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Decision Septeadber T, 1683
BEZFORE TEZ PUBLIC UTILITIES COMMISSION QF TEE §-

In the Mastvter of the Application of )
Southera California Edisoz Company
for authority vo establiskh a zmajor
additions adjustment clause, 10
implement a major additions adjust=~
ment Dilling factor aznd aa anzual
aajor additions rate to recover the
costs of owning, operating, and
maintaining San Onofre Nuclear
Gezerating Station Tnit No. 2.

Applicazidn 8§2-02-49
(Filed Tedbruary 18, 1¢82;
amended Decemder 1, 1832)

In the Matter of the Application

San Diego Gas & Zlectric Company

acd a major additions adjustment
¢lause (MAAC) to its electri

tariffs, to adjuss its elecstric rates
in accordance therewith upon
operation ofF Saz Onofre Nucelear
Generating Station Unis 2, and o
mOdify its energy cost adjustzent
clause (ZCAC) rates. '

Applicasion 22-03-53
Tiled Marenr 18, 1982)
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Appearazces are listed in Appendix A.)
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L e o Tk

On ~ebrua*y 18 1982 Sou “ o f¢rnia ud so“_Céibéli
(ad*son) filed an appli on..o* au rit to est ab a, Mado*
Additions. Adjustmen* Clause (YAAC) and ‘mp*emen: a. Majo Add

o ™ o e P

Adjusvment Billing Vacvor (™ AAB“>“With an a.:1:I. ial rate o’ 0. 071 cents
per xilowatt-hour (&/kWa) and az Annua’ %ajé* AdC ‘“‘ons,r te (AMAR)

- LA -

S -

o oy

w;th an initial rate of O 501 ¢/xWh to "ecove" bo h. uhe cosls of
owp ing 75’ c’ Sa“ Onofre Vuc;ea* Ge e*a ing Sta on (SOWGS) Uu-. 2 ’
as well as *e’a ed ope-a ng expenses._: te app oa a;so -

-~
-

*eques,ed auuho ty T0 adincommmeiiand *ho ne*'-ne gy Cosv Adj tmé

Clause (BCAC) *a.es ; ‘ o <n AnC *a es._ "he ‘.w-,i‘

applicatio . was ameg o \:'emov:r 2g the proiosed":“",

offset ofﬁzCAQ‘ra 1c-ng account ea.me € ; 

of invesiment-re] ton and maintenance. |

(0&M) expenses t Aatw}h9_93¢3§§3—-8 N

cont e“enée Jo ? a**‘lﬁ o
,a—wuﬂr‘

‘ &“) led i .
compa@iqu&ébihl SOVGS 2 od %a*ca 18,

1982. SbG&; ia f\ ity to add'é'JAAC el aLSA;,

o 1ts electric tar < *a.és ia. acco*dancé .
with increases author: = o..SONGS 2, and to *educe .

-

its ZCAC and Ann ua-'Ene*gy“h“u-,.aax)’. tes By a cor Aespondi,g

amount. SDG&-,.unlike Edison, Qid 20t amend s appl on aid
he*e’ore is sti lﬂfequest;ag'a"Feduct_o* in "CAC and A:R ra,es - equal
to the increase iz azy rates aut! zed unde,‘%AAC. : ’ )

-~ - -

- -y

-

v
e
C e

-

_ﬁ,w,?he above positions we*e subseque ly *ev‘sed ‘*_pa*“'§
the qQIy115, n983 o"a_ a"étmé* ‘.h‘~,. T "u“ff:" .




- The decision adopts a nodified-version- of the target - -~ .
capacity proposal of the: staflf aad calls: for further study off certain-”
other ratemaking alternatives ralsed by stafl..- - .- .. --0 =

Changes authorized.in this-decision willigo izto effect .
when the commercial-operating date {COD)-criteria previously,set
forth dy this- Commission- have beenw BeL.-w- .7 L - raosses e

P T (RN

- The- decision. also requires that. AER-and- =~CAC rates fov ..--
Edison and SDGEE be. reduced. bdy--the: any icipated energy :saviags which.:
will result from the commercial operation of SONGS. 2. -For. SDG&B;;be;;~
combined reduction iz AER and ECAC. rates will amount to $61.7
zillion. A c¢oncurrent “ec*s*op for Tdisonlalss ;provides
for similar reductic A tes fon anticipatedi el
saviags of approx’; \be triggered on-the
commercial opera of-this' decision caz bde
sunmarized as ¢ SAnmevaT <

TR LT

,:IIL' soxcs 2 Backg.cuﬁd

- - Vb e s w e ow sl

SOVGS 2 and 3 are- .wo—T,.OO MWe  zuclear- power planVSwa
located in San Diego County south of the City of San Clexeate,
California, adjaceat to the ~SONGS~ T sttes SONGS 2 and 3 were
consuructed'as-a-sing“evp*ojec*~and'sha*e‘cé“éfi'é&ﬁﬁd¥“*dé*lizies.
Other common Facilities are shared between SONGS 2-a“d 3 a*d ‘SONGS" 4

470d”3anuary 27, 1977, Ed<sorn anzounced Tan t& des.g*,
construct, and operate SONGS 2 and 3. Orn Ju;ers*-TQTO'--aibdu’1'5
SDGLE filed Application 52045 béfdb« this Comm*ss‘on *oquesv_“g a-'fi‘
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PEASELALINTERTM OPINTON - -
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pﬁ_-ebrua «8 1982 Sontiebni( li‘orﬁ 2. udiso~ Company

¢

-~ A

(Ed son -_ ed an applica:ion.ﬁo* au*no*“ _uo esvab sh a Kado* .

ot e W v e e

Add*t‘ons Adjustmen* C’ause (NAAC), and .mp-enen: a. ajc ndditio"s

O A PN,

Adjusume Billing Vac o" (™ AAB ) with az initi ;‘*a* _of 0. 071

per kilowattohour (e/kWR) and az Au“ual ajé*’Ad i:ions_?a e (A A?)f‘\

with aa inivial rate of 0.591 ¢/AWh o Pvecc:ve“ bo.n : e ccs s of
owaing 75}_§f,8§; ofre Vuc-ea. Gene*atiag Sta on (SOWGS) nit
as well as‘éé*m*ed_ppe:a ing expenses. \.»e app-icabio* alse

+

C’ause (?CAC) rates o eqﬁéii:h zerease in MAAC rat es.H The

L~

TLTY HENS

applica on was amended on Decembe* }, 7982 removing e proposed

) SR

Aol Batel

reques,ed auvho ty\:ﬁ'égjusv dow'wa*d :ze ne '-ne-gy Cos* Adj vze

zts, .

I

~

~ — e e e

offset of E CAC *a,es. It also requests. ba-anc’ng aﬁccu'z eaume:trw_

of ‘*vesumenu—re-a ted costs as well as operation and maizt ena“ce ;WN

- - - e

(0&M) expenses to recogaize the agreenent zace a“w°~e presearin
confe*ence o pbase ze p"oceed ngs imto two. pa e e s
San D ego Gas & 3 pc;rib;Company \SDG& ) fil ivs

companion appli ion ’o"‘i 3'202; e"esv ;a_SOWGs 2 on %a*cn ‘8

1982,,_SDG§5,;, its appllcasion seexs authority to add a MAAC el aus

‘_.,,._,,

[
.*‘.

¢t

to its eleetric ariffs, o ad‘us its. e*ectri \ra:epﬂ-n acco-dance )

with inéreéseswéu orized up@a qpe*a on 3 SONGS 2 a“d r@duée

”»

its ECAC 2ad Asnual Smergy Zaze (AZR) rates by a co*—espo*d
amouns., SDG&E,Aun*" Ed‘son, did not amend Its application 'd

'

-, -

FAEREN
- -

e
.,

- 2

vhe*efore ,s sti~; .eques:iag a *educ* on iz EC C a'd A_P aves equa-_

Lo f’

the _ac ease in any © es aut or zed under ngAG.A“

-

The above posi:: ns were st Qsequ‘g;l *ev‘sed :: pa T a.f

the uu‘j AS,H:983 o-a- a'gume“w._
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II. Summawv of DQC¢SLOQ

This decision author*:es,ad_son'ang-SDG&E to establish a
MAAC procedure Pt} -eflec he cost o‘ own,“ » operas ag, and

-

aal 1ua*n‘ng SOVGS 2 for *“ r‘*espec vef?S OS%‘a & 20% inue*es ia

e

-
_,._..‘._.. -

the .acil*t es. Witbout *hg prov s-ons 6f AAC‘f the earu ngs of <~

L

2dL sdn and SDG&““w 1 expe ience a subsvan dec;;né ane .hé ;lan*"
attal “s fu’l c:cn‘:uzze"'c:..afr ope*at on an d A’Iowance ~o* ?u ds USed Du-f*
Constru ion (AFUDC) cau no onge* bo acc*ued. T ' )

PPN AR

S -,
- -

”he decﬁsion au*horizes ’or ?dﬁsoa an -p.er-m ?hase &
-nc*ease of $206 9 m;llicn. 38 2 m l_on o

.-

he .nv b m -nc*ease'
for non-nves en.-"e-aved expe ;es and s no. subjnc o balanc‘nguh

account’ trea sment. ”he "ema-n;ng $158., 7 nillion covn*s **ves mnn;:”*

- s omem v-.,_

re’aued cos s and s sub‘ A o bal anc g account trea zendy “o al ow“

LRI Y e

for aﬂy addustment 'ound »ecessa*y ne Comm_ss;on s clz_ cave SEeet

V
tem e s

deel on in Pnase 2 on vhe “@asonab _ess ot ‘he *avesvm e X g
SONGS 2. e - - ST . LA e . [ DA R

- [T & S
- o e e

v s

PO N,

-~ - ~

. The decist on adopvs Spg&a s *Péompenda:ion ,p a;loca*e_t“e“

cost of common plant’ equal 1y between’ he Two_uni *avner Thazr T

e .

allocating .ota’ p*ojec cos:s on a 6Q,¥0 bas_s wh‘ch ch;*ggs :a,’ZI._Hw

comzor p-an*'cos,s o Un 2. S e~ vonue *equ‘*eme*“ 'é: ‘ng .of

re.u*n on "vesvmen ) come vaxes, dep-ec on, and p*oph' y taxns'

'-’f‘l' ,-~»- -"-s-r.-'

for SOVGS 2 wil v a0t e def ni: 1y Aﬂowh" ' he Pnd o’ Vhase 2
such reve ue *equirem#nv w 1 be s"b*ec. o bal a c_ng account

u.eavmenu."” o ’ ' T AP e

-~ - - - o~

-~ LR

‘ I“e dec*s oz at :hor*ze; fo* SDG&d a nte m P*ase'? e _
.nc*ea°e oL °61 7 million. $10.;'m on o’ he’_nc*ease *elates *o -

- . . -
~ - MAed oy

aoninvestzent-related “xpenses and is 309 subjec x:3 ba a“c e
account treatest. Th remafning $51.0 z:llion cove”s‘-nves,men

s . e

related costs and is sublect to bal anc*ng‘accoun. sredtment “and’

Ub-
any adjustaents found necessary in the Cozmission's ultimate dec-s-on
in Phase 2.
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The decision adopts a modified-version  of the:target. - -~.-
capacity proposal of the: staff aad calls: for further ssudy off certain-’
other ratemaking alteranatives raised by stall..- ~- .- .. - s

Changes authorized: in this- decision willigolinto effect:
when the commercial-operating date {COD)-criteria: previously.ses
forth by this Commission- have beenrmet.-. - =. 772 .= oo sen onms

The decision. also requires that AER and ECAC rates for. mon
2dison and SDGEE be reduced.by-the anticipated energy savings which-- -
will result from the commercial operation of SONGS.2. -For SDGEE-the.- -
combined reduction in AER azd ECAC- rates will amount %o $61.7
million. A concurrent interim TCAC . decisiorn for Sdiscnlalso:provides
for similar reductions iz AER<and ZCAC rates for anticipatedifuel
savings of approximately $20579-£illion to be triggered on-the
commercial operation of SONGS 2.- The impact of this'decision can be

e

summarized as follows: . Dmes b

MAAC © “AER/ECAC =~ Nex © :
Increase- - Decrease- - Inerease . . .-

SRR oo (Ia millions of-dollars)
- Bddsonm- ;- $206.9%  ~8206.9- - s 0
- SDG&E- Lo 8 1T v 61 N

There will be-no nett *ate~;mpact“”

.J:I:;, sovas 2 Back *ou“c'"“

ol

SOVGS 2 and 3 are- two-1, 100 MWe lear power planvs~-~
located in San Diego County sout:k of the C Ty of San Clemente
California, adjacest to the SONGS T stieSONGS 2 and 3 were
constructed as a single p*ojec“ ane sha*e certain common facilities.
Other common facilities are shared betiween SONGS 2 Znd '3 and SONGS ™

- 0w Jaauawy 27, 1970, Edison anzounced (s blan o des,g*~~
construé’”"&nd‘dﬁé*a:éfSONGS”2“an&‘3f Oz July 15,7 1970 - Seisor and
SDG&E i ed Appl oh;Séod5 besore this Conm‘ss-o .édtés Tagia 7

Fow e .
PR - - oA e -




A.82-02-40, A.82-03-63 ALJ/vel/Jt -

Certificate of Pudblic’ Convenience and Vecessity for- SONGS 2 and 3.

On" Marex 9,7 1977, the' Comzission issued Decision™ (D.) 78Mf0th*chVFiﬂ”

authorized issuance of the regquested- certificate’ for SONGS 2 aad 3. - °°
Construction of SONGS 2 and 3 began in’ March MQTW. .. = 57 "0

-When: SONGS™ 2 and® 3 were . int ial 1y" authorized,” Edison owned -

80% of the project and SDGE owned 20% of ‘the project . -In the - il

intervening time, Edison has sold” ¥.95% of the- ownership” £o'the
Cities of Anahein and Riverside.-  The ownershi p‘o- SONGS: “2- and 3 *s
now ¢ivided as” follews: ~- "7 7 T urtoooo crro mr mend
T B "°e*éé”t <
Jeility. - . o - Qwaershi
Bedsom . .. .o 75,050
SDGXE -« ow o e ;‘_:,:.:2.0-0_0;*:;"-
1ty of. Azaheim. . . .- 3.16--
ity of Riverside 1.79

- Edison has acted and continues $o act as project manager of the SONGS
2 and 3 project on behalf of itself:-and the other owzers ia the
design, construction, operation,. and maintenance of SONGS 2 and 3.

Applicants (Edison” and SDG&E)- received an operatiag license
from the Nuclear Regulatory Commission (NRC) on' Fedbruary:16,: 1082
whieh authorized applicants %0 load nuclear fuel into the SONGS 2
reactor, and commence low-power testing.ol. SONGS 2. -Or Septemder 7,
1982 the full-power operating license was recelved from the NRC,
whickh license authorizes appttcants"uo ope“ate SONGS 2 at full rated
power afier the *ow-powe* tesuing is completed, I oo G Lhll

IV.”'°rocedura’ Backg;ound

Subsequenr ;~-e.£iling of. th ‘*wo.apvlica o“s,;;:fx ~ -

prehear*ng conference was held om April 16, 1982 for the-purpese o*-:~
establ_sh;ng a,,gg;iag-schedule\anduto«resoxve any other proble

that, i view .0 f,f“e co*;ezpla.ed Augus .5, 1982-co e*c_a’ R
operating date for SONGS 2, hearings on these matters de bifurcaued

-.-5,-‘

-~ -
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- - [T P, - S

to enable the staff to .\ unde 33?;?§d;¢°¢33 te t e. meogooary stud .
for a project o;,th-o,magm;;mde<amo-importamoo,;if§e¢§ -.-proposeo .

PR

that the first phase de limited to procedural issues relating to.the. -
adoption o:ﬂa MAAC with t“e issue o- a_ COD as a p*e mina*y Datter

P

and. the second. phaso to be devoted o the p*udenoy o’fvho;;mvosxmem;: :
and *elated oos issues. "

. . . -
. - . s - - ceaa P

S PR PRI VR

It wao aé eed ét'the prehearimg con-e*ence vha" .Vo-phase .

N

approach would be adopted w‘tb hear ngs on e COD issue,to commence.

_'»u.-‘. [

on May 2%, 1982 and other °hase 1 *ssues beginnmng on June,1 1982._;3
Although md som agr eed vhat .he *wo appl ons 3hou_d be nea*d on 2

PRI -

consolzdated *eoo“d, it requesved a sepa*a e dec_s.om ’or each

[N

Cave

applica on. -d son, expressed conoern tha should vhe*e oe a. -

..-.-. x-« -

chall enge to the decision *e ating vo one, company, e Lm avolved

e -

company may fi:d i s order p*evenoed from becom fin because

.-vu..-... -.4"‘-b

there is only one deciaion. "dh*le the Adm~ strative oaw uudgo (Amij

e - . e e [V

in;tially ag*eed to issue sepapmte decis-oms, vhe neari ng process .
proved that the matte*s are so closely inte**wimed tha he
development of sepa*aoe deoisions would be dup ve and';im

consum-ng. )

e AT s ~ -
PP - ..

At vhe concmus on of the app cants' d s.a’“ aow gs om ,

- e - T W

COD, the s.af¢ made a mo on *equesting ,am -moe m order b@. ssmed

D I O e [ R

on the appropr ate definition of COD Ihe sua” "easoned ,ha, should

SR

the Commission adopt t erocommended defimi om o’ CbD Lrthe*p

Com e e hh-n»

hearings on othe* °hase 1 ,ssues could be pos poned unt ,he pla

W IR B

has oompleted most of s ,es*ﬁng. ”ea ngs on *“e COD ssue were . .

concluded on June 1 1982 subject,oo ,he ling o‘ concur*env driels
on June 8, 1982. o N u:; CT

On oune 14 1982 ohe AmJ “ssmed a mmi mg,, 3 eié”
comeurrence of the assigaed Commisst omer, adepting ohe s;é
reconmendation that COD be defined as occurring when all iaiti al
start-up tests and the warranty run have been completed. The ALJ's
ruling 2lso canceled the hearings set for June 17, 1982 and scheduled
a second prehearing conference on October 12, 19882. The ralizng was

- -

PARE
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affiraed by tne Commission 2y Minute Order c¢at ed Ju_y 21, 1932. It

was '“rzner nocmf f;estQBQflo‘;é son's Petition Tor Reneariﬁg -7
anc Mod:i icatzon -3 D.82-09~ 111, dazed” Sep.ember 12' 1982 20" ~nclude
nc‘“gs of Faet and Conclusioas- of Law. -Tde cnowondoromt N

o .

The secondlbrenear jol-4 confe*ence was neLd” on Oc.Obe. 12"”‘““
1982, "Hearings on otber Phase’ 1% issues were scneduléd toié5mmenée on
January 17, 1983. adzson s revised exhibit were ‘seheculed vo e~ o
distriduted on’ December 1, 1982 and" sta*f‘*ev-sec exh*b*ts So ve

- el " e

d;szrzbuied before" Decembe* 25, 1982. ?ubL c witness hear;ngs we;e
schequlec for January 13,1983  in- San D-ebo are” on’ January 14, 105

.L»" o ey o

Los Angeles. ?vzcenc-arj near-ngs on” Pnase 7”_ssués commenced on "

qﬁo\p ------ -~

Jaauwary 17, 196; iz San ancisco anc were subm:t:ec on” Apr;l 6’“7963 )

AAAAA

afver 25 aays’ of aeariags’ upon rece;pv of coneur »*‘Bpen 2§ R s—~w¥
due oz May 13, 1983‘anc concur"env“ epAy br*efs cue %ay 23,“,983;

o

[

(These cates xnc ude 'ﬂe seven days’ extens*on for f:ling of br;e‘s i

. P

"equescec by Tae stafe. COncu rent openﬁng anc closi:g br*efs we*e
fi.ea by 1*c::t.:scm SDG&-, and The sua‘..f“"\ i FE S TR el
On June 9, 795".ne ALa issuec ‘“*ul;ng seztxdg as-de

[Pedalle

submz*s~on of Pnase 1 aad *eopen*ng nea ngs"or Tne purpose o.
holdzns ora_ argument before e Commzss-on en banc. Oral a.*umen.s

T om -

were nearc on July 35, .98; -n Tos Angeies and c¢he matter was

- - - -

resubms t:eq. Eaison,” SDG&u, Toware ut,L*ty Rat e VOrma;iza IR

P .
A F— -

(TURN) encs of tze ?'rtn (:r;ends) Commun -nergy Acs
Networx ‘°dwa*q Duncan, ane stars part_c*patec in unéﬂoraﬂ“’“ SIS

- — P S e

argumeaus. ¢n acczziod;'numerous cu ome*s appearnd av'vne puo;

Lo -

w;tness aea ngs'helc on Janua y 73 ln San D-ego anc ‘on 5anua ry f¢ 1*‘

- -

Los AngeLes tc expreSS'vne ews *ega*c_ng SONGS 2. l;axr.een ,
nundrec leviers and :00 pos:ca*cs nave a*so been rece*ved .rom the
publi¢ of'er-ag vne r views 1.8 bONGS 2. We a*e now *eady “or

-~ o o . . R R Y
~

decision. T TR e e R e B e e R

- - - . - e e N - - o o : " P L T B

-~
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V. Edison's Position

A. Costs Associated With
Plant Investment

Edison init ially took vhe pos tion ,hat costs associaved
w*th plant investment should be. *ecove*ed thr ough é ‘ixed AMAR
Subsequently the stafl recommended divid ag the proceedingSN*nto a
procedu*al phase and a reasonableness of investment phasgx:with
ba_qpcing account treatzent to be applied to inveatment-rq;éted costs
in Ehése 1. This would allow for later adjustments~to reflect the
Comﬁi;;ion's ultimate Phase 2 decision. ison concurred and *evised
itstAAC to provide for balancing account treatment of both ope*at
and.mainvenaace expenses as well as inves:mena-*elaved coszs. ';

Tadble 71 presents a comparison of estimated elect ic plant -
costs--or SONGS 2 and 3 and SOWGS 2 by partzc-pant, both as~ - z ;
original Yy estimated in eacb applicavion aad as subsequently v;sed? :
during the hearings. s M 7-5 : i’

o . -

~Total project and direct planu cost esuimaues”or SONGS 2 -
and 3 we*e revised during the hearings to reflect estimated df rect i
costs of $2.8 villion and total projec, costs of $L 2 bi*lion. TBased
on the same 60% allocati on o’ projecz cosus .o‘SOVGS 2, *Edison s T

75.05 "nzewesv in SONGS 2 ds ec. p_ant cos“ was est ma,ed to.be - .

$1. 266 villion acd its interest in the total project cost, acluding

overheads, was estimated at $1.882 billion. 1’d:f.s:»oz:x did not revi se:
its revenue *equirement *eques“ t0 reflect uuese h'gher plant cost%
estimates.ia” S .

.




TABLE 1
SOUTHERN CALIFORNIA EDISON COMPANY

SAN OHOFRE UNIT 1O. 2
,, ELECTRIC PLANT (ESTIMATED) XY,
TOTAL soncs 2 & 3 AND SONGS 2 DY PARTICIPANT“j

S U omiGINAL ESTIMAME . L y .
e 'j . (ThOUSand§ of bollars) [ U N

7 poral, 0957 TbTAL COST . SpcEr ;. 0 ¢l aMadEIM/ o SCE
U SONGS 2's 3 soncs 20t ' soNGS 2 ’RIVERSIDL SONGS 2 SONGS 2

birect Cost Yt $2,3055000, ,sl 383, ooo /” $276,600 , see 400 " $1,038,000

¢

Overhead Costst 2 :: ' ; {, s '_,\ 5 :—. RS : :': \ :’,‘ ::
Allowance for tunds Used S e ff S o !!¢);

buring Construction (AFUDC) ', 7 11,008;9000 = S S 0 }77‘
Miscellaneous Construction Expenditures < , &) . (i S N A ¥ A g R 7 '
(ASG Capltalized) cono 21547000 0 Cmh A BT 13) 38,400

HEN B [ . . 14 . 1, o L I .

Other Overlicad LOthE/ o — 70,400 LR : Coovioc T = __...38,100
TOTAL, PROJECT S 3, po 000 ¢ o T L R ;{ 1‘596 000

481,500

ty ot > i Pt Ti . . l'z
L R}vlshb hé‘IMATb S 'i o X

Direct Cost 07 $2,812,000 51,687,200 Y $337 400 - {‘ 3 14266 ,000

i : IR !
f; + - .? :

Overhead Costst
Allovance for tunds Used e o
During Construction (AFUDC) P l 170 boo

litscellaneous Construction prenditures N . . .
(ASG Capitalizeq) o 3"000‘ L 1S S N
Other Overhead (oaLS' Y ;L-iIZ,OOO, ' < S SR S '; ==—{ ’
TOTAL PROJECT o 'a,180,000 ' Lo T Soeoa g
B T S A o D i oo )
1/ Participation Percentagesi, '~ ' 7 1 | Lo T s, ﬂ‘!
SDGSE - 20, 00% : S S o
Citiest e S A ' 1!;
Anaheim - 3. 16% _ : AT S N o : [
Riverside - ) A £+ 1 S S AR TN o " 5
SCE - 75,058 1 o T i
SONGS 2 is 60% of total project.; @ T b Lo L L
Unknown - Doveloped: by SDS&E‘OI'Cities. - fro Y 5
Recorded costs incur;cd by Cities at Buy-=in. Ho aJdltiOnal cosls projectéd.; o
tncludes injuries and damages, taxés during construction and engineéring and. services.

L . . P i3,

i

‘l
vt
[

f

t
L)

i s

1;é82,200

£9=-£0=28°Y ‘0%»-20-28°Y

al/ome
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- . e . o

B. Operation and Mai htenance Sipenses
_ Wnile gdison adnits
difficult to estimate, Edison

‘that o&M expense; ’or SONGS 2 a o
contends that i £S O&H expense est maﬁe"‘

-

developed by superv sors and manage*s *esponsible *or accomﬁl
the required O&M at SONGS 2 (persoanel x*vh exper*ence *rom SONGS T
or with experience from othe* parus o he nuclear *ndust*y).

argues that the follow ng

wwwww

'aas

e

[ R

-

38

-:\l«ﬁ-t.. .

Edison

’actors, whlch we*e conside*ed by Vhese

indivi duals bn developing vhei. O&M es imatea, e un*que uo SONGS 2.'

T.

2.

S.

10.
M.

“facilities.

SONGS 2 <s the Sirst un‘: of its size class
with a Combust“on-‘ngineering (CE)- Nuelear: ™
Steam Supply Systenm Licensed..since IMI. . .- . ..

-t e R e

The izpact..of seismically designed equipmen. -
and systems .om. O&M expenses.;;; e e m e

e w e

The extent ‘and evaluation of vechnfeali~wi
specifications from pre~TMI standards to.-post
™I Svandard”Revis.on Wo-A3 *zposed on.SONGS B

-2 by ‘the NRC.. ... “Tl.. Sa D LTI

a .
- - - e e e -

Zalance-of=plant considerati on. ERCEEPR

‘The -lack -of ‘experience’ with furbine- "o :.:it
,'gene*auors of”SONGS 2 s*ze-and nmanufacsure.

R

quhe unique design.of offshoée._atake~and.w

discharge aurucxuresﬂnecess;tateduby watep
quality.comsiderations... .. .. 7 . 00 077

-

Lador *equi*ements and cra £v Iabortmix. . io

oy Am e m~ o

Plant si,e~3-ze and proxﬁmity of 3ugpopu.;

- D e A I
A e

Costs of transporting materials: and.supplies
from -eastera and midwestera suppliers.’,

Ihe impact of - usiwg eg It wa,e» cooIfng;iw:

.A.‘

The . necesamty~of main a_n_ng subme*sed
o¢eanic cooling waue* intake -aad dischaege

,,rstructures.

Ere

13,

Administrati 7ve a;d s e-secu ty pédblens.:
Coastal Commission *equi*emen s not

et i e
~ -

experienced by other utilities.

L T
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Finally, upon completion o’~its estimate, :diso, “aee a
compar son with industry data to verf’y‘that“ s pIant-spec-..c*““
estimate was within the zone of easonableness based on the *eco ded

R -

expenses of other similar auclear pl ants.' In conclus °n{i*d*son;“ -
argues that i s est;mate should beﬁanp ed because it is spec _lc o o
SONGS 2 and *efleces the best judgmene of the pqule actua11Y s ’. )
responsible for the *equi“ed 0&M activities at’ SQVGg 2. Tl

o

Ed son originally asked tha. balane_ng aceoun* treatmenu'be i

.,\_,..,A.
PP

expenses. At the July 15 1983 oral argument, sd son ag*eed wzth ﬁhe

staff that a flxed est mate shou.d-be adopved-m:
C. Administrative and General Exgeases ~ -~

1. Edison-s‘pensionjaqdﬁbeneffxs_exﬁeséé?
estimate of $2,92¢,000 is based on'~ ;5e=
applicati onaof-a $9 2% raee on. .otal

- p.aymll_ A LT e -

Zdison's pay*oll tax expense ‘of $8&2 000 *s
faked directly Lo ehe _abor po»tion o O&M
expenses. - - i

o R - . - . \.v - o owaa b A..“-/‘

Edison's insurance-.expenses -for -SONGS 2 are
estimated: as follows: - property $2,680,000;
excess prqperty $712, 000; 1% ab*l*ty 3439 0003 .
and repl acemen*'generatfbn $1,343,000% Stare”
did ‘not take exception 4o- any “0f Edisomts©
iasurance expense estimates; however, -the -
staffl omitted *eplacemenf”generaxien was
insuranee 4"r'om its estimate in order to .
highlight this ‘expense for the. Comm*ss*on s .-
attention. e

Istimates -Tor frianchi seweﬁdfddcdileétfﬁrés
are based -on ‘rates "In effect avthe time the
application was -filed. -EZdison-adopts .the-
staff's use o* the most recently adopted
*a:es used D.82—12-055, sd son*s -aseﬁ

Table 2 presents a compar_son o* Eai sod aﬁd staf” estimates
of 1983 annual*zed O& xpenses, _nclud ng certa-n A&G expenses.

=,
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TABLE 2

OP?RATION AND MAIVT”NAWC”‘EX?EVS*S“
gz — (so00y

. - : K e e .-r. v e
- +
- -

o Azndalfzed Cost .- o
Description f"fh ) ""”if Edison u“ stafe Difference l;_‘
Operation & Maintenance sug,3650 T 832, 3c>o2 . .8C17,065)
Pensions and Benef ”f'w‘ 2, 9293 : 1,860% ;;“Ll' (1 069)
Payroll Tax T auRd £f~~3“2u'“;::3< -
Insurance S A: o

Property 2 9806 2 980
Excess Property. . e —712 - 712 Il e
Liability (In,ur es and 6 - 8 R . B
Damages) WU 2,;39 LT u39 2o S -
Replacement. Gene:ationn;i 1 3“3 Lo SRS G 8 3“3)~”'
Subtotal, -~ Insurance--_ - -w5:h7&6‘- &,13 & oo (123 3)~-
~Subtotal - il - 58,610~ --:39,133. : zr.orci9y977)o;~
Franchise - & Uncollectibles - 355 9 cooz H00-. . mnain ~nC5)2°'._v

Total. . .. .. .. 33,005 39,533 . .(i,472)...

CPUC JuriSdi°t1°na ‘Amoun?r 55,112. .:.36,924%; :Hn:§;§r388>ﬁ; SRTER

- ~ ....‘.,' . . N
. PR

(?ed B gg;g)WEi
42,-Table 4B (revised).. ... ...
39, Pe 2=2e: - -l nelznil 7
38,. Table. 5C (revised).-

S39A. s sl il g loLran

- 42,. Tables, B—G _b-8, and S-I.; o
38, Table-5=B.- - oo,

39, p..2~1%- Lo

3957 P 2-15-,_;u 5 Lo

Bx. &, p.-10-9,- annualized.-~‘,hw~ sl

_~Th‘s difference - -is. due to-the: sua”'s-useht'gw
0f the rates for shis item as adopved in

0.82-12-,055, supra, while Edison's figure

reflects the rates ia effect at the **me of

this filing. =dison adopts staff's use of

the most recently adopted rate.

H

b

b

O W AN,V E WM

N
P }
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D. Revenue Requirement, Level
of Cash Rate Relief, anc
Rate of Return

o e it

Edison co&é&ffé&*wiﬁh“the"sta -recommendation for
balancing account treatment of investment-related costs for SONG3 2
in Phase‘ﬁ”‘“ﬁbwever Edison“betieves*the two issues which must be
*esolved'”even—w*th the adop*ion of . a baranc-ng account n“?hase“ﬂ"4~ﬁ
for plant,-gvestment and iznvest ment-related cos.s,vare.F:‘ SRR

a. ‘The amount of ¢ash rate relief to be allowed |
- as Phase 1 interinm rates.

b. The rate of retura to,be allowed on plant
investaent. .. - T

Edison alleges fhat its $361 6 million revenue”*n;igasgﬁ“?
request is_fully justified-by the evideatiary “pecord. 'The $367.6-"
million éstimate is an annualized est mate for-the peri&dJAugéstiﬁsﬁ
1982 through December 31,1983 based-op.the weighting-of aAnngalized.
revenue rFequirements of $300.million:for>7982 and $389 million® for
1683. Edisonmfurther argues thav, based_on its-updated-operating: . ="
expense estimates cortained® +s amendment <o the app’icat on;“ its
revenue requirement estimate would be $402 miIlion.-  Therefore,~~ -. it
Edison concludes that the $361.6 million request is fully Jjustified
and should de adopted. Edison believes that the s.gnificant Prase 1
issue is, how much of the requested revenue iacrease should be
allowed as interim cash rate relief-in- Phase- 1" w;th the remainder
going into the bdalareing account..~ " -1 I .U C

Edison's finaneial” witness-Noel® testified that Zdison must
have substantial rate relief in Phase 1-if itiis to e able to
maintain its financial integrity,”credit  standing, and ability to
attract capital. According to’witness Noel,-  substantial cash rate
relief would be approximately $3L50-million. - FHe argues that 2 rate
increase of that magnitude will- enable  Edison’to maintain i%ts AA bond
rating while leavinag the Commission with sufficient flexibilisy to
accommodate any’ disallowances”found necessary in Phase 2.

Ve RPN

et
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’ ‘Bdison further idrgues that the amount of undercollections’ °%
£0 be held in a balancing account- should be minimfzed sfnce futare” -7
epaye*s would be- “equ red 0" ‘pay -amounts- prope"ly chargeab e to
present "a.epayerS' secondly, “future- ratepayers ‘must pay the- ‘nteres“
accruing on the’ baIancing accounts; “and”finally;’ i’ ‘he fidapesal >l il
communisy” responds adve*sely to-the anount of “cash-relief- g*anted, it-
would most*Iikely result in- higher capital ‘costs’ wnich future~**‘ - -
*auepayers will be *equ red to hear. -l - e I N IIIT. naow shnimTou

Under Edison's®proposal for $340 million-fn~cash rate "
relief 1a Phase 1, Edisén clafms that 34.5% of its plant-iavestment
in SONGS;é'réﬁaiié‘it risk.’” If religf-1h Phasé 1 were limited to-i*
$215 miilion as’ proposed by” the sta~-, Edisén’ argues that” over: 63% of-
its plant‘investment in SONGS 2‘would remain’at sisk.w TURST 0T on.lon

- Ed 3on ‘takes the’ posi fon that”the appropr*ate rate off T
return to use with *espect‘to Ed<son™s SONGS-2 favestment: is’ihe’ rate’
of return authorized- by the Commission’ Ln Ed¥son*s’ 1983 test year <"
general rate case decision. EIdison argues that' ‘the “12.55% rate of”

return established in that proceeding. _nciudes-the ovezallw*‘zkiﬁ-
assoc ated*w‘tb SONGS- /2,577 0 - v.sanmiios eunal T s

-Azﬂtne'JuLyﬂﬂsy-19833cba’?argumentngdisbdféeviSEd%ibshﬁw'u
pbsi 1on uo request Lhat' the full $3671.6° million® be’ granted  as Phase "
1 cash rates with 3o balancing account treatmenth- - EdT sob’argﬁeﬁ?chét‘
SONGS 2'revenue *equi*emen“s have now increased from the original -

~ -

$361.6 Tillton estimatel "7 - TT fNNTII mantoUro moosorsvong mosion

~Edfson 'stated that ‘t will soon be £Lling I supplemental “I°
MAAC application for SONGS 2 to recover this additional: revenuwe 7 -
requirement. - ‘Edison ‘Suggests that an investment-related Palancing -
aceount ecould Ve established” ix response to Zdison™s Supplemental - 7
MAAC application If the Commission bell eves a Walaneing aceount  4s -
ne&és&arj. BY ‘then vhe‘Comm*bs~on-would ‘nave’ ‘he—‘uﬁ‘ “nves,ment in

-—ge e
»,“._M_
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SONGS 2 before it.and.could.deternine the appropriate amount, if any,
o be.placed—into-thembalancing-accoun:.,,,, ISP
- "-Edison-also argued. cagaiast the.staff, *oposa’-vo inls

-lbe

on oﬁ
SONGS 2. .It claims-that this-would .result.in $1 71 mil;-on being

accunulated.in a balanc-ng accournt .pgsed ez Ed soa s.es% ;ave‘Q,
fuel savings of $190,mﬁllion,,;udf§ogna gued that, if .2, s**‘" b

e ok oy i A .
_~ v e W .o

approach was applled to reflect commercial oeperation o’ U“** 3, *hei
s5ize of the undercollection would.be much larger.. . o

S ke b Daaa e

. Edison,-in its oral .argument, .made anotker "eques ‘or
consideration of its rate stabllization. -proposal which was,, aﬁso o

Ca g Tt S V. e

introduced in.its May 1983 ECAC case.. ::ureques.sh,nat, oz lal,

ﬂbﬁl

""f~." -_.; -~ v - -

_—— e -

T e
[ .

Phase‘;,rates “o.the estimated.fuel.savin 2gs - from tne. opera

. oes
PR
-

[N o

notice ve taken of. the rate stabllizatie concepv suggesﬁed ;n *hau

e e M e S T

case and that it be given conside*ation tuﬁ prp;eed ng.ﬁ Ed sen

e e fe e e o

stated tpa;‘i;ﬁwop?dxbe willing to de.pr ““e bene::t of some cash _ |

P R e

Tlow in the interest of zore ;pab-e,ngpggya ed inc“e=ses in. Aevel,
of rates.to its customers.. e
E. Cperation: o*-MAAC_and Rate~Des gn ““““

Edisen Ters ithree zlternative proceduresfunde. whi ch ~he

aaaaaaaaaaa

initial level of rates would be. set: a-$3ﬂo m;il.qg;and$;hgyuoea;
revenue ﬁequi:emepu.fqr;gxpense;-a;d‘gqs.s‘wOL;d.bed"*‘*edazo . 5361.5.

P -~ - - .,n.,.
. .,

. iebin, !

millior on. an- annualized Sasis. -Cne. alter na~*ve\prov‘des for. *ug.
balanping;accoun~ Lreatzent bo,h.O&M,amd-p-anw-*e_ated~cosvsj.and-

Yo

anotzer provides for balanc g accouns treau“e“u,o, plan~<re,aved
costs and fixed rate. treatzent of Q&Y expenses zot su bjec“ L0 the
Salarcing- account.. At the July 157»1983-ora- arguments, Ed_sc, P

..... P e . . - Tat
e e

suggested, as a th‘rd.alterna ive, that no. ba,ancing accouns, ... ..
g.eaumenvebq adopuedﬁworwe_vher>qpp ~avesiment-related expegses or_
investment—*e aued - exXpenses. ...

L
PR

- . -
~e R ahele ol e - LR
-

. - [ T

Under any alternative,. Ed ison. p oposes that the rat&&_e"e
be developed by allocasving the “AAC revenue requirenment £o all
customer groups omn an equal @/XWn basis, theredy maiasainin

—u-n

existing rate relationsiip hetween customer groups. Edison 3lso
advocaves the use of its forecass of sales, waich was not contested

- -
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. by any par y, and the use ol percentages "or anc se "'ees and

B

uncollect‘bles adopted‘ n D 82—12—055 of_O 8000% and O 2125,,
respectively._w

P

r. Target Capaci Ly ?actor ’*qposa’

R N

F - e e e [ . R

- -

Du*ing the course of che,proceed ng; staff witness Knecnt ,

proposed that a prospective 3 andard o’ Qpera ng perfornance, in _the

form of a target capacity. factor, be set up, to put Zaison mo*e at a

TR A <

risk for the Sperating per’ormance of SONGS 2.. Under this s.a L
proposal, :.he target capaci A factor ‘or SONGS 2 wou’d be set at 65n

e e S

over. the l <e o’ the plant and BdL son would xeep sny ’uel'cost'~_ )
savings or pay for any ’uel cost excessesh associ ated w*.h actnal

plant operation that is above, or. below this target.;_w

e A e

P Edison argtes that n escabl‘shing he need ’or such a

e e

proposa staff rel ed on alleged nfail ures"__n o son s *esou*ce""

B ]

o

_.“...,,- -

L

«.‘--

planning.ﬂ Ihese have, in staf"s view, led o cos* ove hns and

-----
- PR

scheduling delays in the construction of plants such as §ONGS and.the-

e s o=

. inability o achieve expected per“ormance J.eve ..n such' plants_.m.___:__ﬁ ]
Accordingly, Ed son argues, tne sta is bas ng the need ‘or the
.arget capac‘ty factor on some implied -mprtdence on tne:part of.
Bal son-A_Edison,poin 3 out that the prudency of_“*s sc sion *eéggdh g
the construction of 'SONGS s not at ‘issve ;n.th_s‘°nase 1 ‘1ﬁ~;‘:jﬁ_n‘
proceed ng.. Further, Edison argues tnat Jhe prtdency of the;;“u":f;«
operating performance level achieved ’or SONGS can only be a nstte
of specnlat onla”'this point._‘ . ;:h;,_ﬁ o M,P;:;vm_;”

Ed son contends tnat staff s proposal -s Séééé on "a:}ultytm~
economic . analysis in that i* inpl es,.nat by shifting no*e‘risks to
ut*lity inves.ors, econom ¢ ef*iciency dill be promoted-ﬁ_ '

rebuttal witness Dr. Jurew‘ vz, testified t 34 unregulated

- " -

P <

oy~

v - -

L H son s,

-

~ LY
P

compe.itive markets do not exhlbit any’partlcular deg ee olt.nyes

..... e

risx—bearing.‘ 3ather, the allocation of sks be*ween,produce*s and
consumers var es 'rom mar&et to market and a**‘ved a* rongh

-

-~ -
- N
e .\_

process of negotia on between such parties. Q tne e ec*-‘c util

W e

industry, Jnrewi tz argues, ‘consumers nay wear more -isks sssoclated

~ 16 -
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with producer performance bu hey pay prices that reflect ’owe*
capital ccses and ’ewe* econcm*c *enté'*or the ut*l‘ty as a *estl
Ed*son argues that the Svaff ’a‘led o consider adequate;y

'Aw.ﬁ‘-.,_‘

what Edison foresees as a deleterious effect on its cost of eapfeal

e - PR

assoclated with the adcpt*on of a ta“set*capacityw’actormﬂopwJa;;
SONGS’Z. ?d*son conside*s ‘the ‘target capac-ty factor o be a

.
B

s:gni’icant change *n the regulatcry "*ules of the game“ wh*ch wilr‘“

disrupt lnvestor expectavions and have a chilﬁfng eftect on £t T

v .
o e -

abilzty to raise capi.al. T T RS T B s A RE e

Ed;son quest;ons *he efficfency gains tha. staff seesJw

.~ e,

-“

flowing from che propcsed performance suandard.‘ edison ccn'ends cha“
it will have 20 ef ect on planning efffc-ency, as stafr‘alleges.

Edison argues that i | s also doubt’ul whet“e*: here wilIlbevany

-

erfect on cperat*cnal e”*cfency, as it has ;im*ted ccntrcI over the

plant's capac‘:y ’actor ia the ’ace ot heavy YRG' re gu’at*cn and‘ceher
*actors.' 2dL son ‘concludes - at *he Commcssion can e"sure ‘that the

Ca e

,»-A.‘_..

company has made su*ficien. ef crt ;5 ach‘eve good planv pe orﬁance )

by *elyfng on Jhe ex sting"CAC *easonableness -eview p*ocedu“es;‘hﬂ

o~ o o,

Edison acknowledges that certa*n othe* ju*isd”ctions‘havn‘”

FF o - -~ ~ o~

establlshed per’ormance standards ‘o» ‘auelear plants, wut 5*w Torsos

e e

considers the ‘Knecht propcsai €0 ) be 'rad*cal’y“ ug:fereng; drso£'$$
argues that the Virgizfa Electri¢ Power Compady (VEZCOY fncen,ive

L.

plan, wh ch sta po nts “c as a’ para el example, bases i ‘arget

P -,

C A s T 'h"-‘xn'_

performance *evel on an “ndus oY average c“ite on wh ch,’ based on
this record, woulc e closer to 55% han« ta*” argeu o’ 65p.

Edison regards .he use of 3 “own pIann ng »a*get of 55'
inappropr ate .or “tre purposes c’ an operat Yonal standavd Zbdison'*‘

'l\—'

also views tal Y targev as pun*t ive in gh* of Ye Lndust 'j average
and in light of the ’act that Knecht expects SONGS 2 w0 ‘operate i
*he 55—60% range. . T - PLITAT evIzSTeIne

@ -y - e - o~

adison also nctes .hac ﬁhe v:?co p’an, un lke (nechr

B A

proposal, izvoives a neutra’ ”ceadband"r cund che't .get In whE cafié

cncentives'apply.‘ T“e V“PCO pléﬁ al so places a cap on rewa*ds and

~

N

- e
P SRR .o . e e
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penalties,-andc explicitly considers unique-plant factors. "Edison.:~7:
also notes that rewards and penalties under the staff proposal-would.:
be tied to volatile oil- andigas-pricessis il i L tIoeTnInye NUonT LoDl
“Edison  ¢oncludes.that if.a"performance standard.were toibel:
considered for SONGS-2,4Itfshould"onlyiBe:deveIOpediafter:t;at plant-.
has matured-and  actual operating experience has been gained.c . .io:Is
Further, following:-the~example-of the.CommissionTs'action-on:SONGS T,x
Edisor-argues that the 'standard.shouldronly-de corsideredcpursuant-to.
a study which-considers uniquerplant.factors~andrsafetyoquestions:r ¢

Edison feels would berraised: by ther imposition ol suchran iancentive:s. -
G. COD Criteria. S ocenToe LD wensn o ors oo TESTL ooome oo I

- - [— e w - o

At  the oral argument, :Edison againlirenewed-its.requestiofor :
the Commission:to’ recousider. the COD:eriteriaradopted.previously for::
SONGS 2. Edison argued that the completion-of the~200-hourswarranty. «
run at the 100% powe:-- level. is too:rigid: a~¢criterion: and: Ls:unrelated:
to: what should be considered: for: declaring a planti to:dbexMused-and :~.
useful.™  Edison’ requests that the Comrmission adopt operationzat: the:--
80$‘powerilevel?fbriwoo hoursrasﬂthe:COD*criterionﬁ; Edizon argued: -

abasis forvevaluvatiag oz .
equipment-andtsystemﬂperformanceuandm,or.negot;a.ing:set.lemen;”ofv:;
¢laims with its suppli ~s‘and”engineering-constructons:and:wannsyeggi
intended %o constitute a Mused .and useful™ test. - While ¢laimirng. thast.
it will soon meet the 200thour3»at:zhemmooxypower;levzlxcrkzﬁth$x“~:
Edison argues that it is improper for the Commissior o apply.such ar
strrctl-unreaSoﬂablé“cbite“ionhwhichviticlaims;tsaunrekate&‘to when a
pla.nt‘ is Mused and useful ™o Lz o0 Lo LoorTen YLD HIVOD e

[
~- '

-y
o s P e

.

- SDG&-:HS tOS id‘n SoEeLTn

- w.«-,..-,. . .
e Ce w te s .

A. Costs-Assoc*ated wivh . Q a et
°lant ‘Tnvestment STt T T

In its applicat on, SDG&“ proposes £0 “transfer to elect f
plant in service and rate'base an amoun““total*ng $UT3 miT1s on tas T
invesgtment re.lecving its 20% interest in SONGS 2. The direct cost

-

e

-T8 =
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- - LN U - - R PR

portion of the adbove total-was-dbased-upon-a:80-40% allocation of-the -
estimated direct ¢costs for SONGS 2 .and. 3.: The §0-40%-a2llocation- was -
based oz an engineering study which.allocated all-common:-plant to - . -
SONGS:2 conrsistent with: the~accounting requirenents:-set-.forth in the
Uniform System. of Accounts for-electric utilities. ~The $4713-million--
total also.includes overhead expenses of $135-milliion-of~which. $12% -
aillion represents AFUDC. :Although-estimated.project~costis-have.- -~
increased~substantially sizce-the application-was filed, SDG&E-has _::
not modified.its:revenne requirexment. request.. Instead,- SDGEE.xow.. -
supports. its alternative-proposal. to-allocate. capital costs. for SONGS:
2 and 3 om a 50-50 basis to share tke common plant cosis-equallysl .°
between the: tworunits.,: SDG&E!s witness. Strachan stated:sthat SONGS 2
and: 3 are.duplicaterreactors. and: that actual: costs for: SONGS. 2-and 3--
will not berkmown until dDoth-units: are completed..- He testifieds that -
the  project.ois accounted:for jointly:and.since no-separater aceounls, -
are maintained for: SONGS: 2, SONGS. 3, or conmon: fasilities, any amount
capitalized will have: 2o be. based on an allocatlom..~ Ze further ..
testified that If a regulatory.body determines ar appropriate: .- -
atemaxing treatment,. the Federal Znergy-Regulatory -Commission..- . - -
normally would accede” $0 that Commission' s -decision, everr thoughr Lt - -

[ T

may differ from the treatment prescribed Zn the Unilorm System ofr ., -

—a e

Accounts. - His proposal alse would require accunuwlation of -ATUDC -onx- .

that portion ©of plaat assogiated with SONGS 3. : .~z :oow ~men Ty
Bv mets&& . T ooa T ‘” S : T T i o

S The fundamental difference between SDG&” and -the svaM is
whether SONGS 0%M expenses should be subject to balancingraceount~:.-
treatment. While SDG&Z agrees that SONGS 2 expeases are capable of
estimatiorn, SDG&E questions the degree o* ce*ta*:*y azd aceuragey of

suck estimates. Therefore, SDGAE believes balancing’ account’;?i;
treatment ILs approp*iate in o*der »o._&o burdéd“’“é“saa eco*de*s and
ratepayers witlh the » sk o’ ‘*accu*ave es ,es. . .

- - e aeie -
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SDGXE argues that ia its ‘case, where Edison is the
operating partaner and the utility with direct con rol over expenses,
the reasons used by the staft to justi’y the aqqption of fixed
estimates have ~ittle Just;’icazion.,‘SﬁG&E:bel eves a, “éégbnableness
review of the bal ancing “account is: Bést vecause *t prb#fdes a review
of actual costs incurred in response to actual evenzs.

SDG&E.supports Edison's plant speci estimate of 0&M
expenses, arguing that it is more detailed and moré'caéé:di
considered than that provided by the stafs. SDG&; recommends that
Edison's estimate should be adopted, with or . ,hout-balancing
account treatment, as the best estimate. SDG&; Crivicizes the stal

~

averaging me*ho?g}ogy, arguing -that -1t rell e5'on a s_ng;e year's
average costs and does not rely on any formal statistical analysis to
validate the:-estimate. SDGXE further--faults the staff estimate
because it failed to consider expenses resulting -from the small SONGS
site, seisq}g_:gqui*ements or the larger size of SONGS- 2 compared
with the other nuclear plants lacluded -in- the averaging process.

Table 3 :shows SDGXE's estimate -of .revenues. and .expenses
associated with -its 20% interest in SONGS 2 .upon -commercial:
operations” "SDG&E's witness Malquist testified.-that Tdison's revised
estimate of O&M expenses would increase total operating expenses by
$3,457,000 o $79, 670'000._ Since—SDG&- is -seeking-balancing account
treatment for these expenses, it “as not *ev‘sed its revenue
requirement request to reflect this change., ‘Should the Commission
adopt the staff's position %o adopt a fixed Q&M estimate, SDGIE
requests that the Commission consider the higher Q&M expenses
resulting from Edison's revisions to the extent possidble uader the
$119.9 million limit to the SDGEE rate requesst.
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#Total operatiag expenses would ™

increase by $3 y457,000 using, ..
=dison's rev~3ed estima.e uc“ o

579 670, OOO.-ﬁ o
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C. Revenue  Requirement, - mTLL na o omnolllie
Rate Relief and Rate o Retu*n

- e
e A

SDG&E reqnests vhat all “evenues collected unde. MAAC be”

Lo e e e LT o

subject to balancing accoung,t*ea ent. . though es mated cap;ta’“ Hf

o -t oA T ey e

costs have increased since uhe filing of he appl‘ca Lon,*n March 8,

w e

e e a
T —\f\
o

1982 SDG&E did not choose o rev*se its reve;uewfegp*rement -
*equest. Instead,ﬁSDG&E asked the Comm_ss Lon  to, adopt ;ts a ternate s
proposa; of al ocat‘ng tne di*ect plant costs of SONGS 2 and 3 on a

o e s e arathe P S -

50-50 basis ra.her than on a 60-#0 bas s és~p*oposed by both 1=’~:'. so*.;”‘

.~ m w

and SDG&E in their orig-na’ applica loms. . men emmr et
SDG&E’s financial ness Haney uesvi ed .hau,the:e is a

R

compelll ng :eed ‘o- a . tigely inc“ease _n cash earaings -upozn. t“e
commerc al ope*ation of SONGS 2.h He argued that a’though SDG&?'s

A e -.v_u--u.-u.

financial indicators imp:oved in 1981 and 1982 add icnal, susta-ned
zmprovement is. requi*ed if. SDG& is. -to. ega_n ; *s A bondhfat ng. and,ﬁ-w

B A -t

its financial recovery is %to:be. conside*ed complete-t,,Staf‘ -8 S

PRI, -

this proceeding.has.reccm;egchZl mzvingrche cash revenue . inc:ease _n,;

R A

e

Phase 1.to, the.anticipated fuel savings from. the. .commerci al operat onn“

of SQ§G§32 weich. the. staf’ escimates Lo be $61 7 mi’i on::’:he
balance of ,he -evenue "equ ement vo be defe ed d g‘vnn}

e

balaneing account eatnent. SDG&;, on *he ocher hand ta&es .he
position that the ’ul’ amount,:equested shou&d be granted,_w th
little or.zo accumu-at on -n vhe balancing acccunc pricr to .he °hase

C ke e

2 deck sion.~ If thege ﬁs a disal;owance a hat c-me, ** wou’d en

ey

-t e

e e

lead. tc -a_rate reduct iog,co the, rat epaye*s.: SDG&E ma-nua 23S that _.—M'

=
-t ml B

vhe~§¢3ff:?¢9?@men¢3P%°n is, adopted and_ only - $67 7 m‘llion o' the,

P

p
- e -

B (e p—— b e g s

kel

T We note SDGEE was: *eclassﬁ..ed',o an A3 *a**ng by ) ood&"s on
May 26, 1983 and to 2n A rating. by Standard. and. Poors: on: june- 3, 1983..

- 22 -
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requested $179.9 million L= authorized’ .nncurrenc rates,,ﬁu me-
epayers wm7l have to bear the 4if e*ence leas~any«disg;Icwances.

SDG&L argues that "to thc exten* “the ba*anc*ﬁg account 's” greive* than
the dZ saIIowances racepayars would" be conf*ontec wETh highe» ratess
SDG&? also a*gues “that ‘a éﬁbstantial uzderccllec Ion fn “hc‘ba’ancfag

agcount has other imp*ications as “far as investcrs ‘are” ‘concerned - _n

- v oA m LT --—«-'

the form of ncreascd isks tn recovering such defer*ed “evenues a o
the ’aiIure of baIancfng acccunt entries'to _mp*cve “the cash EEEE

position 6f the utiIity. The ut*Iity a*gues uhat'these r*sks a*e )
uranalated in%o h‘gher capital CQS&S- s ST AR Be Sl

. o N ~ o

'SDGXE takes the pos*v_on ‘that thé approprfate *ate “of
returs o be used Fa th s phase s *he one au hor*zed'by~** BI-.tTTe

Commission fn the Yas® gene*al “rate case’ dec*s on. “SDG&E " argues'zﬁéé -
the rate of return nscab’ished in che general ‘rate case takes faeg -
consideratior all ‘the risks-assdcfated with the util#ty and the™ **"
surroundfﬁgtfidéncial”ci‘é&hséaﬁces:“*SDG&n‘takes—exccﬁticé5€63€5é3
stéf’"pécﬁcsél'tc'&ﬁe the " v'ccox'dec'. “or -earned “raté oL ‘retirn besanse
of lesser’ r;s&s perceived by he ‘staff ‘under hn MAACT procedu*es. hEARS
SDG&E argues that s*nce revenues “are’ ncrmally prouec:ed by Elec:;icz
Rate Adjustmenc Mec“anism (;RAM/, risks faced i3 achievimg ihe® VST
hor‘zed rate of return’ are ccmpa*ac;c: PTTHRIIVAT SRUIntL FRELTNLLTE
Under the’ MAAC proposal **“e ‘rate base éi’* not ve’’
establs fsbed until the ead of Phase’ 2" ‘A&'éo;a 25" Lo~ SDG&E"s" “Witnesst -
Haney "Investcrs wou*d ce'tainly eva’uaue earn*ngs sabjec* to” fu*u*e<
decrease’ ‘n a’ bal ancing account ‘or~ subjec to” future” refund-as havin g~;
more risk than non*efundab e earn_ngs g“an.ed th-ough a- 3enera1 rate"”
case process.™ SDGAE argues that the stal? recommendation is
impractical since the use of actual rate of return requires
computations Yased o2 a rate of return that will vary from month to
zonth.
D. Operation of MAAC and Rate Design L

. SDG&E claims that the adoption of a MAAC orocessuis ror. at

I e e w

issue -n»this~proceeding, since: the staff:did uot~qucsvicn *he il

-
[ T
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appropriateness- of the overall MAAC concept-and, " in-fact, agreed that™
such a mechanism-was’ necessary to-prevent'a’declinecinearnings-when™’
SONGS 2 goes” into-commercial operation.’ -SDG&E~alsostateslthat the
expenses and rate base~covered in'this-application’are not’coveredtin®
any other application and thatiits-proposaliis-consistent witheTiomonl
Commission D.89316 on~PGIE” in-which the Commission- suggested a-o7edr:
special offset application be-filed for Diablo: Canyon. . ol I,
"SDGXE argues that its MAAC procedurelprovides for Sull. .
balancing: aceount treatment’ of allsexpensesirelated-to SONGS 2 and
and will compare- actual non~ECAC related” eXxpenses associated-witho I '~
SONGS 2 to the-applicable revenue” from:the MAAC adjustmentirate =77
previously ‘established.” Any difference’ between actual- expenses:and:
revenues collected wilr“" intoa balancing~account ‘and-will acerue's

:Lntereat. TeNIOLLTeD T L e SN eI L L anrnt ol

" Under SDGEE's™ proposali,--the ratedlevel: ¢o belestablished "0~
under*HAAC“and-bhe subsequent~covresponding—dec“easeubo-ABRfand-°GACM
schedule within each class oz a uaiform ¢/kWhardbasis o oo Lrzoc 20002
B, ECAC "and’ AER Rate' Adiustmentg ™. .T0T iiThroanosloonaly
C- T or. SDGRE prioposes’a’ decrease’ 1ot ECAC andAER rates equalr toilT
the‘£n6réaéé¢id‘b&Séihatés‘autﬁbrizedfrnlt*£5fpbocee@’ng-?TSnG&aw
caleulates that ‘the -AER should be reduced by 0.01T.¢/kWh Wthe o7
ECAC rdte -beirng reduced by ‘the rema-nder~o$‘vhe~dec.easewrequ;b€¢tﬂd?
offset the base rate i{acrease. ~ -SDGLE ‘proposes carrying any: required -
increase due to the difference in Tuel s avidgsﬁénu'bESeVratei:ﬁdﬁease:
over “Into -‘the ‘mwext ECAC fL{ling. ISDGXE ‘claims its -propdsal Wwill avoid
agother i{zncrease i{n rates ‘separate from .thelnorzal :ECAC change aad: "-:
has ‘the ‘added benefit ‘of basing ‘the change on actual, instead of.
estimated fuel -eost saviags., . TmIl U7 Tt 1;oﬂ;: Joiw T

I T SDGEE further “states ‘that although the staifizapparently :ar.
recognizes the ‘desiradbility of ‘adecrease .fu ECAC and ABR:-rates atio:.
the time the base rate goes into effect, it has ‘only recoumended <z -
change in AER rates. SDG&E argues that the change in AER and ECAC

-V
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rates nust-bde conside*ed~‘n-thisfproceed*ng,-since~*hispis~zpe;ogly;:<

proceeding where-both:-changes:-are under consideration. -~ -rox

R

ol -SDG&E -denies-the-allegation--that-it snproposal-’or,an eqnalﬂ~

offsetﬁin¢ECAC:and,AER;rates;was,yo:hzce;phe,eﬁ.ec;s of -the~SONGS- 2-.. -
increase. : SDG&E-proposes -to -keep-subaccounts: to differentiate ~-. ..
undercollections. due-to ECAC nc;those-due to: MAAC-in-order L0 ~n ~o-:

s am

readily identify the~two-sources.of.over-.or-uadercollection..
F. Target Capacity Factor Proposal::. .-« -~z oo -

—
e -

- e L e G

SDG&E joins:Edison. in.strongly-opposing the-staff! 8- target -~
capacity. factor: proposal. -SDG&E:argues:that-‘the- sgtaff is-improperly- -
trying to base the. need: for thiszrisk.allocation: mechanism- on- the: -~
staff's contention: that-the:plant-will not.be cost-effective. over its.
operating life..- SDG&Z: contends- that this. cost-effectiveness analysis.
is inappropriate because it ignores <he earliér decision-zaking ...
context in- which. the: decision- £o duild: the. plant was made..; It is
also’a suspect analysis,. according. to- SDGEE,. ;besz.aweu AL relieson... .
highly uncertain estimates of -future: oil prices in-.the comparison of.
SONGS costs to avoided ¢costs.. -~.- -~ Tl SroIw ol

. e ~ . .- Mmoo
- - . ORI [S— N W ....n....’. -7

(ICF): represents-a signif _can;;changeﬁfrgm,conyen”_pnaquaggmax_ng in
the treatment. ofl the plant which ianvestons: had: no notice of duziang. .-
the 13 years. of plamning, -engipeering,. and construction of the - . -
project. -SDGEE. considers: the ICF: to- be a..change -that will increase-:
investor -risk, raise. the ¢ompaay's -cost of“pég;qa;t.apéipgpggng;gﬂac
its Long worked=for bond -rating upgrade. ..~ . .. ..

- » -

. RN

. ..--rn»-f-"
R L I R e

. SDG&E: argues that the 7ICF.:can -only affect~ Lncent kves Lor .-
planx;operat;onal:pe formazce, not consiruction costs,. -as.the ‘apter
Ras already been expended.. In the area of operati ional -perfornance,. .-
the TCF will merely duplicate the Commiss;pn;;q;ncem_ﬁte;st:uthgq;:f
ingtituted i the annual epergy rate -CAER). : -Turther, £or--SDGEZ the
issue o’voper&tional:incentives~&s:mootzbecause;thexﬁdognotucqq;ggLQ~
the operation of the plant.. ciili -

PP —
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SDG&E also points out-that the-Commission has already
instituted a study of nuclear plaat performance:standards.in. the case,
of SONGS 1. .The study will consider.the appropriateness 9??3“°h
standards.and. their compatadbility with cuclear safety.. SDGEE. .
concludes.that the-XKnecht.proposal.is.premature.. . |
G. Proposals Made in Oral Aggumen,,-, n e e

.. At the-July 15,.1983.oral argumen.nSDG&“'s vice preside
of engzneering, Gary.Cotton, .requested, that.in deciding this case,
the qumission'recognize~.ha it. is~dealing with two.separate ... .-
companles with.differeat.fivancial -conditions, different.rate.levels,-
different responsibilities.related to. plant operation, and, different. .
general rate.case. schedules. - SDG&E.now. proposes %% De.granted.a. .. ...
current increase in base.rates of $100 million:with _the- -remainiag. $20-

million of its ori ginal request to beﬁqggf;¢¢‘ig3,pq,MA49 balancing
aceount.

e e o e e w Com
- ~ -

‘v m- ~

At the same time, SDG&E requests_that_ fuel.-savingsiofi$s52
millior  resulting- from the operation of SONGS:2.be treated as a
concurrent ECAC- reduction”and the"ECAC application” filed-on:July:8,"
1983 showing an ECAC reduction of $47.6 million be granted.as ds ==
further offset to be granted concurrently with z2°timely-SONGS 27.:
decision, rather- than in the normal Novembe* time frame. The net

...,.,.\.‘

effect of SDGEE's proposal s .o allowNSONGsz to. be a&ded into rates
with no net change in rates to- SDGEE'S® customers‘av this tizne. SDG&E
argued that the staff's proposal would ’imi* the”base *ave ingcrease
and result in the accumulaulon of l rge undércol ections b ﬁv“e

h

balancing account as well as regquiring a’ substan.za increase in
rates at the close of‘?hase 2. nCotton also-a*gued that thel $100

- -~

2illion increase ‘h base ra es. tbgethe* wi,h MAAC will ‘meet the
expectations of the rating agezcies and help SDG&; maunta*n ,he
recently upgraded bond rat:x.ngs._ IR

»
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~- VII. -Staff Position -~ -~ - v

A. “undamental ééué;R*sk"A’ﬁoééﬁi6a9~f TooLnur LDonLIuo nsgarulre

The staff states that the fundimental {Sste LA -this phase ©
of the proceediag 'is 4o determiné the’ proper-a‘looatioﬁfoffooSt§9éﬁd:‘

risks between ratepayers and iavestors pending thé- Commission s~?437?3
decision in Phase 2. The starf se o“gly~opposesm~d.son»s~o 25y --

request -for the- full-balanés ng aceount- :réaoment for O&M‘expenses and
Edison’ 32 request- for use-of the last authorized  rate~-of’ réturB-1A"

ca’culating the’ retur" component ‘on -the-invéstmenttint SONGS 2 - e¥ther™
for- interin raté”Purposes -or-for balanciigiaccotnt  purposess ~StafeTic
velieves the retura-én” equity~unde* a Balahefing account would be a’ < -
guaranteed return; and tMerefore, the 16% return on common equisty” ¢

found” *easonable in' D. 82-12—055 would be ‘excessive,”  oivnIT. TTnTrw
B. Stazdard Rauemakins ”reaoment R T R
cfor- 0&M- Expenses -~ - - - LT e e e e

The stafl opposes. ohe'adop ion-of a-balancing account-for .-
0&M expenses whick the staff-considers tantamount-to . giving Ediseon. a- -
blank cheeck.: Ihewsta’*~sets-’orth~the:following~policyﬁregsonsgforz;~

adoption of a fixed O&M budgeti - - - ~:in | coens noss oonTn more
- as kA“eaaonable budget prov;des ohe Comm;ssion .

wish one of .he few oppore upisies %o e
“iafluence efficlency-and’m o*e fairly < v Saewi oD T
~.: distridbute benefits and-durdens- Lo ra.epayers:¢~ S

.and st ooxho~ders. _ s

b. The staff does not havn pe*soaae"w* sy o
auclear” exper ise to review-bal anc-ng—account e
- Q&M expendizures, - - .

- Even: if the stafl could*h;*e exper s, it~ - nc oo -
would no, be to the benefit of ratepayers or . ... .
the utility to examine 0&M- expenditures M e e e e

~. retrospectively. - L omucs o meo CmTolT oLornirnIonn
d. The only way to review the *easonableness Ofe vlzm e

0&M expendizures Iis 0 compare them with the
expenses of othker niants.

2 in Dany ins.ances, while reportiang the 3%aff's position arnd in

o oy
the discussion section, references. L0 EZdison will apply equally t¢
SDG&E. o
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e. 'If a balancing account ‘45 used in the eariy
. . years -of the plant's operation, these gures
“become the base for making future estimates
and if the base ‘{8 inflated, it would mesd1*~~ SO
~In-foture dinflated estdimates.: v | oo ll0T nnloills

Staff argues that Zdison has.fail edwuo-present any~val‘d-,¢“
reasons for Justifying-the use of a balancing account.  Accordiag-to- .
the staff, reasons-set forth by EZdison such as the lack of experience -
on SONGS. 2, industry data -on matured plants act-being-applicable to-a:
new plant, industry data on new plant varying considerably, anc.-. ..
rapidly changing regulatory requirements are 2ot -valid reasons for
abandoning the traditional -fixed estimate methodology. .o -o-n oo

v
Lo L T

The Revenue Requirements Division (RRD) made its estizmate-.
£ 0&M expenses by:s o 0 . Lo m e o titiiee o a

1. Analyzing:-the 1981 *ecorded O&M expenses.’or;‘;
. other large pressur zed water *eacto*s.

2. Develop.ng a 1981 0% expense ‘est <e based,
o on-the average ‘1981 :0&M -expense - ’or a ‘group v -
-of Combustion Engineering- (CE) nuclear, . -

un,ts.ﬁ .

3. Escalating the 1981 O&M expense estimate
1983.
‘Recognizing that 1ador expenses fndurred I <
-California-~have beexn-much higher Tthan the.

v U S- average and mak* g an_adjustzeas for .
is factor:” S TR s T

The RRD decided t0 focus its atte ation primarily on’plants with cEi -
units for two reasonss -1rst, SONGS 2 nucledr steam SBpply Systez is”
of CE design "and CE’ design ‘ras remained ‘fax ‘»1y - consistent with time. =
Second, of the four nuclear steam supply -systems in the-US; CEvisthe”
only vendor with units which comsistently achieve averagelannual'~"
capacity factors of- 65% or better. For planning phrposes, Edison
expects SONGS 2 to-achieve a 65% cipacity 'factor. - ThHe staff- alsoc:
pelieves that the4Qtél y of plant performance {s one of themain::
determinants of Lthe’ level of: O&M- expenses. > .0 . Toll
Witaoess Myers, in developing his estimate, focused ris

ttention on plants with pressurized water reactors, a capacity of

ove: 700 megawatts (MW) and a nuclear steaz supply systen designed by

- -
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CE. Ee excluded the Pal isaces plant Iin developpng nis average
because the pIanﬁ had repeated and s;gnf*‘can* problems unuaual pAS
all other CZ u n-vs.,“,e ave*age O&M expeusew’or a*’ CE Ln;zs,
excluding ? isades, w28 approximately $25 zillion for ‘981 Myers
escalated the 719871 average by 20.7% per»yearito'arr:ve.azﬂan.
estinaved T983 C&M ‘expense of $36,497,000. - Myers thencadiusted .the -
1983 estimated average 0&M expense for regional Iador coss- Do
differencés-ﬁy‘appIying?a“TrTSwaactor'(Southern;Ca**’crzia‘1aboriz

- oy g

adjustment of -20.9% -x ratio of Edison Labor expenses to . total Zdison -
O&M expenses).  The. adjusted O&M expense estimate “or 1983 ~for SONGS. -
2 developed by the staff Iis $4T, 897,000 wich -2disen"s "T5.05% share-0f
auclear-0&M expenses émcuntingrtow$3v;1h&,000.-' T T rT

The staff accepted Edison's estinate of transmission.
expenses but "used a: dif’eren. i“fIat on -ate‘*o briag 2dd 's
estimate iz 1982 dollars to 2 *ev;sed $7 56 000 £ .1983 collars.
The total 0&M.expessé.estizate. -for '983- 1% ng duclear e

transmission O&M QKPGQSGS'fO"SONuS 2is: 5#2 £53, OJO ,dison s .
75.05% interest of

is $8,3200,000. i - o :

iaterest
Staff contends :ha:::g;SNes:ima:emof-O&M,eipenses;for SONGS
i8 fair and -eagonable 3ince it s more han the: average azount

expected to be spent on O&M expenses for- ccmpa“able “uc_ea* plants in
1683, - vall conmeludes that under tradis lonal fixed bdudget —
ratemaking, ZIZdisern. xi;l be rewar ded if?‘t per fo*ms wel ‘Wivh any
savings from the -dbudgevted -amouat. and i< ’d‘son is. extravaéan ' ;an<
ratepayers will bde protected f;ggrecono‘_ﬂ was3¢,j . e
C. Rate of Return. . e .

. -

a T

»
-

- SN I, Lo e e
- . - e . - A . e et e

~o . .S%afl opposes. the use.of the las: au,horized rate. o’,*e"u?,:
iz computing revenue requirements.and investzes t-relat ed ba*aaé-ng
account-entries. Staff argues-that SONGS wasTe;p;igi:;J excluded . -
from consideration iz Edison's and-SDG EJSg;aéz‘ggné:alty te. cases- e
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Therefore, the impact”of  the commercial operation of SONGS-on the
fimaneial ratios was' not® considered 4n estadblisning® the lasti ~-T 7T

authorized rate of Feturn.- Staff witness Chew’ recommends™ that™the™: !

rate of return used in calcula ting the cost” of~Aavestment be’vased’ on”

Edison’s earned’ retuta and  not-the la3t authorized rate” of retirnli-%--
The rationale’ for this recommendation was- that’ the” use of a balanmeing -

account would-provide Edison with a guatanty” in earnings’;” thereby”

reducing the risk to its shareholders. It is argued that” the” use of--°
the recorded rate ¢f return inithrs<ba*ané ng accoun*iwod1d~preserve -

DT

the same .‘.eve‘1 or risk w‘th -esgeo““to“sovcs earniags as d*son and
SDG&E znvestors experlence on other utility -nvestmen'

R Y SRt SRS

In *ts brie sta" cognsel takgs ohe pos tiog ;ha he

. "

G g -

determinat ion of the approp te rate'o’ return shou’d be de’erred io;i

Phase 2. It is argued that 1 the oi_ dll combéh}mﬂ sk has beed';gduoo

~».~.

with the inclusion of SONGS *n *ates, *ehde ng both .he cu4 rent,

---vw‘E,/ ‘\.4 ,_,_,,,_A

authorized and recorded *eturns Rnaooropr*ate or use here._ Un

the, 1ssue ‘of the proper rate. o. eturn car be oons‘de*ed morn ’ui'y,'w

EEE W e

LR e S e T

o e

the ‘staff oOtnsel recommends *he use b. either the earned returs as

ma

reported on :orm OT& or *he A?UDC *ate oor the fnte im purposes of

-“"-rf\~—

computing investment-related entries ;o t“e‘SONGS ba*agoing account. B

ey~ R L

D. Inte*im Rate Relief /' T P TEeSERT et e e

-~ e,

" 'Since tne *oasonableness of'the cos ‘ncu*red ln" _
construc ing SONGS 2 w:’.:I.'t not be xnown unt comple on o. ?base 2

-A.‘-’- Lo e Raciaid

the staff argues tha* the amount *atopayers shou’d pe *equ ed vo’ pay

P -,..»-\- o

cannot be determ*ned wi*h any deg“ee o.‘prec sion B e*e ore,;the

- s . -

RRD ard Utilities D1 vision soaf‘ *ecommeqd opa 1n o»de* to bdlance

= o~ ., ..-.-,-..‘,-

-t -

the interests o’ applicants and rat epa}ers, inte*im *a e rol*eow :

should be l mlted to .he estizated Tossil fuel savi :ng.e._~ om 'SONGS é.'t

,..,4..‘— i~

The staf tizates that the"uel savings “o* Eas son and SDGEE will

--.-\n’- - el atel

be approximately“$215,7 mi’lion and 351 7 mill'on, respec fVe*Y-h*“#

e -~

These amounts would e subject to *o’uno pending e Copmiss,on s

s e R T

final decision in ’-"hase 2. A R el AR
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However, the-Special Econorics.Section. ol the Revenue. .. .. .-
Requirements Division- recommends the: granting: of the-full amount. of - -
interim-rate:-reliefl-requested by.applicants in.order Lo promote. .. ...
intertemporal equity.between.ratepayers... If.interim. rates are. o
limited- to anticipated.savings aznd.2 “cgps‘."‘.g'._era.b‘,«.y:h:.‘g‘_.er:_ FeveIVe ~. iz
requirement is.subsequently.found reasocnable, future: ratepayers would. -
then be. required to.make.up such reveaue deficiencies. plus. applicable..
carrying COSES. . . . = i ol '

E. Alternative. emaking Optﬁonsuand~.he
Targe* Capaci ty Factor Proposal

R

L. R

- - -

“TIn sta e wi ness Knech"s v ew existzng ut_lity gulatzonﬂ
does not adequately se”ve vhe goals o.‘efficiency and equ‘ty in sMe T

case of new powe* plants._ Unde“ exist ag *egu’at;on, .he costs

associated with the utilitiesf ﬁnabllity to kgep pqye?”pﬁant ERRERSDES

construction on.schedule, ,o keep CO$u$ w hin budge.; to estlmaté N

e s ~ -

-
- R

ey .

proper y *he cost of cap;val needed to suppo** new const uc.fbn, and

’-a..ﬂ.»"-. v

h‘\/'f‘,‘,ﬁ -~» ﬂ<rr-c---*-r

to adh eve eXpec ed- _evels Of powet' p-ah.... pe onmance are a e ’”A'

Bafieie Beders BN SRt

alloca;ed to rg,epgye"s even t ough management_has vhe";es'ponslf_b

o .

over uhese costs. Under these conditions, {nech ;est"‘ed tha*“'

vhy de a
o

there is little _ncentive_’o* ut‘l‘t‘es Lo correct vhegp ’ai es;f‘
Staff argues THat construction Cost overmuns and plant“opér g

-l

problems have been endemic to the ut *l*ty z:dust*y ove-““hﬂ*ras““"‘

AR R

decade aad are evidenv_*n Ed*son 3 -chn* experd ence.m_;“eb believe
that regula.ion hnas contriduted to *hls stave of affairs. T " T

R e 'A-" s ,_..-

Beyond this *nefficiency awd _nequ able alloca ion %4 “‘%F

between _nvesvors and *a,epayers, staf’ a’so a*gues tha* p*esenvnf

N - -

regula on contributes to .ntertemporaL inequi y among *avepaye*s,
because cap tal -n,ens*ve p;ants are paid .or by -a epayersr“"“

T

R nd

Ny vl -
- e P

dlsproportlonavely iz the early years of *he plant’ 3 6pera on. Thfh'

--,,......._, -

probleh o ronv-end ;oaded cap al cost *ecoveny on new powe:ﬁaﬁgqtsv
is an arfifact of the gradiss

present regulatior and is a diétor fon that is exace*ba*ed e

., .
- - - n..‘.......,.,‘
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significantly during:inflationary periods such as tkose .receatly:
experienced:. .. o L TP i Sl e s T
xiStaff:conside:eduthreesalte:native?ratemaking:opt ons which.
might correct some of the probleas assoclated with-existingo -l . 77.7
regulation-as-it pertains to new power:plants.suck as~SONGS:2. The
first.two, avoided cost pricing and.trended original.costiratebasing.-
were found: by.-staff to-offer. appealing-theoretical " improvements -over:
¢onventional.ratemaking -on-equity and efficiency . grounds.:: Howeve~;;:f
staft coneluded-that it would ‘be premature to.adoptrelitheriof these”
proposals at. this~time. " Moreover, -they.appear-to.sufler from certat
practical problems:that requi:effurtherfstudy;": e
-Staff considers its.third option; the’target capacity: - - -
factor; to.-be an.incremental change.in:ithelexistingregulatory tiu.o. "
framework~which' is ripe.for adoption.fa~the case .of “SONGS:2..:The:x
sarget capacisy factor.will, -ia staff's’view, serve to more equitadly”
allocate the'risks-assoctated with SONGS:2 operational performance. .
betweenrratepayers and-stockholders and:ereate- st*ong incentives for -
. more efficient:plant operationz. "~ o I 1T ovroe Jolrmio o DonorsooenT
.~ rI8taffargues that' the:cost=eflectiveness - of~SONGS-2:4is. . =
substantially iz doubt because of hrigher than expected construction. -~
costs. “Further, the- actnal c¢cost-effectiveness.  to ratepayers of th
power:produced. fror. SONGS:2:will: depend. tora signilicant:degree on:~
whether: the~plant-achieves. its expected level-of output:performance. -
during’ operation.- For baseload:plants:like.SONGS:2, withchigh~.
capital. costs and low fuel costs; highioutput: levels-areveritical- in~:
spreading” the- fixed ¢osts-over: a maximum: auaber ofkilowattiiours %o :
reduce the unis cost of power produced. by~ the plantiand-torminimizent:
the necessity of relying: on'expensive oil-aand-gas. based:-replacemeat’ -
power. TollT. T oot Lcnn lnorroromiro Lot oonD WO L Lo
Soou. wr. Thel target capacity factor:cthat staflf proposes:would-hold:: -
the utility to-a standard: of: performance. equivalent: tonits-planned: -
output oOr: capacity factor:  level,- theredy putting, the utilityrat risk-.-
for actual performanceﬁlevels;AwUtii;ty returas would beltied-~to-the: -

o e
- » . - - - s ¢ s
- ol v L R Ve .

., W e P R . . . .
PR e L e e e A . EORPPR s e e e e e e e et e L
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utility's ability to meet:or exceed the standard ¢f performance.” v

Staff argues that this proposal will renresent a more equitabler :novi:

allocation. of -performance-related .risk and will: spur:achievezent
higher levels of performance. -~ :.  _r 7 ° oo L1 wInoroonnil

PR S - e e ~

Staffrejects the utilities' .¢ontentionr-that-the target ...~
capacity factor:represents an unfair-charge. in the-regulatory:Trules_-

oflthe,game.‘:~8taff:argues*thatqthe:o:iginalﬁSONGSﬁCerti:icate:ofo~au

Public Conveniernce :and Necessity, granted-in-19T71,:specifically -~ . ~--
deferred ratemaking - -considerations to future:proceedings-and-did not:--
pandate -any “particular ratemaking -~treatzent.” Turther,: staff contends-
that many otkher rules and-ratemaking. proceduvres:have:already bheen: - ~:
altered since the.SONGS;certificate:was"issted;rmost:ofﬁwhich have

reduced the - risks-dorne-by the-utility. -These.changes~include ther---
establishment of 'ERAM, the attrition_ allowance, the regulatory-lag- -~-
plan, -arnd, most Importantly, ECAC." . In its . opening:brief,:staff . -~.:
states that its Trecommendation to-base.ECAC rates on:-SONGS~- . :-z-.-
generation-at:Edison's expected life-~cycle.capacity fa¢tor:is-nothing:
more than a partial return to the manner-in:-which fuel-costs.were ~::x

recovered .when ' the: SONGS project was:certificated.?:-(Staff-0penin

Brief, p. 13: ) R TLTIoLte Ut no LutoaT TTuoo Lo llnirrarn
“r Staff-agrees with therutilities. that-the.effect-of the, » o
target capacity. factor-on thefutil:t-esf‘costzof:capital:shou_d:be;w;a
weighed.~-Tn staff's:view, the target:capacity factor:represeats: a- . .
small Lacrement of added risk Tor-the:-companies involved.: Sgtaff .~ -

argues-that-even with the-target ecapacity-factor,.ratepayers-will-. ~-~
bear most-of-the risks associated with the.plant,-including:risks. of--

construction  cost overruns, nuclear: fuel ¢ost: variation; service - -~
safety and liability, and. otzer:factors.. More-importantly,. inr..- - ~:
staff's view, the small increment of added risk to the utilis -~

- PO Sty

associated. with %the target-capacisty factor:will bergreatlyousweighed
by the reduced risks associated:withihavizg: the.plant come on:line =o0
and-be put iato rates.’ "Staff points out.that vestimoayrbysboth i !

Edison’ and. SDG&E in- this proceeding: indicates that  the:companies': ~:~

financial performance measures will improve significantly after SONGS

33
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- Edison,” for example,  forecasts. thati:
when botHJSONGS'unius~areuput'_ntovratés,'-nternal«generaz~om~of*f .
funds will ‘increase from %0.2% to 63.7%,- pre-tax interesticoverage::
will increase from 3.58& to 3.89, and AFUDC will' decline  from 35.6T7% -7
£ earnings’ available for' common equity to 2T.14%.:7 In'staffrs’ view, °°
the iét‘éf’édt=od*theiu*ilfﬁf’§*ffsk‘d*'hEViﬁgfSONGS‘&ﬁidéméércféf‘TT‘
operation arnd having a target -capacity Tactor applied J&“Ebéfb*édtfisT”
¢learly a ‘reduction <n ‘overall company risk. Ia 'act,~as ‘noted
elsewhere, staf? bel feves that the Commission should ‘comsidersig T i mir
downward adjustaent iz ‘the company's rate of returz and -should Iezve
this proceeding open on the Issue o’ the prope* rate of retira to Vel
applied o ‘SONGS. - T -7 ot R S A e A NN
S¥afe argues that ‘{t3 proposed -65% target is T validlTo Tl
standard -of expected performance. = Kmecht testiffed that 5% is the-".
rigure that Edison ‘has used £or -planning surposes ‘dad "that the 7
utility hHas dontinucusly asserted that this s the Yest estimate for -
suck ‘purposes in£L1ings before this Commission, -the Californfa & -7 7.
Energy Commission, -and elsewhere. “Staff reasons “that 1f Edison fs .0
allocating ‘resource planning risks to -ratepayers ool this basis,; . ~ .
pursuing ‘a ‘project that will substantially affect "future rates; then':
this is‘also a valid ‘standard through which £o ‘allocate performance ~°
risks to the company during the project’s operating Iife, - Staff  .»
admits that Edison®s ‘planning target -is higher~than . .staffrs’

-

prediction of an actual life-¢ycle -operaving level 'for SONGS 2,y which

i{s in"the.range of 55-60%. Eowever,.stafs . contends thateven If the '~
plant does not exceed 'staff*s ‘predicted "level (0f .performance, the - -,
resulting penalty under the .65% target will be far less:inequitable
£0 stockholders than the $1.3 vLllfon in inet costs ‘that "staly expecss:
ratepayers~to pay over the 'Iife.of the ‘plast because: of its lack~ ol "
cost=effectiveness, . .. .. T irn omoo. L on i loml e omo

ST RS i o e

caff notes in its-opening brief the utilivies' ¢contention
that NRC regulation and-other factors leave zanagement with Litel

actual discretion-over auclear -plant - performaace.. The utilisi

-
-

<

-

- 3% -
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conclude that because of thelr limited conirol..over plaat-operation --.
the c¢reation of-a utlility perforzance incentive can have
effect on operating efficiency. Imstead, the utilictles..argue, the - -

- ‘A;.-.iwyle ‘:‘eal =

proposed perlormance. standard will generate rewards or -penalties due .

to performance~related factors that are- beyond. the utilicie*’:¢_ ~r

gontrol. . They consider this. to be Inappropriate In the absence oI 3. -

specifie finding by the Cozmission of prudency or. imprucency. .. . ..
L f" rgues that utility cont rol.bver c§¢Lean.plan: .
per.c"mance, wn*le lizmited, i1s extensive ezcough so that -the ,N;,;
perferzmance standard can be expected vo nave a positive. L cen*‘ve
effect. Zowever, ve,.‘.vp-anv;pe.,o:;anqe\-s-af’ec ted by ’gg,o;;
outside of management control, staff argues that it 15 -mo%-at Al
clear why oanly ratepayers stould be at risk for suc;,,aq,p;§3 An
equitable allocation of risk cannot be acaleved, -ia stalf's view, .if

the ratepayers are required %o -bear all.risks except .In such cases.

where management <ontrol ¢an be proyen.;-yahs-L;gzg;apgtﬁpriaze-;g; X
stalf's view-that their performance standard contridutes %0 -a.shariag.

£ the risk on all facvors affecting 3CNGS 2-operation.  -Indeed, .. .. .=

staff argues that -one of the most -compelling reasons Ior the-adoption.

of -their proposed -target capacity factor Iis thav it will.contridute -
to 3 more -equitadle -allocation -0f the -risks -of SONGS 2 operation
between rztepayers and -skarenolders. -~ o o emen sz e

- L

Lmecht -furirer ~indicated that he -felt that,-evenx when the-: -
target capacivty factor is in operation and the unilivy-isat-nisk for-

-

plant operation, -the utilities could always Qoze-to whe Commission:

and plead for a-modification of the standard iz the case-of an:.; -~- -
extreme contliageney suck.2s a2 lemgthy -NRC ordered:shutdown.- In_ this.-

case the durden - of proof as 0 the:need -Tor-adjusting -expected. -
performance Levels and reallocating costs and risks-to -ratepayers:. :
would be on the utilisy, waere, staff belleves, it should -Pe. "7 .-
Fizally, oz the issue-of-zuclear salfety. stafl does not
nelieve that there is a conflict detween the proposed TCI.aad 7V
safety. .Xzecht testified that-tke-NRC nas the responsibilisy for:

- 35 =
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assuring ndcieéffﬁldd*- afety aﬁ&’he—ékﬁéctééiﬁa*i“diﬁbd:wddld abide
by the NRC's rules and»*egu*a zddsfés < N
Further, the -ecomomic incentive ‘wo iderease -output undér'fhe "C~~71ﬁ35
would -not “conflict with safetyhbecause"f’is cTearly -ontweighed -by -
the?éddddmr§:f033'tﬁéﬁithé?&tirftidwduId 1Sk by comp*omfslng‘~-i: N
safety. ‘

other jurisdictions ffdd‘édeﬁing 3imilar-pe
nuclear-plarcts. - “SEafs Someludes “tHat ' £he *C?-w*lﬁ~not gonflic t?wﬁfbvv
nuclear saf ety. LOLLLNT umIlTren o vIaus S e

- PN

SR
o

~orm e s - o

:‘ °osi ion of “Othen

) - .
A. PG&E - e e m e, : B, “ el . mm na e e
L. B R o . SO0 o STlmuIIT

PG&E did not file a briefl nor participate actively-in-the |
proceeding. except Lo -offer redbuttal -testinony .oy Dr. Samir 7. 3Barakat
to stalff witness-Xzecht's.testinmony .on -alternative .ratemaxiag.. . ... - -
options.  While: acknowledging that:zeconomic.efficlency-and . . = .::.
intertemporal equity among ratepayers criteria may.have.some -zerit, .-
Dr. Barakat cautions that the use of these criteria needs to be:-
carefully-evaluated.-within the overall {ramework ol.regulatec
utilities. The superimposing of-competitive. ma*ket ‘deals el -, L
competition-must.be-reconciled -with- -the .- _gulayed;monqpqif aue"o*A.ﬁ

-7 . .zrArguiag that Knecht's.testimony seems to. Ilzply-that. .. .-

-~ R
e e - e

producers bear-all the risk.in.a-competitive, societly, Dr..3arakat ...

notes - this is~not:algay§:;;ug:qnqgtggqqTa:. many examp;esko.':h_,.-.m.

SX 1 a-competitd oclety.. -:.hewConm ssion
bel*eves~thau‘vhe‘utiliQLes,3hould:§ssumg:add:§;ongl_.-sks 228 .
cautions that it should carefully aralyze the bdenefits.and costs.of

Lie
having: the-utility assume the additional risks.. Ilf-greater-risk is

imposed ou:the:-shareholders,.investors would require-a.higher.retura,
in exchange:for-assuming-the risk. .Should-the Commission-decide~to, -~
impose: greater: risks-on the. utility,.it.should be-a,fair.risk.ratiex. .
than a-risk. that will most likely result ia.a.rate, o‘ retur -pgg§;3y5:
which Iis not the result of any speg;g;¢<;auagg;¢;; gr_“,cgm‘;séf

i i

e

- 36 -
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- :Dr. Barakat argued.that if the Comm_ssion.cons.ders e

S e gy e e

imp’ementat on of the TCF.option, it shou-d .be .done oaly.-~after:
careful review -and; 1% should be -introduced gradually..to-aliow . .... =
suff,g*qnpiexpgrignqef,qfenhanceuevaﬁuat*onuof its effectiveness. -

.
RN
o

Dr. Barakat further -testifiled that if the Commission is .considering, ..
deferral of: rate .recovery -to.avoid -rate shock, it -should «ca*e“u’_i_:,f 2 -

examine,the,a&sqciateduggszs.M:“e~furuhe*.sugges.s that il .the .
Commission decides -to reduce rate .shock, .1t .can correct alleged. ..

.

-

- -
B

efficlency and intertemporal equity problems by using a conventional
ratemaking mechanism l‘ke a balanc-ng account. 3y using a variaat of

the
Commission carn reduce the iavess ors percep {oa of -*sk. SEEE

-
—————

-

B. ty*ofésahUDieg§'~~”~?*4T SR Ao ol S ol AN

tiTUS Thé-CLty -of San Diégo “participatedLithe ercsstexaniration®
of various Edison and SDG4E witaesses; ‘partfculariy thosewns -° 77 7
testified on ‘matters-affecting SDG&E ratesl It did not file a-brief::
in these proceedings. T LTI LmovoTLooe Lrmmi T inmn loemsrozescnl

c. 22357 e e T I T RN
“In the oral arguments TURN-stated that-thereiis a‘need:!

the nuclear power iidustry toirégdfnithe confidencelof the .ol

ratepayers. This can-bé-done by imposiag®a-wasrraatytof-performance T

requiremezt on the-utility.- TURN believes that applicaats=should de

required- ,dfmeé; the 80% capacity factor originally wsed hys =T TLIITI

applicants when-they £iFst propdsSed codstruction-of SONGS 2. ~TURN: -~

also-opposes the -levelizing-of rites Since it cbn uses-£he” pub;*c'b

mask‘ng tﬁe'e”eé*: ~any~*ate “actions-takenby-the-Commission

D. :riends of =he-<Baweh 0 LI lonr Il Timan Llwoan Sl Tanroznoo

-

-+ #L-"Friends advocated-the adoption of avoided cost-rates’tosget”
aw&?“from-the~arbi rariness- of“estadblishingatset targesicapacityc oIl
factor. - Frieads-argues that sufficient-financialiincentivessandsic =:
Peha9tiés*dc“nbt’éxist‘under'théécuéééétfresulatb“Y*vatém:anﬁﬁtha“::;
theé adoptidn-0f a performance mechanisn like TCT or-avoided: coss s e
would serve a‘clear public-imferessl’ = 7. T To.iinownroronoul doo

Z 37 =
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E. Communi;y-EdébQ#iACtion"Networklffﬁ~u“:n =7
Community _ne*gy Act on Ve wo“k uakes ‘he pos ion That

Ry J

this proceeding ‘s a p*eceden set ﬁé case Ao* ’uuure pro c 3.
Therefore, in order uqkﬁggfr-g;;l w‘ hw*avepaye rs as. we 1 as
investors. it recommends:the’ adopt on:o*‘ar*o*m.la which: ircludes
avoided cost, trended or-g;na_ cos.g and ta*get capac‘ty factor.

s

Such formula shou“d be spbjec* ro. eva;uatioﬁ eve*y two Qr three

[

months, as an ongoing process, To. ‘evalua‘;e \:S.t& perfornance and sk
sharing of risks. w e e
F. Mr. Dunean

Mr. Dunc¢an argued that there are many_pnantom ,axes ¢?arged
to.r epaye“s whﬁch are never pa-d vo the,gover“me X bwahe -

L PeR RPN

ut‘*ities. He bel eves. uhat *a,epayers shou’d,get an, equ yﬁpeturn.

B A =

the int e*est- ree .capi a; prov ded by ratepayers to vbe ut;lizies

B

S T

in the ’orm o’ phanzom vaxes. i -

Mo e oD IX. Issues oo Do lR
‘Dur‘ng she course of the heariags certatn méjor issues :

emerged that ‘must be addressed iz tnis ‘dect :bn. ;heSe‘*nc;ude -

- - e = - P
A i ~

following. ) - - R . - e - as .“ d;-ubd-’-

-

LR R

“Should SONGS 2 0&M ‘expenses be set om a "
--conven Lonall vest year. Tixed estimate dbasis ..ol

or should they be_s_ven\ba ancing_accounr -

treatment? "7 st

3
oy s PR -

¢ ‘comventional test yea“ ‘ratemaki: g is““
'radopued what level 0f expenses should dbe:r:
..acopted? - .-

i e R T e I R PR B

- = -
- - - LT G

. .0f the overall revenue “equi*emenv _nc-paseJ
" sought iz phe application, what portion ~~°°

should :beallowed as.~nter‘~ .cash revenues?.

4. “What! ate of ‘retura saoculd bYe appllied - -tow: '
._SONGS 2 investment ’o* ho putpose .of se ing
“fnteriz rates? ' T

5. Should SONGS 2 and 3 project costs be divided
on a 50-50 basis to allocate common plan?t
equally ¢o SONGS 2 and 3 or should it be
allocated on a 650-40 dasis to recogaize that

- 38 -
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common plan* goes into servi ce»wbez,SONGSwe et

goes iato ser vice° L -

P -t S _q'“' s ~.,.-A..,-"“

PR [mp— -

6. Saould the staff's4proposedkvarge“ capac

A’actor be adopted° o LR S NN
7". Stould other al a"’ o o ema‘c.;ng D U S S SRS I R
LLour ] treatmen: **discussed~by~staf’- 1sCuDe oo v s e

ccnsidered” .o .

-~ NS e ~ e e -

‘ ,8,_ Whan adjustmen“ h HCAC and‘A“R rates snou’d e
o e made, i. any, o *eccgn,ze fossil fuel- - - -0 e
savings from the operation o:_SONGS;z?A:;:: o R S

X. Discussion A

A. TFixed 0&M Zxpense Bstl zates . L L ﬁ*4jj¢4w4w*
Toorp Balancing Acccunt ' S S
Edison  faiss y a*gueﬂ nat the ual qu&ness o SONGS 2, h

lack of e xper*ence 0 ope*a:in the: plauu, th volatile dature of the -

.

nuclear *egulatory eavironment, the *a*ge range o*'var*ébLW**y“4 *he’

- o

performance level of new znuclear power plants, and ‘the reTationshs P -
which exists between planet performance and 0&¥ expenses 2ll are
factors wh ch make accurate estizates of .0&M expenses extremely

air cu’t. ”here‘ore, ,he adopt*on of ,ba*anc-hg-éccoun* Aea,men.'
for O&* expenses is war*anvéd; o i .

SDG&E supports Edison's pcsition, Aluhoug“ SDG&; believes

Q&M expernses for SONGS. E-a*.-capab;e of - iiua '.n, -doub el
reliabilisy or accuratesess of such esu:maﬁéi;p:;”‘*‘ o

‘..--- -~

Lo

The 3% a.., oz .tzhe other hand st oagly Opposes dalancing
account treatment of O&M.exppnses and argues “nas é&reasonab’e
estimate can be made by averagl ng recorded O&M expensés td comparab
pressurized waterhfeac.ors xi:h_C?,nucIear sueam supo f sysve zs azd a

capacity of at least 700 MW. ~.The staff bell res.- theiom way ¢
control Q&M expernses isto establ.sh -dudget and thacf:he.adop:ion

-
e . 3

el a balarc*ng accauh.'; me"e*y ‘an _nvitation 'o* a*il: les to spend
~ eed-y -
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- Edison abandoned its. request lor dalancing account . e

eatment of Q&M expenses a#d A&G, expenses at the oral ‘a.zr'..gn,.::xe.n.t'..A,_.~ -

However, SDG&z-has eon nued Lo request. balanc*ng account .treatzent. ..

while admitting that the level o O&M‘expeuses rat he.jthen\ba aqe;;géi
aceount t.ea.ment is -the real ssue.,.a.

We agree " th stafr t“af the cos* O&M‘expenseéngﬁeﬁ d beu_
recovered through £ xed rates. . An opeg—ended,ba.a;cing.accounr g*ves .
a up;l ty 20 inceative to cont*oleeosts_w‘.h_a.wee ilmiv$ 0% 2 fixed
budget. . Although-adison.rev sed its position .to. a;opt a xed gu*e

--.-.-.4 wmuamx.

for O&M costs, SDG&B s%ill argues that ,s,s,‘yus_asma.nonoperat_ngqh

- - e ~ - s e e .

partner,suggests t“at lv—ShOhld place its sha*e of O&M expenses ,a
balanei .08 account-: SDG&; seems'.o _mplx.~ha.,edue .x "s s,arua, ;__
is to some extent .less responsible lor the propen _ope*azion.aﬁgx S
maintenance of SONGS Units.2 and 3. and.the.con rol of related costs...
SDGXE has .failed to demonstrate why it should be gran:ed %i.Q§_d .
balanciag .account. As .a 20% owner of SOVGS Un*vs 2 .and .3, SDG&E. is :
responsidble Jor its share o’.the.p*oper operat .on. az d.ma.n,enagce.o.A.
those facilities. As such SDG&Z can .expect to. ca:*yLZO”; %, the . )

liabilities and *eceive 20% o*k*“e bene :s-*e aued ,o SONGS 2 gpd 3r;

PR

s

as i iz were ’"l ly . _n eontr ol of une status o‘ "s 20% *—*e—es,-.

SinceﬂSDG&h‘ s expecved‘vo carry full respoasidilis :o. -Lts shane ol

.....L>. P

C&M expenses, we Iia¢ thas.iv, 1ike Bet 302y 5h9“¥¢:ﬁ?9°¥:ﬂ;&¥Q§?w
expenses through fixed rates. e . : e

IR ~ o
e - . [ L . A . T

3. Appropriate C&M Expense Level T L R

_,.,.‘A, L

v

e ey

Lo e . o b W

In this proceeding we are conf onued uh -1 choice be*ween
Edison's effort to rely.largely on -a r a; cos, est tes, vO p*ed

-t

0&M expenses and an estimate pnepajed by atf based p%_ma*ily on .

an average;qfibeeor¢eqTQ&M;expegses of ;arge‘nuc;eegfpowe,aplanus-
having.a'CE“nuclear.sceamAsupply system._ udisen -argues .that had. .tk
stafl consi stently and._og_cal*y applied e averag_ng.mee“odo ogyﬂuo
all available. da ta.ancd had. cons_de*ed, 2e var iance azong-ihe. data i3,

arriving at *ts estimate, the resulis wou’d have been close ,o
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Edison's plant specifi 'c"est'ixia” " Edison'states that the- ‘:i"erease x @

ts projection of O&M expenses between t‘e orig;na’ ‘and’ rev~sed
estimates reflects the expef‘ence ga ned‘by‘"he company iﬁdebe*a ngws
the plant during the peried aad not s*mply a *esponse 6 the srafers "
recomxendation for adopt on of fixed es% _ma:es. “Tdison con endS'that"
each nuclear power pla t is unique ‘and” thav the ave“aging proeess
used by the stafs *ails to *ecogn ze any of these ‘tmi que“*ac ors.t
- Sta..‘a*guef Lrat its estimate ‘does mot require applicants

to exhibi* a super or per*ormance, Ut onIy an average ‘omes - St ff-
believes its imat on procesz u*‘l‘z an *“dus Y arve'--axge“"r

clearly preferab”e o Tefson's method wh‘ch reI es heavzﬁy ueon SONGS%

S e om o

e -

1 experience. Altzough the 'staff primar {1y relied on ‘az ‘dverage”’
based upon the O&M expense expe-ience oF s‘x CE uzihsy i“ A Pty

baom

compared such *esul s with ‘the ‘experience o. otk er'*a“ge ‘préssurized

LN

water *eac.ors ‘and < e experience of newer Ln*ts.’ Staff ‘conteénds -

that Edison's $65 million estimate IS unreasonable as “demoastras éd‘b?*
the '$18 millfon dollar imcrease be*ween .he ors ‘nax“and—rev sed SR
estima es xi th - ..o exp ana ton except “or “‘”ts better unde"suand ng o’ . .

AR

VRC‘*equ..emen S and e“add;:ional'expe fence ga;ned wJ,h SONGS 2
during the sesti ng phase. THe “$taff also ‘argues that Edissats - -
origizal estimafe of “total SONGS 2 -0&Y ‘expen 1ges "0*“’5“7"5&'0 ooovu-s'?““‘
more reasonable thanm the revised estimate of $65,287,000. “2disén's”
75.05% share of these total expeases would be $35. 754 000 ‘ame - VNS
$49,365,000, .espectivelf, aad SDG&E's»poreLon would~be~$9;$853000

and $T2 762;000; respec::vely. e T e St
o Based on ‘be ‘récord fa° ;h s proceed*ng we do not'be’ieve“-*‘

the level of’ expenses estima ced by Ed¢ison has deen adequasely Y *-
supported dor does £t appear ‘to be *easonable‘compared*.o-o&w"’ R

PN

expenses of “oth e*‘nﬁc éé*“ﬁéwerzﬁiadﬁs:“ “We “c{ad that the “staffrstc v
frort to-derive an Q&M" budget ~by seudy-ng substad ially s‘mﬁla- B
existing facilfties and adjusting for" Californ-a _abo* cond;tio“S" e

- o . o F— - . P e

- PR
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bk

provicdes us with the best avalladble:data upon which to set Q&M
expenses. We agree with.the staflf.that the averaging process should
compensate for the unique;e§§;§:¢SQ¥G$Lg;gge to other factors which
are unique to the plants used in arriviag at the stafs estimate. In
-wactvame_nove.;ha# theﬁsf '£.O&M;esuima e appea*s liveral in
' compa son.w th cos.s a._nos. o““er s_m‘lar plaats.

i —— e

= .Table 4 -shows our adopted level of &M expenses For £dtson
and SDG&; as well as pensions and benef ts, pay“o uaxes, proper y

;gquraqee,;excess_p:epe* y liadbility iasurance, 25e *ep-acemen,.,

.generation. insurance. . ace .here was“no‘diffe"e"ce vetweern the

~.---,.— .-u.—.....-.-.-n....u._a

stars aqq‘eppl;ean;s' es,.mate ‘o pay*o taxes, p*ope*ty.v zsurance,

v..«..,.l [N, -

~aad excess property llability iasurance.. we Jill adops appis cants'
estinates for these ‘*ems. R

Rl

et T

Wnile the sta’f does not disagree with appli cants’ cost
estimate for replacex exy generation _nsu&ance or Nuclear Dlee*“’* -

e ain
iy e

Insurance Limited (v:z:.;) it d‘d zot ;nelude such cost Lz
.esvimatevvo h‘g,li his expense to vhe Conuission. .,e RQD s

o i

wis ness Cough an, .es*ified th L he was uz able To eva-ua.e wheuhe*
‘such "su*anee is *easonable o* not.

Py .

-y
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- ~ — - - . ooy - o - - _— - e, [N e e VR
SO TLTL SENGS T e -f -2 TaTLnns JowW L LuLIvIos .

T - Nerr I:zves':nen" ‘Relased best':Z Swowennl N Lmoznnm
g A : (Dol ams- 47 I’!‘.ousa:'ds) JhnLovnrno oL osIziooeozroo
B : -z ~opolniline Estimates-: S”M: .J.c‘.op-s;c! R%g.-_lt«: :
:Line: ... SCT i SDGKE : : SDG&E : SCE : SDGEE :
:No.:: De,c:i':t-on ~ v Shawme - Shamer o S‘::a-:e :"Sha;e :-Share-C Shars -
R, - P . T . . (A.) . - A (3-)., Dol

.

| ) - (.’c) LW (D)f Av':,--: 2 .--) - (F)

smmshm &Va-—l-mce‘ - : ot s R - e .;.‘-'./»...a 200
p-oe:;’céian o s-«s,z:o szz 762"" *ssﬁ,zas 3. 8,300° 531,14 ss,zoo

ssian ) K ,-55 TSR 0T ._. - -,155 T "f"_-. PO 17;155 Lew s
Swmtal M f"_' -9 1365 123868 ° 3z 300 8730 -%32,300 “° e"-ia’oo

.....

W -

N e e e~

Pensichs & Bemefics " 2929° " Ty T ree0" TTEzgtT " LieeCT T
Pay'::o’l Tax 842 e A Y R Y,
?'c?e-'-f o
o ”':\c:.ess ...op.
'.‘.&‘D"""i | '43{5 117 :.._.23 Mol

~ i EE. Lo
s PN -

O 0~ o i &
N
-
ml
ai (O
o
~3.
4 ‘la
B
(R
o
«
€
i
~}
‘0

2
O

Replaceoent 1

12 Subtotal, Iasuc. Sy &

13 SUSTCTAL 58,510 15,190 39,135 10,103 48,476 10,361
14 Fronchise & Uneoll. 325 2% 400 1 413 223
15  TOTAL 59,005 15,51% 39,533 16,318 40,889 10,684
16 CPUC Jusisdicticmal 55,112 N/A 36,924 N/A 38,191 -

s 33
>
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Replacement generation insurance is intended to” provide™insurance” tont
- recover replacement power  costs resulting” from nuclea.*outages 2%~ 2%

*esul*' of an’ accﬁ.denf: The coverages provi ded undert NEIL- I arez™" 77
773l & sik-month deduetidle period.ti. SFTI. NS EEEE

. """b."’ A7 maxdaam payou" of” $3 2 :n:‘..ll on- p-er‘* Week T opT L TN

- 52 weeks. - v - - - ot R IR A

¢.. A maximum- payous o*‘ $1 6 m‘ll on- per: wee&c fOre

another 52 weeks. (The payout caunot be |
: greater than: 90% of the estimated- excess’ cost’
© . .o of replacement pOWer.) - ~- s e b AR B o i
Over a two and one-half-year period, the maximum payment the owners: :-
of SONGS 2 could receive. would: be- approximately. $250 milliion..- During.
this same period, SCNGS 2- would: require approximately $780.million: in.
replacement: energy €osts, assuming a-shut down. of: 2% years-and-.. -,

replacement at 50% oil and 50% gzas and a 55% capacity factor. -« .~ .~

A e

“he insurance policy. also .provides that.any Iasuraznce-: -~--,
payment would- be provided from any- accumulated. reserves.-and, pr'e:n‘ umS. ~
recelved during the year.. ;.;Anr requirenents Ia. excess of such - S
reserves and curreant preaiums would De. obtained Irom & '*etroa.c . e:
prexiunm -adjustaent up to five times the aznual prem*’ .z:n..‘ S A oms

- ... If replacement insurance -is not.acquired,. tie, owners. ol .. -
SONGS 2 are coacerned ozly. with the probadility. of. an. accident at-. .
SONGS -2 -and. the .need to replace the enengy which would De genera wec‘. "
at SONGS 2. ZIf replacement exergy iazsurance is acquired, Zaison a:.cl
the other owners would be affected by accidents oceurring at otaer
¢overed nuclezr power plants. The aore plants covered by this policy
the higher the probadility would be for an accident %o occur whick
nay regquire resroactive prexium adjustxzents. Offsetting this higher
probabilisy of an accident oceurring at any oze plaat Iis the reduced
cost Lor replacement eanergy should an accident occur at SCONGS 2.

Qther considerations in evaluating the need for replacement energy
insurance are the probabllity of an agelideznt extendinzg beyond the six-
month deductidle period, the probability of ‘:.he plant closure

[N

- -~
-
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extending-beyond:the two and.one-half-year.period, and the amount o,."»_v_._ .
the Insurance coverage.vis-a-vis.the zes.cost. of. r°pla.cemen.~. nergy..
The 2RD was urnadle.to.evaluate. whether, Suek insurance ..sﬁ*easona.‘b_h_
or not. If the Commi ssiozn should a;.;.gy: rate recovery. of replacement
energy premiunms., . the. RRD.stafl. recommends t2at annual. prezizns be
recovered in base rates, make-up p:-em" ums in ECAC,  and *thrat
replacenent” 'e—:e*gy ,.glfag-j‘ance proceeds be’ c*edited“‘ bo-’“ECAC.

r.d.‘.son, and. SDG&E argue thav .he Com:n...ss...on a,... owed
replacement energy insurance p*em_ums for SONGS 1. &zt -.82-12-055,

Sdisen™s last general rate’ increase applicatiorn,.and  there is o ~o.

1

reason for not- allowing similar expernses for SONGS 2. - Waile the' Z: "¢
starf has ":'a’ﬁfs“e'd ‘some’ valid: doncerns aboutthe prodlemstassociated [T:
with evaluating the reasonableness of replacenens gegeration: YOI, .7
insurance,” we do no¥, a¥ this time, bellieve it would be reasonadle. o
abandon our past 'p‘*ad‘;’i"cé of allowing--sueh insurance ‘expense in

rates.” Therefore, we will allow replacemernt generation ;Lriem*‘ﬂ.:m“s‘-tdf 2
$1 ,31'-3 000" for Tdison and $358,000 for SDGEE.. " We: will - ‘however, - . "
adopt the staff's ‘accounting recommendations- relating "o replacement ” .

gene*a:::’..on insurance 'as reasonadle. Qur ‘acticn fa authorizin ag S aTen e
replacenent gederation iasurance premfums In thig proceeding will not
preclude the staf? friom raising the Fssue a2l subsequent proceedi: ng
1Ly feels LY is ready <o Take 2 recommendatics onvhe ‘menlys of V7"

h & - - - o [ N EETO - T B . e it oo
. .o C s B e e e et L BN e e h e - . e e
such Izsurance. . , P
~ - - - - . ~ . - . - ~y L~ - - - g
- - - - . - - - ~
- - - - - ~ -~ - ~ -
- . - - - B
- ~ - -
P e . - - » -
i - - . - - -~ ~
-~ P - e - - . - - ~ - - e
.. - - -
~ - - - - - ~ o - . ~ - - - o
- [ — - - - - - -
- - .
- . o ~ ~ o~ -
- ~ - ~ - - - ~, - - ~
~~~~~~ ~ . w - ~ —— ~ N e P
- - - - w .- - -
— - ~ - - - - -~ -~
. . - - - e L
- - - o~ -~ - o~ - -~ — -~
~ - . - - - - Sy
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C. Rate of Return to.De Applied toi:: [
SONGS 2 Rate Base for Interin Ra:esq.

- . Edison and SDGXE both request. t‘*a‘.: rate of 1~evu*n oz. . L
SONGS 2 investment be. ba.sed on the rate.authorized Jor. each. company
in its last gener al “ate cez:ze.,3 Starf opposes the.use of the las:.
authorized rate of retu*z arguing. that adeption. of. béiéné_..g accou:;.:;)
treatment on. ;uch, ,._gygs.me;_..-:evla;e_dj-:evg;_uge\. requirexent. would ... . ..
guarantee such returszs, whereas.planz-:.otﬁsubjec‘:.. o b,a_a;:c 2g. accou
treatoent may or may 20t earn suc‘* retura.. . call, “'*"heﬂargues

that since the rate c¢ases in which vhei-ast autho ized rates ol "l

eturn were estadblished. had specifically- excluded: uhe-'e‘-.ec‘t ol SONGS
2, such returns had not considered: the effect. of SONGS 2" beingrdn T/ -
operation.  Although'it i3 true: that operating expenses” and ralte” base”
relating to SONGS' 2 were specifically excluded Srom the. last  general "
rate cases for both Edisom and SDG&E, the records fnel u&éiit*% mTORLTTE
analysis of cash Tlow and borrowing requirements that’ reflect the
potential for ‘test year SONGS operatiorn.'” We' willileaves for . L.no T:
cons"“de*a'b 02 iz each company's nexi ‘general rate case’ the Tull: range:
of implications stemning from-each company's.changing financiall -
:‘equd.remen" + We concur with applicants that there is no need Lo 1.
hold further hearings at this time To esvadlish o reasonatie rate o8&
returz on 'SONGS 2 investment for the purposes o“ setoing nserim.
rates’ . We' also see no ‘poin% ia requiring that the ratelof retural be -
based on -either actual ‘earned rate of return or AFUDC rates.

- We will adopt "the last rate of return found reasonadble by
this Comuissfion Tor 7983 as the reascnadle rate of returny to e Tu'se.c'.‘
for the purposes of this proceeding "for each company. . Wwe 'd‘“‘sa‘g*eveii -
with 'staffrs assertion $has theuse of authorized rates oS retura in”
balancing ‘acecounts such as ‘these would guarazntee the avtainment of ‘

: - r
P - - N e e - L= . - - e - P— - —~ -

e D e m

3 D.82-12-055 authorized a 12.55% rate of returz with 2
corresponding 16% ”ﬂ-tr..r_ on common stock equity for Edison and
D.93892 authorized a 13. 25% :'ave of resura wi .h a correspondin
16.25% retura on common equi for SDGEE.
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the authorized return. In the no"ma¢ process,~*aaes are: se‘"co-as tol

enable the company %0 astaia the. author zed~reccrn—if dxpenseswdo-“ot
exceed projected levels. Ia this ins=tance- aS‘we”"”.he wse of a

-y

fixed °&"tbﬁdsetﬁﬁill”ASS&*e“that‘earnings will" be subject tom - "

Vi1l
fluctration as’ expenses vary. 'WéfthéreSOre Will'adopt ¢ -42;55,-4
rate o."*eturn found  reasonable or Zdlson for 1983 and e "3:25p
rate of *e tura found “easonav’é ‘for SDG&I" as *easonable PR
establishing rates ’or this' Laterinm desisfow. ” TN SSiL o omous
D. What Portion of the- Revedue Request - o GT oLen oTwoton
Should be Granted-in Interim Rastes?-. . | - e s e

In this oprder, we will: adop;,vce staff's: p*oposa’fto.g*ant.

NAAC ag¢ount- rates ingreases equal- £o- . efan.;c_pated LTirsy year fuel -

Y

savings: 0 be reflected iz concurreat: SCAC and ASR--reductions.  Thwe - -
net~e"ec*\will be,nOyoverallyrate;change;at~,bhs;,-mgyzcr elither

- e ae s s . - -

SDG&“ prOposed what s rates *ema_u~unchange§~@s;afxgsplt~
£ this decision. The company, reqpesued:-nworal;a;gumentx;ha?:;f-*~,

RV

SDGLZ's. base rates be increased by $100. oillion while its-ECAC .aznd -- -

-n—-

AER rates.are decreased by the same amount.. Comp&red~wi¢ AN T~

- n, ciean

estimated $120 zillion ix Yase rate requirements and $52 millior Zm.

iy _siny wly who
Suel savings, . its requested: rate treatment would L eave overall: rates
nchanged~and-crea:e)unde:cqileczions-of approxinately S0 million Ax

PN T R L CT N Y S
TN o

with SDG&E rates snould remain . unchanged 2t this tine, we A
believe it is .more proper to place any SONGS-related undercollection

resulting from this decision in the SONGS MAAC account -only. - -We - -~
will, -therefore, increase base -rates by stafl's escinate of SONGS .-
Tuel savings of $61.7 million and decrease SDG&I's -ECAC and -AZR -rates.

by an equivalent amount. is .noted below, -the resultiag MAAC-- ¢ -

- e

ivs MAACvacccun:-a:d»S#& z2ilXion Za Lts ECAC account. -Whileagreeizng

sndercollection is uncertalin at this time, as the proper firss year
SONGS revenue requiremen for SDGEE remainms 4¢ be finall

deterzined. T
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We note “that” "d&fiﬁg’i‘*h&sef heariags, SDGEI'S- bond rating was®
upgraded to an A3 *at‘ng by Moody's” and” .b“éniA?raéibg?b?Z taadard® - -
nd Poors. ~ These izprovement3d in  SDGEETS- Financiallwatingsiareian’i--
expression of confidence a SDG&E on-the pa**fo“Z*he~**&éne*a‘
community-and were: made while the' s a..,’ interin ‘Proposal’ adopted*if
he..}fwas sénding before vhe—eommiss,on. R R
- TJalike SDG&;, ”dison a*gues ,hat we- should” institute” a=rate”
increase to account for SONGS 27 at-this tilve.’ Tdison” argues that i’
requifes substantial cas“‘rate'*elief~at~present*to‘satisfy-the RRER
fiwancial community and maimtain its' bond ‘&tln *tiaaﬁeve%: BE %ﬁﬂ’s -
own actions im ‘this proceed ag do “ot suppo*‘ this tontentioni~ Tax)
inf‘“e'hearings 47 this phase, Tdison ioated t“a"‘ota*~pian¢'~v-*:

-

costs had exceeded t3 projec‘cions 25 reflected 4oithe appld carionl: '

P

Ihe—s.a*‘ o ediate.y~encouraged-each company>~o-a~end~:ts B
appl*cat“ 6b'¥e‘*eet’theiﬁbd&‘Ed7ebété¥'frﬁe5sté?f7é¥en’Ei““dﬁteed7;
a motion to compe- egeh Wility o “'*e'En”EheﬁddEﬂ%i Dmwe ALY denied
tHe motion, but imdicated Lo each utility +hat a Taillre to azend ¥y
application would Teave ;‘."“a* *"is’:c ror any“ acfa*f%aaf gums < AT

el - meit s ison™s Wefusal Co
amendfihs‘Ebﬁiica ‘o contrad~cta s~expressed'conce*“ Fors the TNLITL
precige amount -0f current rate relied. L is discussed adove, Tdison”
also commented, ﬁ*theﬂofar'argumentﬁ‘:hab~ic#wouldfbe;w l*ng oS
forego the bemefits of some cash flow in-the fnterest of rave
stabilicy. - We helieve ‘that the ratesetving ‘approack adopted zer
nest ‘serves “hat’ 2o - SOOI e SNLTamee sl L omcInioTLinns

L. BEd{son ‘argued ‘thas ‘considerations of fntertemporal i equity
for ratepayvers Faply ‘that all ‘or most of the requested ratve relief -
should ‘be granted ‘dow. ™ 'We are not convizeed “that “his £§f.“e'da3e£ﬁf
As discussed Melow, -£¥ appears- .ha“"‘n&éftémpera*NAQu y would DesY -
be served by deferring -a portfon 'of SONGS capit
we -are faterested {n further ‘exploring types of ra emax‘“ rZtreatzent
which might more falrly distridute -the costs of "the SONGS -facilivies:
to those 'mos% ,ike;'4;ovreceivefthe'beneﬁrt .- w0 :Keep these options:

- U8 -
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open,. we. zave. adopted- this noderate interinm increase, at.a, level
which will-not. preclude: later- choices Soxr. imzlemen..atiom Of. . s
alternative ravemakiag. vechniques,-if. sucb.ﬁ were. to.be adopted.. .. -
_ As discussed: above, Edison further argued, that, 11.53%0
o2. in curreaf rate relilef were. granted,.34.5% of. plant. cosfsn,:‘._,._
wom.d rezalia at risk. We cann_é_.‘:,:;-ge;yt.ppn Zdison’s, estinmase Jor.the .
The calculation: of: ¢
"a.; r‘sk" a.":;e*. ‘.'.l':. - _g;gn ng of a gi vem level. of. *a.te z~,<:.~,..¥:.ef.‘~ c‘.epend;_,;
on the 0&M dudget wiich.the.Comalssior. approves, the ireatmeant ol

-
P

izvesizent tax. credits,. the. amount of accumulated. de.p—r.ec_a,tion at. the
completion of. Phase 2, the. level of.rate rellel. :oqu‘*ec‘. for.. ...

L P

deconmisgsioning. expenses. and,: of ppy_r_sg, e. reasonadle and prucent ..
costs related to. the. facility.. . Except. £ ", "“& acopted, O&M Joucges,. ...
none of the other. factors can. de deue*:n..:zec'. z:.n.til ‘the cozpletion .of -~
Phase 2... Iz additio _.d..son s caleulations a.ssx..me& that 60% oL all
costs related. Lo un....s .2 azd. 3 and. com:non Jacilities would be .. .._. .
considered in conjunction with Unit 2.,, SDG&:'& SO-SO cosy spl::t‘:::':;'.ng .
approach which Is acopsed & in. th_s.fo*de.ﬂ, anc. the, lower .staflfl est

for QO&M.-expenses which is. .a.c'.op..ed,, Tean -Lhat &

anount of- plant--"al.

P

percentage of plant ef" at risk b}n a abz.ven ..evel o“ *aven reliel ~n~-

canrot: currenily: -be caleuiaved,: we must -establish.the proper.-level..of
rate reliefl .on dififerent ZroundS. - '~ ~ & man o aeoTtomls ams oo aT

o FRPSRE B N AN - - - e e

SRS . B »view ©f these uncertainties aad-tue. neod o a:.low Lom .
full consicderation of alterzative ratemaking approacies., -tae. swa.:‘:im -
recommends that MAAC rates de set 350 as.to offset .antigipated first
year fuel saviags. . Staff also .argues -thalt fuel:savings represeat a .-
zmeasure of the Zirst year bdenefits to .ratepayers.assoclated wit
plant.; Staff"s recoamended MAAC rate level IS "‘~_e :n.q:g reasozadle ...
approach Lo adop\.. -at this point ~in-the. p"oceed AGwimr e ter vF zove L %

Tacms o olncth

the bas*c el c‘:,::i, ak at..e:'r_ﬁit-:..; e -d ‘:-5.—;.1 Les oendm:rg “finak ‘ :
deternination of the :value 0f the plant to.De placed.in the-rate.-

=49 -




A.82-02-80, 82-03-63 ALJ/vdl/jt/mE™ & [.v Lol TiLT0-DD L T.-ln

L

"baséﬁ"*mbl‘ditifdfthefeS*abI*Shmenx;of n MAAC account Ls the. ~ii.:”

recognitvion That undercollections may -occur in relation Lo earnings

ew, o~

0f capital for:.plant that isused and useful.. . Thisis:the case - .777
whether the rate adjustments allowed at this time reflect the adopxed‘
fuel savings as recommended by staff or the- larger amoumt I equested

-.b - AR

by uhe applicants. The magnitude~o’~a“ywcnde*cdkkecc&ons"~%oweve~,

[ M Rtwieke ~ "T_‘.’\""

cannot be *easonab .y es *ma:ed at ;h‘s me. *he prude*cy rev*ew o.
construct io* costs has not yev been conduc,ed In addftion Ovhe““

"‘—r - .

ical 'actors a ecH s e .eve’ Q’ anf undercol;ec; ons are

T oot ..‘.-.._,.

szil’ o be de erm_aed d‘vb *egard vQ uhe *a.e s ab‘l éf_on auc

! “

- B P

*ntertempo"a- equ_ty ﬁssues -t scussed above.” ese -ssues a

“v""" i edelodon p‘ﬂ'“ﬂ-w\“

deferred ‘or -urther hea* gs whe d 30 ndKes its supp;eme“. pA

- R e - .

SONGS P ase #1 appl on.: *he utilities here and_vho ;i*anc’a*
commun-ty “at arge, howeve ; need vo bg assured *“a*_fhe appl can ;

------- -

will be zade whole oz une Qas;w of **ese “for hcoming dec‘sfons

et “ iR atadiy

. ——

L ey

through the operation of the MAAC. fctual usdercollé ons; IRy ani{“
will ea*n 2 retura-to cover opportunit °y cosusrvo ~.l'xc': u‘i7fﬁies "Thé

value o’ the *ge;“sgv 283 be_ng used as the azount 6 be pu* iz%

e T e I N T -

basic el tricél';atés _ay vhis tize IS thé 'es¥_t 3} cohge*ciét .
operat °° ot ““e ez ire ‘ac¢11:~;' ‘THe' Comm-ss_on nas yé< R

-
IRl duloks . At

deueﬂm,nn *he ul e amount o be *a basnd and the deg*é° to

.,_,.~. " A

which n‘e empora- equ y goa_s o* *a*e s.abixizatfon a*a :o'be

P eme ed w; h th s major addiz; “;“ T T T R R R

*he qnes on *eﬂains as ow best o*¢éfé-5¢ Uiaeﬁfvff :

ant cipated leve& o’ ’ue- sav_ngs “eop” *a eset:ing pu*poses. “In gnis

St e T i e e e e . W )

proceed-ng, stal £r est za,ed tha "Edison wou-d expe Tence 3215 7o

T e -

*

paelating ' .r,-..-u.w»—“

o R R
- o B s

illion Iz fue- savings du
‘1

ing *he first yea* L ‘operat 9* “and that
SDG&E wou-d saVﬂ 361.: i

on.’ Ve‘ ther u“ili:y o”e*ed‘

»™
-

-
d-

contrad c‘c“y estizmat es. “However, on &ugus- 76‘ '°83, ‘Edfson f;;edp
Appl Zon (2. 83-08 42 :n'wh ch‘ ¢ est es firs. yea* ’Le- o

savi 385 -O be 5206 9 m:;lﬁ on. 'th e une staffvshou*d “ave ET-ERE R

B ekl

opportun‘ty vo respond .o dison's new ess ma,e, vhe *wc esuimaves do
not differ subsvan ally. ”hus, e is” "eascnab’e Lo Gse-EdTs6a"S"
figure of $206.9 million for an fiaterim AER/ECAC adjustment for

- - -
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Edison in the Interinm decision issued--today-:in response to 1,33-08-33,
nd.-staff's Lfigure of -$61.7- million for SDG&E in this -decision,~-=--~

ffsetting rates: will-"also e adopted.» rein Lor eacnutilicy's WAACw
aceounL. - ooc e oL U e loomIneemro

- Saould Common P an&xbefkil ted -
?gpal[y to Units 2 and 3 )

- SDGEE recommends ﬁa"*?é éos;fpf pla*” eonzon %
and 3 snou d be saarnd equa y b»*wee ihe wo L ts qavh'

Lov e v e e

cons*de“ed enti:e*y as a cos* of Tate 2-_, svcan be doze

L - e -

,.-‘,.-.

a’loca g ke .ova_ p*ojecv cos .S on a 50 SO bas-s *a ner .ha~ 6: ‘
the 60-&0 bas-s u°ed by_-d son azd by SDG&,'pr }o ak‘:. 3
alternate proposa; *vs p ma*y proposa_.; SDG&“ tes:ifi 2l

llccé;ﬁqup, commor plaat equally betweez th ';wo,qéits

£0 "é‘é'stéb‘l zatio“ and tze éeduc ion of “a“e'gﬁééﬁ“wheq:’""‘

plants become opera ona_._ﬂ. ,3;g,und son “or st af’ suppo ted

SDG&E's proposa_. On ,;e theélﬁénd vhe*e Jas "6 st

uo vhe p*oposa_.

P - a e e - g e N

- We delie eve there is zerit %o _SDGEE's proposa_,s Zce, SONGS 2

and 3 were pkan-ed co s,g ctqd and accou ed *o~ as a s g‘e
project. Wi *"we,*ecqg i_g~€h“§ the fog-EA arm Sy:.em oc Accoun .S dogg
provide fo* comzozn p,an~_vc'bn p-acedﬂin«o ‘utd :y plant'in sefv ice

wa e e T

_—

when *“e_iaitia’ goes on_line, we helieve ’o* *a“e aming'i e
purposes it is ’ai*e* t6 the rat epaye*s:vo d*v‘de th Gosts pq;a""v

R - -

between the two units aad. e*eby result In g-eaver svabili' ‘on iz

rates when .he ua:ts go on "ne.ﬁ ﬁe wil: “ot onlf adopv SDG&"’S o
proposal bkv al so adopt s_mila- trna en* ’o*lud‘son.“_ o

-

me AL e
“ (RS [

- - By adoocing SDG&“'° proposal to allocétewuo.a; p“ojec.,ﬂ“

- s

-l .,v»-..».mm

costs ’or SONCS 2 and 3 oz a 90—50 bas*s e "*evenue requirenent

,-,».»
- -t Ve

-v-t.-ﬁ

negessary.to serv ce SCNGS 2 s substan,ial*v al éred.( Ung ,:he 50~

- R Ry

40 a’location bas,s,A-d soa s 75 05 nteros b n SOVGS 2, based on
the or naﬁ cotal, p*o*ec _cost_estizat £ 83, 5 billicn, xaé SJ.S°6

S

billion. The co*res,ord_“g amount ’6* SDG&;*Bééed oz its 202,

A e e

-

Lme A

S e e e e Y

te“es* wou-d be. SL 3 mill:on., ng a SO-SO a oca on bas-s o.

. -
s e e e
~ - N R,

R .
T e - P e s .
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total project costs and the updéfed"ééﬁai’ﬁrbjedt‘cds‘idf>$w%29f3r““‘
billiorn, Zdison's 75.05% interest would ‘be $1.560 "Sir¥T{of and ‘SDG&E s
20% interest would e $411 million. The adoptica of ‘the ‘50-50-37= 77"
allocation basis zot only enadles us £o recognize -the nigher
estimated project ‘costs, ‘but 3dlso reduces ‘the Ievel of rdte " .. ."70"
adjustzent £or SONGS 2 the utility may request ‘to ‘become effective on’
January 1, 1684.7 When SONGS 3 attaizns commercial operation, we e
would, of course, expecta ~eve ue~requ£re:edt {ncrease ‘reql

comparable xmagaitude. ‘ B
F.  Should"an Alterzative ‘Ratémakinz

Ireatment for- SONGS-2-be Adopted-
in this Proceeding?

Target Capacity Factor

— e

- e

L There was subs.antia_ argume tnin th_s p*oceed 3_ .
coacerain ,vhe *ecomme ndati on zade by s aM wi 2aess <nec5 ”qoli‘m
adoption of a’rg;ge.ucgpacgty :gg;or for oOVGS 2. Tme Lt;litieéa__
a*gue‘tha“ it is nmot appropriate for - h-s Co 2nission TO cons_de-":he‘
CF. p*oposal ;é“é bécaﬁéé 1t is based o“'so ‘ plied -np-ude*ce oz
their part._ *he prudency o'n,he;r,construc ion ¢osgs is a” issue La

-k

oo
RS

°hase 2 °‘; h.s proceed g,,vhey poiat ou:, d_.he p*Lde cv o":

e W w -

‘“tu*a operating perf rz ce _s spncu a vn a“_:his point.
e a.firm he A"'s "u ing ¢ é'

‘ zhe TCE s*oposa’hié‘
approp ‘ate ’o* ou* cops-de*a on he.-.‘ ”he conc9pu of a

T

capacity factor applies to the operational perforz é3*6~
a0t the utilities’ cbié ruction perfo*ma*ce.'f e an.. ma*ce oF
pla*t once it is ope*a na"and put izto rates i3 ale ”é-y a a"e") '

rat sk oﬁld concera us, as we es.ablisa shese *a,eéﬁxw€f§ 2 base_oad
plan. with h.gh cap :a- cosvs ‘and, ’owkpaeratiag cos,sléucn as '
SONGS 2, the cost %o *atepaye*s of bowé* p*oduced crom the plant c and
che deg ee vo which expensive oil- nd’ gas-based rep’aéé*%ii oow vAf::
needed will depead %o a s,gn;:z deg*ea o“ vhe ooeja ns SR

-

per ormance of ““e unit. I}'i ”,mpo:. nt a"'wﬂ conce*n cu“se-?“s ::

~

“ e -
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with the -incentives.for good performance, and .the allocation ol risks.
relatgdetohperformance,ngs}wewe§{%§,__% rates fq:hghiskggwtxk
commercial facility. .. ... ..~

The. usil

. . e e . .—' T S s
Soe - ot e . — e " - e W P

ities also argue that it is I appropr Late uogyuszto
consider the_Tv.gperosal decause It represents.an.unlair.change i2...
the regulatory "rules.of -the gaze." 1ke;consider;:hegcqncep:;qfia¢;173
plant perforzmance stazdard to:De an incremeztal acjustzent-in-tde . ...
preseat regulatory framework which-is properly -within our purview.: -
Regulation is an evolutiornary eanterprise. Numerous .changes Iin.our.

b e ™

regulation have ocecurred sizce this.plant.was.certified. .Indeed,-as -

W e -

we note delow, some of these other changes p“ov‘deuao vat_on “for”

seriously comsicering the TCT proposal-at- this vizes s

-

-

We agree that, as a gene"a-ﬂrure“.c“anSES"‘:“reguka
should bg_““d*dug"y“de"bo*ated azd made w'“b ca-_l beca use of the

[N PN RS

potenstial o*seque“ces cor inves*o*s and o epavers *“a*'suca changes

create. Th‘ we will do',e*o as we cons‘de* s.afffs p“oposa-."'“"’"

ad son a*gues .ha* he sva”"s proposa_ -s bpsed on fa l“
econom‘c log*c becauue ~*:assudes a* g*eate" i:vesuo- r;sk-bear*ng

Cm oy -

L

will promoue effic,ency. “d*son s witaess, D?;'uu*ew z, .es""ed

~ n;,—,.-». .

that comp.:izivo ”un*egu-a:ed ua*ke.s exh b T Wl de- va*y-ng deg:ees,
T lavestor r*sk-bearin . ¢ risk a oca c " tRat exi ts between T

p*oduce*s a:d co*sume*s in Sé narkevs -s arrivnd a ':hroug“ the

T s

p*ocess of _ egq on be*"ee: '“e parcies, h ,ne ou come o

P

depend iag on sk ir}*espoc ve a:ti:ude “Oka*d

o ey

,.,-u,.

risk’ and their

subjective ova_ua:ions of tn ‘uncer:a esit,ey ';ce.n‘ e*e*o
argues, the Pxpe ence ‘n compe:itivn ma“keus ing catas .ha* o

producer risn bearing s 20T I

We agree wi:n r.”J
théféaé
eats of m§nqb61y_se“vices,'ca“no esot ve a

particular a 6ca ton °f"iSK-“° their satisfaction. It is tme | C
Commission ;ha- admintsters she weil

o

he*ent y “more efficienv a"d be
é

. e

ﬂ
e
L
n
-
-~

51 wi "’s cha*acter-za on or

~re - d--‘ﬂ\p

markets. "cké%e?m in

e of zne“ léc tric usility’ "*a me“
consymers, as *oci

.
’.ﬂ,.,.,‘ R

‘ivy-consuzer'"con ac* " an
is the Conmmission ¢that must see that an equitadble and efficient
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1

. outcome is-achieved. Edison gives us.no -evidence regarding why the..
present allocation of risk, wherein consumers take the bulkof the -~ "
risk for power dlant perfosmance: subject only-+o -ZCAC reasonableness:’
review," is” superior’ to the allocation of risk:thatioccurs with the

TCF, where the utilisy- takes-a aigher-proportion of perforzance-'. .~
related riskl.”” Indeed, we find strong appeal-in the' staff's’ argument
that the use of prospective’ standards’ of” p'eri‘o*:na“ce-": stchias: ¢he TCF:

¢

will-‘more equitably allocate risks and’ fncrease” likelihood ofl 7"
efficient plant performance. =77~ T 7 0001 0 LLITIL e omtnlntococs

ST EBdison- argues’ thatiputtizg-the utility more at. r’isk ':'b?ﬁ :
SONGS 2" plamt: performance will-not induce performancesefficlency == :

because :zuclear plants are’ heavily® .‘.:hp‘ac-t'ed‘ by Wcﬁ‘-n'gt;;a dons andt ¥
otrer factors and the utility has limited control’ over’ performance. ::
SDGXE adds' ¢ha+t a performance standard:cannot spur operatiomalzis .-
effictency oF its part,’ as it has noicontrol over. p’ art operation. “I°

T T ue We belleve that capaciiy- factort istal fuel ¢ost variabler T

that is more’ within management: control- than”are” many-otherisuch:n:s o0
. variables, even ia' the case of nuclear: plants.  Turther, we~agree I .

-

with s%af® that even if a’ performance’ variadblel is not fTullyswichin .-
managenmeny control it does notiTollow that-all risksiassociated witnr®
the variadble should- be borze by ratepayers.. ITa our. recent AR 1o mo
decisions, D.82-12-105, D.83=08=05T, for examuple,” we: put’ therygrilivy.
at »isk for an incereased percentage of fuel cost variations,” whatever
their source.  These: decisions put the utility at risk foriFuel cost
ariables that are I’e:i‘s'l wishinrthedir control than Ls the SONGS: 2 ~_ -
capacivty factor. . Qur rationzle for favoradly cousidering a =n.mol™"
performance standard here 1w similar to our rationale for cousideriag
and adoptiag an fn¢rease In the AEZR percentage in these: earlier -~ .~
decisions. In both cases the proposed: changes pronise. Lo createa--:
more-equitable allocation of frel-cost related risks hetween .. . 7. - -~C
atepayers and favestors, and a greater incentive for ulilily --:7 o
.".‘.“'_‘c..ency “than that which occurs whezn all fTuel costs are -completely ~

PR - - - oo~ - - v .- ~ . <. P - - - oy - - o
L. . PO . - . e e . - N - L Do T
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passed through to ratepayers subject only to a.reasonablezess. . ..... .
review. Fbr;reasons;ofkequitable<riskfallocation,«anvrper‘o*mancenJnf
standard adopted for- SONGS_2-should apply-to.bdothz Zdisen.and.SDGEE.. .
SDG&Z; also-argued thas the;TCF;performa“ce;§~apga.;;wpy,;vin
merely-duplicate_the;effect;ofqour“a¢opted;highe;;AEB;pe:cpnpagg;.quT
As: explalnec further. bdelow; we-coosider a-SONGS 2 performance. -.--'--~
standard %0 be:complementary:to- the- ABR.-- At.-the . p*ese“*;time, 8 o -
relatively  small. percentage-of fuel costs are-placed i n: the AZR-Lfor:-.
both Edisonrn and SDG&E. A SONGS 2 performance-standard wppld appfygﬁp,
vhe EZCAC portion of costs and would- therefore- contridute- further o
performaance- efficiency- and equi table-risk-allocation.. Moreover, --.--
whereas there appear to bde uoper-limi:svonf:hefreasonab&ehsi;e,og;;he;
AER. perceatage due. to forecasting- problems-and.the.elffect. of random - .
fuel cost variadbles suez as-raiznfall, it is sensidle o go deyond: the
AER with:plant specific izcentives based on more. easily projected. - -
performance;variablcs;such;as~capaci:y=faccor shat. are more within
the arena of-management ¢ontrol. :-We-note-that we.have already - .. ..
acopted- perfornance standards for Zdison's Mokave and Four: Cornens. - -
plants. SONGS represents a particularly: importazt. component.-of-. .-

e e A
 we \F de

Edison’s and: SDEE'Ts systems, where: performance has a--oritical. =ilect:
o1 ratepayer ¢osts. . This lurther: underscores the: importance- o0l a. ..

plan:;speci-_cfper.ormanceqs.ancardfrorgSDNGS::ha;uwoulﬁ;ppe;aﬁgpipy@:
addition to. the AER. -o-: [ .7 o ot occ e o oo

. S R T
- - .o L R R . - N -

. Sdidson and SDGEE. argued- thal: in cousidering-the --isv =i

desirability ofN the: ICH we must considen the effect of this change -la.

atemaking on thelr ¢cost or capital.:: The utilities contended -Shat:t: -
the 7CF proposed by 'stalff would iznerease their cost o czpital.-~ They
reasoned taat LI the Commission: were to 2dopt the ICE withous -z, o=~
conconitantly -Lzncreasing: the ¢companies' rate of return the eff .yﬁo,¢
the ut;litieslwinves:orsvwouldtberpunizivex-~Iheyranguedakhat;evenwfﬂ
the Commission were! tTo correctly increase their rate0f meturn, the -~
resulting fnerease in ratepayer -costs-associzted with <he TCF must "
then be compared with the alleged efficiency gains resulting from 7CT

- s

- 55 -
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to determine whether this regulatory-change -is really benefifcial Xocr
ratepayers. The utilities strongly -question ifiviwould e . -~ =ric

-~

weneficial.,. 0 LiocoT RUT otToTT oary VT e rron ed IlIw o moioizeIln

~ - . R

££ responds ‘that "the earaings variavionsassociated “with
the - TCF-w{ll not translate 'dL ectfy"*to-*nc*eased‘cos suo<f¢ap*;a,»i
demanded by investors because at -least some ofichi rmrIans
represents risk that fnvestors'canidiversifyfaway;si*p*yrby ho;d*ﬂgﬁa
portfolio of assets (f.e.. nonsystexmatic risk).  Therefore,Ithe:lin
between *C? risks and utility-costs«el capital LsragvievenTa d_rect
one. .. * ST nTL I lm oD ensL e on Lo sy e M

More. importantly, accordiag to: s.aff;;,be-“c “pepresentsian
incremeatal fncrease in risk-that is more.than offset by The:redrveed?
risk“associated with'havidg SONGS-commercially operablerandwianirii~iw
rates. ‘In fact, as-noted elsewhere;. staff~would Iike to%keepﬁthis:f:
proceeding open on the fssue of rate of ‘returniwithttheiintenttofin
refle *ingfwhatlthey*see?as?an“OVeraIIéreduction Iin zhétaevelao,;wirl

- P

gompany- rigkis TUUTLTI I INUTIUIL TLLnTIw o nItootLItoocnomaghees oo

- . e Lo erea e ee e w s [P

' We agree wisth stafs that the company's risk hnas bheem. Il
recduced with’ the'commercial operasion 0fISONGS and its- reflection in
rates. Even if-investorsTTexpectationsiiadort”fustrelearairngssalready
ineluded an assumption’ thast:SONGS-2-would: becomercommerciallat sozen:
poizt,- as~—d_son argues, it is undenlable~that the tneertaiatys™ o To
surroundizng: this-assumption” has been reduced  by:the: factsthatwEdison:
has' successfully completed: alliNRC- tests: on’ SONGST2 and~thelplantiis:
now' Yeiag- put fato’rates.. It is unlikely that:thelineremental’ TULE
i{nerease in risk associated with the. TC?“wi"‘exceed“yh s~ reductdions:
in uncertalinty that is associated. with the commercial operatiozrofoc:
SONGS 2. “This is particularly ¢rte’ hecauser fhe-nodified: ICH shatower
discuss below imvolves. significantly. less risk tocthercompaznies: than:
the 8taff proposal.: .ol looTn T ooemls

conore e Qverally with regard tomthes o fireapital: issues,cwels il

conclude. that utilisty” investors: will: be not worse off.due Lo tae TCI--
(particularly as: nodiftedrbeldwj.because theraffeqt o TCE oo~ o

v the -

required returazs and ¢ost o0F ¢apital will de szmall and will likely de
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totally. .cffset by the -reductionin-lavestor risk associlated with the.
commercialsape:ation ol the p.awu. - Stmilarly, we believe that . . . - .~
atepayers will be better of ue to the TCE because any associated .-
inczeased-cosvvof~cap-‘-*~~onawb&¢h they 2ust compensate - Lavestors
(or a .foregone decrease that ai Lght -have ~occurred -with -conventional .-
treatzen? :of -SONGS). would be:negligible at most and-will -be-more-than
£lset by the benelfits.of decreased risk-deariag on-their-part.aad. -
increased:perfo:maace eff;c-encx:on,the MTELILY 'S part. s e = e

[

- e
P~ e e W A e

- e

The utilities lalso ralse the-issue of auclean _salety. We. -
agree with stalf that a performance standard suckz as the TCF would: ~-
a0t conmpromise “the maintenance -of-safe-plan t ope*at*en.; ~de expect

Edison: to-ablide By-all appilcabie-NRC rules and _regulationS.-~c=cmc~_
Further, we -agree with stall-that with the- TCT-the- potentlial-econoric
costs of -safety violation.willi-outweligh **e be“e ivs of-output .- -:-

maxizization at-the:expense.of-safety.-.We also. note thatv.the:recora,
includes examples of other: juriscictions that:.have. ianstituted nuclear

w -

plant perforzance standards witiout appareat detriment o, puclear---.

- RN . T A . V.- - .
. -~ - .- o R - .- . - - e e e e
. ch e e e - L . . ¢

L,

ooz . Tinally, the u:i:i:;es~contend that-sze- adop:ion‘o. Qemiiro =

rforzance. standard: for SONGS-2-would be premature~given-the facst- -~
-

that:the Commissiorn-has:recently.izitiated-a~study-of the efficiency.
& nuclear-plant perforzmance-standard in-the case;ol-SONG GS:3. -3n.-

our: view, theradoptiorn-of:the-stallf.proposal in.SONGS. 2~woa*c,uoc~bn
incompatidle-with the continued- study:of perflorzmance stazdards,?f

SONGS 1.--The SONGS 1-study was, initiated:as a response to- 2z .eas‘“

izg

operating prodlems: ia:an’agiag nuclear-unit: that- had aiready deex. in:
operation: many: years. zThe intent)of:tie: study was: to-develop ar~; -~

precisely- engineered-efficiency standard 4o counteragt those ¢ =zorocz

e b

particular plant problems.~ Thel intent. of Zhe: stafs: proposalsr hene is:

LR

somewhat differen:. It fs aizmed 2%t establishing broader guideldnes -
for allocatiag future risks associaszed ~;$h:a new. plantts perforaance
prior to the tinme:0of commercial  operation.:- We: bellieve that- iL is -~

o~

ixportant: to.cornsider ‘the allocation o.:perfonmance ASKS encs T

- 57 =
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inceatives for superior performance:at the beginning of: the.
SONGS' 2 plant life, so that as the.plant goes iatorrates; proper .
rules are’ in"place to explicitly. govern the vratemaking treatment. ol !
the plan..~‘i~}v4.‘l DS U A
We conclude on balance that a eapacity’ factor. performance™ -
standard for SONGS 2 srzould bel adopted.  However; while-agreeing- with:
staff that suehr a standard: should bel approved we dbelieve that Ther:. -
stafs proposall should be:modified.” We agree with staffithat in
ascertaining the proper allocation of plant performance riskiwe .. .03
should not disragard the: estimates of plant. performance that-ZdisomrlT
has used to gaizm plant approval and ¢o justify resource-plananing: IlI:
decisions in general. ~On’ the other ud§7$»aff nas- not: ¢emonstrated
why Zdison's m0st recent plamning’ target of 65% ix zore proper than T
the 80% Zdison used at the time of certification or the 55-60% that: .=
£aff balieves to be the besy current estinate of life-gyele Capacisy:
factor. | Further, we agree with the wtilitles that by setting:ther. -
sarget Migher than the operational level staff expects,. stall has
created a probadle pezalty without sufficient justificasion. 777
" We "also believe that staff has not adequately jusvified .why’
‘the proposed performance .stancard should be set at a precise polat so
that zinor deviations in .performance adbove aad below this point are::
rewarded .o penalized. It would e nore reasonadble N0 SeTUD & o en
target range -of performances Other power plant performance stazcards
diseussed in this record uaiforaly iaclude such a range ror Mdeaddazd.”
“he capacity factor standard that we adopt will inciude a-
wide deadband. so vhat :he‘*ocus o’nr;sk allocavd o*-a,d\pe-'b“maﬂce

-~ - ep oo

incentives is oz zarkedly supe ior o: "e“‘o*"per’orﬂ‘ ce~ he

-

lower end of the ceacdazc will e ses a* 55%... .whis is :he.bo toz end

0L the range of svaff’s ’o-ecas. o- actua’ "SONGS 12 “pe. :orma*ce, aznd,
aceording <o sva.~;~1t is also. 'he ional _“dus*~v'é§§5£ga £or
large nuclear plants. Wé wou-d conside* SOYGS 2- p-hgéFménce helow
this level %o be definitely substandard.  Ratepayers ‘should a0t be at
risk for all of <he replacement fuel costs associated with such
substandard perforzance.
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The-upper end of-the-deadband - wil e set a% 80%.
Justify tre. 2

the level of performance used »y Zdison ¢

tizme it soughzt a-certificate-from this Commission.: We: ez

N
Y o
the ustlility

reasonadbly pass along supranerzal return

-
-

performance below: that which the compazny uti

gertification

caff would nave the us
COST 3avizgs or excesses associated wisth

TCF megkanisxm.

telow the performance standard.: We believer
concenyt of ~isk alloecation provides for +n

£ the plant.. Therefore £0%
which TCF=-relzated rewards should begin to- acerve., -
The segond area where we hink ta

ity gaia o
ONGS 2 operaticn abeve or
2 more.equitablie -
e equag snaring o

fuel cost variations Yetween ratepayers. and

reduce the utilities'’ level ¢f exposure %0 SOp oL
or losses.assocﬁatedgwi:h~p;an:-cperatio“ under the zodilie

A related questlion L

the TCF should be limited furthe* in some zanner,

a.s%a’f
nodified concerns-thealevel:af‘rewarﬂ:o* pen z

;
vaas

The pr

soproposal

ized %o g2 i: s
s oper

This is

vy asseclated Witk Lthe

Vestors., We

whe fuel- ¢

suen

-l iR

‘ﬂm~

cost: gzins
@ TCFwn: -
hether 3he Utility exXposure due Lo

© In oun-necent - o

consicderation azc-adoptioa“cf-increased:ABR percen:aseSifor zdison

and SDG&Z, we adopted ¢aps on the vars

Lomw Ln pretax -
comaon equicty allowed due to Liffer acesfbetwee::predi
realized ASR-related fuel €o0sSts. T Those caps were sev cawtiousliy - .
relative to staff recommendations at 160 sasis polints

120 bHasis poiats for SDG&E.‘.3.834085051.g;ves~, aree rezson

cavtions W i . e ot

"First, we recognize the-~difficull f
-
w

ne effects of lncentives or disin
wtility's cost of capisal. . L

*Second, wé'ackwovied;e‘t‘e difese

- assessi:g ne effectiveness (of

zceant ve/disincez:ivo unctil Lt 1

éva’"aued over time. “Pizally,

any”

<

<he

zechanism represents ob_y one ‘ol .a
of programs 30 recuce the use oI oil and patur

"

culey im

L evaiuati

Ua-::g

cnn:ivos o

PR D d )

,.

al

for :Egison-

"- v\v'lﬂn —O.H- he -

el ang . oo

Lo our,

saould e

by _';.OSQ; ,al;;.. frel -, 7

carataizy
AZR/ZCAC - -
_poss Loke range o vl ]
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gas for California  utilities. ' Untll we lhave
. Acentiflied and evaluatec the complete range of
" possidle options, we should not advance too°
o Qquickly. with-any single inceative: mechanisa.”

. (D. 83 08-057, Pp. 271a, 21 b) e N

. '*hese ’anQ“S a_so bea“ o* ou* cons de*a 55
the IC? Use of a generous deadband ane, a 50-50 shar ; g o’ “%e p’a;“l
Per.ormapcg..,sg;xpuvs*de the deadband dill s*gn.*iéége y";_du hT;Hé_;
earnings variation that the ICF poteztially cazn.er e.lor e

utilities. Tois ir tura will .@.cu.c:'a any. pot eztia. effec“ f “he “"“.

-*V-»
@uheAutili:ies cost of. capival. . .. ... e

oo,

.. Staff witness Tnec“*'s .es:imony .ndica:es ﬁLaf'“*e s,aifig
proposed ”CT would be expected to reduce -d“sonfs 1°8L ea““‘ngs .
available for common equaly by approxizmat e_J 525 m;ll;on,io* *oug
n%)ﬁfpr.qxﬂeduc lon Ln capacity factor of 0% delow the target. . For
a aiaizum capac_y fac:or_per'o*ma ce o. O .mnay -s, :he fall L”é‘0.~

. o e o

,he planw to operate at all for a ’Llﬁ yea the ea":ings,.-duc"on
would bde app*ox.mately 516: million (*ougn;v 26&)-4 I8 half the

—w‘-—- -~ -
[

*eplacemen ue’»cosv .excesses -assoclated wi hwopera on.,ev ls be’ow
the deadband were borne ¥ ud.scn, tte e rnings *ecuc lon associated -

w*t“ a 0% dhcp Za capacity. factor below ““e deadba o8 wou.l uld be $° 2,;,
million (*ough-y. %) ang the ear:iags recductcions assoc-a;ed w‘uﬁﬁg.h
iniguz © , 0% capacis ~ac..o.._wou..d be 369.5 million (roughly 11%).

the same.*easo*s hat we, adopv_‘ “C“,p*bcedu#ﬁ f .,.:.,
SOVGS a, we. c :a_n_y expec* vO co“s‘ﬁer s*mila* p*qposé:éu}or‘§aﬁaéj
3. Adop loz of a similar ”C? p*ocedz..M f SOVGS wou-d._ean vhi; .
Zdison’'s exposur-,. tae *wo p ats'. performa:ce wou-d be increasnd

D oanm e v a

further, W‘*“ '“e,adoption of he.*C“ as <l scussed abov-,dwe Selleve
that urthe* exaxzization is desirab-é *esardi—g wﬂe:her a cé§ Sovo d
the SQ-SQnggar;ngrf;ndw;qmqo{wha;_;;;gvc;g,ashouldubeAplaceQ oz, th
TCF procedure addﬁ:ed forﬁSONGSra.?'Weudeter'““‘s restrict edmoo io*’;
the TCF issue <0 the heariags which will bde reld pursuant $o the
utilisies™ forthecoming supplemental SONGS 2hase 7 applications.




A.82-02-40, 82-03-63 ALJ/vdl/jt/md. % - L cooocoTi oLl

The utilities argued :hat~tne*“cf- iagcent ‘v- scructure is
also flawed becéuséfthekrewé}ds,a ne. pena:::es a*e ed o replacemen

- o s e

fuel costs and,  thus, %o volatile oil. and gas~p ces. :weﬂbe leve
vhat th‘s aspect of the TC? is p*oa-., beca"se the va e d’ nuglear

p’an perfo é*cé, and e ccs s and risks of onper’o* a“ce, do

actua ly va-y with chan g-ng *ep acemen*““e“costsa' e note tha* av‘

Bdison T p’aces expensive oil-and gas ’acili*:eé‘;'e TELLISy's

exposure to sarnings Tlmetuation through the TCF Wil alse Be ° -

reduced.” Thus, am Incentive for future *nd“c~¥bns in of and'gas use

is created Dy the TCF, and s%afs Iis correcy _n assers 'ﬁglﬁﬂ:'ﬁ-thé“*C?Z

di-* c“ﬂa*ﬂ'pos‘ ive **ce -ves for *esou*ce p-anning efficiencf au

well as’ ope a*‘:g eres iéccy. R AL A DR NN L
T Cur modiftied TCF‘s “dard ;-;‘~ode*a Cne fndrease L

-

“m

e~

~

-
”w o

Lﬁ%ésto*T.,sk asaoc’ated w;:h ne wech a su and '-ll'a’*ow .or mo*e

exibil::y .o* varied ope“ating -Ave s with The deadband; _acn yﬁa;

an app*opriate va* 3 ;eve’ Sor whe' p-ant'S'capac v factor will ve
set, as it is Row, in the TCAC/AZR Forecazss orocesding. - Ta 1o case

shhil‘the SCNGS 2 forecassed capacity factor for EC AC/k;?"pn*ﬁbéé§7‘*

l outs*de of the deadband. Assum-“ whzt the ‘o*ecasted czpac:tf

ractor for ECAC/AER pur poses ’a_-s «omewhe—o-w*thi pEddre of tze
deadband (e. g., T2g)w *he cu“r 2t AR ‘Lacentive” (*o" _d*son. cew

-

cests on the replacement fvel dollar) will app-v»uo actual a raual -

e

Capgcity sz ,o*ipe o**ancn ‘what is abovn o“ vel ow :ne *a*ge* bu*

- ..;,..,._.‘

wfihi" e deadbane (-.b., 55-72 72—80) Wzea capac “factor
per c*ma“ce d*ve*ges ..cﬂ :h target to she eéxtert ‘shat Lf faTi

outside of “e deadbaﬂd “anm addi:iona*'"C" re"a*d‘c“'pe“al*y o“ SO’

of assac-a.ed *ep-ace e*"*ue savings o* cosvs gda__ abp-v.

I .w*n‘

~ T

* As we note iz our companion SCAC/AZR decision toddy; Edisox™s-

first-year capacity factor forecast .LorSONGS 2 Ls:T2%. -u:r -o-c

a0

- - o~ . - . . s e Ce e P R o
-~ . [ . “~ PE—— A L. - - [ o - R

R

.
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A principal  motivation for~increat -t; “sercentage” 0F
fuel costs izn"AER and ?o?3ad65tihéié~TC?~‘nce tives-planis gher ¥y
difficulty 4a evaluating® the prudency’ off udly: ?rOEEbétidhé.z**3:13l‘“
Towever, as d*sEﬁSsé&‘ébové,i%e"aréfp“bbéia ng LaRtiously Lo oun U AT
implementation of hé%é'p%bcé&ﬁ%%s. We- ahes not: wil%ing?toi%ely
totally o ube—av...oma 3%éw%*d7§éﬁalty* ceative sadopted. tofdatel T
to p*o ‘set ratepavers' interests.. bécbv%&vi £ spe’ portion o T ITT.
*epu.ac‘nmen‘t‘ Tuel costs Tor SONGS™ 2 not subject: tor A':R and-tre adopted-
TCF will s$ill be subiect’ *o*'n*ua* prudency reviews < rough the TCAC:
pr'ocedw... _.;: MLl DNToTnooLunrTomroomn Lnam T DL T UtInien wmoimIn s

B Siﬁilé“l}}"théﬁadabféa :cr'irbéeEuéh'ﬁ "ot ;éd“L;;b:ﬁé;:V::
totall inflexﬁble. fwe-*ééoghfze-““a“ so*e—p’a i
particularly <or
outifdéithe*dtiritiesf 'ﬁil T e Comm_ss on’ may ag.-, .o"co&sfaér
the impact of -such eveants or tWe operation of ‘SONGS 2 awd, L-TocTn o of
consequently, oz Costs to the ULilisies and .o'*a,epaVA“s..~Zowdveb;ff
we env‘s*bn this occurring only under such extreme olrcumstances: that:
we Wwould ‘wish ‘to ‘meview not ouly-recovery of replacement Fuelicosts C -

but also whether the SONGS 2“i:ves“:ent ShOUTYE remain Y rate base ag
a’ sed and usefhw '.acilit R T R LRl *Y. R :., - ‘.:“f‘: TTTo”

Such eveass zus:t bHe-ral se&*d‘ié“éESQJ&yiéaSeiﬁasf§5 Tader ©
such ci* "ms*a"ces,'““e*u::lit*es Wil weds 2 meavy burded of p*oo.
L0 ‘show -<ie ‘existence of oifrao*eina*y=¢vaats~beyond'*»e*co“tﬂo’ oL
managementﬂ'-d*fu*iher~““ s noaction Could Mave ‘Dees Sfaken o Lol
mi,ibave'"“e'errec*-o’"“ke‘evonﬁ:ff~ mIT Tt T sorloud
' Trended - 0r~g nal -Cost ‘Ratebasing

Staf‘*s'a~* a:iﬁif*a ,naking*disc ss-o" add*esses -
objec:ivésfdf:effi 65 GF SeSK, ate ";po*a_

-MU

eqﬁiti ei::o g“"“a epaye*s, df avc* dawce o“ ve ShOCk.‘ - As vu.\g L Il

foregd‘*g'd “ssion':aS‘ L3ated, -ous adop 2 °0f 'aTCT for -SONGS -2
is-dl ec.ed p* arily as ach*eving grea:e" utxl‘:: ”‘cie:cv a*d a~-

- s
N - - - o ~ s - - .- R - . .
- e =

- P .-

N o w PR, ~ At - -
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zore equitadle. distridbution of. risk between ralepayers and .

13V93t0?5; ~Wb~?°3 ize “~avf?h¢?8d99§99:293f¢°¢5 20t address fze
blectives of. intersemporal.equity. asd avoidange of rate ShogkS.. .-
However;r’. we:- cers, \.—An_iy Qo ,cg_n_sid‘er“‘ mse-’-':'o, Se. worihy. Spa}'s ‘3‘3 .w‘.eil;’."»-' o
- Edison.emphasized that it shares the 3pq;:o£.amoidaaceﬁoﬁﬁ;
ravte shocks. In. the SONGS 2 oral:-argument, Alle :adesc ived- the . —
company's: recent. rate. stabilization plan, sudzitted 1 A~83-03—36¢.a,
length. is plan is aized at avoid‘ng-*ate~shocksmove*;,aewqg@g;ﬁga
years._ A perusal ’.;he~p;9p0§9¢?p:0“ zdicates that one o thke. o--

- - PV

vizary reasons why It is necessary to focus oz the issue of rate ...~
stablilization at tals tizme Iis decause of.the rate Iacreases. that are
projec.ed ,o,-qcp.z.~ U-SONGsazhandu3-aneupgaced,in rAVES.. . ca. Lt

T o -~

,\,W;As £x 56 indie es, under- ;"adi:iona_.cap..a-.cos,_ﬂ

-~

to greatly expeed;ra;epaye:-sgmingQT,ﬂQq ,qgtg.aac‘(iue- cos‘ ©oa

- 5 \, .

savings)- in ;he,early-years-ofT;he;p;an;gsgopqrag;on,~wh~_ : Qpave*

later years -0f the plant's lif .- *quanthP?QiQQ;CQ:§O¥Q§w25%gqh3¢;
ate hikes are dri Ven,_a“se.y by, the timing -of-capital CoOS%.. ... -

- e [

recovery. Obvious;y thezn, the rate ~‘Aes associatec with SCNGS .2.and
3.raise the issue ol Intertexmporal equily. ...

. e
- s - B ~ e

Kwechr scussednone ratenmaking ophicn walck ls . aized.a

L

add*ess-ng :he._nwe “tezporal .equity problex: -Wrezdec.origizal co

ravebas‘ng~C;OC)ﬂ_,We concluded thaat .while .it .Iis .az.appealing.co
theoretically 1t vhae. -
view, 1t may very well be srue .t c‘:higgmeq*a.ﬁsa is.n0¢~ripe
approval 2t this tize. .3uy .we ame-20L.Sure, Decause it-was 2ot
adequately explored on.thisp:écq:d,iiiqr.ex azpla, - Kaec- ~vesvified. ..

- -

that a serlous praculeal -problem assogiatec witz the Izplezentatioz..

bk by

of -TCC-is .that-changes.in.the replacen e“,hva- ue .of auclear plaas. .-

assets nust be estilated., This is 20t npcessa:i:y 2e .case,.decause.
70C L= aimed primarily at accounti: for Inflation d“'e*e“,*y, and

- .

it is zherefore appropriate 0 use a general Iinflaction Iindex to write

- 83
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up the asset valde of the plant. On'the other Mmand, Knecht does:"-:-
mentfon a practical probdlem aSsoc*ated'w‘thT”OC that"é"w6rﬁh? ofv
zore serious ‘serutin ;"néieiy, wﬂe zer asset apprec_a lon is
reportable ‘as Izcome for fin 1 purposes. - -7 TLoTonLoLolle
BRI Cavaénaéo'Suégéétédiother~opt*ons that are Tess fan T CiLLU-T
reaéhing‘than1?0C’but~wh‘c“4migwﬁfstill serve ‘as useful ‘vehicles fort’
rate stadilizatids £n ‘the case of "SONGS. - Tor ‘example, ne testiffed":
<hat in the past the Commission nas utilized siaking fund -C--7 .00
dep*ec* ation, wherein less depreciation fs-takern Iz the ‘early years
the plant life 1a$ an alteraative to—Stbaight-"ne~depree-a* o1.
Cavagaaro also“déserived ot~e*~épp“oac neg Lo rate svab*rfzavfon -that v
are being proposed Zor she “Shorenam nueledr pIdn* a New 'York. "7 o7
7. "Dp. Barakat of PG&EZ made ihe'poinﬁ-thatldeterredwcap_va-f--'
cost recovery might be aghieved with-less investor-udeasiness if more-
familiar-vehicles sudh as balancing accounts are ttilizéd, rathert™ 1’
than TOC. There may De usefulirate stabilization-alterzatives for' ™.~
SONGS vhat rely solely on capital cost balaacing accounts,: . T T:

"Dr. Barakat also testiffed that"mechanismsiwkichTare aimed

at deferring utility capital cost’'recovery are’ Iikelyfuotbave;anﬁ:fﬁi’
adverse. impact’on iavestors~and, ‘hence; on- the utilit

iesT™ cost-
capital.’ We-are not convinced why-this is‘necessarily theicase: hen;I
such mechanisms guarantee that investors will' be made-whole-azd only
alster the timing of their cash low.” TAL so, even _,?th ere is 2
poteatial adverse _mpac ts ex wen wou d cer:a _y depe ¢ oz the
particular meéhanism V“a* iz us i {zed, as D 3ar akav adm-, .

We note that Edison, iz it oral: argumen‘ be’cre us, stated
that"Z.A:he~compahyiiswwill;ng?toéde;erlbe“ tesTof somencash flow
in the ‘interest of more stadle,-moderated’ inereases’ iniithe-level of 10
rates to our eustomers.™ - {Tr.03863.)° More0ver:3€discn Proposed: at. . -
rate stadiliza onwpla:-tha* acluded: up $o $35007 milliion. in: deferred -
cash f’bwl‘ﬂWelaréiintéréStedfun~pur3uing:such.conceb=Su$urzherw Ll
witkin cze SONGS proceeding. 4As a part of suck further

iavestigation, we would expect that the rate stabilizationz aznd
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intertenporal -equity benelfits of SONGS cash flow delerral will De.. .
welghed carefully aginst -any -possidle .¢cost of cap:za-f‘ami cavions.fﬂ
We will direet Edisorn and other .partie .ﬁg:gxggng;g:egbg:nl
rate stadllization and ince:.eupo:a*;equ-yy,goafs‘cancqg should be. - -
pursued through delerred capital cost.recovery.zechaniszs. in relation
to.SONGS;¢,WeTexpect;thisptqipe»aﬂcen::gl3issué,ia;th¢;hea:ing§3heldiq
pursuant 4o Zdison's-fortheoming ~supplenental SONGS Phase .1 -
application. .- .. - . o
-lvo*ded‘Cos*\Pric-ag -

£ and other partlies also- d‘scussed vhe concep* of s e
avoided -cost pr ..cing in relation ©0-S0NGS.2. Stafl cousiders.this.. -
alternative -ratemaking .treatment. to. Ye :hq;ﬁost theoretically.~ - ~-
desirable approach to-ratemaking on efficliency-and equity grounds.
dowever, stalf concludes that it would be.premature.- t0_adopt.such arc- -
approach for this case.. We-concur 'a;.avo‘ded cest pricing.. -~~39?:;:
ripe-for implemeatation in the. case of.SONGS. 2. - .
G. ECAC and AZR Adjustments . - - -- -~ - =

_— L ‘,\.,

- . Prior-to the. comme*cial ope*ation of- SONGS 2“,ne~
electricity generated Dy-SONGS 2-is-bdeing priced.at-tre. avoﬁded eost.
for ECAC-purposes. ' The Fuels-and-Cperations~3ranch of- she- Utdilisdes:

U-".
Division recommends-that-the followling,principles bYe.applied in-..
treatiang fuel-related ¢osts 0f SONGS -2 . - . -sim-io o o

1. -E2dison and- SDG&E"should;be;essen;ially: T
treated the same. -

Lo

- -»-,.-\.-.') -

2. The EICAC amd AZR rat es;"s ou_d" reflect sor;cs_ 2
© - fuel costs deginning en the comme*c_a; T
operating-date. -~ T

T
L -

- For SDG&E- the AER-estadbl shedvby D 82-~2—050~assnm°d snat ~-
SONGS 2 would-zot be a part of the fuel mix.- Znergy:that would have.
been gezerated by SONGS- 2 was:replaced: by-oil and. gas.. This was done.
under the: assumption that an- adjustment would: Ye zade- and-applied 0.
rates when SONGS: 2 achieved commercial- operation.- Staff witdess: -. .-




A.82-02-80, 82-03-63 ALJ/vEl/jt/mé # 0 Lo LI SletTAnt Tanell

. reconmends that SDGIE e authorized l:;o‘- revise fvs AER rate oo the
firstdate 'of commereial operation Iin accordance with Table 3 of oo~
Exhidit 36 (Appendix B), withous further hearing. Staff witness ~:-.
Davis recommeanded that the ZCAC-adjustment be addressed a¥ the mexy -7

ECAC Mearing. -~ © .0 0 vIUorevocoumncton L llren tona trononclomal oo
'SDG&E :takes the position that :both the ECACTand AER rates -
nould bYe adjusted L2 -this proceeding dbecause Lt Ls thertomlyc: i oo

proceeding in-which the matter'is under consideration. “We lagree with
SDG&E ‘that hoth 'ECAC -and AER "rates should be revised ix this~ v~
proceedingl. If the 'ECAC:-Or-AER rates are mot:adjusted,.current ".1.7:
ratepayers will ‘be ‘subfect to Lncreased base “rates without receivizg-

any of the immediave benefits 'from th':reduﬁﬁioniin-.cet*caszs;:;ﬁ ST
Whaile baldncing account treatment ‘will ‘ultimately resulv in‘a rate I .
adjustnment Iz the future, ratepayers will -recef vpaa“~exagg#*’:ed S

1

picture of the costs relatiag to the pIa ’ng o’“SOVGS-Z fnto- oot
service. = LT oLl N A S
"7 s noted above, =dison has-filed an-applicatiomiwiich.T. " .:
. estimates"ithatfthe‘proper -ECAC/AER-fuel savi ngsv}'evez-:o--SONGS 2 L8
$206.9-million.’ This-Ls’close to the staff.estimate.fnithis~ ris = ¢

proceeding. and will be adopted.in a separate:decision:today: ~As-for:c:
SDG&Z, we believe. the 'staff estinate of frel savings s reasonadle--.-

for the purposes of this proceeding and. will.require.SDC&ELto filen !

revised ICAC rates to-reflect the savings- Iz energy-costsiof $6707: o
million less the reduction in AER rates shown in‘nppendix B.To T o xIme
H. -COD Criterdia " ~7 7. .7 - oo coorxLocm 0 D ZDVTL o oronolmte s

‘On June: T4,71982, the Administrative Law-cudge issued - a-" .7
ruling. in” this proceeding that the commercial operatiag-date:would:s =!
occur when all faisial starc-up-testing, includi=zgithe warranty muz,
had been successfully completed. In D.82-09-|1 » in response to
,d a's, petition for reheard iag,. we a:fir;ed T '
zust be demc 3

the cri: eria iz az acceprance .esv o“ 200,“ou*s of, coznt Lsuous..
ope*a ion (v“ warraaty run). We vi wed *he demonét“é ‘n fn the
agceptance test, that the plant could meet the required eriteria, %o
the bYest indication of the COD. . -

.
d
ha: :he~plan: will |

A

ac ed;.o'.ue s* ”'s .sat ’ac on

- - 4'.,, - - -

-
Ll
4
e

-

66 -
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21 At the July 15, 1983 -oral argument, Tdisoz -once -again. ... .
renewe¢'i;s.reques:gthat-1he:Commisstonxrecoasi&e:~ita:COD:c:i: dobc:
Edison arguedcthatﬁ:be:rﬂquirenentwchat-:he_plan:rcomple:e its 100% -
power Level testing as wel the 200-Rour warranty run~is-too-rigid:
and unrelated %o what should be considered for declarizng a-plant-to . :
be "used and usefyl.™ Zdison:.stated ~ox-July 15, 1983 .that it has

resuzed power -testing at the 1003 -power level and -that It would soon--
complete -all of its tests at  the 100% power -level -as-well ~as-th

warranty rua. - In reaewizg its request -for reconsideration-of the- CODf
¢riteria atthis late da:e:;d;so:'musz be:coccerned;about the- .
precedeatial mature of our COD cnmiteria. -We agree that cun criter
are rigids howeve:,;wefbel_evef-:~wa3¢and__ s~in-the-ratepayers’ - -

interest %o -set kigh qtanda:dsktqfassure;ourselvssftnat;;;qﬁplan:-;-{
would be-capadle . of -pro ucing power-as .piazned,.evea though the: ~deLay -
iz placiag-the plant into service may result -in sozewhat nigker cost
O ratepayers iz the long run. We helieve 14 would have Yeezn uorezu
cdetrimental.to-have allowed tze plant in rate base .after -the 20%
power tests or:50% power-tests “adzbee: completed-~and-then-to have - -
Deen confronted ~with 2 series. of plant-shut downs because-of the: need:
to-repalir flaws:or:defects iz-the-.plant.: While the imposition of our-
rigid ¢ericteria iz no:-way guarantees:that-the plant-.will.operate - ~ .-
w-.hou*.troub sriv~does-izdicate that we-zave-taken- *easonabl-,s»eps—
to assure all- parties-that-flaws and defects will-nave:-deen v

eliminated and corrected to-the extent:possidle.. Wisth a-sal 'anO“j

ok

Vo

experience on SONGS 2, we may indeed agree tr2at the criteria-~should
P T fubtdeibotiifutomdain

De relaxed. We-will.be willing to have applicants.reopen this issue

in connection:wich:SONGS 3. or-any-other *uc’ea*'powe*~plan::projgc;3;¢
ey o XZ. o FINDINGS~ AND. CONCLUSIONS: - Iooxlry omuccs

ori'::ac Tl *‘.-_l.._ b LI T

'Wi vt the a&ép‘"M”"éf;a'MAACTp?océdl“L'“? [

re, - Zdison
eﬂc a dec---e i*'earnings5#hé~ SOWGS:2~goeh i“tb“
commer ‘a1 opera o“ and acc*ua “"DC :e?m a.ed o*

- w , S

o~

- 87, -~
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2. Edison and SDGXEI's o'wn'er's‘""“ “ipterests in- SONGS 2-‘are-t

T5.05% apd 20%, respectively.’ The itiesﬁo’fIhaheimﬂaﬁdiﬂ*&ﬁbsiéeff*

have the remaining ¥.95% owaership faterest i SONGS 2. /z.c 2t 71D ~7

2

12 San DLego County south of the Tity of- San- Clemenve,” ddfatent: <+
e SOWGS'W‘EEﬂé?~7”73 crLlIoe tLen oo oLeraniooe s DU

" .SONGS ‘2 and’ 3 were constructed s a-siagle”
share c¢certain common ’acilities.-

5.-7.& Certif

icate’ of Pudblic Convenience and Necesst ty“o* "SONGS
2 and 3 was authorized by-D.TE4TQ on™Maren 9, 19T - . TTL fooSn ol

N P ..,.'--.

8. Zdison zas acted aznd continues Lo act as p-ojec* manage*“d"

SONGS -2 and” 3 -niQEe”désig&;~construc~ on~-ope*a on, and maZntenance
of the Wpits. T o DO LIUT Il ocoomezal TIILT -

. " e - o
- - e [, [COEP - P - e

7. A low-power testisg License was received from -fnet NRC on -l

.

February 16, “1882 wa ich ausHorized he fTuel load“ng-and Iow-powe"

sesting GFESONGS TR. - T -rT LTonTorno imuno Jorinoo T LU lamanome

e P - -

- -

8. This proceeding was Slfurcated ‘To enable "t e-sva..“véwf-“ :

undertake ‘and ‘onplete -studies to evalizte ‘the reasonadbledess of the
investaens ‘in "SONGS 2.

3. SONGS 2 and 3 are CWo—1T00" Mive’ zucleat power  plants’ Lovaved

R

Prase 1 was Timited ©0 procedura’ ssues ate

the se€tiing ‘of Iateriz rates, and Phase 2 will -be devorted o vhe mZ-Io.

reasonablezess of°”

she Tinvestment -and investment-related Toosy Lssuss i

9. A full-power operating license was received [from whe NRC.On:

September T, 1682 whai chﬁauthOrizesiaﬁpZ£dancsftd operzte SONGS -2 2t

‘ull-ratéd~powervupon~comple lon of lLow-power stesting .ot U tIioTomITen

C e e e w2

10.° Zdison's ‘revenue requirement requesy fOr the purposes -of

Phase ‘1 Is limited €0 $367.6 -million ‘even ‘thcugh O&MleXpenses, rate -

of return, and the estimated investment in -SONGS 2 Yave lsubstansiallyc

inereased sincethe (£{ling ‘of the "adpplication dn'?é&*da;yiﬁ8 +682.
D211, 77SDGEE S revenue ‘requirement ‘request for Uhe pu*poses o*~~f«
Phase T %5 $119.9 million ozfénwannua;izedabas*s.-- TIoeNI oRootova

o V.

12;“7AII"ofﬁtheirevenué?redu:rnments?'erac*ﬁg:zo‘ rate “base Zzzd
operating expenses for 'SONGS 2 which Zdisonrand .SDG&T "are

in-this proceeding %ave not been included: iz fanY-o::er-rate“
before tuis~Commission. ~77.0 TT.0 TITIo oIt onitooinl ol

P R

SR e = -

.-
~

"

ol requesTiag W
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13.. - SDG&E-relies on Edison’ s:Justification 0f. O&M. expenses
ince Zdison will. be operatiag. the plant and will de.billing SDG&S -
for 20% of such costs. - Similarly- SDGEE relies upon Zisonts.~ - -
aceounting for-the .d..ix-ec.‘:.-, p.l-an. davestnernt In. SONGS. 2. =-uoz :
4.
quarter of 1983 is est_ma..ed Lo be SL.Z billi
estinated total..cost .figure of $3.5 billion used in ;the p;-:;g;’.na‘l,
application. “ Co e

Vo e e e

-~ m S A .~
[T -

2v-¥5e A 60-80 allocation. ofy total SONGS: 2 a:zd 3 p—" ant"costs is
based on an eagineer: :ra; s"udy whick-assigns -all- common.-plant $0: . ~-
SONGS. 2. - . .. oL L : -

s e . U B o A >
. C e . ~

-~ 16.- - Based. oz a __6‘0—_&0;‘ allocation o..u.o tal r _v..sed SLNGS, -2 a:::é -
plant costs, Zdison's T5.05% interest ia SONGS 2 is estimated ~t0 .bDe
31 882’ b'bl n. ‘-’-:v«‘. A - oo - - - :.: P

el e A -~

-

- - *

7., - -..d.,son s $367 .6 mzllion Tevenue, requirezent -is based .on. the v

original $3.5 dillion total project cost. Edison's _'{S.ﬁjsw;gin;,_e.ﬁe:;q:,\
of SONGS 2 ‘was. .estimated L0 be .;s.:‘-_»s:g'sﬁ"‘,b.,illion‘ Ta Il
-~ 18- Based on. a 60-50. allocation of the orig :
cost for SONGS 2 aznd 3 .0f $3.5 billion, -SDG&E"s 20" sbaterest -is -
estimated to be $413 million. - Based on a similar allocat icm 0L the.
revised total -project cost -of $4.2 Hillion, -SDG&E s —20" .":,:xte':esv-::s.‘- 2
estimated %0 -0e $885 millioma s mals S

e m - - £ =

s -19. - SONGS. -2 -and 3 :are -accounted -as ~one. p*oj_ec" WL RO oo f

P

separation of costs: among -SONGS..2,” SONGS. 3, and common ~facilitles.

- -

n20. -SDGE did not make -a-calculation-as. to-the-estimased o

investzent In-SONGS 2 based on-a 50-50 allocation -of -total project . -~

-

costs between SONGS 2 &3¢ 3. 1 tsu-ro.vrl ror Ziise sac 1an Lzmioes O

.21, SDGEE believes L% -is :reasonadle-vo-allocate -the -coTMOB :men
plant-equally -to SONGS .2 amd 3. .which it delieves can bezaccozplisized
by dividing the total projfect costsrequally. ~::: - .~ . 2°"2

aade
- e e e

. 22. . SDG&T Welieves that -since-~a . final. cos_r—-‘.gu“e-“o-'SO\IGS 2
will notv.ve-knowauatil -completion -0f-SONGS -3 che 8413, ~million cost--
figure used iz-its-application.as the cost of-SONGS 2:1s. a.reasonadble
estimate to be used for this proceeding since L% -would-approximate-an-

equal allogation of the revised project cos:.
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23. . SDG&E believes 2 50-50"allocation of total project costs
will lead to greater"rate stadbilizationisince one=half of. thelcomzon:
plant cost will be deferred %0USONGS 3.- "~ oo o TIIIT a

- . . T -

24, Considering the magnisude of the investment aad the denefis
of rate stabilization, it is reasonable %o allocate total-project
costs equally detween SONGS- 2 and 3. for botn Zdison an’ SDGEE,-even . '~
shough Zdison <idnot suppors SDGEE's proposal. o7 i tih -

25. Ir is reasonadle’ to adopt- a” ba;aacing accouns  for:™
investmeat and invesstment-related costst since thel issuerof the:
reasonableness of investment in’ SONGS 2iis’ being deferred into-T’
Phase 2, and she issue of the timing of capital cost recovery-will-be
considered imﬁthéVhearingsiheldhpdrsuantitdfSdisdn*sﬁa o SDGEETS
fortheoming supplemental applicationsts . . "1.7.7 f.% conmersloon rons

26, Based ‘on 2 50-50-allocation ‘of total’ estinaved prodecy cost
of $4.2°Bill¥ion, the Investment in SONGS 2 ‘for the: pu*poses\o._v ‘s?”T
interin p*oceed‘ng for Zdison is $1. 56° ’"*o - and- for SDG&
$471 Williom. 07" .7 R R e o

v

-\. -

‘*27:--A.*%oug* 0&M expenses for @ gdew nuclear power' p_aﬁu
difficule %o esciua.-; 14 Ls" possible to make a - ~easo“able Lxed v

P a.ve‘ T . IR B A A mwn LT Lot

28. The nature of SONGS 2 0&M expenseﬁf“*fﬂcéfcdbyardbIEUEEZ:hé?
fuel supply and pricinsg sftuation: which I re adoption of -an
ECAC‘bdlanci:gfaccoun,f“bovhqwi,h;respecz'yo the uagnﬁ*ude ol whels
dollars:1nvolved¥andfzheadegree of controlexercised by the vunillivy
over .sueh eosts. T T Ut nIotoT LINIS rtInuinnougs

- caa e S e e me e e

29. . 'Zdiscnts (&M expense estimate orn which SDG&Z also.reld
was developed by managers and supervisors respoznsidble for

“a RS
o w P

operation and ‘maliavemance "of SONGS -2 and is.plant specificl

g S 4 -
30. 7 StaffTs Q&M expense ‘estimate L3 primarily dbased -om ke’

o g n .
average experience 'of other large pressurized water reacuors.with a v
CZ nueclear steam-supply Systez. "-The recorded average -based on 1981
recorded figures has . been escalaved to 1983 and . further -adiusted o

recognize the higher labor expenses  experienced ~in Caliloralz. r- . =

c- 0 =
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31. Edison's estimate-of 0&M expenses for.all participants of
$65,287,000:£s excessive and not adequately-supported.. .-, -- - . -

32. Staff's estimate of Q&M expenses for-all-participants of -
$41,497,000-1is8 reasonadble. ST i somm e e Nenlumel

- S e

33. The staff's-estimate ¢f pensions.and benefits:expenses-is - -

reasonable” for” the purposes-of thisg-proceedingi- ~. ,--.-

34, There are no differences in-the-stafs estimate
estizate Jor-payroll.-taxes: and Ilnsurance expenses- except
replacement generation insurance. - - IR

35.- - Stafl is unadble to make 2 recommendation.as £o .
reasonadleness of replacement gerneration Iinsurance. .-

36.7. Based- on the evidence- in this record, we.are noL convi ncﬁ¢¢

that replacement genera:ion insurance- should de disallowed.. . ShLS -
will zot preclude ¢ stafl- ’*om;ra&singj;h;sgxssueAﬁn;aiﬁutu:ef

progeeding when—iz;feelsprp caz make- a recommendation justilyiang - -
c¢isallowazce of 'such imsurance. ' - - .- ot e o

e

37. It is reasonadble for the pu*poses of this proceeding 0 -

FEIN
-

allow auclear replacement iasurance. expecses .of $1., 343,000 .for -Zdison
and $353,000 for.SDGET as .a nond avestaens-related cost. .

P T PR -

38. Replacement generation izsurance expenses have bee“ aﬁ_owed
for SONGS -1 -im- D.82~12-055. .~ - v -~ . e e L. e

- . .

39. : Tre reasonable level of noniavesize t—rebated -expenses to
be allowed in this phase for Idison £s $38.2 million-and ~for -SDG :.is
$10.7 million. ' :Noninvestment-related expenses -include -0&M .expenses - -

including transmissiorn expenses), pezsicns aznd benefits;:payro&l~:ax
and insurance plus applicadble franchise taxes, and uncoklectidle
expenses. - . - oo e e T - Commoenom s s

- o et e e o [ - A

0. The last aushoni zed rates o-"return‘;o.g-ﬁison;qs +2.55%. - -
and for SDGEE of :13.25% -are the reasonadle -rates .of return-.to de
applied in computing -the reveaue requirement -on SONGS -2 izvestment. - -
and balancing account for the purposes of sals- iaverim decision..- -

am;»_sdison:requested ‘rate relief. of‘SB&O.milkio:ro’,hhe 83616

million requested La .these evidentiary mearings. -~ -~ - o scnsea




A.82-02-40, 82-03-63 ALJ/vdl/jit/md "%

42. In the oral arguments Edison revised <ts- request and mow
seeks the full $3671.6 nillion  with-no balanciag account” treatment. 7

Wi e

43. SDG&E‘éedué%‘éﬂ'thé fall- $119.9 millton a3 interimTpeliers:?

leh an eqhal’ and’ offsetting reduct oh"*fA;.iandeCKC rates. - -
T, T In the oral argument SDG&E- revised its request and: mow' '
seeks 2 base rate increase-of 3100»m_1;;oﬁ5withfaﬁb%dximatéﬂi 320337”‘
million given bdalancing account treatment.. -
that-ECAC“rétéé'be reduced by $52 =il _ow~’o“-ant cipa.ed Fuel.
savings from operation of SONGS 2 ard that 2 %kﬁwé?mfllidn‘ECkC’-~i* =
reduction 3cheduled for November 1083‘be-a*’ho*&ie&“bdnéh*QGdt5%{£h5%?
SONGS '2 decis *esu’“‘ng**n‘no- et ratve imerease to f£s ‘customers.
45, Stafs recomzends limtting: {mterim rate’ ne' e’ 40" thet . LTl
aanticipated savings on energy costs from the- comme*cia“—ope*a* on of -
SONGS 2. Sta®f's proposal would Iigit <aterim relief for Tdison: to
SZTSJT“ﬁill*on”an& ‘or-SDG&E to SGW"TMm‘*’*on hmallon DUTTRE Ll ThAY

e win adn n’

56 : -

estimates in this’ procee ing, Bowever *“"&*son es®: mated $206*9“”‘?f33

million in. fuel savi ags in A.83-08-C42, and LY &y e to-take-
£riaial nétice of that fLIidg he*e. B R *ft "
ur.” -?uel-savings estimates of $206.9¢ Hillion for Tdison and -
561.; million for ‘SDGXE are reasomable. - 0l 1 IiilovmeImenoooy
748, LimTting ‘foteriz rate reliéf wEll result iz Ta ‘Tower

ot ke

increase t0 current *a:epay *s-whowevé ‘any -dnderdolleetions -and oo
related carrying ‘Charges ‘Will have o ‘Se “Worne By ifuture rétepéﬁe*s.
49. It is reasonable to grant iaterixm rate relief in .fhei 77 IU
magnitude ‘of -estimated SONGS 2 fuel savizgs for both Edisgna and "SDGEE.
50. Balancing account treatment of investme“:-*o’ “ed-co&tSTTC
adjustméh&é'ié‘béldade”ré§~any-disa:; wanceswon'pxantﬂcvs&s~and”?; B
_nves*nen t-related coété5§5£c5¢ma?”5é¢ﬁade-£:3Pﬁi§é 200 tTonnartonntt
51 ‘Balancing aceount -treatzént ‘of “idvestaent-related costsiii:
will provide adequate protection %0 investors’asiit comstitites-a

mechanisn thiough Wwhich they can ‘be made “whole:on:{avestment-related
costs determined by this Commission to’be prudentiexpeaditires. Vvt

..._: 72.._
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.52. It is reasomable to adjust SDG&Z's AR rates at the saze
time the MAAC-rates-go into.effect.in.accordance with:the. .

a.v..

computations made by the-staff and shown in Appendix 3.:.---

N e

53. . I%: is reasonadle to.adjust. SDGLE's. ECAC. rates. to. rel ect‘

the estimated fuel saviags resulting from. the commerc_al~opera ion of

SONGS- 2, less tae AERradjustment,_atv,he»same”tiggﬁyAApﬁraggsjso into

elfect as shown iz ‘Appendix C.. - . .. ... ....
54. It is: reasonable to~require~SDG&z

revise the AER and ECAC rates to the extent necessaryy, a;ing *o
SONGS 2 fuel. saviags ia. A.83-07-01%.. .. - o .

- 55.. It Is reasonadle. for EZdison to adjusu _us.AaR and ZCAC -
rates at. the same %ime MAAG.na;gs;gqx,apgwe ;qufa;,proy;Qgg in .he
ECAC decision issued today..-

- e PRSAEY

__‘.,, e oIoor

- e ey e e e " -t

- 56. The. reasornable. _ater_n rate _ncrease Lor. Edison uader :.'.:s»_{.
MAAC is $206.9 million.  $38.2 million of this increase.is to cover.

noniavestnent-related expeases acd -is not-sudbject .to balaneing -
account treataent..- The rgqginder‘relazes.to.investmen;-rggaqgg costs
and' will be subject to balancing account treatz

- .
.o -~
~

5T7. 7The reasonable iaterinm rate iz :pa;g.for SDG&V_f“dg.Aﬁéié%f
is $61.7 million.  $10.T mill |
noninvestaent-related expenses arsc is a0t subjeci to. ba_anc_n;, -
account treatment. The remaiader relates.to. inves cent-related cos.s
and will-bewsubjectmzoﬁba_anc*ng,accountﬁzreaume“,-M

, ~.38. -It is reasonadle-to.adopt.a MAAC for. 2dis0n .33 shown .
Appendix Do - v - - - o L. L

Zon of this increase .is to cover -

oo -t .- -

o - - e

. e - '......-,.,_‘,,. -
e .o -

L0259, It is reasonadble for SDG&“ adoo“»a -MAAC :similar . to- ...
Appendix D. - Li-es e oo .o -s

z 0 R e e A m P T T -

N T S -

P IR (S

60. ”he adopted MAAC orov*&es 'or ba-anc~ng -account .treatzent

e

£ lzvestmenxt-related ¢osts-and .noninvestmezt-related -eXpenses

Ve P

consist_ng of Q&M expenses, pens‘ons and-venelits, payroll ,axes,
ilasurance expenses-aad- *e_a,ed-frﬂ*ch‘sn—’ees, and. uncgl;ectib*es are
not subject to-balancing-account. - ..

- < .,...-"\, - . e,

[Py x - Y

- 61..-It-is reasonadle.to.increase "atos unde* MAAC.on.a. un;for~
¢/kWh basis to al;‘classes;o.;cus.ome,sga_dvs;;edules.

e e e s

~=T3.=

- FRTSa - P o T e e




A.82-02-30, &2~03-63 ALJ/val/jt/me = TH¥ -

82. < 'I‘h'e “cOST f—ﬁd ‘“a“‘a‘e'pa"y'e*sl oL —’;idwérkprdddc’éd i“rom‘- 'ZSONGS 2. = ':anc

neeced, will depena tTo'-a s-gnlfzcan* ceg-ee ‘onr -thre - ope*at,nb Az
performance of “the ‘unlT T T TolLlTTanT o nnln moTReNaS

$3. It i1s appropriate that the inceantives for good plant --
performande and ‘vhe allocation of ‘risks reélated to peérformance D€
explicitly Considered by ‘the "Commission as SONGS 2°is puv #Fnt
64 .7 -A-varget capacity fAETor standdrd will -provice a ‘more
equitable -gllocation of risk Wetween’ ‘ravepayers ‘and investors aad a
stronger- ‘incentive for superior- perfbrmance on ‘the (parttof the T

utilities tidz wogld-reliadceé- soleiy ‘6n -perforgance ‘revi
ECAC reasonableness -proceedxags. - ~F PIIfLD TIIRL LIenl

5. A target capacity factor performance staadard for SONGS Z-s
will notieonfriétiwizasafe- planzvoberatvon. CIMAT MTNLTOTIE

86. It is reasdnabie’to adoptTa target “capacityTfactor for Tt
SONGSS2; ' 777 It L oroire o moewroc vlliseml lremetmessoial Cosmliing

e O e - [ T .- .t st e o w e

7. “For thé reaSoh Of éqiiiable risk’alldcatiod) ¢ fs -

reasonasle’tnat the® targes -¢apacity-factor- app;y TOCSDGEE ds “weLllTas "
thae’ plant operator;’ Bdisop,  TINT U0 NTIth oL onnLtoows

- RS Y
‘n».._-\-".-w Lo - -

58. Tne target capacity factor stazcard proposedﬁby*sia"fwdaﬁd’
ve aorefapprbbr‘a:éé"Tmoc*fiecﬁto*inc ade-d’ceacband-verween 55% and
30% wherein~ICF-rewarces aaa”penalties-do~nodt apply. - R

69. The target capacity factor-stancard proposed By ﬁia”#ﬁo&idi
be more appropriate if nodifiec-sé-that TCF rewards ancpesalties
above and- below  tnet deadband-comprise 30% rataer’than 100%iof~
replacement- fuel’ cost saviags-ortexcesSes. o ChLw LoIoD RO

T 7QL T Further stugy is-desirable to’ determine. whetaer aseap
beyona tae 50-50 snaring shoulde be placec oz usilitylexposdpe~-:T
resulting. from’ the’ adopred’ TCF proceaure-and; 1fs so; whatisize-a’ cap.
LTIV S The staffTsCproposec- standard; withithe mocificationsifound’
To be appropr;anetnerﬁin, Lsta reasonadle standard-to appljutoASONGS 2.

-

- AR R -

] . ™ . - A -
e e . e - e - . :

T
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- T2.. Edison and SDGXE -stocicholders -and bondholders will de . no
quse,o::_due:zorthenadopted.*CF«becauae,the;ef:&ctgotgthe;adopted
TCF on investor .risk will be small ancd will likely be.offiset by the. -

reduction in Iinvestor risk associated with commercial -operation-of-
SONGS 2. . i et .. Lo ) -

. L= - e e . o - oo
et PR .. cr e [ “ - - - -

73. .It;iatreagqnable ha* ’or the purposes of. ’uture LCAC/ABR~,~
forecasts, the capaclity factor assumed for SONGS 2 .be.no greater- than.
80% nor less than 55%, based.on.its original-nameplate.capacity...

T4. TUnder conveational -ratemaking treatment of investment- - ..
*elated plant costs, ratepayer. payments.- qr,SONGSQE'and~3 would. de.-.
expected Lo greatly exceed luel cost saviags resuliizg Irom-tae.
operation of these units duriﬁg the fi:s;gféw\yga:sgqgﬁp*gggcﬁi
operation. ... ’

e

R "
W e S e

-

. ¢
L e - - . . - R - -

w e - e oo S

75. epafer pajment for SOVGS 2 and. 3 under ,conventional.
ratemaking -treatment .of investment-related .costs.raises the- |
problemsof inter empora* i*equity between ratepayers and rate shocx._;

76. It is reasoanable to consider alternative ratemaking -
treatments ;ofgin'{es‘;meq:-_;r_‘elated_p;a_;,,:cqs_‘.:s;fng“‘SONGS 2.and.3.which .. ‘
are aimed at avolding rate shoek and promoting.intertemporal equit
among ratepayers. oo -ooroc. nNois.l S

o~
B . R - - -
P L e e e - 1 ~ Yoar - P

7T7. Alternative. *auemaking vreaumen s a_med at- avoid.ng ate-
shoek and promoting iztertemporal .equity. among ratepayers-were- ..
inadequately examined-in this.proceeding. - . -

- e ~

78.. It.is reasonable for Zdison.and SDGEE ©o fi ., tar;ff oz
changes under MAAC after meeting tre-COD-criteria.set. forth- in. the..
ALJ's ruling dated June 24, )982,,which;wa§-affi.“edvbyaComm-ss*on'n»

Minute Order dated: July 21,7987, and.modified by D. 32_09_ 41 daze
September 22,:1982.- .- .. - .- - .-

. . e s e - o~ Y -,
P Y P - an oA s N -

-

-A‘p. - - .o~

- B e
~ -

.. T9. .- Should, the COD regui emenzsgbe{me:;prior;to;;h o-issvance. of-
this decision, it is reasonable- lor-applicants- to. continueraceruin
LAFUDC on.SONGS. 2 invesizment, capitalize operating. and mainterance.: -:

expenses, and ¢redlsc any energy generated bHy SONGS 2 at avoided cossts
to the work order until MAAC rates become effective.
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e e

0. The COD cristeria set-forsn. by~vh*s Corxmission for SONGS 2
are reasonable for tkhe purposes of this proceedinmgo-=r - ~-
Conclusions of Law~- _ - S R s, o

Y S . e N T
~ - . RS . N

" Ediscon-~should  de; auuhorized le 2 MAAC p*ooedure as . sev -
forth in:Appendix;D,:andrestab_ish;an L *uial -aonlinvestnent-related .
expense rate of 0.0771 ¢/kWh: and-an-investment-related~cost rate of

0.3771:¢/KWb. -The investment-related-costs-are~sudject to. -palaneing-
ageount treatment.--- - o~ s, .-

R - ~ ~o s ~ o - oo R

ey e
-

o e e v - - A

2. SDG&E should be- authorized,.o fi e.a-MAAC, procedu*e s*mi~ar
Lo Append*wa}iand:toAesuab--sh-initial;non*nvesument-relaved<expe“
rate-of 0.109 ¢/kWa a=d az invesizment-related-cost.rate-of-0.518 --
¢/¥Wo. . The-investment-related. costs-are subjeet To-balancing account
treatment.. . .- .. . '

. Lok R o ..,,._.1\ H-ﬁﬁ
B - N . - P PR - - PR, - ot

3. -Edison:should be authorized- to. file ivs inicial.rates. "nde.k

e

MAAC upon achieving the COD.criteria-establisned by-y 2is Comm-ss-on-,u

-- 4, - SDC&E should-be-authorized-to,.file-its-in v,al;;g?ggz_gdggM
MAAC upoa- achieving the: COD.eriteria.estadlished.by.shis.Comaissiozn.. .
5.  The target capacity factor performance standard proposed. by-
staff,- as modified by: this decision,- should:de adopted aad applied to
SONGS 2. - - : e .o

;SN‘AParp es. shou;d Llovestigate, duriag hearinz

- - S e
o - - E I

aeld. pursuant - -
To Zdison's and- SDGEE's: fortheoming supplemental SONGS applications,.
whether a ¢ap- beyond the 50-~50.sharizg- should-be-placed on. utility
exposure result:ng:frpm»:hefadap;ed,y;rget_capgg;pyj§a9f9;3§,a,§a;§;wi
and also whether alternatlive. ratemaking.ireatmentSrelated: to. SONGS. 2.
and 3 whicxz: are alizmed-at avoiding~rape‘gpogkzgédfp;omé;;ég:;
iatertemporal. equiiy amopg,;acgpaygrs;are;;pprcpriaze’~:«~h Ao el

T+ - The rates and charges authorized Iz this.cecision-are .. - .-
Justified and reasonable.- - -, - -

st wmmg -
R R R i

-
B [P T seee "~

&. - The effective date. of this que;ﬁ;hqp;d‘be *“e‘daueiggz‘A -

which it Iz signed -to enadle. Edisor and SDELE.-So. recel ive app“oph.a,e
rate treatzent when SONGS~2»gpgsuizto;ppmng;cig;topepay~

u—o'. L. P A T
. EERST VO

- .
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...~ .INTERIM ORDER.

TT IS ORDERED Shats ™ .7 i L nTell o ownoomzToslnzaniyon

1. Southerz California Edison Company (Edison).is”authorized -~
and directed to file with this Commission,-on-oriafter theseffective
date of this order, “the Mz jor -AddLtions -Adjustment.Clauses (MAAC) o~
tariff as set forth In Appendix D and to fileran advigce letter toriTi:
requésting the infsial -rates -set forta-in-Appendix .. The.liling’
shall be made not earlier than the date whea the commercial-operaiing.
date-{COD) criteria adopted-ian D:82-09=717.have dbeen me% and shall de
accompanied by operating records’ and “other pertinentiinformationz:’ or
demonst“é*iné’that*t‘*eICOD'cr-i‘ceria'-- have been zet. ~“This ':"iling shall"
ve reviewed by staff. "If the staff determines that’thevCODreriteria’:
have not been met, it shall Iimmedi ate’y inform tre Commiss.‘..onf,?-wh-ich“‘--'
may suspenad the effective date ol the tariffs. ' Ifinot suspended, the
tariff schedules will become-effective 207¢ays after” filingi The -''°
tarifs schedules-shall-comply-with GeneraliOrder™ 96=Aandishall- apply
to: service» renderadon-or-after: the-effective” date of-thertarifss T. -
schedules. Toolmoohr L o oo DU e B o L
‘2. " San"Diego Gas & Electric. Company: (SDGXE)< is austhorized. and :
di ected to :‘.‘ile with this Commission, on or after the effective date:
of this order , 2 MAACT tarifs similar to’ Appendix: D and”to file-~ an
advice- -et"e*‘*equesting the initfal rates’as set forth-in Append_
. The filing shall’ be’ made not” earlier- than the date when' the™COD-"*
erivteria adopted ia D.82-09-111"have been met and™'skall’ bezon ~noiLnin
accompanied’ by operating” records’ and” other: pertineat” {nformation -
demonstrating thai” the’ COD" ariteria” have been met) unless Edison has':
filed such information- pursuant to the preceding’ pa“ag*aph“” Thitsg -
£iling shall’ be reviewed by staffi™’ If thestafi~determines that the
COD criteria have 20t been met, Lt shall ...mmed"ate v Laforn ‘the - Ti-L
Commission, waica may suspend the ef ectivo»da“ £ the tariffs. IS
not suspended, the tariff schedtles will become effective’ 20- days ®--
after £iling.’- THe tariff schedules’ s“a”’ corply with Gemeral Order. -
96=A and skall apply to service rendered on or after the effective
date of the tariff schedules.
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3. SDG&E 1is authorized and directed %o file revised Annual
Energy Rate (AER) iz the manner set forth in Appendix C. SDG:E shall
file revised Energy Cost Adjustment (ECAC) rate $o0 reduce ECAC rates
t¢ reflect the savings in energy costes of $61.7 million less the
reduction in AER made pursuant t¢ this-ordering paragraph. Such
revised rates shall become effective on the date of filing, but not
earlier than the date whez the MAAC interim rates shall decome

ffective and shall comply with General Order 96-A and shall apply to
service rendered on or after the effective date of the tariff
schedules.

4. If the plant zeets the COD eriteria prior %o the issuance
of this decision, ESdison 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 o the SONGS 2 work order until <the
MAAC rates are placed iato effect.

5. Edison and SDG&E are directed to file, wisthia 20 days,
advice letters, consistent with this order, which state proposed
aceounting treatment of replacement fuel-related galins and losses
assoclated with the operation of the target capacity stancdard adopted
in this decisior for SONGS 2. The accounting %sreataent should
provide for anmual adjustment of these costs. The Executive Director
shall review this advice letter and make recommendations to the
Commission, within 30 days, on whether the proposed accountiz
Treatment should be adopted.

6. During the consideration of any supplemental revenue
requirement request in this proceeding, applicants and stafl are
directed to analyze whether a cap beyond the 50-50 sharing should be
placed on utility exposure resulting from the adopted target capacit:
factor performance standard and whether alternative ratemaking
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treatments involving deferred capital recovery can or should be
adopted by this Commission for SONGS 2 and 3. The alternatives that
are considered should include: (1) trended origirnal cost ratedbasing,
(2) levelization and sinking fund depreciation, (3) units of
production depreciation, (4) deferral mechaniszms such as those
proposed for the Shoreham auclear generation station before the New
York Public Service Commission, and (4) extended deferral within the
MAAC »alancing account.

This order is effective today.

Dated September 7, 1983, at San Franciseo, California.

LEONARD M. GRIMES, JR.
President
VICTOR CALVO
PRISCILLA C. GREW
DONALD VZIAL
Commissioners
¢issent in part.

/s/ VICTOR CALVO
Commissioner

diszent in part.

/s/ PRISCILLA C. GREW
Commissiorner
I will file a written dissent.

/s/ WILLIAM T. BAGLEY
Commissioner
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WILLIAM T. BAGLEY, Commissioner, Dissenting:

This dissent 1s written in cryptic form to accommodate
the scheduled release of the majority opinion.
I would have zcCopted the conclusions, for the reasons
tated therein, of the Administrative Law Judge in this matter.
Alternatively, 1f the format of the current majority
‘ere followed, I would have supported and 4o support the

To ensure safcety of operation, an Operations and
Yaintenance budget in the magnitude proposed by
the utilities:

In reference ¢ Edison, instead of the arbitrary
juxtaposition of fuel savings money ($206 million)
as the measure of rate base return, the figure of
$340 to $360 million woulé have been and is much
more defencible. The delaved imposition of
approximately $150 million (360 minus 206) toget-

her with other pending Edison reguests eminating
from San Onofre Unit 2 (about $170 million) ané an
expected fi1ling for San Qnofre Unit 3 in the same
general magnitudes as above, 1f granted, will cause

burdensome rate increases within a much shorter
time frame and thus will cause unnecessary rate
shock. One recason expressed for such a delay was
to provide thce Commission "flexibility" for the
possible adoption o0f a rate~-treanding pattern of
capital payback. But such a pattern can only be
acoptec in advance so that debt reduction can be

indexed or syneronized with the future trended
rates. AfZter the fact, trending is not possible -
thus there is no such need £or that "flexibility".
We, the choreographers, will have unnecessarily
caused a delayed but ballooneé payment to the
£idélers.
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b]

. I would andé do support comparable adjustments i

>
.

reference to 3an Diego's request.
Adéitionally., San Diego has available an even
greater (proporzionately) fuel saving allowance

' which could 2¢ used to offset additional rate base
regurn.  That full offscet should be used at present

rather than deferring rate base regurn.

c. The adoption of any target capacity factor, appro-
pPriztely ensuring some sharcholéer risk, should also
nave an appropriate minimum and maximum “cap'.
without a ¢ap, the mechanism simbly will not worwk -
because we would not allow 1t to work - in its
extremes. But not knowing just what remedial steps
we would take in the extremes of capacity operation

[8)

r inoperation, we cause financial uncertainty which
turn taints all future capital raising efforts of

}J
ry

the utilities. Any incident interest rate increases

. could be avoicded by a “"cap". Further, I would alter
the target capacity formula to more accurately deal
in advance with real world situations as they do
occur in the operations of a2 nuclear plant.

It is my judgment, in conclusion, that the combined effect
of the majority's determination in a, b, and ¢ above can unnecessarilvy

lead to a lowering of financial ratings with no concomitant benefit.
we ¢Xpose the utilities to that risk dbut accord no benefit %o the
ratepayer while so cdoing. I£ that is the end result, it makes little

—

sense for this Commission to have gone through this particular

exercise in futurity.
-
/s/ William T . [Baflev

WILLIAM T.“YAGLLY, Commissioner

September 7, 1982
San Francisco, Californi
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APPENDIX A

List of Appearances

Applicants: Richard K. Durant, Domald M. Clary, John R. Bury,
David N. Barry, Lll, and Stephen E. Pickett, Attorneys at Law, and
Orrick, Herrington & Sutcliffe, by David R. Pigott and Edward B.
Rogin, Attorneys at Law, for Southern California Edison Coumpany;
and Willfiam:-L. Reed, Jeffrey Lee Gutiero, 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 Califormia; Tim

Carpenter, Tor Alliance for Survival; and Edward Duncan and
Ralph J. Gambina, for themselves.

Iaterested Parties: John W. Witt, City Attorney, by William S.
Shaffran, for City of San Diego; Allen R. Crown, Glen J.
Sullivan, and Antone S. Bulieh, Jr., Attorzeys at lLaw, for
California Farm Bureau Federation; Brobeck, Phleger & Zarrison, by
Gordon E. Davis, William 3. Booth, and Richard C. Harper,
Attorneys at Law, for California Manufacturers Association;
Downey; Brand, Seymour & Rohwer, by Philip A. Stokr, Attorney at
Law, for General Motors Corporation, Otis M. Smith, General
Counsel, and Julius Jay Hollis; Dan Hyska, for Department of
Water and Power, City of Los Angeles; Daniel E. Gibson and
Zvor E. Samson, Attorneys at Law, for Pacific Gas and Zlectric
Company; Xathryn Burkett Dickson, Attorney at Law, for People
for Utility Rate Reform; Dian Grueneich, Attorzey at Law, for
California Energy Coummission; 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 Action Network; William Xnecht, Attorney at
Law, for California Association of Utility Shareholders; Harry X.
Winters, for University of Califorania; Mark Evanoff, for
Friends of the Earth and People for Utility Rate Reform; and

Charles McClung, Jr., Attorney at Law, and William M.
Marriott, Zor themselves.

Commission Starf: Edward W. O'Neill and Richard D. Rosenbderg,
Attorneys at Law, and Kenneth X. Chew and A. V. Garde.

(END OF APPENDIX A)
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'APPENDIX B
SAN DIEGO GAS & ELECTRIC COMPANY

SONGS 2 AER Adjustment ar Date
of Commercial COperxation $(000) _ .

:Commercial Operating
: Date

April, 1983

Sales 1/:
(Gwhrs) ™ :

5,584.8C

AER A3 :
(&/Kwhr) :

.01295

2%
$ 723.4

Fuel Saved

$ 36,169.9

30,960.7
25,721.5
20,650.4
15,411.2

619.2
514.4
413.0
308.2

4,814.38
4,063.64
3,278.76

.01286
.01266
.01260

2,494.90
1,679.90
834.67

01235
01211
.01222

203.4
102.0

10,172.0
5,100.9
NOV. 1, 1383 Next AER Review Date

Example: Assume SONGS 2 is in Commercial operation anytime
during July 1983. Then the AER adjustment would be a
reduction of 20,650.4 million dellazs, or .01260¢/Khwr

until the November 1, 1983 AER revision date. The

decrease would be spread wmiformly to all Kwhr Sales.

1/ Anticipated remzining sales to November 1, 1983

(END OF APPENDIX 3)
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1 @ : APPENDIX C

SAN DIEGO GAS & ELECTRIC COMPANY
ECAC ADJUSTMENT

SDG&E shall file revised ECAC tariffs effective on the date
when MAAC schedules go into effect to reflect reductions in ECAC
rates for anticipated annual energy savizgs of $61.7 million from the
commercial operation of SONGS 2 less the amount of saviags recognized
in the AER adjustment 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 upiform cents per kilowatt-hour basis.

(END OF APPENDIX C)
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PRELIMINARY STATEMENT: .

: —

J. MAJOR ADDITIONS ADJUSTMENT. CLAUSE (MAAC) ST

1. Purpose. The purposerof: the Major.Addi ions Adjus.ment
Clause (MAAC§ {s to reflect in. rates, through application of the

Major Additioms Adjustment BLlling Factor '(MAABF) and the Aanual
Major ‘Additions: Rate ((AMAR)., certain costs: of. owning,~operating, and
maintaining (excluding all costs recovered through: -the Company's
Energy Cost Adjustment. ‘Clause: or:'through the: - currently. effective base
rates) specified major plant additions (Specified Major Additions)
authorized for inclusion in the MAAC by the: California Pudlic.
Utilities Commission (Commission). The currently ‘authorized
Specified ‘Major Additions are set forth in Paragraph 3g.”” The costs
applicable ‘for inclusion .In.the MAAC for: each Specififed:-Major
Addition will be. .recovered through the: MAAC until  base rates become
effective whichk include :all -such :costs. o AL ‘suck time.:as *the MAAC
provision is terminated, 'any -accumalated (dffferential An the Major
Adaitions tAdjustment Account, as .described and limited <m Paragraph
7, shall be transferred to the Energy'Cosu Adjustmenx“nccount or such
other appropriate balancing account*_~ﬁ N ST 7“?:

T

2. ggpiicabiligy- Ihe MAAC prov*sion applies ,o cercain rate

schedules and certain Special cont*acts_aubjecv o vhe jur*sd;ction
of the Commission. o

3. Definitions. , i*"l ?ZJ?MTh'
Author"za.t onwDa::e'r’ o ) -

" The~Avthorizati on Date shall be the date on which the
-Commission autnorizes %<he *nclusion o’.a Specified Major
-Addition"in the ‘MAAC. - .- ; DL

b. Effective Date: .ol

The Effective Date for the revised MAAC rates shall e
the-Revision: Date or.such. other: date as the :Commission
~mayauthorizes “The revised MAAC rates-shall be applied

20 sales- for: service: rendered on and after~the Zffective
. Date.and~shall-continue thereafter-until the next such

T MAAC-rates: become effective or- unt*l the HAAC is
termina.ed.h S P S SR T

Cow - N e
' , - o - - - . o T e
e PN . oA e .

e e e T N
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APPENDIX D- :
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C. Forecgast Pe*iod‘f-“”‘fi T

The Forecast Period ’or calculating the, MAARF and the
AMAR shall De -the twelve—calendaramonth—period;;m.;wm

commencing;~-vh the’ Revision Datea, a T BT L

s e

Franchise Fees-and‘UncoIlectible Accountqf’“

«---.r'—.»-, oa

Francnise Feesvand Uncollectible Accdﬁﬁis‘shall befthe-
Trate derived frox -the Company's most recent:general vate by

'decision to provide: for: f*anch_se rees and.uncollect ble
S aecounts expense.. oo ~ . - ‘

. i -~

o

- N e

é;_,;nterésﬁhﬁate- e 73m"“'f -

;: he: Interest: Raue 3hail be 1/12 of the-mostnrecent %
 month's: interest rate ‘on. Commercial- Paper~(pnime,-.hree~~
. months) published in the-Federal:-Reserve Statistical : .
ReleaseT Gs 130 Should publication:of -the ~interest . ~.a\.e
‘on..Commercial Paper :(prime, three months)k~be 5. ~-:: v-~-
T discontinued,: interest will so -accrue at~ the rate~0f - oo
TAT2 o sthe most recent month's -interest wrate o .-

e Ty

-~ - s

-
-~

Commercial Paper, which most closely. approximatesﬁvhe .
.rate that was discontinued and which is published in the
FederaI‘Reserve Statisvical Release-0v~L3;:or-_us

" successor publication. -

£. Revision Date:

o ey .-." R LT
Foel a am S e e ey w e e

e ~

The Revision Date for calculating the MAKBF and the AMAR
shall be January 1 of each year.*'Appkicavions for MAAC
roiosrate - revisionscecaloulated [in-accordance with the
L oprovisions descrided -herein~shall be;ﬁileﬁcwith A+
Commission at least 90 days:prior-to-the Revision
Date.

) g, Specified Major Addition: . . . ... .-

A Specified. Major Addition is an- addition to the
,"i Company's .Electric Plant in=Service:between:general rate
vrproceedings which-has deen_authorized:for inclusion in
Y the MAAC-by:the CommissioniccFor:-purposes:of caleulating
‘revisions.to.the MAAC:rates»and:the entriesvto the Major
Additions Adjustment Account, only-thosercosts
applicable for inclusion in the MAAC assoclated with the
Tollowing Specified Major Additions shall be included:

..

T w2 e e P
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oo s oo e ey o0 o Lo Nondnvestment- v cAverage
Specified Authorization Related Expense : Qwnership: -

Ma jor Add*t‘ - Date Rate ¢/kWh T@Raze ¢ /XWh

43n—0nofre—~w"«~~ﬁfﬁw:-
Nuelear

Generating

Station Un 2

p— P
- P .,H;.._,-\. - - . ~ -
. . - - [ . o w4 ke o o e b A e i b 1= e
- - < R L o e P e m e o - P - ~
—— e e L e TN T woae e D . . - L dAn.. e bt

Ce o7 S N u - -~ r

4, Calculation of the A#erage'Ownersn;p Rate;r Ind;vidual
rates to reflect certalin costs of owning each specified,major
addition "shall Dbe ¢caleulated as authorized dy ‘the Commission. The
Average Qwnership Rate forthe San:Qunofre-Nuclear Generat ng Station
Unit 2 shal’ .De. determined from the ’ollow‘ng ealcu ons.,

B

e T -

Ihe aut hor;zed annualk ¢ revenue of 3168 700'000.

b. .The amount in "a" shall be-allocated to-the sales
-L subject to the -MAAC estimated to-be -sold:duriag the
.~ :Forecast: Period ir :direct proportion ;Lo -the ratio of
generation for-such: sales to-total -system:sales.

o e:eﬂrhe apount in "Bt -above, increased -to provide for
. ‘Franchise Fees-and-~Uncollectidle Accounts,~shall be
- divided Dy ‘the -sales sudbject to-the MAAC estimated TO de
_..80ld during .the Forecast Period. The result shall be
'P‘ebe'Average Owne*ship Rate, expressed in -¢ents per
kilowatt-hour, - as set forth 'in ?a*agraph”3g.

At such times as the Comm‘ss*on author zes any adjustments
which affect the "amounts applicable for“*qclus_on In-the” ‘Average
Ownership- Rate, *he Average Ownersh:p*Rate“shall be appropr”ate’y 5
revised.ﬁ v S - ¥ -

e A sN\d\f'.-.'.

,‘.-..,.- ~a - . . ‘,..,v,.&..,..,_-n, oo e

T e 4

5._“Calculation of iheiBalancinggkate.;:"he'Balaneing,Raee¥~-v{?
shall be.calculated-as-authorized -by-the Commission. The~Cur*en* 3
Balancing;Ratefis;O;OOO:centsgpervki OWALL=ROUr., ;v il s onn ;

6. Major Additions Adjustment Billing Factor (MAABF). ’he
MAABF ~shall be:the-sum. of :the_ Average-Ownership -Rates-for.each.:
Specified:Major-Addivion and the-Balancing Rate.  "Suchk MAABF - .a*-f
expressed.in cents per kilowatt-hour, skall be applied on-a uniform
cents~-per-kilowatt-hour basis £o all sales subjec¢t <0 the MAAC. The
application of the MAABF to sales shall be as set forth on the
applicable rate schedule.
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- The MAABP listed: below nave been, or are, in effect for =he

perzods ind cated*-*’h Coant Db - yultinoel |
il Bffectiveio . ol -~Madééfﬁddi lons- Ad justment-"
Date Billing Factor (¢/£Wh)h

o .
- S a ol

1 U

O

- - R Tl

P N T

-
e e e Wi WY e
- -

7. Major Additions Adjustiment Agcount. The Company shall
maintain a Major Addizlions Adjustment Accou: (Balancing Account).
Zntries o be made to this account at the end of each monsh will e
determlned Lrom _the foI’ow:ng ca*cu.af*ons*** Coomooraliolal L

"

ai“Deprecia Lo expense as recorded during fhe momtdl [T

~ e

----- BRI S . us*“Ad va*orem-uaxes'as necofde&~du ng.t&émmonth.v..

e. PIus: ”axes based om code; ‘neluds ng approp"ia Lax -
"Tadjus,menes all o as reco*ded during ~the month.:

€.  Plusz’ Returzn, .which shall e one~twelfih 0f the rate oF
B "return.aathor*zed by sthe lCommission for ea¢h Specified
Tt . 7 MajoriAddivion multiplied sy sthe ‘zverage ~depreciated
. 7 rave ‘base, as recorded :[during the month. L

ﬁé.’ABeSs: TThe'aIiocat;ondotgtue“sum ptaﬂaw througk "d" to
".resale isales.iz direct propertior to.-the: ratio of
generazion 'or *esa,e -sales? o‘toua-wsys-em sales.

;fif. Less: ‘The amount of revesue billed dur Iog ‘she zoath
© under vbe‘HAAB‘,ﬁkeduced (4] prov de fo~,‘.a“¢h*se Tees
‘énd‘Uncollec bﬁe Accoun a. ’

P o~

' " _If the above. ~caleulat fon p'oduces 2 pos t Ve mount.. . .. .
(underccllec.ion), such amount -will Ye .debited 40 the 3alancing. ..l -
Account iz conjunction with the specifi"xajor Addition as approveq -
by the Commissicen. I the calculation produces 2 negative amount™ =
(overcollection), -such amount will.be credited to the. dalaneing:
accountl t-Interest will -gcerue monthly totthe ‘Balancingiiccount by
applying the Interest .Rate-to the .averageof:ithe. beg_nning ‘and. end ng
baﬁance- - L .

- P, o7 ...,M..,. o ;,‘,.\‘,.‘,....' -~

,,,,, . a

8.4 Calcu-ation of the kverage vOn.nves_men c-Related uxpe“seb
Rate. Individual Tzates t0 reflect cercain lfixec.cOSLS . associaced:: ok
with each Speci Led Major Ad i:ion sba:l.be ca*cu*ated -asrauthorize df

o P
R - . f o e e e A e -t -

-

Lo e s ~o—

AL
. - . -~ - -
— e U . s . e
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by %the Commission. The Average Noninvestment-Related Expense Hate
for the San Onofre Nuclear Gemerating Station Unit 2 shall bde
determined from the following calculations:

a. The guthorized annual revenue of $38,200,000.

». The amount in "a™ sahll de allocated to the sales
sthject to the MAAC estimated to be sold during the
Forecast Period in direct proportion to the ratio of
generation for such sales %o total system sales.

The amount in "b" above, iLncreased to provide for
Franchise Fees and Uncollectidle Accounts, shall de
divided by the sales subject to the MAAC estimated
sold during the Forecast Period. The result skhall
“ne Average Noninvestment-Related Zxpense Rate,

expressed in ceats per xilowatt-hour, as set forth
Paragraph 3g

9. Annual Major Additions Rate (AMAR). The AMAR shall be ¢
sum of the Average Noninmvestment-Related Dxpense Rates for each
Specified Major Addition. Such AMAR, expressed iz cents per kilowatt-
hour, shall be applied on a uniform ceats-per-kilowatit~aour basis <o
all sales subject to the MAAC. The applicaticn of the AMAR to sales
shall be as set forth on the applicable rate schedule.

The AMAR listed below have Dbeen, Or are, in effect for the
periods indicated:

- Annual Major
Effective Additions Rate

Date (¢/%wn)
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APPENDIX 2

RATES

Descrintion Revenue Inerease . Sales
($M1illzon) (M11TionkWn)
SoCal/Edison

Total =
Norinvestment 54,137
Balance 54,137

SDG&E

Total
Noninvestment
Balance

(END OF APPENDIX BE)

Razte
(¢/kWa)




A.52=02-40 ~ A.82-03-63
D.83-09=C07

COMMISSIONER LEONARD M. GRIMES, JR., Conecurring:

-

I consur with the decision *eday ca an alternanive ratemaking
treasment for San Onofre Nuclear Generating Station Unit 2. OQur
decision to adopt a target capacity factor mechanism for this unie, and
Lo evaluate other alternative ratemaking treatments in Phase 1B ¢of this
proceeding, represents a contiauum of our policy towards risk-sharing
among utility ratepayers and shareholdexs. Ve believe that +his policy
will provide long-run henefits to all parties in the form of more
cificient use of resources, lowest possible cost 0f power ©oO the end~
user, and a more civersified resource base.

Ovex the last few years, the Comnmission has applied z variety
of riske-sharing ratemaking mechanisms across a broad range of cnergy
technologies. Decision 93362 adopted a plant performance incenti
procedure for Edison's Mohave and Four Lorners coal plants, which
serves toO share the risk and associated costs or dbenefits of plant
performance among ratepayers and shareholderz. I might add that the
effects ©F this incentive to cdate has been positive on SCZ's cash flow.

In Decision 82-10-049, avolded c¢ccst ratemakine treatment
was cdopted for Edison's Heber geothermal plant in order =o ullocaze
an available alternatives. In Decisicn 282-03-1032,
the Commission orderzed utilities to £ile Standard Offers o £

the potential zisk of this plant being more (or denefits of it belng
10ss) expencive th

small power producers, which would include f£ixed avoided ¢osts
rpaynments., This decision recogrnizes the appropriatoness of risxk-
sharing besween ratepayers and small power producers, where there
exist certain financial and ceconomic uncertainties. More recently,
in Decision 83-08-048, we increased the porzion of ecach utilis
Zuel cosits from the ECAC palancing account mechanism, whereky ratc-
payers would no longer be a full risk for all fuel price variations.
Qur decision today recognizes the ongoing need of this
Cemmission to develop and implement, where appropriate, innovative
risk~sharing alternatives to traditional cost-of=-sexrvice ratemaking.




we have and will continue to exercise caution in monitoring these
changes, howevex, caution cannot bde just talk, but movement, albeit
in small incremental steps. Today's action is a step that is also
an "afiirmation of faith" that the company's thirteen year ©léd

c¢iscussion with the concurrance of this Commission, is and will
continue a benefit to Californiz and the clect

ric utility ratepayers.
it is also a recognition that this plant's cost (as with every other
g

one like it in the country) impacts ratepayers a great dcal more
than anyone could foresce.

San Franci lifornia
Septemser
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VICTOR CALVQ, Commiscsioner, dissenting in part:

I discent from that portion of the decision which
authorizes an interim annual revenue requirement of $206
million which is offset in £ull by the projeocted annual fuel
cost reduction for SONGS 2. 2diseon initially had reguested,
and the Administrative Law Judge (ALS) had authorized, a
revenue increase of $2490 million,'which I belicve is & morxe
realistic revenue reguirement for several reasons.

First, by authorizing a smaller revenue rcguirement
for SONGS 2 today, we are simply delaying the collection of at
least twice that amount on an annual basis at some point in
the near future. Meanwhile, interest at the utility's authorized
rate of return will accrue on the deferred amount which will
only serve to furthe; increase the durden ultimately borne by
the ratepayer.

Second, if the Commission were to auvthorize a larger
revenue increasc for SONGS 2 today, it could offsct this increase
by the overcollections which had accrued in Edison's ECAC
balancing account. While the accrual of overcollections was
never designed to function specifically as a cushion to soften
the inmpact of the revenue increase duce to SONGS 2, the fact is
that it can so function. It is unlikely that a similar cushion
will exist a2t some later point in time when the deferred revenue
reguirement for SONGS 2 is ultimately recovered from the rate-
payer.

Thirdly, it is important o realize that revenue
increases due to SONGS 2 are simply the £irst in a line of

inercases due to large nlant additions that will be before us.
£~

SONGS 3 ané Palo Verde are fact on the heels SONGS 2 and
will lead to large revenue increascs as well. Deferral of the
SONGS 2 revenue incrcase will simply compound the upward effect

on rates due to these other plant additions.

-1-
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All of thesc rcazons compel me to conclude that the
Commission should be taking all reasonable measures to case
the rate shocks which will be facing the Edison ratepayer in
the next year or so. In my view, authorization of a larger
revenue reguirement for SONGS 2 at this time would be a small

but important measure in that direction.

VICTOR CALVO, Commissioner

Soptember 7, 19
San Francizco,
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PRISCILLA C. GREW, Commissioner, Discenting in part:

I concur with the decision except on the majority's dis-
cussion of commercial operating criteria. The c¢riteria estab-.
lished by the Commission in Decizion 82-09-111 for determining
the onset of commercial operation of SONGS 2 were intended to
provide assurance that plant construction would be complete
before ratepavers were reguired to begin paying Edison and SDGSE
a continuous rate of return on plant investment. In the period
prior to commercial operation, the Commission provided that the

tilities would earn avoided cost for all electricity generated
by the plant ag it was turned on and off and achieved varicus
levels of operation during testing and finishing.

Edizon had proposed that the Commission adopt August 15, 1982
as the commercial operating date since on that date Edison expected
SONGS 2 to have completed all its 20% power tests and to have begun
the 50% test power stage. =Edicon later proposed adoption of
November &, 1982, when testing at the 50% level was expected to
be complete.

The Commiscion staff argued,however, that the plant should be
considered to be in a testing phase during the entire power ascen-
cion gchedule, and that cynchronization of the plant and initial
deliverices of power to the utility grid should not be considered
by the Commission to be the onset of commercial operation.

Staff initially proposed that the onset of commercial opera-
tion be recognized when power generation was resumed ofter comple-
tion of a turbine bearing inspection following the stcam system
warranty run (Exhibit 15, p.5-KPC). When Edison'z attorney asked
staff "would you still make the recommendation if the company déid
not shut the unit down and conduct a turbine and bearing 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 steam supply system warranty
requirementc were completed.

/-




At the oral argument, Edison stated that the completion of
the 200-hour warranty run at the 100% power level was too rigid
3 c¢riterion, and reguested that the Commicsion adopt operation
at the 80% power level for 100 hourc as the criterion.

ALJ Tomita's ruling on the Commercial Operating Date, later
ratified by the Commission 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 facility
ig in a finished state”".(Emphasis added)
(A.82-02-40, A.82-03-G63, Administrative Law Judge's
Ruling on Rescheduling Hearings, June 14, 1982,
nimeo, at 12)

The warranty contract between Edison and Combustion Engineer-
ing assures a "finished state" because Paragraph 19.2.2.1 of the
contract {Exhibit 16) reguires Combustion Enginecring to “"correct
either by adjustment, modification, repair or replacement, at its
option and expense, all defects in design, workmanchip and materials”
prior to plant acceptance by Edison. Acceptance under the contract
is to occur upon the successfiul completion of a monitored, continuous
200~-hour thermal output warranty run, to be conducted, according
to the contract, at a time "agreed upon by the Company ané Combug~
tion."” The run is to be performed "in accordance with the standards
set forth in ASME Power Test Code 32.1 or equivalent standards”
and "all major parameters necescary to determine the actual thermal
output shall be measured during the Acceptance Tests.”

My concern about the majority's decicion today is that it
will create a time gap between the onset of commercial operation,
as defined by the Commission, and Edison's later acceptance of
the finished unit under the contract warranty provision. We could
thuc conceivably have a situation in which the plant would have
to be taken out of operation while Combustion Eangineering performs
modifications which might be necessary prior to Edison's warranty
acceptance. In such a circumstance, the plant would be officially
in commercial operation, earning a continuous full return from
ratepayers, yet be chut down for finishing prior to acceptance
from the vendor under the warranty contract.

The majority today inzerted language suggesting that commercial
operating criteria for SONGS Unit 3 and other nuclear units might




be further relaxed in future proceedings (mimeo, page 65.)

In my opinion, the criteria we adopted for SONGS 2 in Decision
82-09~111 were sound, cven though they have been vigorously
opposed by Edison throughout these proceedings. Furthermore,

in D.82-09-111, this Commission provided Edison an opportunity
o return to the Commission to reguest an exception £o meeting
such criteria if Nuclear Regulatory Commission requirements

"or other technical rectraints” would make Edison "unable to
meet any of these c¢riteria.™ (D.82-09-11l, mimco, Page 3)
Edicon did not chooze to do thiz. I have yot to sce evidence

on the record that would warrant changing the criteria adopted
for SONGS 2. I reserve judgment with regard to appropriate
commercial operating ¢riteria for SONGS 3 and other nuclear units
until relevant facts pertaining to those plants are developed on

an evidentiary record.
ﬁum@ C. Moy

PRISCILLA C. GREW, CoMmissioner

September 7, 1983
San Francisco, California




