:-- We-.·a::-e-: n:O-f: wil~'i:lSC:to-::~ely 
totally 'on th~ -al£tomat"i¢: '~·ew::-<rrpen:a.lty'·in~en~t:!.ves:~"ac.o:~~ed· :to=c.~:te::~ . ~ 
t~o ?~t"ec:t- :-r?atepaye!"-s"': ·i~~:-e'St-s:. ~'Reeove-:7~o!':t~e:?o:-:t;i'O:c~ ~Of2 . ',:::- ::::' ': 

:-ep-la:eement' 'fuel, ~o:st's:"fol;'"' 'SONGS~ ·2,: ~ot' s'ubj*t":tO: -AE~r a::'cF ,t:;~ aci~;P:t~­

'rCF wilY st!.!l~ ~be:'st:bjec"t··~::a!l!lt...a,i.:· p~.:c.~!{c~ :-e~ .... :ieWs ':':h:"6~us!l~he' :E'CAC: 
l'roceci.":"e:'~ .~- " .. c. " , ._.,:':",": ',:-:.:'::":-:: 

-.- S!:i:':la:~li~, '~h.t a<fo~ieCt:'CF:;'r-Oe~u~:--"~ ::s: '!:C)t :':eai::';~ :~O:: ''o,e-: :, -:--
.. .... --'.... - ~," - ... :;. ... ,.. ~.~, -.. ~ .....- ...... _... ;:: ~~ :~ ~ ,-", 

totally inflexi'ol'e·. 'We ':"'e¢¢~~-ze- tea-"; so:e-'?l'ao.t-'outa-ses~~~ 

pa:-t!ci1.:-1a~li ~oi nuc':fei:-- :~aeilYt:re"S,. '::ay :'o~ :-c.t:.e -'so:l~l-Y"; ~b:racto:-s 
outs£cfe- :~he- '1.i·til:i ties': e:o:i::-::O!".:':. ~~Comt:lis-s!o-:f=ay:. a-g~e~~:tO:: e-on:s-:"~<e~' 
the i:lpact· ~:Of :~n:.cb eve::-";sori t"b:e-: -"¢~~a:ti::On ~o!'>SON'-GS' 2: ca!l~-~' ',- .:. -.-~: 

c¢n.s~1ie:ftl:i-, on 'cO:S";'s "to: :the' -u'tiJ:i ~::es -:and~ ~tO: ',!'a:t~:fp:aye·r's~ .. '": ·~o...,eVe~', ',~, 
we: -enviii"on: :-th!s~ ocCu:':-::!:-ng:-o-n-'ly" 'l,.~c:e:-= suc11-e::ct:"e:l~ :e!:'1:uc:S·t',a:nees= :t·hat~-
we ·~wou"1:c. :::. .... ?-:ili' ~io ~~:.ew- "not' onl-y;~:"eeoV'i;Y' ~f':- '~ei>l~aee::fetli: :f'u~Y'cOs·t-s· ::: 

bu t also · .... het~e~ the sONes .~ ~-:-:vest£eri~: scOufd. '=:'e:a'i~-: :i:l:~ ~ ~ t'e: :'b-ase- :as: 
a :'i:sec. ~a~ct \lS~!\::!. : ~ae!;,r!.:~y·. ,'- - . ,. ~'."-: - .; ~ ': - ':: . , .. , , .. - ~ ~ 

Such oeve:l t$ :us t be: ':"a!;·sec.~&~ ::a-case~'by..::c:ase- :'ba'Sf~;_:- :ijnc.~':,,' 

such ci:-c'~:st:anee:5 ;:'>~he -u';:::lft.-i~3 ··..r±ll~ ~e~a::- .:a ':~vi .:-ou:~:e:l,::'of proo!' 

~o . show -'-ice -'eiiso:erice' "of ex-:':"'io:;:d:i=.a:--i~eve:l:;s:~o-eio':l~: :~the-' :co:i't~~!':~f'::; 

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

.~ ... ", 

' . . ~ . 

. : - St.a~~'·s alte:-:at.iV'e'-,:-at~..aang'·"d.!'3C;',;.ssiC>!i :"ac:e::--ess*es ":';b:e'~ ~.:~ . 
obj~e:i ves

c 

of:' ef'!":!.e:!.eriei;·~eciui£a'ole :a::;lo'ca -:.!:ori t5f fis~ t::'!n:te':-:-:'e=,;>o:-a:~ 
eCiu± ty a:ong :~atel'aie~s; "a:ie<avoid~ce ::o!' :~te=:shock::::: kS' :~lie': . ,; '. , 
!'o:-ego~ng: disc:ss:;Otl :has -~:::ic.£ca~ec., -o.u~ ac..'op';~o:·6!':i :'!'C:~fo:-- _:SONGS -~2 
is di:-ee~ee :-'~i::a~!.li ~atachiev::£g. s:-ea:e; u~ili -:y 'e!'!"ic':fe£ey:':a::-d ~:-a '~, ~ 

"'", ,." ... ,., ..... 
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mo:o-e ~<:;.ui·:ta~!eA d.ist:-i~uzion. of, !"isk. oet."ft"ee:.- r-a:'epay.ers and : 
_ ~: ,._ ~ '," _ ._ ~ ••• • ... ,. ,. • • ... _" _ T' - .... ,_, ...... ~ " 

investors .... :""e- :-.ealize tb.a~- :h-e>adop,te~~ ;:q., d.o~s ?lP.t a~.dr:~.ss-.~~ 

objectives o·~. int..e:".te::.pora:i.-.eq-\:.it.y~ and.,avoida:l.ce of. rate shocks ..... ".' . 
• ',_ - Or.. __ ." ........... _, ...... ..... , ... ' ~ ......., ~ •. 'yo ..., • ', ... _ ...... __ ., .. " .., '_"'-' _ ......... • , ..... --

However;,. we.:: ~r~.~.::lly. ~o.: .c,o;:si51~r-:- these ... ~to. ~O-e: !l:0r-_t.~y~~; :g.9.?-}..s ~_s .w~~l,:!.: .. ,:: ~ 
Ed.isO-n~ emphasized, -that.' it shares.-~ g.oa.:.. o-f- a.v.o·ic.a!lce...o·'!- .. . 

• • - " ...... • '.. • • "- '. ,- - _.. 'or •• '- ' .... ' ." ___ -t • .. _. "0" ..... " •• ..-.- ........ ,.... 

rat.e shocks. :n-t.he· SONGS, ·2,· oral· argum-ent.. Allen- Cescribec... ~ ., - , .. _., 
, _. ." ,,_..... .. • ..,'" .. .... • __ ," ., , .. ". - <' ...... - "'" " .. __ <IP", ..... ? 

company's', reeen·t... rate,· stabi..J..,iz.a-:.ion plar ... .,..-s.u.b::.i ttee. ,.in. } ..... a3-.Q·3-~3.6..,... a.t.. 
, , •• , •• , , __ ., _ ••• , ~ L __ ."~.'" ... n.' ..... __ . __ ' ...... _._. _' ... 

lengt.h.. ':ll·is,pla:l. is..- ai:.ec. at.. avo.idin8:: '!"a:te~shocks- .over· -the...-n.ex-t.- '!:ew: 
, .. ,- -. ~ ,,' ~~ --., -,.. -". - ., ........ ' ..-. ,'- .... ' ... - ...... -~-'-- ... ~ .... - .... -

y~a~r".s. ''- -Ap.e,:"y.sal of ,t:e.- P~o.po~~e~ ,1.~~, .. ';'nd.;i;ca.t.~:S-J :t_~t:. ,-on!!: ~J..::. t.?_e.::,., ~:::-: 

~!"i!:lary reasons why it is necessary to !"ocus on the issue of. ":~~_~-':: .,,:-

stabiliza:t:!.onat -thiS: at~:i-s. .beeauseof-.:.he ~at.e !.::lc:.e~a_~_s: that a:o-e 
projectec to ·Occu:" a~ SO~GS.2. .a:ld. .3- ar.e .. ,~ed. . .::; :oates .... '",_ 

• ~ • '". ,. _. ..., -, - .. ,. ~ ..... - - :... "" ,_ c __ .... ' /. _ _ ...... _ 

.. 
'",- - "" 

~8 ~Y~~b~- 56 ~~~~Aa~be "C.~A" ·-aA4-1~c.a~ A~~4·a~ CA~. ~ ~...... ' ... ~ ~ ..... \.i,_",-, ..,.~, .w. ~............ '- ... ..,_v _ ~~ ..... W -_r· "'..,....,.. - _ . r-
'" .. • • _... ' .. _ ' • _ • ,.. __ " L ..., ••• ~ ~,., ,..,.... _ ". •• ... ~.""" _ ........... _... "." _ 

!'" ~c,oy.ery~ ::e.th~~7' :-at-e?a-y.e!" ~ paj":t"etl~· ~o.r: ::S.~~G_~ 2a,:;'~ ),: ,ar,e ~ex.:?~~~:c;. .. : 
to greatly eX,c.eecl:-, ~~y~.:"sa:-:·:!.nss::!"r_~m: ~?-la!l':-. (.::ue,: ';C;O~~-,;:::::: 
savi:lgs)- ;io. ,the early -ye,ars- ·of :the~ ":p.lan,~ ~.:s- :o~::"a,t:i-o-,n:,~~b.il,~ .:;~~-;.ezay'e;:: 

savings. ·s-ho-ul<igr:ea":.).y ,exceed~ ~r,a t.e,~'y"e:o: ,~r-:e:;;':.S:;.~::, ~::;e:3',)la~!!; ~in. ;,the; 

lat.et' y~ars 'o~~ :~be. yl an t-' s~li~.e .•. ~ :~~S:,: :,,::h~" yroj:~c,~e.~ ~O~9~~·,,2 ~;~,·".3 ~.' ... 
:-a t.e h:!.kes. .are- dr-.l. "/:e:l . ..1.a:-ge.!,.y. ~:r .. 't.he. .-t.i::i!l-g -:o-i" -cap!.tal .. cos:e... - - .. ~ 

• + • - _~ _ ~~ _ _ , • ."~'" ~. _ '~"_ __ _ •• ' J",._ •• ... '. ~ a'" .. •. .... _ I ..... _ ••• 

:-ecovery. Ooviously ':he:::., ':be rate !likes asso¢ia.~.c. .. .....-it.n SON.GS .. 2 -;-a:c. .. ,- ~ ... ' - -,~ - . --'..... ..., _. -~ ..... ' '.-- . 

': ·K:l.~c:b..t_ ~~is.eus.sed ".on·e· :-at.e.:a.k:':-"g. -op.tio!". ~· .... h::'c.!:. , .. :'s . a:.:.ed ,.a t. .... . .. ~ . . . ,... - - _. ,.,. , -- .. ... ~ .• ..~ _ _ '-.. f·-.....' . • . _, , .......... . _... • _ ... 

acd.·!"es·sing t.he ..:!.n t..e~t.e=pc!"a1 .eq'..:.i.t.Y?-!'.cbl.e::.:., -, ~"'e=-c:!.ed. ,.o=:i.; i.:.a.l ,CO-$. t. - ~ 
- '.. - -, .. ' •• _ ._ ........ r .~ • '. • ~ _~ • __ _ _ .... _. _ ~ •• _ _ __ -o-.J •• ,. ~ ,-,",_", _ _ _. .... " .. ,. _. _, ..... ~ 

ra t.e~asing ~(rOC) .~, He ccncl·udec. t.::la:. .. whi..le .i t. .. is. .. an. ...a,pea.:!..:!.:lg. ... c.o:.eept.. 
... - • - - ........ or'... , ... • ~ • -. • .... 0' _ ••• ~, ... ~ ~ •• " , r:" '. ..' -., 

theOt'et:!.ca:-lly it is not r:!.pe !"or i:?le.o..e::,ta ':.!.C:l-,8.t ~t..!:lis ;,t.i:l-e. ,'. ~::. ·ou=. .. ". . ...... ...... ... -- ... ,. - '. , .. ' _ .... - .. ,;. - - ........ 

vie· ... , it. :ay "'ery · ... e 11 be ";r:u~,:: .. lla ~_:~:-~ ::t:5.b.a..l~s,c. :i~ .:::'0:": ":~i~e !"o:o-
app:"ov'al . at., .~t.1:.is. time., ~~u;t: :· .... e: .~,:::-e.:: .. :::.ct. . ..s~~r' .~b.~~l.?:S:.e:;i ~.:~~: ~ot. 

aaeC1ua-:e.ly .. e~~lor.ed. 00.. ~is- ;:::~~r'd ~ ..:.::-0::::.. ~x~~::~r :~~~~t,~ ~e~:.i;;~d. ~:': 

tba t a se:-ioc.s ~ract.ical -p~oble: ~associate<!. r·..ri tc. .. t.he. .i:.ple:e:..ta :!.on~" 
.... .. " _ _ • _. ~ ...... • ~ • _. , .. ' _... ..... _+ ....... , , '., • _ .. "'_ .... "'".' '.- ....... • u... ' ..... ' .... _ .... '" 

o-t·!.oq , is ~ t:hat. ~,c:;an.ges ~ i:l -the ::ep!.ac.e::e:c. t. .. v:al·.;.e ,¢t: _.n.uc l.ea:o- .. j',):a!l t ~ r ..... _ ' • 
• • , • ". -, '" - -- - ~.. - • ,_ -... •• ","'~ • • .... • .... ' _ w ~ _ ..... _ ... _.... ~ ....... , _ ,., _ .. ,,:".. ~ ...... 

assets must oe esti:lated_. :his. is ::lot . .::.eoessa:oily t!:.e .. oase,. .. oeca'..:.se .. 
• _ _ ._ _ _ 'n ,_ _ '.' :. • ... ' • _ .. _ .. .... _ • _... ".. • ..... _ •. , _ ..._ _ .. _ ... ~ ,,~ ..... 

roc 1s a~~ee p:"~ar-i11 at accounting ~or' in~:at:!.oc c.i~~er-en~ly, and 
it is ~here!o~e a~~~op!"~ate to use a gener'a: infla:ior. i:.cex to ~:!.te 
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e up the asset ,fal'ue ":of the ',plant. ' ~O':l :'the o:th~r-:hancf,:'·Kn:eeht: ~c:o:e;s: '" 

:nent!:on 'a ~:-aetical ;>roblem associated.' ~tli'!OC that is' ,·wo.r-tbY ot:'~;, ".~ 

:nor-e ser-:tou:3 :se:-utiri:y ~na:i:ely, ·..rhether a!lset:a~~recia t·i:.o.o: is: 
r-epor-table :as irieome !O-r" ~ financial 'purposes' .: .".. " . 

cavagnaro 's\:ggested =oiber::opt':!.oes. that -are l:es~~~ar-': -. ,.,' -, 

r-each:tng" than1'OC ~but· which ·,might :"'still ser~ ... eas :usefu1:'vehicles :~o.r:: :: 
rate stabilization !.n"ihe cas'e 'o! =-SONGS~',>:"orexalIl?,le';;'·he<::te·s'tr~:t-ee:-,­
"tha t in the past the CO=ission has utilizee sinking ~une ,:-:';.":.::- .. "" 

depreciation, ".-her-ein less depr-eciatio!l is.;::'take::l.;iri._=-t,h.e.:.ea::)S years 
o~ the plant'li:!'e,'as ana:lte~native to-st·l:"aigh't·~!i:le::de?r:ec.1ation .. 

Cavagnaro also ~'desc~ibed. othe;"=appr-oaches: to-:,a t:e st'a':>iI;(zat::i:on ':t.hat ': ' 
are being' proposed. rot" ,;:::e"Shol'"'e~a:n":n:,el~ar',lan~"!::' N'ew::Yo~k~:: ,-,~-" ::. 

" ," ~, ·D~. "'Barakat' o!"',PG&E:::ade o;ne' ?O!nt~that :d.e!"err'ed "eapital' . 

cost :-ecovery- , :night' '::Ie ~ achieved with~ less" investor-" uneas!nezs !:!'more :.' 

!'amil:tar-vehicle:; stich as'"'':>alanci:ig accounts'a:-e utili'zed., ~:"'ather:'~-:: 
than :OC. Thet"e:laY be' use!'ul: r-a te' sta.':>:'::ization- al te!'"na t::ves ':for' :- ,. " 
SONGS that rely solely on capita:' co.,t 'oala::le.:t!ls.::a.c,e-.o,u:its .• ~..::".~.';':'~~:~L 

, Dr:~3arakit.'also testi!"i:ed ';hat~::echanisms:wh:::ch'":are ai::.ed 
at: defer-::-ing', litility capital cost ~r-e60ver-y' ar-e·:li~ely-to',have-an·".:' .:: :' 
ad.verse: im?act~ on: investors:" and,~" hence; . 00.: the utilities ~::: cost: 6r~: ,~-' 

ca~1 tal':: We- a:--e' not convinced:: ·~hy this~ is' necessa::-ily' 'the:: case: ~hen.: .: 
such :echanis::s gua::-antee that inv;estors'·will' be cade,=whole- a:le:~ on!y"';" 

alte::- tbe ti::ing of-the!.::- cash !lo~~~·Al~o~:~ven-i~;the~e i~ a 
,...... ' .. -........ ~ ," .., ....... 

poten tial adv,e,r-se impact, its extent iolOU:'C: cer":ai:ily de~end on the 
>, '" ~ .. ~ ~. ..~. ' ,.. ..'#' -

par~icular- ::eehanis:n' ~z.a t. is" 'i!t"ilized.,' as" Dr'. Ea::-aka t, a~:li ts. 
- - •. , ,- •••.• >.. _ . .., ...... 

We not.e that Edison, in it o:-al· ar-gu:ent.,- be'!"o:-e us, s~ated 
t.ha·t' ,W' •• '. t.h:e cocpan-y: 1'5: will'ing: to,: derer:: ben~,!'!'ts:' o:~:· 'some~ cash !'"low 
in'th~ ;in:te-rest~ ¢~,"Qore:: st.ab-l~, ~ c:O'dera'ted' in'Cr'eases~ in::th~; :revel o't' = :.. 

r-ate:s :to: our~~ust.o::le:,~:~" '(1':-'::;' 3863'~·r· ''Moreov:er-:,:E<fison ?:-e.?O,~<!: a:':, 

::-a~te :s't.a·b~:!.:l'ization: ~lan~ tha,t.:'inelu<i~'· up. to. $50·0·- :l;!.l,::ion~ '1n: de:f'er-'-:-ec.:-:­
cash !"low'-.' "We~'a:--;e:, inter-e'st"eC ,in, p-c.r'su,1ng: sU'c'b. con¢e:P~:-·~i.:::-t..he,!'I- ~ 

iolithin ~he SONGS ?r-oceeding. .~ a pat"t o~ such ~r-thet" 

i'!lvestigatio~, ~e would ex?ect that t.he r-at.e stabilization anc 
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intertecpo-ra:l :ectuity -~:le!"i.t-S: o~ SONCS ,cash~ :~:o~ d:e:!"~.r:::~ ~~i:Ll. ,oe:: ,:", e 
weighed. ca:-et.ully a~:ls~a-:ly?:O,s~:.o.le, ~ cost. r>!" :cap:i~a-l ,:::a:1i~iCa tio:ls .. , -

We ...,ill diree,t-Ed,ison andot.her, pa!".t.ies .,to.ex;plol:.e ,·-I:'ethe~, ~ 
• " •. .• .' •. '. '.. ......... ," _ ". -v , ... "... -..• c._" _.I " .... _, 

:-ate stabilization and interte:::;pora.::' 'ectuitygoa!s can. ... o·r s!l.ould' be~-, .-
• • • ~ _.... •• - ~ • ~'''''~ • \. .c ........ _ _ • 

pursued. ":'b.r()ugb.de!"e:"redca;Pi,tal~cost ,r-ecove:-y .. ~ec.hanis::.s "in relation 
- ,- -> •• or '.'"- ~ "-" _'.". • ,-, n •• _' •• _" •• ~.! .... 

to, SONGS.: ~ .. We "expect· this ~to:,be .a .. cen t.:-:aJ.::issue·,in;.. th~ :,hea:-.1ngs. )leld.~ ': 

pursuantt-o- .'Edison ':s, -!"or-thcoming :st:?"pl~Qe:;.tal, so~rq~ P.~se :,!.:., . 
application. . .. '" "" .",.~ .,~' _ .J I -:_ ~ " ~~ 

.. 
n·. _. e. 

Stat!" . a:ld other. ;pal"t.ies al.s.o ,.c.iscussed the " concept; of " - -

avoid~cost pric'ing 1n. l"ela t..io!l ,~~ ~~OYGS ~.2 ~.. S.~~f~ ~ c:;o~siders ~ ":.h:'s".." 
al tel"::a ~i ve .rat.etllaking . t:-ea t:len":.· t.o.· 'oe the":::lost theor-et1cally-; ~ ' ... 

• ~ • ., .... Jo_ ,~ ~ ~.. •• .' \.. ' •• ~. '"' ,~ 

desiraole app:ooaeh to· ra te:naking. on et~:tc~ency·:~n~ ~qU~ ~y . g:::ouc.c:!s. 
Eoweve~, sta!!" concludes t::'at it would be"pre:ature-to adopt .. sueh ao·, . 

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

l"ipe,:~or i:I1plementation i:l, t.~~ ~ c~se o!,~SO~GS:. 2. 
. '-' .. '. 

G. ECAC aod AE'R Adjustments'. ~ -:::: ..... _ '. , ,~ 

· Prior t.o· the· commercial ope:-ation of, SONGS~:~.1,::-:he: 

eleet:-icity gene:-atedoy·SONGS .. 2:is,:being pri~~d:at.:;;~:~vo~~~d .. ~O~t.~. 
H ' '. ' ... 

!"or ECAC" purpo:ses •.. ~ ~e Fuels· and.·~ Opera tions,,: B:-anch_ o,r:: the" i,rtili~':<ie's~ ~' 

Division. recommends- that: the,; !'olloW'ing.,pr-inciples ?e:-applied ~~ ~.: :" ... : ~ 

t rea ting .' fuel-related cost.s, of'~, SONGS, 2,: , . ; "":.~ :.. ~ .. ~: ~:-::~: ~ : - ,." 

1. " Edison. and.·,SDG&~.:: should.: oe. esse!'l~ial11 :', ~ _.: . :- ~'~ ,. -
t.:"eated. t.he sa:::le. . 

I < "', ., ... '''"'.~ c"~ """.' ~.,. ,-. 

2. The ZCAC and. AEE rates shou:d.· :"~fl'ec't" sONes"2 -"~.'" 
- ... , ~."..... ~ , ... c,. ~ _ _. c.... ....... ... I'" ....... "'u"·' . ,.. _ -. ,-.... fue::' costs oeginning on ~:'e comme-rciaJ."··· . . ." ~ .. ' -, . 

ope~ating .. ,ca,te •. · -...,': .~ _ ~ A, ~'- ='~.;:.- J. 

· For SDG&E: t.he" 'AER' es,tabl;!'shed.~ :'oy,' :0 .• 82~J 2-.o.S:&:· a,ss.um~¢. ::ha:t.".: 
SONGS 2, ·",oo.ld·not .. be a, part. of ::.he.,fuel, mix, •. ~ . E:n.er:s:r: ~hat.. .. .wo:U:l~ .haye:~_. 

been gec.era:;.edby SONGS.· 2 '-Ias~ '!"'ep:'ac~d: by,o~l an<kgas=.: .:,Thi,S: ·I'l~,,s<!.~.c.e~ 

under- the: assU!llption tba::' an .. adjus~m:e~t, :.roule: b.e .• ::ad.:e: _alld: .a'pp:l,i:e~ _~;-: 

!"'ates -,.roe:!.' SONGS~ 2 achiev~:C.' comm~!"'¢:!.al· o1:lerat.10th - St-aff. ',;or.. trie·ss-- ~"'. 
c , , _ •• • _ •• _ L ,. • • .~ ..... _ ~ .. ' " 

...... .....' ..... - ' .- ............ ... 

. ... .'.1 , ,. 
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e reco:n.ceri<fs' thatSDG&"E .o:e= autllor:f:z-eci .:to~ :re-i'i:s'e .!t:sAER· !"a"te :O'~ the 
!"i!"st "d.at-e ~o!"'comme!"cial ope·!"'ation. ·~ri·a:ecot"d.ance'"..ri t:h. '!a"'o"J:'e$ o~ <' ~ ." 
Exhi'6-i t 36 (Append'lx B)', wi t.hout:' ·t"ut"~er" hearin'g .. ," :Sta.!i:' w.i tne-s~ :':: ': _ .'; :'. 
Dav1s"!"ecom.mend".e~ t!l:at ~'tb.e :;CAe -adjus.to·eot ':)e.adC::-ess'ec!' ,..at: ~e'::iex-;: .' :::: 
ECAC:'b.earing •. ~ .' ":' .. -::" -::: ;::<: .. "'::::": 

SDG&S :takes the pesi·t:ton :tl'l~7: ':,oo.th; .ttfe ECAC':and A:E:tt :"at.es' 
should. o.e a<ijuS:tecr ···i'n -t1'lis· . p:-Oeeed.'!;c:g ::~eca use 5:t. :t,s~ -~e~o::l:ly:::. :.:.. .-
proceeding in :wh1'cb. ·the· ~tte:-<is:uri<fe!" 'co.nside!"ation..: ·~W.e :ag!"ee -..ri-:b. " 

SDG&E that ~ooth ,"ECAC '"and"~AZR "'r-ates- should :'be '.,::-ev,i:3ec: i-n: tb.i"!S'" '~:":. ... ~ ":." 
proceed.ing;· :t' -the ;·ECAC :'0.:- ::AER !"a~s ~a::-.e .:rio.t :actjuste.ci:r ~·cU'!"!"en.t:..: ': '. :: -" : 
ra tepayers wi.ll~~~~su'o-Jec·t to !.nc!"eased o.ase '''rat.es: '..ri-:t.hoU't :rece!;".[!;::g h :. 

any of the i:lmediate'oene!":tts .et":-o.m the ..::-ed·uct:toc:1n '!"l.le!'·"·cO:Sts .. :::"':-· ~". 
~·T'Io.ile"'·"":a':a·-n"".(~g .. a,..,.;o .. • ... ·' '·-ea·""'e"":· ...... ~, 'T: "',·,····.r-'"'a···-·T • .1' WOA .. U" .,' .. .(''',., 'a' ... a;- .... "'''' nu I,J ~ '-..... 'wi. ~"'..... ..... .... w.,,; "1/1111 ....... • .--. .... ".-- ... V"::' .. J • "w0,7 '.-.,., - ...... ~. _ ... ~ ' ..... 

ad.just::en t i:!l the futu:""e; :-atepayer-s "~ll':-eceive ::3:2 : eX'agge:o:ated ........... " 
;>i6ture - o.~: the' costs :-elati:1g:to. t.ne: ;>!ac~!lg o~ ,~SONGS.:z :t'!l:to .; ... :: .~ .. 
ser-v1ce: : ....... ,~. "-'-'~',-.-.. , 

;.~ .. noted abo.ve, Edison has ~ riled' an 'a?p-lica't:ton=-which '. :.7· .. : .. ~.,~ , .: 

estima tes':that'~the ';>r-o.per-" ECACI A:ER: fuel savings 'level ~!o!" =SONGS:2 ~ .. ~ 1'$:­

$206.9· ::l!.llion.;· This ·1s ~ close -.. to -:tne sta~!" -esti!lla~e ,,!:n.:this ,,:': ;~ ':':. .-: ' ... 
proceeding, and' ".o1:tll'oe ae.o.ptee. .. in a>:sepat"ate :.decision: today:: '~A.s::- fot": :: 
SDG&E, we' ':lelieve· the 'staff '"est1::late·· ot'-foel- savings is :oeasona'o-le.:. ::~: ~ 
fo.r th.e pu:-poses" o.f t~is' proceec1ng:' ao.d· wil! - !"eC(o!.:-e ,:SDG&E:.to :-!"!:::e;:·~ ~ ~ 

revised. ECAC':-ates to.··reflect the savings~i:::ene:o:-gy-·costs:e!' $61';7~ ;;: 

million' less"~he 'red,,;ction, !!1'" A.ER"'~ates shown i::.=- Aype:lC1~x;:3. ~-. ::- ...... ~,.,. 
H •. COD·"· C:-ite:O:-'1a'" . .~, -. ~ J. ... ": ... ,oft .~,.. .. 

..... ~ -.~ ........ ,. ..- '--' . , '-

: 00. Ju:.e· 14,' i 982;:: the Ad:linist:o:-ative !..a·..r":'';u~ge':· issued' a:· -: .. ' 
:-uling. in>t.his prOceedi:lg that the: comme:-c!.al o.pe:-a ting"date: "..rotllc-:: ~ .. 
occu:- "..rhee. all ini ':.ial:~: .. s:ea.r_t.-u~';"~t.e.s,t.i:!lS;~,!.!l.e.l:tlei~g;: the 'o'la:,,!"an ty !"'Un. T 

had oeen success!"ully co.:lplete~. :n D.82-09-"1, in :-espon~e ':.0_. ~ '7 
". ~ • .1' .... " ....... ......_ 

':'d~."'''''' ~.ft'; #' ...... Io. ... ~ • 4fo#'~ ... .01..... • .... ~ ··-;:-'-1·-;;--'-----;;.--.. ---... .... vv_ s. ,e ... _, _Oz:l... _o.o~ ..• e ... ea •• ng,::.1e a: .... ,:::le .... _ ...... e .,.. ... '" s .... u .. , ... g •. ,." - . - .- ~ " .". ,,_. ... ',', " - , .' - ~.' ... --... .. - ..... '. " . " ... -,.' ...... ..... -'" .. 
:::lust oe cie:no.nstrated- to- the sta!'!"'.s, ... sa~ist"action .~ha':. the_p:'~nt, will .. 

- • •••• - I .... _ ... .... .:' ~' ... ,~. _ .' .' , ~, __ ..... ,;., 

::eet:-- the. cri.te!"ia~ in an 
o.pe!"atio.n (the wa:-:o:-anty .... u ... ) . - . We viewed t~e demo.e.st!"atio.n in the 
acceptance test, t.hat. the plant could :eet the !"equire~ c:-ite:-!.a, to 
':le the ':lest indicatioo. o.!" the CO·D .... ~ -
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'At .the- Julyi5., i:$l83--o:-:a-:' _a~SUlll-en·t,r Ed:iS:o::!; :~.nc.~::~ga:i:l:': ,;:::-,~ :::~.~ e 
r-eneW'ed: 'its r-eQ.uest't.hat -the-: ~C()::=i-ssi-or.:~:~e¢onsid·.e:~ ~its:::COD:c~ite:-!:3; •.. 

Ee~sotl a:-g\:ed, that'~.the:r-equ::.~:::tent· -t.ha t.. "t.·h-e:,plan ";; c:OCl;>le.t;e i ~ i:O . .o;~ ,~':<: 
pOW'e:"- -l~~re-l' testing. as ,~;ojell: a3:t·he".200:-ho,~ '~::-:-a:nty ~U!l: :-:i.s::-t¢¢ ~:-igic<: 

ane un:-ela ted to W'ha t. should be conside:-ee !'o:- c.eclar-ing a ~;?:lant :to '.:.:::: 
be "u see· an<i use!'1,;l;'" 

r-esu:nee ,0W'.er- ~testing. ao: the, tOo-.% ::p¢W'e:-<l-:e:v:el~ .an-c. :',that :i;t, : ",t/'ould soen::: 
complete c'all o!' its .:tes":.s ,.at·:tce··lO:O~ ,~ow<e~ ~l'evel, ,~as :-:;.re'll.~as ·:the ',: :.< -, :: 

war:-anty :-u:l.; ~ !-n. r"en.e·,ri:lg±:ts,:-e~uest. ~!'o,r-:~eco~siee~a tio-tl:o!' th~ ~:CO,D.~, 
c r-i ter-ia -at ,·this ~late ,date '.Edison '!!lUst- be .:.cocce:-:led,:4oout tbe - .:~:": :., :' 

preeecential :-:.at~e· 0': ·ou:- .COD: e~ite:-i·a., ~iie :ag.!"e-e ::.t:.a t ;our. c::it.e~ia:, ~ 

a ""e .... ~:o( do, ..... oweve... "'IlP> ,-6',.{ eVIa -.{ .. ~·~'as· -a ... ·..1 - .{ S '. ~ .......... e - -ate!"\a.~p. ... s f, '. - , .. .. ...... ....,., ~ .~.,.~ _ • ..!-.;;;i __ __ .... ..,."'" '. w","*._ , ....... ~ ..... -~ •. '1"''''';--, _ .. '_ " 

in ~ere3 t- ~o :'set- :l:.ig..'1. s:ta.n-c.'a~S', t.o:as-s ur-e .::ourse 1·'02:$ :t.1?-a t::: t.1:le. ~ ~;aa 0: ',: _ ' 

would be -caj:)able .. ot: :,~ro<iuc1:lg ,j:)o· .... er: ~as, ;>la!l!led,. ,:e~e:l tnoug!l the :.-d~l~y , •. 

in placing:the ,:ant:.:!.nto- se::vic:e :nay ::esult.:-!.:lso:;e~;~th::g~~:-~~~-;~:, 
to :-3.tepayer-s !.n t.he long :-un. ·rle believe it ·"Joule. haOle bee:. :ol"e,,". 

detr-ize:ltal .. to:. have _,allo'llec t.he, ~latl t. i:l,~a t.e . base ,-aft.e::: t.he 20% 
;>owe:-. t.es·ts' 0:," .:50% . ;>owe~·' tests hae.·, bee: cO::lp:'et.ed~:an<i,-thetl:~t.o;b.ave ~ .:,', e 
'been con!"r-onted. ~'''''i -:'b..a ~ ser-ies . of. j)lant.~ shut. ,:downs .;oecause :o!" ~ the: need:.. 
to "r-epa!!'" !"l'aws ~ or :d.e!"ects !.::.": the ,_,lant. : .. Wh!.le the ,,::!=posit!.on,~ of·, ou~:­

rigid.,' cr::'ter-!.a i: ::'0 :'Ilay' guarantee:5 ~·that:: t:'e'. ,la:lt',will ~.ope~ate ,: ':::.. 
wi thouo:': t.rouble;: -:!. t'~d.oes" i:.dica te. that. ,~we :havo2 -. <:aken: r-easonable: ste·ps" 
to assure all;j:)ar-t.ie:s·,that·!'laws ..:a:ld e.etects.··..nll :r.ave: oeen: -.::: : 
elimi:lat.ed. . andcor-r-ec ted ~o· the ',.e:<tec. t -::possiole. ~. , With. a: sa:t.is!'actor-1:: 

expe:-ie::ce on SONGS 2, ·tle :ay indeed agr-ee that t.ne cri:teria,,:shoo:lc. ." 
be :-elaxec..· _ '';e', w!.:'l~ be ",t/'illing to !lav~ app:icac.ts~ :-eopen :th::'s issue 

in connectiOl:L '"J:' tl:l:: SONGS 3, 0:"-: a::.y ~ othe~ nl.lclear.~ poW'er~ plac..t: proj~c:t.~:, .... 
" ": ~. .' .. , x::<: ::ND!~GS ... AN'D, CONc:.O'S!ONS; ;".'::.:-.: :' _ :..:. /: :: - ~'''' " .... 

Findings of" Fact :: ::.: ", ~ - ,::. '; ,>~ ~ ~. ,. ". ~. 

:: - 1. " ~~1 thou~' ':he 3.20p~'ion' o'i-' a MAAC~- ,;;'ocec.·u:-:e=::' ici"son':: 'acd.· SDG&i 2 

will: ~x?er-!.ence: a:- cecl!ne:" !.n"·: ea~~~ngs': ~.rhe:l SO~GS-= 2~' goes:' :':1;0' ~ . '.- ~ .. 
comm~:-c'ial ~ ope:-~~!.o~- and' a~c':;"uai of' 'AFC'OC~;is: te:'mi;atect,: 'o;:::'SO~IGS 2". 

-.,. '" ,. 

,.' ." 
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e 2 •. 'Ec:isori'anc.: :SDG&~T~f- ¢ .... ne~ship' 'int-e~es·t's in~ S(lNGS:: ~2:'a:-e':' 
75. 0 5~' :arid. '20},: '~s'pec-t-ivelY"'~ ·'!:ie·Ci·":'i~S:: :Oo~:' '~ah~it::: and": Ri--i'.e:--s{-ce: 
have the :-ema:!:n:i::ig: 4".'9S-S-owll~rsh1-i :!nt:e~'es-t-- :iri;: SONGS"Z. .. ;- :,~:; ":.: .': ': ",' 

3. SONGS 2' 'a:i(!~ '3a:-e-:: t;.io..::f"OO:M-We-·!lo.clea~:--= '~we:"'-: "plants:' 'l«~~e~''­
in San D·ieg<> Cotin:ty: :so:utlf ·o!'" 'ih~' ~Ci';y~ <if.::Sa:l.": Cl~merl-t'-e:;··adja&nt.·"';o 
the SONGS", 'si"i~~":' :--.~: -.--,,,," . -~ ,_ .. ,:--,' ::-. ':>~ ":'-<"':,~' 

~.'" -SONGS '2- 'arid: 3,-""e:-e~ 'e-o-n-st:~uc~d 'as a:: -si-:igl::e: ~~:"o-j-'e:c-ti a::~: .::: .-:',:,,;' 
sha:"e ce:-tain co:m:.O:l facilities. • . ~::':::-: ;.: - .:'::: 

5.-- ~'K ~Ce::.-tff:iCa t~.fo~ ?U':>lic -CO:nv'e:l'::~n'~ -a:ne~ -Ne.cessi"-t7 -~!'or- ';sO~tGS 
2 and 3 ~'ias- ·au,tbd:O:fze:c.: ':>Y:;D.:rS-4-~·O~on-: 'Mar-eh"9, ":~ 9h·~'- - . ",. -:-~' "" - -...•... ~:: 

":" ~ ~ 'f· -: 

6. Edison has actec. a:c. continues -:'0 act as :>~ojeet ::a!'la-g-e:""of"~ 

SONGS 2 and.':·,j. :in:t:h~<fe-sig::l7' :coIist':-,u¢:-:i:-on:,: ;0 Pe!'"a:t::'cin y'': :a:id:,:i::'nt~n-anee 
'-, .. ' ~ ......... --

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

A low-powe~ ~estillg license '~s ~eceived 
:eb~:-ua::"j . i &-, ':, 982 ~·.ihicli' :autho~1:z'~: "tlle':!"u:e:lloac:!:ii a::nd' ',r-cr"':;':?owe~ 

... -. -.. '"' .-. .... - -... +. . .. ,.. ... ': :-,... .,....,.., '" .... '" "", ..... test"ing: o~·':SONGS ':2.'~ ,,:, -:" " ' .. - ." - - ~.- -- " _." --' .. -<~- ,.' 
S. This ~:o-oceeding -',las: :O:::?!'T.:~e:a:ted:io :ena~::e :'i:ie: "st-a:rr ;t<y: :' :~. '::; 

und.e:-:take'~n'd'~Co:l~le~t~ -st-u~!e:s ·t:oe;;.l'a:!.;ua:t:e=;:th.e-~iotla?oi.e:le:s~s oi: "the 
invest:ten": ,:::'n ''SONGS ~2.~?fase: ':1 .. .,ias ~l~:::m:. t~ ·:-:.O:~~oceC!ur.af-::±'iiuesr=a:id;:: :~ 

the se: £'!ng' 'Oof' :i:ft~e:"!.::f ·~a::e:f, 'an'd=' ?has~ 2 '".i:r::l: -o::e t!e'vO-te($ -;':;' ~:':ie ;:,,::.:.:: ".; 
r-easonao!eness: of: ?~he :~:triv:.est:ne'llt- :a!'l~ ;:inves:~;::le::f::-::"e:y.a~ee. :cos':'$ :!ss~ue:s:~::: ~ 

9. ;.. ~ull-powe:- ope:o-ating license ·,o1aS:-t"·oo-e·iv.e~c<f~oc :~:~e;':'~,C:~o:~;· 

Se pte!:loer- 7.,. 1'9'82 which -:a:"Ct.c-O:r"!·ze~ ~a:?~!,!c:a:l ts: ·to o-?'~:"i:e<Sb~N'.c;S ·i· a'; 
!ull-r"a t.ecf. :p:owe:o- ,~upOn =eo-mpleiicn' ~~~ lO·..r..:-p:ow-:e:~ ::te:s~!.n.g";' :"~ '::.:: "'::. - :: .: "': ::, :' '-

10. ~ E~·!son,rs '~r'eve:lue:-e:qu!:"e'::lerit' ':"e'~t:eS:~ fct'" the- p.u:"~es' :'o.~ 

Phase: 'Tis :-11=::o;ed -'-t'o ·~$3Si ;'6 ::itlffuri· ~ev~:f~though~ O&M::~li~n'Ses ;::::--a~'::-'­
of :-etu::":ly and the esti:atec. invest:ent in ·SoNGS 2 ~av.e:=su~st:a:i:t:ia:rrj: 
inc:"eased~'s!nce: ::he ·~fii-{.:ig :oftb.:'e· :-ap-p-'1ica-:;io:i: o:l·Fe--o.!'"u~ai-y :~:a:, j·9a:2. 

~' --., 1 ::. -. SDG&'E r:,s :-even:lle'~ :-ecto:i:o-e::le::l~t. -~~eq-ues--:; f¢r: :~t'h:e ')u:-p'o.s-e's~ ::o~ :- :: ;c.' :: 

Phase i is $119.9 millio:l 0:1 :a::l-a-n!lu:a'l',~zee ':'o-as!:s. ,': ~. ':: ,-' - -: .... ;. ':.:. w,'..:: ',~ 

i2~ .. , All' of"':tb.e·:~eve:lue:"equ:;:-~ent-s :·:-erating..:~' ::~a~' -=o:ase ?and 
'oper"a ting expense~ : fo-~ :-SONGS'Z ~';;hich ~Ed:!son ::-and:SDG&E :".a:"e,:':"e-q:ues::.i:ig.: ',,' 
~ n :t'h';c>· ~"'o"eed.~·"'g- ';;a"v';' ~,"'o·.. bep..... ,f' .... c·~ uAe.:l' : ...... ,'~""y' ~o'-~~'" · ... a·..;e -: . ."..r,,,,,~ .... gs·'"; ":': ..... __ till iii. W .... _ _.,.. "'" ............ '-" ~ .... ~ r \011'............... wr _ ."......... ,_ 

befor"e this ~ Comcission;' ~. 
"',- 1'. 
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j 3., .- SD.G&'E: re:l ie,s 0,0.-, Ed iso.n ' s,: :ju,s~i:,i ca ~,iW ;!:J f~,: :O&M~ ftxP:e:;lse.s::. 
since E~isoXl,. will- 'o,-e~ope.~a tieg:;t_h~.?la.:l:t a.:l~:w:'l:l:b:e>J>il.l':i~ ~DC&:Z:.: . ::., 
for 20% o~ such c,os:ts,;.~~, Si::':lar-ly: :SD~&::"~l:i.e:s1.."'P~,:::': ~·:':s-o.n·,';S:.~'": 
ac"o ..... • ~"'g 1'0"''' ............ d or "'''''c''' .... '! a"" .. ·~· ... v.......,· ... ..,ec... of ... SO'NGC' 2 -, ',- .. ~-, " ...... .,......,"v~.... '" .'_*' .... ~y~ ", :-~ y .~ .... ~, l":.~ w. *-"' • ........ ~,~ ........ -.. ,w:.' _.w........ ,. ~.. ~:.. ~ ~ ..... -...1':-

1~.- ", ,!he· rev i sec.· , ,:Otal~ cos-....... of- SONGS- 2 anc- 3- ·t.e, -t-he-'"Se¢¢-o.d- - ~ 
• • " • n .. • _'w , _ ... L' _ _ L '.. '"r • ." ~ L T....... '.'" . .. _.... .. .. :. ~ _ ,0- • ~ •• 

quar-ter of 1983 is esti:lat.ed to be $4.2 billion cocpar.e.c: ~t.9 'a~:::;c:::' ~­
esti:o.a ted. t.c.tal- ,cost· .fig-.;re -O,fS3-.,S ,o.111·i'(Hl· ,us.ed.:- in· the ·.o;::'''S!.na.1:.: 

._.~. ..... .,._ u _..... • • ->- • ~ ... , .... ~ _ ""...' •• ..... .. 

application. ,:: .. ~~._:. :-~:::::~:::: :-:":'::":.< "~ " 

.-::~ ~j..5 .. ,:'~ ,6:0.-49: ~l~.l~ati~n,.o~f"'. ;t.o-t:ct:l S_O,N9,S.: 2; ,.anc:, '1 .p:l.a~t:,:c~st.s. (is 
based 00. an eng:!.nee:"i::tg: s~.uc!.y .wr~c=.-:~s:s~. -all: come.cn: ~~:;'.an t: ~t,o: ::~ .~-

S ON.GS 2;. , ...... ~ "_ .' ' ~ .~ ,~:: :": .:, ~ ~ .-::: r 

. - l6:.~ ,',;a..sed-oc. .a: §O-l!.O:, :al,l~~a:t:!.,oc,o-t"~ ::~o.ta::.r~:l:'·se:C :Sp~CS:. :,2: ~c.e~ ~.3' : ,:, 
plant costs, Ed.:'soc's 75.05% inte:-es': :'n SONGS 2 is esti:at..:e:C:::t.o ':O:e: 
$1.882 b-illiclh :~:." "'~ " ':~'~-:"""::::_''';:_, ' 

l7 ... : ~Ed.~oc:':s- $..3,6~1~.,6- :li;1-l.i9C. -::.ev:.e?'l~e~ :~~:<i.u,i:-e.:t~~t~:'~ ·oa~ "?~ _t:l(! .:: 

original $3.5 0:'11:'00. total p:-oject cost. Edison's 7,5 .::05.%,:in,t.e:-.es~., ~ 
• - ,- .' ... - ... - f.'''''' '- ., "" 

of' SONGS .2 ,was. .e$t.!..::lateC- -t..o .. o.e$1-·.S9·6".o.illi.oo...... ',. -." ~r ... ~~ • 
• .- ,-.,.. ._ - _v • ('.' • , _ ... _ 'r ~ ._ ." .. "... __ ........ • .. " 

, ~ .. j 8,__ Based, -en.. a- ,6~·-4.0, .alloea·t.:.o c. .c.t" . .t.lle-. or-!g:'na·l..!.O.~al. .. p :"ojec::', .. _ , 
". - ". -. -," ~ .... - • - .. _. '. _" _J h __ ..... ~ '._ ..... _ ..... .., '. _ ~ ~ " ...., r '. .r _, " ... 

co~t ... !o.r ~S.O.~GS2 .,a.nd.: :3: -:!,!-$3:~5-b:~lJi~:~, ·SDG&:E:T~s 2.~% :::::n:~e:re:St ,:oi:s.::~:; c-:::_ 
esti::.a t.~- t<> b-e$413 mi·ll'io,n. ' EaseC· cc"a s:':o.·ilar· a.l1¢¢a. ti.on .4!'! -t.he .. ~-

..' -." • - - < - ._', •• • •• I.". _ '... ,.., _ • I" I •••• _ ... '"' ....1 ., ..., 

reyiseA ,total: :l'::o:j-ee:t ·:cO's-t.:¢f; ",.$4 .• 2 :~lll-i-o:c.·,:- ,:,.SD\1&:E f;-S: -:2 C,$- :'-:::t.e;:e'st: :-:i:s .' :' "': 

,~.19:. ~·~S:ON:Gs., ~2 ~a:ld.· 3 ~a~ :,a~:u.c-tee ~as ~.:-e- ; . .'~ro-j:e:c:t· ~';h ::0' ~ ~<::> -. 
sepat"a t:'on ot" cos~ .a:llOcg ~SON-GS. '2~,: S:QNGS<3',.:<:an-c: :::co:nI:~<!l ~!'a.c:.i.l:';':.~-es_.: ~:..'~ 

'~20.,.SDG:&S d:'d· no:t ::ake ~a ·-ea::' .. :cula.ti.O:!l.;as.;.. to '. t.he ::e~t::':a-:ed .:' 

inves-t:l-en t: .:',n- ,:S9:NGS:'2' b-ase<i: ,--o::l··:a·, 50~5:0: _::a:i.::'o:ca';o~o:n :::O;~ ;:total, .::?::oj ect. -.:.::'::-:: 

cost.s.'!>e,':.we.~n.SCNG$. 2 a.:e'"J. ':,' ~.-':~.::.c <._ :.,: :7,_:.''::~:'' ... ~;: :,.::':: .::",::,<~,,,,: r~: 

. ~Z1:.. ,SDG&E~.el.ie:ve.s; i;t __ :'·s~t:ea:.so-naO:l'e r:~ ·.a:):~.a teo :-':.he ,,:co,l'll:rJ.on, '. --:::.:. .~. 

?lan t;equally, ,··W SO.NG$:2 and ~3·"'h!.-e:::'.::i t _~:eliev:es: .,e,an b:e ::aceo:l'lishec 
bye!. vid :.ng the to tal ,;>~Jec t -::-eos~s. ;:<equa,l·ly:.: ,::: ;,: :, .:. -- ~ _ :: .. , ..., _."' " ", . 

:. ::22. SDG&E ~~el:'eves::b.a t -s:'::lC.e.".a,. !"inal.:., c-ost-:!"igu:"e ::-fo.:::,SONGS 2 
'..,ill . nO'';. . ~ -IclOW!l ?Ulltil."C'oop-leti:o::: -o!>:SONGS:3 ;,~:-:.he·:$~ 1.3 .--::::li:l-lion; cost.::­

figure .. used· i!l~its,~appl:ica~ion"as- ,:t.he cos~ o~:-:SONGS ?::is, a:;~easo!lab:e..: 

es~!.:nate to be usee !"or ~h:'s ?roceedi:lg si::ce it '·would::-:a?pt"~xi:tate:a.r:.: 

equal allocation of ~he revise~ ?rojec~ cost. 
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e 23'.' SDG&E' believes 'a 50;..50: allO'Cation ot::totaJ,:,projeC:t CO'sts 
'~ill lead to' g.reater~rate st.ab1Iization:since o:le.;;.h.alt ot:t.he::commO':::', 
plan't' co',s·t,· ~ll: be" deferre(:. to:.;SO~GS 3 ~ ~ '.: .' ~ . .. '.'. ~ "~ 

24. Consideri~g the zagnit.ude of t.he inves~:tent. ane~t.he:be~efit· 

of ra t:estab·iliza t,'iO'n, ~ 1 t·" i:r :"easonabl~ to" alloea te',:total rrroject 
costs equally between SONGS·" 2~ an(1:- 3· f'¢rooth:· Ed:!.-s¢c. an.:: S~G'&E', ~ e·,en" 
t.b.ough- E"d.iso.n d·id:': not s'up-pot"t SDG&E' s" "i>t"oPO'rsal"~: :-:,'~, .,.-

25. '!i' is' ':"easonab-l e" :t'o a<!:Op't~ a- ·bala:lc~1ng C'fCcou'C·t:·' :f'o'r: ~~ 

investment and invest:tent-related. costs::s-i':lee"the: ,i,ss"O:e::ot ,t.b:·e:~ , . 
reasonableness: of i:lVes't=ent~ :in:SO~GS :2;::is~ :Oeicg.: :c .. ef.e·r:-'er~ ·!.=.to· ~;­

?b.ase 2, and t.he issue' O"f·t.h-et~:::ing o'f; cap-i·ta!· cos·t 'reoove:ry:' :-..r11:'- be-
cons:t""d.:e-:'ec. in~'the'b.ea:-i::!"gs: helcr.pu·rsuant:' ~to: Ec.ison'" s.": :a:::o.',:<SDG&E·'=S:: 
fort.h~co"i:ing- ,su'PP-le:tenta1: a~p:l:iea ti¢'ns-::" , -" ,~: - : ,~ ~ .. ': ~',~~. ::~'::::;-: :.::: ':'~ :. :,.~ 

2&: =Bi:sec,'on'a 5-0:"SO':'a"ll'oeat-io'n :of"· ':to,tal:··~s"t,:i':ta.:t,:eC.: ~P:t"'O:.1 ec:t~ co.s.t­

of $4 .. 2':-'ti1'J.-fio-:l, 'to:e!:live~'tm:e~tin :SCNGS"2:~-o~'-:'!le': p.u.rpOse,s ;o:-r~ ~his:'"' ': 

inter~ jJroeeeding ~O"(" Ed:'son is $1. 569· 'b=i"l!i'-On:,." ar:d·· :~o,r: SDG&:;'-:i:s: ,': - : 
..... , 

; :21~' ~ ·Ai-ih01ig:o.: O'&M . eXj:)eri·s"es·fo:" ra'neoll" 'nuc-le'ar"?Ower: p"lan:t.<a:::.:--::.: .. 
difficult to' est·i:iat~ " :1 t':!:SM '?-o~~i·b-l-e·~ ~t~O:'::lake: a ~~ai¢ri"a"'b,:e~f:ix:ec.~:;; ,: .. ~: 
est:::ate •. f ~.' ~ ..... - .... ', .. ...,.. ";"-, .. - ",.. . ..... :,,.., .. ',.. ... '::" 

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

28. The nat.:.:re of SONGS 2 O&M expense·s· ~~:::<"rioi.: :e¢Clpa,rabi~::t:o: -:.-r:e: 
fueI 3-1.::pply'; ana. ?ric:::~' 's~t:ua t.::ton~ :wh!e"hlee: ·t.o ·~~e· :ad'¢~ti:ori' 0 t:. :'all 

ZCACOa,1.anci'ng 'accoun·t,.. -bot..h :w:. Ul. :-e:spe.6t ,"to: the·-:ag::.!~de. o:~·",,~h.e:; .­
d.ollars :-invol.v.ed. ,:and" "t-he.d.eg:-ee of: :cO'nt:-o:~ex:e:-c.i's'eC:<:'b:r .the- .. u.:::±l:!:t.;r. ' .' 

over.'sueh. eostS: .. ': : ,.... •• T' '. • ___ , .... , .... _ .... ,." ....... ~ ._."'-

- .... -- -- •.. , .... " .... + '. "= .. - _ ... - ... 

29,;, ~ : Edison"s- O&M' expense es.;;i::ate: on.>~~.:icb; :SDG&~::a:::;so:..::"e.l±e.s :,: .':.' 

",as developed. by :nar:.age:'"$ and super""isors resjJo:lsible ~or the·~~'·,:,:.-:-::::' 

opera~io:. an<! -::a:!::itenance"~o,t" SONGS '·2 ~ane ~is: -?1:an'-;'· sp:eef!!:c'; 
30. :. St.a:ff"s~ O&M eX?ense:::-est!::la'te~s' p:'"i::ta:~£' ... y:~a:sed:,·o·r::z.:'e:·, 

aver-ageeX?e.rience "o.t o,t.!ler'!a:-ge·:.pressu:r!.zed ".m:te-r: ·r~~rS:: "~~t:b. .:a::'. 
CE nucJ:ea:",· steaaf·su-pp1.y s:rste:.·'!b.e ··::o.ecord:'ed, ~ave:-ag.e· -:bas~ :0·n:1'9:81::·:· 
l"'ecor-ded. figureS" :!!a:s .bee:l . escalatec:!' to t9'83 ·:a::'d' '. !'l,."'!""~e::-: · . .a<!j"~ust.ed: to 
recog!lize -:.b.e highe:'" laoo:" "ex?enses "expe,t"'ieneee' .~i:::.C~!:!:.¢~:li.a. : -: .... ~.: ~ ~~ 
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31.. Edison's esti:nate··of.·O&M~ex?enses fOt".,al1.:pa:--tic'i~ants:of e 
$65,28i"OOO:is excessive and:notadequately·suppo:".ted.,.--;;. :~' .: 

32. Staff's estimate o'!' O&M expenses !'o':"-' a'll:.: l'a:"ticipants: o~· ,: ~ ~ 
$41,497, 000:' is' :"easonable,. .: .. ":';:: "':'2:-::;~ 

33... The.: staff's.: est1:na te of: pensions:: and..: benef'i.t:s~ expense,s: i.s -. , 
:"easonable ~ fo:-- the pu:"poses~ of this: pr~ce:eding:~:,- .: H,,::-: __ " ... 

34. There are no di!'!"erences' i:l: the,:" .s.~af':'!'~ es~i:na.t.eanc E~!.so:c.,.::s: 

replaceme!l.tgenera tie-n: insu:".ance.. . .' ~ ., . '_" . _. ", ~ . 
35.: :Staf! ·is unable to-- ::ake 'a' ~ecomc.endation, as -to-the .. ~ -. ..' 

• , _.- . • ~ ~.. r _ ..... '>- _ _'", 

reasona~l-e::less- of !"e:p.lacemf!n~ gener'a.t.io,nin~u:"anc~e:,"., _ ~ .,' 

36 .. :;:. ~Ba.::3~- on the. ev:id~nc:e-"1!l ,tn'is .recore·" ·we::.;ar,e :no-t,.: c:o:nY1n,c~: ~ 

tb.a t re,lacemen t gene!"a tion insu:"anc.e:- sh~_'C.l¢, ~.~: :C'isal) .. :o:w_e~ ... ~, ••. ,:h:Ls.,~ _~'. 
'.o11l:1- nOot. :>:r-e:el.ud-e ~th-e"sta~f:·froc.ra.!:si'n-g~~b.i,S: ..i-:ssue ·:!.:o:a ~!:U':ut".e.: 

pt"oceeding when- -!..t: feels,i':t ca:n :make,.a .:~~eo:=.en<ia ":-1on ,j.~t~!.~~:J:!n:g. _ ': ' .. 
~isal:owa:::tc~. o!':'sucb. in$,ur:anc;e.: '" .. ~: ~ -~- ":."::-:::' .',_' 

3i. !t is :"easoc.a~le fot" the p1.::"poses ofth!.s proce.eC::!..=:.s ..•. ~ _, 
allow ·n.uclear· :-eplacec.ent.-i:lsu!"ance. eXj)ec.ses. .of,S1-, 3.4;3.,..0.00. :fo:" ,·Edison e 

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

and $353,000 f-or. ·SDC&E as ·.a· ·ncQinv.gs,t:le·~-rel.a·tec!. -COS~.. ~ •...•.. 
-' ." - ", " ." . . ,., ,- . "_. ".... ~. . "" .... ~,' .. ,.,.~ .. _,. '.... ...." '- '."" -- ~ .............. 

38. Rep1ace:ec.t gene:"ation insurance expenses have ~ee~ allowe~ 
.: . 

3'9.;': '!he. ~'SOna:b-le: "level o-tnon'i:nv~st:t:en t-r:e-:.a:t:ed~ ::'2'xpen·ses: :o;",~ 

~e all'o-..red. i!l. ,';b.:!;s phase !o-r '~diso:l' ~s- .$.3&:.-2- ~:n:"l"1~1o-n: :.and: :.t.~:::-: .S'nCT&E' '.is' 

S1 0.1' :ni1.1ion •. :No~V:e3t:len.:':-:"e-l-a:ted:. e~ses,·::':~c-l"uc.e;~O,&M.. ·.ex..~en-.se's: ;,: 

(including t:"ans:::lission ex,enses), penSions and ~ene!'i:t:s'~: :pay~·ll-ta·x. 

and in'3urance:,lus 'a:?p:':ica~l--e- tr.-ane~se taxes:, a:~ u!leo:Uectio!-e 
ex,enses. ". ,. _ ... , -. ~ " ... - ":' _:'... . .. ~_ .\_ ~ 

40. '!b.--e:las~·au:t·ho.':"ize<i ;:"a tes '~o!: ~!,,:etut":l. :!,~!" .• Ea:is,o:n :.~!:: j,2 .:55%-. '. :- : 
and fo-r-,SDG&Eo-~ :13 .• '25% ~ar-e:- :he:"easO'nable~ :·:-a,t:es :.o{' :,,_-e~u:!'.!l· ':,to ,~ 
a?p11ee: A:!.:l co:n~uti:lg. -o;b.e :"e.vec.ue. !"equi:"e:::en~:"¢~ SONGS ;-:2,.:i;n.ves~:ne:lt •. ·, -

alld:~a:lancinz; accoue:t fo~: th-e:-pu!"po-:ses .o-f ~b.:i.s· ::':n,-:-er::i::l:~-d.ec;is:io,n. :""~ ::: 
41·_-' ::'~,fe ......... - ............ ~ ..... .&~ :· ... a ... .&-e"'!·'·j!W1' ""I' "'3!J..O, ... ,f"'-·'"O--',o~""''''e ,do-:J.6'- _l:' •• - .~ .. ¥'ta"I--...J.., .. ~ .......... _w..,~\.;.., "" .... ............ .,.v-..'..;r ... .,.. ....... _ ......... ,""""""", v~ ... _r..;}'-~ 

...... 
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"42.~the'oral a~sumellts" Edison.' -:-ev:.sed': '!.~s' re'cgle-st: -an~: !l0 ..... 

seeks the rull' $SC1 ~6 lll'illion~ Wi th'~ tlO~ b~;lanc~~g aecoun,t.~ tr.ea ~=ent. 

43. SDC&E' ;eqt1e:st'ec( the tUlr~ $:':"9 :9': :lillion "as ·in·te~iin:'reli~f::::: 

".1i th' ine~ual~ an<f ofise'tting~e~;;'cti'on-' in: AE'R~ a.n~:: ECA'C ri t.e.s. . ~ ~ 
44~ •. ~ '·Ill: the--o~al~' a~gumen"t': 'SDG&-E- :--evis'eci' "it·s': 'req,u:esta:n.a~n¢w:, 

seeks a: '0 a s'e' 'ra~~' irie:'ease::oi'$·1'OO"::I1il'l'io~: ~rlth;: a,p:p.ro:dca;t~'lY S:20:~=' , . 
:l.i11ion given balancing account treat=ent~.: -SDG&E: -i'ur-tb.:e-r=<prO:?Ose1!: ':'~ . 
that:ECAC' 'rates ''oe :re:dueee 'Si '$52~i'11!on::tO:r--: an:t~iC:i'p'at:ee :~uel·::, 
savin~ "fro-m 'operation of' S'ONGS:':2 andtha't 'a r$4:1:.~ :l:i:ll:r:O:n' EC"AC 
reduction scheduled for Nove:'oe:- 19Si ie: ·a:lithor"i..z~ :co'neu:'"~nt :;"i:tb:< :i-
SONGS ~2 d:ecisio'ti'~e-i\Ilt"ing>in :no '-:let :~te:·1.ner:eas~~to~ f-t-s :eusto~e!'"s. 

:45~.- :Stai"1ieeom.:ne:nds: li:i:t!n:g: i':ite~i~ r:a'te' -~liet' . to:' -tbe"" "' ~ c. :,"" 

anticipated savings on energy costs !"rolll the:co=e~i'a:l"; o'per~lon ~¢i-:: 
SONGS 2:~"" Stat'!"s 'pro-posal '"tlould l:i:ii t~ ~n·t:-er-i::" ~r:rer' tor-- :EdisO:e:: to 
$2'5~'7" :..nillior:and:'!"or- SOO&:: "-::0 ·$"6:1~.:7:;:ni~1·1:i~n •. ":.::.:: ,. -: ..•. :-. :,~ '. " 

46 ~,.c'Nei·t'h~ ~Util~it-i 'o!!'ered~~on'tra6!¢~t-O:t7 r'ue"'! -sarln'gs::: ,:' ",' -. ':­

esti:iates'i~ ~t:iis··pro¢eed.i:g,·h6wever"':; ~Ed-!sori' es·t"i::la-t-:ed:':$:20.s:.:;9-~· : ':~: .... 
million in" !'uel savf:l~gi 'in 'A'. 83''';'O:S~4~ / 'anc.: -it~ 1:s- :-:e:aS6tl'abl~ to: take": ;" 

.. . ... - "" . 
o!"!"ic1af notice of' €ha't f!li:ig': -b.e-ie:' .',.~.: ," .. . " ::: ' .. , "- ,~"-

4 7 • e, . :'tiel: Savingi es't:!.::a t~~ :o!" :$2·O:6-.,§ -=~ii'l·ion !"o-~ :::d:!:'s6t: "a::l~: ~ 

$61 • i tllil11on!"or ,'SDG&E ·are- ie'a'sonab-Te. " - .. " ..... -,~ :-: ,: :,~:' ': .:: - ": " 
.. : . ~8. 'Li=ll::-tfn'g :":t-=.teri:ri :ra-te ~rie~ :...i::l·r:;:esu"lt i~ 'a~l~"e~ . ~ " .' 

increase to cur:-en t '~a -:epaye:-s ;~ :howeve~ i:a::lj' ·und:erco-l1ee.t:iOn~s -an:c.-: ~. ,:., 
related :car-:-ying 'cb:arg'es :·.:n.il !lave 'to ~be ::OO~:le ''5i<·tut"ure ~a te~ajers. 

49. It is reasonable to g:"'ant inter~ rate re1ie!" in ·-::he.-:'- ~;:'.' 

:agni tude -~o!e:~ti:iia tec' SONGS' 2 :!"ue1. -iavi:igs fOr' ;~th '"Ed:fscin and' :SDG&E. 
50. BalanCing account trea't:ent of invest.:ent-related ':eo:s.ts;~·::- :.: 

wi:L1 prov:!:de ~ adeq1.ia te "'p~oteetiori '-to: :~at'~payers' "'oi :'e:iao.1:ing:: 

adjust:ents to ~ 'oe ':lade 'rof any disa~rowinces-:,on: p-'1ant>:ccs't,:s<:'an:d',:'­
!.nve~ t:lerit-rela:ted co:;t; ';b:~c~' ~:!!aY "'6e ~::ia:C:e . in ~~?':ias"e 2' ~< .,.. ~:-. -- . --_ .. - . 

51. "Baianc::ng' a:ccot:n't -: t:-e-a:t::ent '::of" ''"!:ivest:erit.';''r-eI:a t'e"c costs:.::.::_'· 
"~ill provide ade~ua te ?roteetion to !.rivest;O:",s ;'as:: it ~e-onsti tutes ~'a : ~ ': 
:neehanism. throug~ ""hic!! they ean'~e ~:l.ade:whole c oC::':invest-oent-re!a ted 
costs determined bY.· this CO:m::lissiO:n;·to<'oe:?r'.ldent~e:(?end,!:tures;":::"~ 
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time. tee: MAAC::- rates~ go into- eftect . ill. accordance witb.:the .. , 
• -, .- • - " y ~ ," ,h _0' '" 4 ... _. ••• .......... _ 

". ' .. :. 
computations... made by .the· stat.f and, shown in. Appendix. .3.-:;: .. ~-:, 

- • _.' '"" ...,.. ~ ,' ... "T. • ... ' .... ~ .~ ,_ '.~ > ........ ..". 

53. ,It; is :oea:sonable- to·. adjus;t- SDG&E' s SCAC, ,rates. to. r,eflect. . 
. _ ........ - '" .- ..... , __ ._,_ •• , . .,. ... -f'. 

the es.ti:na~o. .fuel. savings resulting: !',!,om.,~e. ,coClller~~ q:;>.era:t-10n of 
SONGS~ 2, les.s .. the AER. adjustmellt, at· tbe ,same ti:le .. MAAC ,ra:t.es .. go into 

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

e ffec t as:sboWll·i!lAp:pe:n-cl.-!x C:--: " ,'J'. ',:-. _ .. , "':::', .. ;:: 

54 .It is: reas~nabl.e.to:-: ,reqt:.ir~ SDG&E to· fl.!r.therl"'evi.ew· an,<!. 
~ • -" - ~ ., - h, "." •• ',' ,_. "" 4- .. .... ..... .." 

revise ,the ABR and- ECAC_ rates. ,to t.lle -ext-ent :l-ece.ssa:y~.r,elat.i!l.g to ... 
~-... • " -. __ c-' •• ~. '_.'.' ....... ~ ... ~. 

SONGS 2 fuel· .. savings: :i:l.-: A.,8.3-07 ~O,~. . .. .. _ ~.' .. ,.' ':.: ~ '7 •.• : . 

. .5.5-.. It is reasona.'o.le. tor Edison .to .ao.,!ust...1 ts ...AER, a.:ld.. . ::CAC ., - . - , 
- ~ - , - •••• _. • ~ " , • _ .,' ._" ,". ~ " '. • , ' ..... _ x .. _.... .... ... , ._~ _ • t. ~. 

rates at. tbe-same t.ime ~..AAc. rates go~ into, effec.t.,.as .. provid.e<! ill~ t.he 
• '>- " .. ,. ~-" ..... -,.. ... • _ _ ,... ....". '-'." ...~ , ... • ..... ' ..... • ~ ." 

E C:AC d~isio.rl: i_s.s .. u.e~.~y: _, -', .~ " '.. . - '.' - ,," . ' ,. ' ...... _, ... :';-.: __ ". ,~ 
56:.. . The. rea30oao.le...i!l te·r1:n.. rate ,increase., ~or.Edi.son.. .,U!lder· i t,.s. ~ : 

• , .- -' .. ..... .,.. ';''' -.' ,,- _ .. ~ ~A.. "c, .~. 

MAAC is $206.9 millio:l. $.38·.2. -mi-llie%l .o~.tlli·s i.:lcrease·.i.s .to- .cever 
, '... • ... ~. ~- •• '.. • ~ ..... ....~.... ,....~, -- - -' ~ ~'_ - >-'0- •• ~ •• 

:loni:c.vest:ne:c.:t:-rela.ted: exp.eo:s.~s-.anc.. ·is. not. ·subj.ec·t. .. to , .. balanc.i:c.g ~' .. 
~ .... ~. , .. -. - ......... -.. - ,...... -. .. . . '" -

accou:c. t 'tr~...:nen·t.. •. - ':he :-emainee~ relates. te .!.:lv:.est:le::lt-rela t.ed costs 
. . . " .' . -,,~...,. ~ ", , .. ... ,,' ... - '" .. ..... ..... _.. ~ ........ '. 

a:ld . will· ·be. ~.s.ub:jee.t- to: 'bala:lc·i:c.s ,ac.coU,n:t tr-eat::en.t... . .' _.. __ .' . . 
"". • - ..,~ __ ,.... • 0 .... ,,_ .. ,., ... " .~ ... ..... ~ •• ~.~ _', _ •• '_ 

57. The reasona'ole in <;erim ~at.e: :~iner_e_~.s.e _.£~!:, SPG~~ .:~d..er MAAC,,_ 

is $6:',. i :nilliotl.· $..lO.7 ::l.il-lion-of: ·thisillcrease ...is. to ·cover ~ 
- • _. , .. .. - ..... -... ..., • , •• " • _, .;"- _. .... ",~ ... ", J • 

noninvest:nent.-t"'!lated expenses 3llG- is:c.o.t. su.bject, ~to ,,'oalanci!lg~ .. ", 
• • " .. _. ", .... J. _ ~,__ _ .... _, .. ~ ___ "' __ .~ ,.. .. ~', 

account treatment... 
~ • • .c 

':her.e=a·i~de!." :--elates "to. ,1.:c..v.es.t:e:c..t-::.elatec. costs . _. . " "" ......... -...... - .. " 

and will·be .. suo.j ee·t·tc -~alanci:lg. ,ac,c.ou:c..t ~t~eat::1e!lt •... ___ ,,' _., 
. ' ,... . ~ ... .. ,-. . ',' .. . - -' --

.. SSW" -!t.. is. re.asotla~le-t.oa.d.o:p.t.a. MAA~ !"or;~E:d.:'SO:l-,~ . .s:=:~~:::.n 
Appendix··D. "' ... ": ". - .. _.-...... .. .. __ ~_." '. _ '.' 

• .0.- ..... .,., ....... ,.~ .. ,.. '_ _ ....... 

, ..... :. ~ .. :.59. It is ,!"easona'o;le !:o:r SDG&E: ... t:¢ .-ad.~p:t :a :.:MAAC _~simi~ar· to.~ 

Appendix,.D. :- .-' ,._ ... :.:: ',--- .," , .. :-:::~ ';:','r,:,.';':': .~:: 
60. '!'he, ,ad·cp.teo. .. MAAC .. p.~ovic..es-:!"ct"'oala:lc.ing-aecou:c.. t." trea :ent . . 

'.. " • __ . _ 'r ~ ~.' .. , _ .. ~ _ • • ._ ." ~. 'I 

of inve.,.t:le:::t-~elated· cestsrand ·non.i.!lves:t:Ile:::.t-related ,expe::lses "",' '. 
. '·....r -, " ,.. .. . ... _. r.'._ •. ' '" • ,. ... ........ , ~ ..... ' _. ',. ,," _ ~J'" c' 

consisti!lg of O&M ex;enses ,~en.sionsa::ld ~ 'oe:le!'i ts,. payroll_ -:axes,., ... _ 
. .' .... - .,'.. .... " "0' _. . .. . ... , • '- .' ., .... 

insurance e)Qenses· alld· ·r-e:'ated-fra.:.c.b.ise -fees,.. .. allo. .. uncollectib:'es are 
• .A •• ,. .. _ ... '. • n _... _ ,._ ._, __ '. ~ ,_ '"" ... , ~ "-

not subject. to.~ ba1anci!lg:,2.CCO.Ullt. ... ' _ " ";" ::... ., . :_:: . ~_, 

... 61~ - :·!t-·is . reasonable ,- to .. i:c.cr-ease'r'a~es . U!ld~r-·A,MA~9:.<?~.:·a. u~~fot'::!: 
e/kwll basis to -all. classes :.:o!' .. custome!"san.c.~ schedules _, .. . .. ~ 



A.82-02-~O, 82-03-63 ALJ/vd.ll j't/mc. :: :it.~ ~ , 
..... , 

.' ' .. -.::, .: . ~. 

e &2.:: Tb.e "cO:S:t ,~i6 'rawpayer~ ~ot- ~:x>we.r" 'p:r-o:du¢~~ :r-rom:::SCNGs 2-/- 'anc 
tb.e degree 'to ~~W!llC-!l ,ex;>ensi"le 011- ::a:l<! "~ias":caS:e<1~,::rep:rac-:eQen,-:; pOwer <:::s:'· ... · 
neeo.ed, ':wl.Il·~d.ep:enC1: -C:O:a.'s::,gnl.:r!.eant ,:c.:e"g:-ee<on= ':t·:re :'O:p-e~rat::rn:g:'::-:";: :-::: ~:' '.~ 

00'- '. ~ ,- •• , _ ..... _ ... ~'. '"' _ ~ ," II"- ~.... ..' .. _ foy .......... +~ f" .,.. ..... _._ ..... ,"" ~ -, __ •• '.... • _ per!'ormance o .. ·the·unit..,,· ... " .... -"'~.,;; ......... - ......... -,~ "'~---~- .. '. 

63. Itlos appropr-1ate that the !ricent1ves !'or good plant .2 ~:j:~ . 
pert'or:lanee a·rld~·tb.e 'alloc-at:l:on o~ :-r:::sks 'reLated.:·w ~:~r:fo.r:lan¢e ·o·e" 
explicit!y· cons::d.e~e(i 'O-y :'ilie -CoI:lIll'is-s:::-¢'o: as" ~SONGS::2: :fs~ ,'pu t: ·~~iltO: :~a"'t~s:.:'~ 

04;':- -A;t.arge~ capac-ity't'acito~ 5:~ancird.:··wil1 'i>r~Vr<l~=a :~z:or.e "::-. .~:: 

eqUlotable· aIlocatiori of"rl5~'betwe-e:i::rat~e:paye~s ::-aric;:-inves~~r:s and~ a 
s~:-orlger·: l.nceo.t::'ve for.': sUPe:-ior~::>erfo'r:nan:ee: -on~~h~ ,pa:-·r; -:of' ::t"h'.e :,-~,~:,,:, ,;,-: 
ut:.l:i.'Cl.es .- 'C..::an·woUld. --:-eliance "soJ,;oali :Orl:;)er:~or:i'iri:ee ':~~ii'ews :£.0 '::!utu~e: ~ 
ECAC reasonabieness'proceeo.~:lgs:~; ':" "': '~ ,-:.:~ .. _. ~. ~ ':.-::,:':: ~':-.::' -~:; ,- :.:: .:.'":'~<~: 

55. A 'target capacity :!'ac'Cor perfor:nance standard for SONtS .~~ ",::: : 

66. 
SONGS::'2'~ 

67. ~ Fori!le' reason of e~u1 :a:t>le:'risk ~ a.Lleeaeion:;: ri: £; ;. .. 
reasonacle':'Ci'la't. ~he:' ;arge't·capacity :factor,·:appry'~ to:SDG&E':as~:weJ.:r::as ~ = 
'Cb,e'plailt operator;·Ed.ison_':-::~:"'" '" :''':':'': ': '.::-=-()"';: :: .. ::":::'::.' ., .. -

58. Tce 'target capacity factor s'tand.a:-d proposed :;C:y'~s·t;aff":'..,o:uro.:' 

ce :lore": a'pp·ropriate· if" mod.ifieo.:-·to-·incluae·-a';:o.eao.banci···bet....;{een 55~ and. 
eO~ ·;o/'b.e::-eln~ !CF, re·;.waro.s a.o.Q.~peo.al ties': dO':'llot" appIy .. ";::.: :: : ::-:--:: -'~: :' ':': :-:: 

69.. '.the target capaCl.ty' factor': sta.c.o.ard. proposed --~y siaf!"'~ou:ld­
be more a'ppl;-Qpria:~'e it' ioc.ifieo.-- s6 '~tb,a:t 'reF r-ewards:caod. ::::penal ties 

acove an<1- b~lo~;,t· tile::-dea'dband.:comprise 50S:-rather·~~b,an" ·'·OO~·:of:': :::~~:,":: 

re~lac~men't;:fi.:.el: cost"': savings "or: excesses : ,-,.,' -' - .. - ;:~ - - ~ -.: ' :, ~'.: 
~." ,70·: 'Fi.rn.ner:' s:t.u'o.y is.: ·d.es1:-aCle to~ de'ter:lli:le, wb.ethe~ a': cap .:: ;,::-:':;'v 

oeyona. t!le 50-50 snaring shoulo. be placeo. on ut:'lity?~x~osure",:'_:::-' ~ ::-'·2 

re'sul'·t:1ng· ·from:'. :.tlle: ad.o.p't'ed.:' "I'.cF'prO¢ea·ure·: and. -; if: so:;:: "'ha.t,~' ii:e· a,":' caj:) • 
:.: 1~1"":.: ~he sta!"!' s=- prop¢-sec·: st.anc1ardc, . witb,:::th.e :a.~ifications':round.: 

to . be" 'ap-p:r-o:p:r·iat.e- :o.e r-e:in::,: 'is:: areas.onao·le s tand.aro. ': 'to app'ryc :to:: SO N GS~ 2 .. 
. 

'." '. ~ 

-. -' ...... -. .- -
". ', ... ' ..... 

.... ,.. .. 

• ..... • .... , '":; ... _ ~4 ....... 

- 1~ -
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- 72.: Edi$Orl·alldSDG&E ·sto<:kh<>ld~r-s ,-acd- c<>nehol-ders,~wi.ll- be ~:lO e 
", '-.. . "" ". _'. '. '.' .'.0 _ ... '". ., ~ ~..... ' 

wor.seor;r.. d.u~-tO; . the. ·~adop:tec.. ~'!'~F :l:'>:ecause the _eft;~t ::o!:;·.the.:adop:ted 

-reF on inves-~~ .ri~k .. will·:oe .small ,.anC: _·~ill, _1.1kely ~e; ,::o;~t;set. }>Y' . ~e (. ~,~ 
!"'eduction in investor- :-isk associa t.ed wi th comce~c:ial·~,ope::a~ioc..::o!,,-.: "; ~:.... 

SONGS 2.. . . .. _ ',. . . . _ ... '" .. . . '.. ."... . .. ~ " .. ' : -:: _,' '" ._w _ . ~.: 
73·.. . It:.~i . .s ':~ea,so:nab:le .t.,bat. ~,!'o;t: -:t.he. ?ur.p-oses ... orf:ut~e gCAC(;AER --: .. < 

fO.r-ecas-;ts:,·t;he: .e.ap.acity:~fae,.tor ~u:t,e.d· .. :t;o:r S:ONG:S 2),)e .:no,-,g;:ea: te~ ~:t!lan~, 
80% nor le,ss ,than .~5:~, ,based "on ,-i,t..S: o:::ig.i.nal·:nameplate ~:capac.it:r .. ~' 

1:4.. Und.e.r "co.nv:enti~llal. ~::a·~.::ald.!lg '. t;:-eatmen t. o::t. _ invest.:nent~.:,~ _ ~.: ' .. 

related plan t~e<>s:ts, ~!"'.a te~aye~ .pay:ne.n.t:s": !:o:r- SONGS:. 2 and.~' 3 .)~ould:.' ~:; -: :: .: 

exp~.c~d ~ogr~a~ly ~:C,c.e;e<! .~u~.l~os:; _!!~'-:i:lg~,:::~sul ~~;SA~;~~: t:t?-e ~:'..:.:...:.:- ~ 
operation of ~hese uni-:.s <!u:'"ing the !'i:"st .·few yea:-s .of ~plant~· ,',__ .. .. 

.. • ,_. - ,., - <, ...... n •• • •• _. ~, '....- ',.,. > .... .. '_", v ... 

opet:a~,~o,n •. '~::': ':' .~,~.,.. ~.' ... :::'C:.':': .. ~-..:::,_.. "._:,,:~.,:, :;'~';'::.:; i_ ,_" 

75. Ra tej:)ayer pay::.en ~ ::~~r:, ~O~9S .:~_ a.~d: 3 .~!l~~::, co~y~r; ~~~'lla.~... .. __ . 
r-atemakillg .-~~~~~~n; :9~, in~e~~~~n~-r:~~a.:tec; :co~~s::~~~~~s ~~h~: 
problems-of inte:-te:npora! inequity oetweec. r-atepayers and r-ate shock.<-~ 

16. 
treat.:ne:lt.'s of-;:ill"/~s-:'l%1etlt.-:"elated pla:lt, coSts ·tor SONGS 2· and. 3,..-..rhicn" 

-- -.. ...' ... ~ .... _ • ,..... • • .... ..... ' ... ..,' T .,. ..- '*' _, _, 

are aimed. at avoid.ing :"ate shock and. p!"omoting,in~e~te:n;>oral equity: 

among ~:"a tepaye.~s .'. .:. ~~ : . , 

shock a!ld promot.ing., i~tertempo~al~equi ty among r,a.tepa1'e~s:'W'!3~e,,;., ."" 

inadequately e:xamined.: in ;,o1s -:pr-oceeding .,-.~' _ :: .. :.; < ~.~:, ,,:, ::- ~ . ,. 

78.· It. is· reasonable tor Edison. and SDG&Eto tile." tariff "~ - ,-.. '." ,.- ... .. ~ -,'" -' -. -,' .....-" -" 

changes under. MAAC. after": meeting tb.e.·~ COD: c ri~eria:: 5e;t.: f9r-~ in:: ~~.::::, :; ~ 
ALJ's ruling dateel June 24, )982"wllic-h:;wa~:,attir:ed:;by .. :~ommi:S.$i~,n_~; ... 

Minute Oreer dated: July. 2·j ',:' ) .981., and.: mod.i.tie~ ·~Y .. D:. a.2-:09~J·:r 1 c'a't.ed 

September. 22,:..'982~:', .. _: .. ,: .: -:. _:~ ~< :',,;'C:.:: ".~;,:--:,~:: J':-->: ~<: .. ::: :.;,:.~.: 

7.9 .. _:: Should· ... the COD :-e~ui:-emen:es; oe:::let,:- prio.r_ to: :the:,·:i;ss,ua.n:e.e. P-.f.~ . ~ 

this .. decision.,.. .. it, is :-easonable.: .t'~r,~applica."l:tSr: :eo:.:,: C'ont,1nue:-·acc:-U'!.~g 

.. AFUDC .. on..:, SO~GS:.· ,2 !.!lVes.~men.t·, eap,i:tal.iz.e .ope.ra~ing::and .-r.t:3..i,.n:t:en:?~ce ... ~:::: 
expeases, and credit any energy generated 01' SONGS 2 at avoided. cost.s 

to the work order until MAAC rates become et~ective. 

-
~ 75 :. 
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e 80. !he COD c:-ite:-ia set"::fo;th.:oi~:t.h£s Co=ission tor- SONGS 2 
are :r-easoo.aole tor the purposes of this p~oc,eeaing;: :::,=-: '~: :-: 
Conclusions of Law:: ~ _... ""'"..... .... - ,-

~. .. -... _. ~... • • - ....... "- 'oil .... 

, , :' 1. ':' Edi~on",:sbou:'d: be :author1ze<i- :t.o .tile ~,a .:MAAC;pr-ocedure,.as :set_ 

forth in: Append.:'x:D, ::ana-establish _~an ,:"01 ti~l '!lon·invest.%en,:;-:~ela -;ec.:" .: 
eJQeose rate' of 0.071 ¢fk~.il:l ~and.~an,~i:lvest:nent-t'elated-cost,.rate o!' ,,--

, .. , . .. . .... ,-. - ... -

0 .. 3 j ~~ ¢/kWh.· -The .1nvest.:lent-r:elated'·:costs -_ar-e,,:~nlbj eet _ to:-:ba;a~c~ng :-.-: 
account· treatment .• ,·-~.~ - ":'.,~~' --~,' ,,::. __ ,,:;-,:;:,--. ',':::'::' ': __ .'-' 

: . 2 .• SDG&E,shoula be-autb.or-ized.:.to file:a:MAAC,·~~oeedur-e".:s1:nilar" 
to Append1xD,~acd:to 'estaolisb:initial:noninvestment-related expense 

1 • _...... • ... ". _ '" • .....,.. __ ~ _ 

:-a:te." of, 0, •. '0'9 ¢/kWh a:ld· an invest:nent-r-elated ~.eost: r-a~e= of' ::0. s:t 8:_::-: ::> ~ 
¢/kW'h .. . The"' investment-r-elated· costs'-are :n.:::'bjeet :o,balancing ,account..· 

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

. 3.' Edison: should be' authorized.- to, !':le its ... initial - r-ates,,:.:nc.e!"_ . - ,'" -,~, ..... . .,. .. -'- ... "--"'" ~ .~. 

MAAe upon aChieving.. the COD,~ cri ter-ia: estaolisb.e9- ~y.: ~hi~ ~ ~~~;~S~?; .. , :. 
_. 4L - SDG&E should.·-,oe .. autilorized~:o!'!.le-its·initial-razes.r.:nde!" -. . ... .;. .' ~ ." -..... '- " - ,- . ". -' .. 

XAA.C upon·, aehie:r::ng .the:: COD. e:-i'te!"ia,' es-tab·lisc.ed .. 'cy: z::.i~ :-: CO~;~S~?l? :: 
5. ' The target eapacitj" !actor- pertormanee s:andar-d p:-oposf!'d. by~ 

start " as mod1:fiec_ by, t!rl.s decision, r Should:.:' be adopted.:. and,,,applied to 
SONGS 2. _ .. "' - ., , 

•• , ... ' I.> ,-' ~ • ~~. 

6., . ?a:-t:ies.:shoul~.: i:yestig~e, , d~;.'in'g. ~~a~ng.s ,held .. pu;,su~~.~ ',' 
to Edison,.rs and.· SDG&E' s'~ !'orthcoming supplemental. SON9S, app~,~~aEi??~1~ 
<..rhe:t:her- a cap~·.beyo:cd the 5,O-50~ s_har.ing~ silou:'~::: be.: pl~.c,eg -O!l_: ~?~li,~Y' 
exposure :-esul ting" 1::-.om t.he~ adop~ed\target_ eapaci,ty _ !'ac.zor. stane,a.;d ~, . . - ,. ~ - . - ..... _.... ","""" '" .. - ........ 

and al·s¢ whet.her a:' .. t.er-nat..ive" t'a,t.emaking-.t.rea.t:n.entSr.e~ec.. to. SONCS-Z, 
. . , , ' . ' .. ~ . .... ... ,~ .... '. , -. - .. - ...... "', ... ,~ ....... '" ~" 

and 3 ...,h·i.c!:: are, ,aimed:- a,t av.oidin.g~ r-at.e .sh.oek- and, promoti::.g.. ~ '" - _ ~ _ ""r." 
. .. -'''.., ... .... " ... . .. - .. "" , .. -- .. ~ "" ~', ~ .......... '.,. ." 

intert.empor-~l:,equ.i.t.y: a.::lQ,ng, ·,:"a.-tepaye:"s· ar-e- appropr-ia.:ey~_ .. " ~ _ .," .. ,.'" -. -- " ",...... . ...... _ .' ...... "- ..... ~. -" -- ,.-

. :1.' . Tbe'rates ar:d' charges 'atlthorize~ ·ir: this·· c.ecision' ar.e ~ _ .. " 
, . -'. - ... - - ,. -- -", .. '- .... " . , - --... . 

justi:f'1-e<Jan-dr-easonab.le.:--·. ", - " - .... : :'.:;" . '_~ ~_ ::::: 
8- ... ' The-- et,t~et.-i .,e- date ot tn-is or-ee:", .. sb.ou:.c be ~e_ea t.e-. on,.. _~ ~ 

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

·..rhieh it-, i's:' signed -'Co- e!la.ole· Eeis~tl and.· SDC-,:';:S, ':'0 .. receive ap-pr.opr-ia t.e. ~ .' _. "' .... ~ .- .......... " .. ~~ ~-- .......... ~" ..... " ..... . 

:-a':te tr".eat.ment-wh.en SONGS, 2 goes, -i!'l.to, c-OIll:l.er-ci'a:" oper-atioc-_ . '. _. ~" - - . . .... " ... _"' .. _ ' ., . ..: ." _ .T _... __ '- ... _ . 
. ' , 
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~ " 
'" . -..,:.. ... 

~' ", __ ' ,!~'!ER!M ORDER., - ,- ...... -.." " .. -.,.... " ........ "" 

!T IS ORDERED ~tha~:' ~ . ,.,. ~ . - - _: ,-, ~... .... ..: '~I" <n ....... :: .. _ J" .~ "', ",.". .-.. , '""' ..... - -' 

1 • Souther!: califor:lia Edison Company (Ediso:l}':':'::(s ;a).lY_ho_r:iz,e_d-=--::_~ 
ana"directed to ~fiie '~wi th ,this: Comm1ss1on~, ·:on :or ':'atter ::the .:effecti ve 

date "of' th:t~ ~ord.er; ~th~,~Mijor ·~Kdd:rtions. ,:Ad,justment. Clause~: (MAAC): : ;:~ ~', 
tariff as~et':!"O'rth :-1:1 'Append!x '·n ·":anli :to,"f!.:te >an advicer~!ette:" ,,::':- :::: ~ 

reque~t!ng'the: initiat '-rates-set:: forth :i:l-Append.ix:~E. '.::'Ib.e -!"i:ling' , :: ' ~ 

shall 'be made not earlier than the date when the commere1al:~:operating" 

date-(:COD)-eriter:ta~adoPted -:til D:a2~09;;'1,t:r"have 'been,~met;:'ana shall 'be 

accompanied:'by operating"'records' and.~other:,pertinent'::'infoMlation:,':,: ::< 

demonstrating- that" the: COD' criteria" have':'be,en,: :net~ :-ni1s :"1.11ng'>shall'-: 
'be -reviewed 'by sta!'f~ -!!',the sta!,f:' deter:nines~ that:~the':'COD'~c'ri ter':ta\:: 

have not 'been met, it shall immediately i:l!'orm the Commission:,~wh:ich~: = 

may: 3tlspend" the e!"!"ect!.ve', date:o!'" the~ tar-i!'!'s: : I!': not=- :suspended t the 
tar!.!'!" sehedule:;:",·;nll 'become: efreetive: 20~ days arte'r'~!'11,ing:~ ::The : :.': 
tar1ff~ schedules~ ~hall- comply'~ 'dth, Gen'eral: Order:: 96;'A= ai'ld8Shall; apply 

to' serVice;: rendered',: on': or:' after: the .. efreetive~,~ date or-= the:: :tar~ff.: :::, " 
....... _ ..... I"" '.J., :' '"_.~ _,... : '" ..... "',''''''' ~ ~ - •. fI'oI'-.... .... ~ " ,"... .... -. - ~"" "" '. -~ , .... 

2~': San'Diego" Gas &'~ Electric, Company: (SDG&E'): i:3 au.th¢,riz.ed.a:nd,~ :: 

directed to' file w!.th th!.s Commission, on or a~ter the ef~eetive 'ca~J 
of this 'ord.er-',a MAAC": ta'ri'f!'" 'si:nilar-' 'to:' A?p-e:ld'ii:~ D' a:l~:" -to"': ;!ile- ;an 
advice": letter'": reque~ting: the' ini tia~": I"a'tes::as', set::: ~orth:: in A"p.e:lC.:1':x::: 

E. ''!!le- filing 'Shali-~ 'b'e: mde: not~· ea'r-ller~ "than th:e -aa:t'e":wh:en:' the-::COD~·:"·" 
cri i'eria' adopted. ~" in', :O'~82:'09-:i:1:'"': ha.v~· bee::' 1:let~ ane": 'shal·l~ ,'6-e:-; ::.'; ,' .. :.:~:::::' 
a~ompanied..:' oy'o-pe:-3. t'!.Ilg~· ~CO::-d3~ an<F ¢tb."e~' 'pe"r-t'!":l:en-t: ~n~t'O=r~a:.e.:r;(jn~'·'''' . 
de:nonstI"ati~:g'"; tha~: 'the:': COD> crite:--ia- h-a-ve-" 'oe-e";l met:.';:unles';S; :;e:fso: b.a:s':· 

filed sueh infor:lla=t1on:,p'1lr-s1.:ant~ to-tb.~ ir"e·cecFiiiS: pa::-'a:g:r:aph'-:: C :!h::t'=-s": " :- .-: .~ 

filing 'sbal'l~be- :""eview~ by st'af'f::-:'~ !ft'c:e": :s:taf:r:-: c.e:t.e:Ml"i:le:S: tha"t the 

COD criteria have !lot 'been met, it shall irnme<1·i:a:t"e'ly='!nf'..oM:l ;'th~:' .:'.~ < 
Commiss~on~,'';..rhie-h ::aT ~U'S'p~nc.~ ~h~e-f!':ect:i v'i:da t~'; ..of'.: ,the: ta~i~f,i. If 

not- 'suspended, 'the:' ta~~f 'scheditle$ -: 'wi-l-1? oeeome e=!'=!"ee:t'!:,v:e:. 2~ d7ays' ': ; "-: '" 
after filing-~:' !h~ tari!'f:~sC'hedulez"'Sha;l:l": cX)'clI>ly: ~· • .;i'th-:'-Ge::ie:"a1.:'IJI"de'~:, ., 

96-A and shall apply to service r-endered O'n o~ after the e!"fec:ive 
date of the tarif!, schec.ules. 
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~ 3. SDG&E is autho~ized and di~ected to file revised An~ual 
Energy Rate (AER) in the ~anner set forth in Appendix C. SDG&E shall 
~ile revised Energy Cost Adjust~ent (ECAC) rate to reduce ECAC rates 
to reflect the savings in energy coste of $61.1 million less the 
reduction in AER made pursuant to this'ordering paragraph. Such 
revised ~ates shall become effective on the date of filing, but not 
earlier than the date when the ~~C interim rates shall become 
ef~ective and shall comply with General Order 96-A and shall apply to 
service rende~ed on or after the effective date of the ta~iff 
schedules. 

4. If the plant :eets the COD criteria p~ior to the issuance 
of this deCiSion, Edison and SDG&E are authorized to continue 
accruing Allowance for Funds Used During Construction for SONGS 2, 
capitalizing operating and maintenance expenses, and crediting any 
energy generated at avoided costs to the SONGS 2 work order unt1l the 
MAAC rates are placed into effect. 

5. Edison and SDG&E are directed to file, within 30 days, 
advice le'tters, consistent with this order, which state proposed 
accounting treat~ent of replacement fuel-related gains and losses 
as~ociated with the operation of the target capacity standa~d adopted 
in this decision for SONGS 2. !he accounti~g treat:ent should 
provide for annual adjustment of tbese costs. the Executive ~irector 
shall review this advice letter and make ~ecommendations to the 
Commission, ~ithin 30 days, on whethe~ the p~oposed accounti:g 
trea~ent should be adopted. 

6. During the consideration of any supple~enta: revenue 
~equirement request in this proceeding, applicants and staff a~e 
directed to analyze whethe:- a cap be!Ond the 50-50 Sharing should be 
placed on utility exposure resulting from the adopted target capacity 
factor performance standard and whether alternative ratemaking 
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~ t~eatments involv~ng deferred ca~ital recovery can or should be 
adopted by this Commission for SONGS 2 and 3. The alternatives ~hat 
are considered should include: (i) trended original cost ratecasing, 
(2) levelization and sinking fund depreciation, (3) units of 
production depreciation, (4) deferral mechanisms such as those 
proposed tor the Shoreham nuclear generation station before the New 
York Public Service Commission, and (4) extended deferral within the 
MAAC balancing account. 

I 

e 
I 

or -

!his order is effective today. 
Dated September 7, 1983, at San FranCisco, california. 

dissent in part. 
lsi VICTOR CALVO 

Commissioner 
dissent in part .. 
lsi PRISCILLA C. GREW 

Commissioner 
will file a '~itten dissen~. 
lsi WILL!AM ! ~ BAGLEY 

Commissioner 
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wI~Lrru~ T. BACLEY, CO~~isslone=, Dissenting: 

Tlus dl.$~~nt 1$ .. ::itt;cn :.n cryp'tic form to .:J.ccorn."tIodate 
~hc scheduled release of ~he majorlty opinion. 

I would have adoptee the conclusl.ons, for the reasons 
stated therein, of the ~~~inistrative Law Judge in this matter. 

Alternatively, ~f the format of the cur:ent ~ajority 
opinion we:e followed, ! · .... o1.l1d have supportee and do support the 
following: 

a. To ensure safety of operation, an Operations and 

:t.aintenance budget in the magnitude proposed by 
the utilities: 

b. In reference to Edison, instead of ~he arbitrary 
juxtaposition of fuel savinqs money ($206 million) 

as the measure of rate base return, the fiqure of 
$3~O to $360 ~~llion would have been and is much 

more defensible. The celayed imposition of 

approximately $150 million (360 minus 206) toget-

her with othe~ pending Edison requests eminating 

from San Onofre Cnit 2 (about $170 million) and an 

expected flllng for San Onofre Unit 3 in the same 
general ~a9n~~uccs as above, ~f granted. will cause 
bureensome ra~e increases within a much shorter 
ti~e fra~e and thus will cause unnecessary rate 
shock. One reason expressed for such a delay was 
to provide the Co:n.-:i~ssion "flexibility" for the 
possible adoption of a r~te-trcnding pattern of 

cap~tal payback. But such a pattern can only be 
acopted in acvance so that debt =educ~~on can be 

rates. A:ter t~c fact, trcnein~ is not possible -
th\.!s there is no such need :or that "flexibility". 
We, the choreoqraph~rs, will have ~nnccessarily 
caused 3 delayed but ballooned payment to the 
fiddlers. 
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! wou~d ane CO suppo~t comparable adjustments in 
reference to San Diego's rQqucs~. 

Accit~o~ally, San D~cGo ~as available an even 
~reatcr (proportionately) fuel saving allowance 

'",hich could OC used to offset acidi tion."ll rate base 

return. That full offset should be used at prese~t 
rather than ceferring ra~c oase return. 

c. The odopt~on of any target capac~ty factor, appro­
priately ens~ring some shareholder risk, should also 

have an appropriate minimt.:m and maximum "cap". 
',:i thout a cap, 'the mechanis::1 simply will not work -
Oecat.:sc we wo~ld not allow ~t 'to work - in its 
extremes. But not 'k..'"'lo· .... ir..g just '",hat remec.ial steps 

we would ta%e in the extremes of capacity operation 

or inoper~tion, ~e cause financial uncertainty which 

~n turn tain'ts sll ;uture capital raiSing efforts of 

t~e utilities. ~'"'ly incident interest rate increases 
could Oe aVOided by a II cap" • Fur'ther, I • .... ou1d a1 t.e= 

'the tar;et capaci~y fo=~ula to more accurately deal 

i~ adva~ce wi'th real world situations as they do 

occur in the operatio~s of a nuclear plant. 

It is ~y jud~ent~ in conclusion, that the co~bined effect 
of the ~ajority's ce'ter~na'tion in a, b, and c above can unnecessa;ilv 

lead to a lowering 0: financial ratings with no concomitant benefit. 
We expose the utilities to tha't risk but accord no benefit to the 
ratepayer while so doin~_ If that is the end result, it makes little 
sense for this Co~~iss~on 'to have gone through this particular 
exercise in futurity. 

S~ptcmber 7, 1983 
San FranciSCO. California 
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APPEND!X A 

List of A~pearances 

Applicant~: Ricbard K. Durant, Donald'M. Clary, Jobn R. Bury, 
David N. Barry, III, and Stephen E. Piekett, AttorneY$ at Law, and 
Orrick, Herrington & Sutcliffe, by David R. Pigott and Edward B. 
Rogin, Attorneys at Law, for Southern california Edison Company; 
and William·L. Reed, Jeffrey Lee Guttero, and Randall W. 
Childress, Attorneys at Law, for San Diego Gas & Electric 
Company. 

Protestants: Herman Mulman, for Seniors for Political Action; 
Virginia Jarrow, for Consumer Coalition of California; Tim 
carpenter, for Alliance for Survival; and Edward Duncan and 
Ralph J. Gambina, for themselves. 

Interested Parties: John W. Witt, City Attorney, by William S. 
Shaffran, for City of San Diego; Allen R. Crown, Glen J. 
Sullivan, and Antone S. Bulich, Jr., Attorneys at Law, for 
california Fa~ Bureau Federation; Brobeck, ?hleger & narrison, by 
Gordon E. DaVis, William H. Booth, and Richard C. Harper, 
Attorneys at Law, for california Manufacturers Association; 
Downey~ Brand, Seymour & Rohwer, by ?hili~ A. Stohr, Attorney at 
Law, for General Motors Corporation, Otis M. Smith, General 
Counsel, and Julius Jay Hollis; Dan Syska, for Department of 
Water and Power, City of Los Angeles; Daniel E. Gibson and 
!vor E. Samson, Attorneys at Law, for Pacific Gas and Electric 
Company; Kathryn Burkett Dickson, Attorney at Law, for People 
for Utility Rate Retor:; Dian Grueneich, Attorney at Law, for 
California Energy CommiSSion; Michel Peter Florio, Robert 
Spertus, and Michael V. Mahoney, Attorneys at Law, and SylVia M. 
Siegel, for Toward Utility Rate Normalization; Jim Jacobson, for 
Community Energy Aetion Network; William Knecht, Attorney at 
Law, for California Association of Utility Shareholders; Harry K. 
Winters, for University of California; Mark Evanoff, for 
Friends of the Earth and People for Utility Rate Reform; and 
Charles MCClung

fi 
Jr., Attorney at Law, and William M. 

Marriott, for t emselves. 

Commission Star:-: Edward W. O'Neill and R1charc D. Rosenoerg, 
Attorneys at Law, and Kenneth K. Chew ane A. v. Ga~ee. 

(END OF APPENDIX A) 
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'A?P~1JIX B 

SA..~ DIEGO <;;AS & E~~IC COMPANY 
SONGS 2 AER Adjustment at Da~e 
of Comme=eial Ope=a~ion $(000) 

:COmmereiai operating : :: sales 1/: AEO.:< ldj _: 
: Da~e : Fuel Saved : 2% : (Gwhrs)- : (~/Kwhr): 

April. 1983 $ 36.169.9 $ 723.4 5. 584.8C .01295 
May 30.960.7 619.2 4,814.38- .01286-
June 25,721.5 514.4 4,063.64 .01266 
July 20,6S0.4 413.0 3,278.76 .01260 
Aug 15,411.2 308.2 2,494.90 :01235 
Sep 10,172.0 203.4 1,67~.90 .01211 
Oct, 1983 5,100.9 102.0 834.61 .01222 

NOV. 1, 1983 Next AER Revi~ Date 

EXaIll1)le: Asswe SONGS 2 is in Commercial opera:ion anytime 
during July 1983. Then the AER adjusaoen1: would be a 
reduction of 20.650.4 million dolla~s, or .01260¢/Khw: 
un~il the November 1, 1983 AER revision date. The 
decrease would be spread unifor=ly to all Kwhr Sales. 

11 Anticipated re~aining sales to November 1, 1983 

(E~~ OF A?PE~~!X B) 
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APPENDIX C 

SAN DIEGO GAS & ELECTRIC COMPANY 
ECAC ADJUSTMENT 

SDG&E sball file revised ECAC ta~iffs effective on the eate 
wben MAAC scbedules go into effect to reflect reauctions in ECAC 
rates for anticipate a annual energy savings of $61.7 :111ion from the 
commercial operation of SONGS 2 less the amount of savings recognized 
in the AER aajustment shown in Appendix B. 

Decreases to ECAC and AER shall be allocated to all 
applicable classes of service and to each schedule within each class 
on a uniform cents per kilowatt-hour basis. 

(END OF APPENDIX C) 
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J. 

APPENDIX':'D~: ' 
Pagel: '~ 

PRELIMIN ARY 'STATEMEN't:",,·-

, - PurJose. !he pur~e: 'of': .the- Maj.or Ad<ii:tions-:Ad'jus t:nen t 
Clause (MAAt is. to'~ ,r,efleet, in. ~ates.,_thr.ough ,app.lic,a.t..i~n:. O'f .the 
MajO'r Additions ·A~justXllentB1'l.·rillg· Fa'c'tO'r"O-tAABF)' a"tld: 't'lle" Anrlual 
Major ·Ad:d:i t.'ioos.: Rate,' :(:AM'Alt).,:: certain:' :eost.s: of. 'own1:n.g:~~,:operating, and. 
maintaining, (exe-lud.i.~g al:~ :costS" :-recO'vered:: -thrO'u~ ·.the-:Company' s 
Energy ~Co$.t: :Ad,jW5.tmen.t·ClallSe.~O'r~·throt1gh;:· .the-: "curren.tly_ :e~!'eet1 ve base 
rates) specified major plant additions (Sp-ee1:fi.ed ·Ma'j.or; 1I;dd1 tions) 
authO'rized fO'r inclusion in the MAAe by the· Calitorni,a, .~li¢, 
Utilities CommissiO'n (Commission). !he curren'tly 'author~zed· ',' 
Specifiecr.MajO'r~A<1d1t1on.s: cir'e, ·se.t: forth: in: ~Par~pb.· 3g. ...... :·: '!'he costs 
appl:tca'ble:tor' 'inelll$1on.in:the: ~C 'rO'r-. each: 'SpeeL~ed-: 'Major 
Addi tioo, ·w:tl,l: ,be;.recoverea: .t:l:trotrgll:' :the; .MKAC',;:unt1.1- l>a.s.e: :-rates 'l>ecome 
e fteeti ve' '"\oI'l:U:ch . include: ~.aJ;1· ':such, ~co.s ts-.:.~'::, At. :sucll: time', ':a.s':the MAAC 
prOVision is terml.nated, . any: ~acCil:lIl'1llated' :dH!'erenti-al:.,::in-::the Majo.r 
Addi tions,<'Adju3-'tment Acco.unt~: as: ;d.eser±~d'and ,ll1n±ted.' ".m Paragraph 
7, shall 'b-e transf'erred.'''to. :t'he'Energy' ~Cost: ,Adjus-w:nent ?Kcc'o.unt o.r such 
0' ther 'appro.priate ':'oalancing ',accoun t.: .> ,. . ": ',' : '", -,,~ ~" 

2: .:.Appl:r~abii1'tr: '" ,'!he' ~MAi.C<'p"rov~;i:ori ,a'pplieS:~t..6;c~ta1n r-ate 
schedules and. cer'taj.n spec!al c'oritrac.ts ·.:.su'bject·t~o, '~he:jurisc.iction 
of the Commissio.n. . '~""- - - " ~ '. 

3. Defini t.ions. . ,,' 

:, :a;, ~~Atlth.O'rization:Da-:;~~: .. .. ',.' .. ... , , . ....."'" ~ "- .,.,. ' .. 

, ' ..... ' - . 

..' .,. " ',' 

" . 

'," '!be"Atltb.o~:1:za't.ion .:Da teshall, be ~'tb.e 'da'te' on "which the 
, .. '::Comm1ss1on au:t.ho.r1'ze5. t.he 1ne:11l$;toll 'o,t '.a: ',<Speci!"ied Major 

-Addi tiO'n:'1n' the MAAC; ,: -. ., ,: .' ~~ ,,:: ::'"'::: :,: 

'0. Effective Date: . ~. 

The Efrective Date for"the'::rev1sed MAAC':rates shall be 
the--Revision:Date or ~such.'other-:'date',a:s' ,the ,:Commission 

.. , . may "author-ize;,;; , '::l'lle revised ,::MAAC~rates ":shall 'be applied. 
, "to sales~,ror:ser'Vic:e:rend.ered ,:on an<i .. :after'":'t.he Effect.ive 
. Date,:and":shall':cont1nue",ther-eafter:until: the next. such 
~ , MAAC'~ rates:-.oecome:'ef'feeti ve or~uIltil:, the .:MAAC is 

'terminated;.:.:": ."~.':.': ~~"~". '':"''.:: ,:.:<:' 
. ", . ~ ..... ~' .. 

• - • 0, _ '....... 'n' " >... ,. --
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c. 

APPENDIX 'Dc :. 
Page 2 

Forecast Perioct:: '~ ~":, ' 

The Forecast. Period !'.or. calculating .the."MAABF.. ,ane .,the 
AMAR shall be "tbe twelv.e-eal.e.nd.,ar:.::-mont.:i:.:pertod,.:.:...:.... ~.;:...::-.:.­

- ~ commencing. Wl. th .the-' Re'ti.s'ion. Date . ..: .,,::- " " ",~. :",:"..:.-
d.' ~ rraiehise;:' .FeeS:,ancf1rneolieeti'Ol·-e: '}(ccounts:~':--'~:~"~" .'.'~:. 

.. • , "" 'I ... _ .... ' ". " ,_ r\~ ..... ,~ .... ,_ • ' '' .. I 

':: .. ,:. 'Fra=neh:r.se·:'F~~';;; anct'~ii~-eolle~ti~ie~Aec~o~t.-~~ sh;ii :~'to.-e;.- .:': 
. ~ rate ·der-l;ved' -trom "the: :Com'PaJlY-.'s ..:lost: _~eeex:r.t: ':.genera:l :.r.aie~:-: 

',.: 'd'eci'sl,on. ,to' 'Pt"'Qv:ide~£or',1"ranchi;s~f, ~.re~:-:aIl:d:..:~co-~l:e·ct.io.le-::: 
. " . , :: - .. accounts ,.exper.t3e:-;..;., ' ,. ~ ... _" " ~, , "~~ ,':: :'.:..",' ,.;,::.':::' ": 

o ' 

" ,. 

',- ,,.. 

e:.,. ,- ~'t~r:es~t: ,~~t~ : .. ~ ,': :': 
........ "r' ........ • .. _" .-..... • ..... ""," _ •• 

...... ._ -' ',", .r " _~ ..... " ._ .... '. .,~~ ....... ", ..... ' .. ' _ ..... ..., • 

'" - "'. . ""~- ." ".. . ,,,, ,. .... ". 
.. '. ~.. ~ ", ... '", o ... " ,_ •• _", • .... 1 _ '-0.... ..... '" .' ___ ._ ..... ... 

',:" 1'h.e:.I::tteT'e$t~. ,Ra te sha-U .. b-e:J 1,1-2 O'!":the:, ,:mos t~ .:,rec-en:t_': , :' .. :<: 
": ,1ll01l.th'''~.;'lJ::tt"er-est rate ~:on:,Commereia:-l~ ,Paper:.:.( p-i!me.,:. :t.hr.:e.e- = .' 

1llon ths)- publi.3h:ed:1::t.. the-: -Zed.-er:al: ~.R~~e:r:.ve: ,St:a t:'l:S ti cal::' :':::- ' 
-: ,'Releaser' G..:-.t3 .. -·', Should: :'Publica:t"ion':.o~ ~t'he :±:l:terest ,:'::at.e ': 
: :on; "COmmercial.' P'a]:)er"~ (pr±me-; three ,mo.c:tlls'r,,:Oe :,;:: ~': ~ :.':: ',' -:- - .::­

." discon:t.1uued,;~ 1nterezt. ,:will sO' ~aee~e :a:t. :::t..b.~: ~~ te "O't. :- " :~~',', 
." :1.~/:r.2 :o~<:the .most: recettt~'.moXlth:':s:i:lter-e-st: ;rate- 011 ,'..:. .. <' 

Commercial Pa]:)er, which 1ll0·~t clO'sel"Y.'a·p:pl"¢Xima-tes-:the-, " ~ 
, ,~ate. _that ,was discontinued ,and which is ,published in the 
, .Fede~ax.Re·serve: 'Statistical' Reiease~.:.i.3;:"'-or"::'!:ts .,-,.. ,", " \ ' ..... ' .. - ~. ..... . . .,...... ,~, , . ",' ~'" " 

successor publ-i'cati'on~ . ,.... . .. '. ., .. -. '. ~.~' -:- ., : ." : .. :;:" " = ~.' ,': 
.. _ . ...- __ ,~~_._.'L_ ... "'- .' ....... '"" 

f. Revision Date: 
The Revision Date for- calcula t!.ng the .-:M-mF~ iirJ";'the: A.~~ 
shall b-e January 1 of each '·year.;. - '-App'11cat:t'ons 'f:o~ MAAC 

. ': .... ':-.,rate· revis:tons:::ca!eulated.·:::itt ::aC'cor-darlC'e::W'i,th the 
- .' ":., ;provi.s10n$·de.sc'~±'bec1, :'he~j;.c:-shall b-e .::1:11:e:d:cwi th t.he 

CoIll:XI1!.ssion at least. 90 days ','prior .,,:to.,,:the ~:ReYi\Sion 
Dat.e_ 

~ .',., "' _ ,.., . ". r.., +:~ 
, ... -,' \,.- -' ~ ... '" . - ......... 

g.SpeC1ri~c1 Maj.~~,Add~ t1on: ';:, ~: , ': '~:: " 
- .~ ... ': A ' Speciri~d. ,: Major :-Addition is :.an:-ad.d.±tion '., to the 

= Company"s ,.ElectriC'. Plant 1n::;Servi;ce<:oetween:-.general rate 
·:···'Proeeeding~ wnicl:t':}:las 'been -ao:thortzed ~.'!'or i:lclusion in 

. ~ the MAAe- by' tb.eo'Commission;c::For;'purposes:of calculating 
:' r-evl;sions. to·. the MAAC::,r-ates:1an<1 :·the'.,entries~to the Major­
Add1 tions Adjustment Account,. only··:-.those-::costs 
applicable for inclusion in the MAAC associate~ with the 
following Specified Major Addit.ions shall be includee: 



Specified 
Major Addition ,_ 

APPEN:DIXn- .. 
~ ?age ',3::. 

,~""'-_j.-:':'.J 

" ., ~ ,...: .No~i:l.v.est:nerit-: '': ~: :A~,verage 

Au thoriza tion Re la ted Expense',: .Ow:ie:"Shi:p~ '.': 
Da te Ra te ~/kWh " .. Rate <t/kWh 

-3an,-::o.n:Ofre-:' :,,~~::-~ .. '- ... :;:':""-'.~., .,.~, 
Nuclear 
Generating 
Station Unit 2 

~ ,'- ~ ~ '- . . : ;- ,: :- .... : •••• '-' ',.' >, ... 

, ~, . - .." , .. " ......... ··~i 

.-.. ~-.-" ........... --.-.-.-~-.--, . ,-... ~.--- ----- --....... - -- .. , -.'-.. ..".--'-.-~" 
, • ~ ~ -!"'o' ••• ~.... - '" :-

:. :': ~ ''':', r'. :~ :: ,-, ::;"4 ~ ~ '" .~ , ~ ._. ., :.' ., .. ' .~ -: : ,,~, :.!. ~: ..... '. " ......... , "'-. 

.. - _..... r ~ .~.. <,... - _': 
.' ..... ... .... ' '-0 _ ...... ~ .. '-< 

.1+ • Calculation o~ the ·:A.v.erag·e -Ownersht.p Rate.::·:: :·Inc!;i.udua:J.:. :,:"'.::< 
rates to .r:et:lect ce.rt.a1ncos.ts .. o,f ,~wning .eaCh.sPeei.fi.e.d. . ..!:1ajo,r 
addition "shall'be 'c'a~cula;ted"a:s 'author'-i'ze'd'oy 't1ie-Comm1s·sio'n·. !he 
Average· =Ownership: ':Rate' to·r' ~he-Satt ':Ouo.fre-~Nuclear. Gen.erating' Station 
Unit 2 .shall,.,o,e. "det.er,mined from rthe ~!:ol,lo~i,ngcalcula,tions: ~ 
......... ,.,.1,"\_,," ,_ .. , ..... _ ....... _ ...... ,~ ... ' ...... ' .. ''-'_'n>.- .' __ .... ' .. ' __ ...... _ •• -":"~'... .., .... Il,. __ M ._: 

a ... -. ~'I!:te authorized ann'UaJ: .. rev.enue: ::o!~:$ 1'&8-;,1.00,,:000. 
0·,: '~Ihe:·::am'ount.':i"U "a" :.sha::U'b-e:~all()¢ated: to-:;t.he sal-es 

~ :~"~u't>j ect to- _the: :cMA:AC ".e3tima ted~ . to- :~be- :sO'l-d' .:dttri:lg t.he 
: _ '. ',' ": :-Fo-reca3t, ,-Period , . .:b! ::d.:!;x.ec:t; ~p~po,r-t·10'.n :'.t<>. ct,he: t"'a tio 0 f 

generation ··for ::.sueil::sa:l-e.s, ~to.-:t()tal :.s~t.em:sales • 
. " c;. _ "!he amount, in: :..:"o,~::a~ve,.: . ..:1-ne~a'sed. .. '.to pr;o;v:i:de .~or 

" : FX'anehise Fees "and',,:U'ncolJ;ee:t:f;o-le·:A:c-counts,:--:.sb.all oe 
. d-.ivi<1:ed ':'oy::the ::sale.3 :.s.UOj~t> t-Q."the .:MAAC::es.,timated to be 

_" " _ ,sol,d .. during .the. Fo.r:e.cast .,Pe.r:,io,d.,.. . :!he r:e;s,ult shall ':>e 
", :the-Av:erage·~.Owner:sh!p. __ Rat~; "~~r~ssed, !:,l'l;~c:e.nts -pe~ 

kilowatt-hour,- 'as' :se.t, ::ro.r.th '.ill )~arag':r:aph' :3:g. 
oj- ~, ... •• .... .... •• ... ... ...; ~1' .... "'- ' •• ' ... '-. ~ •• _ ~.' .... ' I..... ....' ~ ~ '. 

At .. su.ch. times. _as ,.the ,C,ommi.ssio.n.author:ize,s .anyadjust:nents 
whieb. affect:the" amounts appli'cabl'e- ,for ~ !ncltIsion 'in ,:·th'e' Aver.age , 
Own~rshipJtate;, _ t'he, ,A ve~age :Owner:s,b:,±'ph~,~te':'S:hal~: "O:e, ~ ~py~o.?:t"';a"t'Ei;Y: ~,: : ' 
rev1~e~: ,:, ,,: _,' ~::: ':' ~.' ":;;:~::"; " ,: ~;: .~.? ,::.;~,~.::"~,~; ",:~ -, ~:~ ~ ::;;~::~;~ ~ ~,';; ~ ~:~:~ 

5·. :~. Calculation ~of ··the ~Balaneing ·Ra teo., :;::Th.e -:.Ba.laneing:::Rate ,),,:"",.,.';: 
shall oe ~ ea~cula tee. .·a~ ·-autho~ized. ,~,by :,t.he. "Co:nmissi-o-n..- '.;~!b.e ::eur~ell:t:;:::- :: 
Balancing. Rate ~is:: O~O 00 ~cert.ts.,;,per "'kilowat-t-hour.: ~: ~,--::-::: '~::.: ~~;:: '::'.:.>:,::.~ 

6. Major Additions Adjustment Billing Factor (MAABF). The::~ -::: 
MAABF~:shal:l be.:-the -sum ,of.:th.e .::Average",:Ownersb.ip :Ra't-e's .,·fOor _each. E 
Spec:rt'ied:::Ma.-.for-;~Ad.drtlob-,~·an.d. .:..the~~larle·£"n-g-Rate-:·:=:-Sucll-::.r~AABE';:: ",," . ':: 
e:cpressed:. in.:cents .r,per- .:Jdlowa tt-hour,. ~sha.ll 't>e ·appl,ied. . ,on ::-3: uni:o~..:-,~ 
cents-per-kilowatt-b.our oasis' to all sales su't>ject to the MAAC. ~e 
application of the MAABF to sales shall be as. set !"or-th on the 
applicable rate scaedule. 
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,,'.- .-:: ,,- ~ .. ... ".. .....: ' - .~ -- .., . " 

- . '" . !'he !-'.AASF1:"st.ed :'below have been 1 or are, in effect !'ot' the 
period1$' indicatee::-;·:·: ., > .: •• ,:: ••• ':" • •. .:,' .:':.:: ': ::-:" 

'. ' . ~.t"e"""'iv''.,;,::· '.'.' .. _, -. -_ ... _J:,... ,",'1; ...... ~" .. - , - , , • -,_., --Ma-j-o-r-·A<1<1ition;":A<1~j1i$tm~n.t:-': 
Date Billing Factor (~/kWh) ~ 

,..,. - i" - -' - . 

- ~ .... , "'" ,~ - - - ~ 
• _ I ..... " __ ....... '" -.J 

7. ~A or Additions Ad ustment Account. !he Company shall 
maintain a Major Addit_ons AdjuS~ment Account (Balancing Account). 
Entries to be made to this account at the end o!' each month will be 
deter:lined ,tronLthe _(On9!"i~~~~_*~o~;~-~~._~~;;.::.:: ;~:, . -

'. _. '- '. • ... ,' ,... ~,.. ~ ,- ... ,..., " ...... ." r. iO ,., .... ", _ " ,.. __ ...... ,... &.I,.. '_1 ,.., ~, ,. ,'" ...... _".... '''. 

a.: Depre'c'r~::ion, .expe:tls:e :a:s ·reco~t!ed ·.dur~:ng'.<;he -.:lotitn; .. :. " ~, . 
- •• ' •• '-0 _. '. • ... '" ,'_ • < • h .... ~ __ ,_ ~ _, ...... '., ,.. ~ _ ._.... _ -. ••• , • '.... ... _ .... __ ... ,. " J, 

-. b." ... ,'Plus::'~ Ad ,vaJ.orem:·:taxe~_as~c¢'rd'ed :-dur::ng ::the--....:noctil-.,.::, 
• " >-" • " ' r ~ .. ,. ... ", .... - .- ... "... .... ___ " ... '".. r" .. ~ ~ "" Y', r .-._' 

c .. ' ?!U3: -raxes ba~se'd' 'onincorJ1e, incIuding'-ap'propria'te' tax-
.. adjus't:ents ~ ::all :'3.3" :--eco!"ded <1ur~ ,,:t;b,.e' mo:ith .. ::, 

d. P'!us ~:- Ret:ur:l; ,-which .:.sha:l:l ''":>e otle-'t'We-l"'t'-:ll, ;o!' t.he !"'a te 0 f 
retur':J, .:aatho ri zed:' ;-by: :~!le :::COmmiuion tor ~ea¢ll Speci!'iec. 
Major<'Addi'e'ion :mul ti-,,?,l~ed ::oy :::'b.e·averag.e~depreciated. A 
rate :ba:,se;as :reeorde"d,:.dur1:::g"the 'month .. : ~. ., 

-e •. ' ~'LeS:s:: :1'b.e alloca.t..ion' ··o~tne:·'sum of·;.:":r"· tl::rough "d" to 
." '. resale :s.a.le~ .i'!l. ::~i·ree-t..·'jropo!"t.iori to -t.Ce~::"atio of 

,: .. :generation ,·tor resa.!:e -sal.es:-::to-:.tot.al.:sys.tem sales. 
-·r. .tes·s: :ihe a::i~utit. -:or ::reY;n~e ~bilied' ::d~:::~g :tlle :noath 

under.. the'-MAAEF, ~ieduced',to' .p~ov::C:e .:!or:_Fr~ancllise Fees 
'and 'Uncollectiole" Accouno;s ~.. '. '. - '" . 

, J .-. ,... - .... ... • ... .... ,........ _" 

. ~ . ~!t' the .ac¢ve' :calculat!:on"p'ro-C:uces:a posi:ti,ye :amount ... _. ~.' .. 
(undercollection),. :sucll'a..count .:~...l1. 'tie :deb!ted~,-::o-tbe'Balarieirig, ~,' ~ .. ; 
ACcowlt'in conjunction 'wi'tll the spee:U:ic -Major' Add:l:t'!.on ·as'app~~veC:,":. 
by the CommiSSion. Ii" the calculation produces a negative amoUnt~'" 
(overc¢'l!ect:r:on):~ : stic h' amOTJIrc. _wi,l!~o:e.:-ere(j,i_t':ed":-:'t.o~t:h.e .. .:~.ba::,a:.n~ing:: " . 
account: ' •. I:J.ter-'est "w1:ll ·a¢¢rue- ··m.ontl:ll.y::to' :'tlle ·'Ea!ane:!:llg.:.Account by:~' ;,::;: 
app lying the Inter-est· Rate -to ~the -average :-of:: t~e: begi:ln!:ng:-anc . enC:ing 
balance_ ,.... .' , ... :: :: ,_" ._ _ '" .. ," _. _ ,""' 

8 ~".: ~leu!-itiOn<Of.'the·AVerage::~foI2.~es-£~·~~t:.R~5-tec( E!?ecse2.: .,:.1 
Ra tee Ind:!.~/idua.l; ,.ra~es: to re!'lect;certa:!.~.",;t!.xed- costs -:assoc!:ated:': .:::. 
With ~ each Specified. Major Addition ~sha::l :'c>e ':ca:'ctllated. ·"as.'authorizeo., 

, r· ~ ... { .• __ .. 

• • ," ',' , ..... : "'" ...,..".- _ .... ," .~ ,. ro' .... " 
., .... ~,..... ..~', ........ --. ..... . 

, ... " ... ,~ , .- ~," ,." - ." 
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by the Commission. !he Average No~investment-Related Expense Rate 
tor the San Onofre Nuclear Generating Station Unit 2 shall be 
determined from the follOwing calculations: 

a. !he authorized annual revenue ot $38,200,000. 
b. !he amount in ~a" sahll be allocated to the sales 

subject to the MAAC estimated to be sold during the 
Forecast Period in direct proportion to the ratio of 
generation for such sales to total system sales. 

c. The amount in "bff above, increased to provide ~or 
Franchise Fee~ and Uncollectible Accounts, shall be 
divided by the sales subject to the MAAC estimated to be 
sold during the Forecast Period. The result shall be 
the Average Noninvestment-Related Expense Rate. 
expressed in cents per ~lowatt-hour, as set torth in 
Paragraph. 3g 

9. Annual Major Additions Rate (AMAR).. The AMAR shall be the 
sum of the 'Average-Noninvestment-Related Expense Rates for each 
Speci~ied Major Addition. Such AMAR, eY.pressed in cents per kilowatt­
hour, shall be applied on a uniform cents-per-kilowatt-hour basis to 
all sales' subject to the MAAC. !he application of the AMAR to sales 
shall be as set forth on the applicable rate schedule. 

!he A.~AR listed below ha~le been t or are, in effect ~or- the 
periods ineieated: 

E~~ective 
Date 

Annual Major 
Additions Rate 

(e/kATh) 

(END 0: APPENDIX D) 
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APPENDIX E 

RATES 

Dese!"iption Revenue Ine~ease Sales Rate 
($Million) (MillionkWh) Cilkih) 

SoCallEdison 
Iotal 206 .. 9 
Noni:lvestment ~ 54,137 0.071 

Balanee 1 .7 54,137 0.311 

SDG&E 
Iotal 61.7 
Noninvestment 10.7 9:841 0 .. 109 

Bala:lee !'f:O 9,841 0.,18 

(END OF APPENDIX E) 
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~ CO~V.!SS!O~ER LEO~ARD M. GR!KES, JR., C~ncurring: 

I conc~r wi~h t~e decision ~oeay C~ 0n ~lt~rn~~i7c r~tc~aking 

trc~~mcnt for San Onofre ~~uclcar Generating Station Unit 2. Our 
decision to adopt a tArget capacity fActor mechanism tor this unit, and 
to cvah:.ate other altern.::.tivc =atcmaking tre&.trr:cnts i:: Phase lB of this 
?rocceei::g, represents a continu~ 0= our poli~l towards risk-sharing 
Qrnong utility ra~epay~rs and shareholders. We pclieve that this poli~J 
will provide long-run benefits to all p~rtics in the fo~ of ~ore 
cificient use of resources, lowest possible cost 0: power to the ene­
user, and a more diversified resource b~se. 

Over the la.st few yC.:lrs I thl? Co;:" .. -nissior. h.:l.g appliec. a variety 
of risk-sharing ra~e~aking ~ech~nisms across a bro~d range of energy 
technologies. ~ccision 93363 aeoptee a ?l~nt ?er:ormancc incentive 
proceci;:.rc for Edisor.· s :~ohave and Fou::: Corners coal pl<:l.nts, "N:-... ich 
sc::ves to zh.;Lrc the risk anc, .:lssociated costs or benefits of pla:l.t 
perfo~~ncc among r~tepQyers and sh<:l.reholder~o : might add ~hat the 
effects of this incc:'ltiv~ to da-:e has :"ccr. positive on SCZ's cash flo'No 

:n DeCision 82-10-049, avoided ccs~ ratcmaki~q tredtment 
~as ~do?~cc for Edi~o::'s Seber geothcr~~l plant ~n oreer ~o ~l:ocatc 
the potcnti.J.l :isi< of. th.is plant being more (0:: benef.its of it being 
less) cx?enzive t~an availatle alternativ~s. :n ~ecisicn 82-01-103, 
:hc Co~~ission ordered utilities to file St<:l.nCard Offers to qualifying, 
small power pro~~c~rs, which wo~ld incl~de !ix~d ~voidcd costs 
?ayments. This decision recognizes the apprv?riatcness 0: ~isk­
s~dring b~~wcen r~~e?~yers anc s~all power producers, w~er~ there 
exist ccrt~in :in~ncial a~c econor.~c uncertainties. Xore rec~ntly, 
~n Decision 83-08-048, we incre~sec the por~ion of each ~tility'z 
~U~~ eog~s :ro~ t~e ECAC balancing acco~n~ mechanis~, wh~reby r~tc­
p~ycrs wo~le no longer be a :~ll risk for all f~el price variations. 

Ou~ ciecisio~ toeay recognizes the ongoi~g need 0: ~his 
Co~~iszion to develop and i~plementl wncre .:lppropriate, ir.nov~tivc 
risk-shnring a.ltcr:'J.Zltives to ~raeitional cOst-o:-ser"licc rate:n.::.king. 



We have anc will cor.tinue to exercise caution in ~onitoring these 
ch~ngcs, however, caution canno~ be just talk, but movement, albeit 
in small increment~l stcpc. Today's action is a step that is also 
a"l "")'f:irrn.ltion of faith" th.:lt the company's thirteen year old 
cisc~ssion with the conc~rrancc 0= this Co~~ission, is and will 
contin~e ~ benefit to California and th~ el~ctric utility ratcpay~rs. 
:t is also a recognition that this plant's cost (as with every other 
on~ like i~ in the country) impacts ratepayers a great deal more 
than anyone could foresee. 

San Francisco, Califo:nia 
Se?~e~er 7, 1983 
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VICTOR CALVO, Co~~iszioner, cissen~ing in part: 

: cis~ent from ~hat portion of the decision which 
authorizes ~n interim annu~l revenue requirement of $206 

million which is offset in full by t~e projec~cd ar~ual fuel 

cost r~duc~ion for SO~GS 2. Edison initially had requestec, 

and the ~~~inistrativc Law Judge (ALJ) ~ad ~uthorized, a 

revenue increase of S3~O million, which I b~lieve is a more 

realistic revenue requir~~cn~ tor several reasons. 

First, by au~~orizing a smaller revenue rc~uirement 

~or SO~GS 2 today, we arc simply delaying the collec~ion of ~t 
least twice that ~~ount on an annual basis at some point in 

the ncar future. Meanwhile, interest ~t the utility's au~~orizcc 

rate of return will ~ccruc on the deferred amount which will 

only serve to further increase the burden ultimately borne by 
the ratepayer. 

Second, if the Commission were to authorize a larger 
revenue increase for SONGS 2 today, it could offset this increase 

by the overcollections which had accrued in Edison's ECAC 

balancing account. ~~ile the accrual of overcollections was 
never eesignee to function specifically ~s a cushion to ~often 
the i=.pac~ 0: the revenue inc~e~ze due to SONGS 2, the fact is 

that it can so function. It is unlikely that a similar cushion 
will exist at some later point in time when the deferred revenue 

rcquire~ent for SO~GS 2 is ultimately recovered ~rom the rate­
payer_ 

Thirdly, it is important to realize that revenue 

increases due to SONGS 2 arc simply the first in a line of 
increases due to large plant additions that will be before uz. 
SONGS 3 and Palo Verde ~re fact on ~~e ~eels of SONGS 2 and 

will lead to large rev~nue increases as well. Deferral of the 

SONGS 2 revenue increase will simply compound the upward eff~t 

on rates due to these other plan~ additions. 

-1-
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All of ~hesc ~~azo~s compel ~c to conclude tha~ ~he 

Co~~ission should be taking all reasonable measures to case 
the ra~e shocks which will be facing the Edison ratepayer in 
~hc next year or so. I~ ~y view, authorization 0: a larger 
revenue requir~cnt for SO~GS 2 a~ this ti~c would be a sm~ll 

bu~ important measure in that direction. 

VIC~OR CALVO, Commissioner 

September 7, 1983 
San Francisco, Co1ifornia 
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4It a' PRISCILLA C. G~h, Com~issioner, Dissenting in p~rt: 

I concur with the decision except on the majorityts dis­
cu~sion of com~erci~l operating criteri~. The criteria estab-. 
1ished by the Commission in Decision 82-09-111 for determining 
the onset of commerci~l oper~tion of SONGS 2 were intended to 
provide assur~nce that plant construction would be complete 
oefore ratep~yers were required to begin paying Edison and SDG&E 
a continuous rate of return on ?lant investment. !n the period 

prior to commercial operation, the Commission prOvided that the 
utilities would"earn avoided cost for all electricity generated 
by the plant as it was turned ona~d off and achieved various 
levels of operation during testing ~nd finiShing. 

Edison had proposed that the Co~~is$ion adopt AU9ust 15, 1982 

as the commercial operating date since on that date Edison expected 
SONGS 2 to have completed all it~ 20% power tests and to h~ve begun 
the 50~ test power stage. Edison later proposed adoption of 
November S, 1982, when testing at the 50% level was expected to 
be complete. 

~he Commis~on staff argued/however, that the plant should be 
considered to be in a testing ph~se during the entire power ascen­
sion schedule, ~nd that cynchroniz~tion of the plant a~d initial 
deliveries of power to the utility grid should not be considered 
by the Commission to be the onset of commercial oper~tion. 

Staff initially proposc? that the onset of commercial opera­
tion be recognized when power generation was resumed ~fter comple­
tion of a turbine bearing inspection following the stCum system 
warranty run (Exhibit 15, p.S-KPC). When Edisonts attorney ~sked 
staff "would you still make the rcco~~cndation if the company did 
not shut the unit down and conduct a turbine and be~ring inspection 
at the end of the warranty run," (Transcript VOl. 5 p. 636), staff 

indicated it would revise its position to move the commercial 
operating date earlier to the time the =team supply system warranty 
requirement~ wcrccompleteo. 

; . 

-1-



At th~ oral argument, Edison stated that the completion of 

the 200-hour w~rranty run at the 100~ power level was too rigid 

~ criterion, and requested th~t the Commission ~dopt operation 
ut the 80~ power level for 100 houre uS the criterion. 

ALJ Tomita's ruling on the Commercial Operating Date, later 

ratified by the Com~ission in a Minute Order on July 27, 1982 and 

by Decision 82-09-111, stateS: 

"the 200-hour warranty tests are required by both 
Edison and its vendors to assure that the facilitv 
is in ~ finished state".(Emph~sis added) • 
(A.82-02-40, A.~2-03-63, Administrative Law Judgc's 
Ruling on Reschcduling Hearings, June 14, 1982, 
mimeo, at 12) 

The warrantv contr~ct between Edison and Combustion Engineer-.. ~ 

ing assures a "finished ~tate" because Paragra?h 19.2.2.1 of the 
contract (Exhibit 16) requires Combustion Engineering to "correct 
either by adjustment, modification, repair or replacement, at its 

option ~nd expense, all defects in design, workm~nship and ~atcrials" 

prior to plant acceptance by Edison. Acceptance under the contract 
is to occur upon the succezsful completion or a monitored, continuous 

200-hour thermal output warranty run, to be conducted, according 

to the contract, at a time "agreed upon by the Company and Combus­

tion." The run is to be performed "in accordance with the standards 

set forth in AS:'.E PQwer Test Code 32.1 or equiv~lent standards" - . 
and "all major parameters necessary to determine the actual thermal 

output shall be measured during the Acceptance Tests." 
My concern about the majority's decision today is that it 

will create a time gap between the onset of commercial operation, 

as defined by the Cornrnissio~, and Edison's later acceptance of 
the finished unit under the contract warranty provision. We could 

thuz conceivably have a situation in which the plant would have 
to be taken out of operation while Combustion Engineering performs 
modifications which might be necessary prior to Edison'S warranty 
acceptance. In such a circumstance, the pl~nt would be officially 

in commercial operation, earning a continuous full return from 

ratepayers, yet be shut down for finishing prior to acceptance 

from the vendor under the warranty contract. 
The majority today inserted language suggesting that commercial , . 

operating criteriQ for SONGS Unit 3 ane other nuclear units might 
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be further relaxed in future proceeding~ (mimco, page 65.) 
In my opinion, the criteria we adopted for SONGS 2 in Decision 
82-09-111 were sound, even though they have been vigorously 
opposed by Edison throughout these p"receedings. Furthermore, 
in 0.82-09-111, this Co~~ission provided Edison an opportunity 
to return to the Commies ion to request an exception to meeting 
such criteria if ~uclear Regulatory Commission requirements 
"or other technical restraints" would make Edison "unable to 
meet any of these criteria." (D.82-09-111, mime-o, Page 3) 
Edison did not choos~ to do this. I have yet to see evidence 
on the record that woule war runt changing the criteria adopted 
for SONGS 2. I reserve judgment with regard to appropriate 
commercial operating criteria for SONGS 3 and other nuclear units 
until relevant f~cts pertaining to thoze plants are developed on 
an evidentiary record. 

September 7, 1983 
San Francisco, CaliforniD .. 

. . 
-3-


