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84 01 038 Decision ____ __ JAN 51984 

EEFORE THE PUBLIC UTILITIE.S CO~XISSION OF THE STArE OF CALIFORNIA 

In the Matter of the Application of 
SOUTHERN CALIFORNIA EDISON COXPANY for 
authority to establish a Major 
Additions Adjust~ent Clause, to 
i:plement a Major Additions Adjustment 
3111in& Factor and. an Annual Major 
Additions Rate to recover the costs of 
c~ning, o~erating, and maintaining San 
Onofre Nuclear Generating Station Unit 
Xc. 2, and to adjust downward net 
Energy Cost Adjustment Clause rates to 
equal the increase in Major Additions 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

--------------------------------) ) 
Adjust:ent Clause Rates. 

:~ tr.e Matter of the Applic~tion of ) 
SCU'l'EERN C~L~FCRNIA EtISCN CO~PANY for ) 
authority to include San Onofre Nuclear) 
G~~er4ticg Station Unit No. 3 as a ) e S;-ecified t>:ajor Addition under the ) 
Major Additions Adjust:ect Clause and ) 
<:'0 revise rate levels established. ) 
thercur.cer <:'0 Recover the Costs of ) 
C~ning, Cperating, and Maintaining San ) 
Onofre Nuclear Generating Station Unit ) 
Nc. 3; to :ake certain changes to its ) 
Ease Rates and certain other rate ) 
levels to conform to the rate d.esign ) 
criteria set forth in Decision No. ) 
82-12-055 and/or the California Public ) 
Utilities Code; requesting a change in ) 
the Com~ercial Operating Date Criterion) 
~itb respect to Unit 3; and to ) 
establish procedures for this and ) 
related Applications. ) 

--------------------------------) 
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Application 82~02-40 
(Filed· February 18, 1982; 
a:ended December 1, 1982 
and October 4, 1ge3) 

Application 83-10-36 
(Filed October 21, 1983) 
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In the Matter of the Application of 
SAN D!~GC GAS & ELECTRIC CC~PANY 
for Authority to Increase its Electric 
~ajor Additions Adjust~ent. Billing 
Factor (MAABF) Rate and its Annual 

) 
) 
) 
) 
) 
) 

--------------------------------) ) 
Kajor Additions Rate (AMAH) 

In the Katter of the Application of ) 
SAK DIEGO GAS & ELECTRIC CO~~ANY for ) 
Authority to Include San Onofre Nuclear) 
Gc~eratins Station Unit 3 as a ) 
Specific Major Addition under its ) 
Major Additions Adjust~ent Clause ) 
(nXAAcn), to Increase its Electric ) 
~:ajor Addi tior.s Adjust::ent Billing ) 
Factor (nXAAEFn) Rate and its Annual ) 
Xajcr Adcitions Adjustment Billing ) 
Rate (nAMARn) upon Operation of San ) 
Onofre Nuclear Generating Station ) 
Unit 3, and to Mooify its Energy Cost ) 
Adjust~ent Clause ("ECAC") Rates and ) 
its Ann~al Energy Rate ("AER"). ) 

--------------------------------) ) 
And Related Matter. 

) 
) 
) 

------------------------------.--) 
ORDEl1 ON MOTIONS 

Application 83-10-12 
(Filed October 6, 1983) 

Application 83-11-19 
(Filed November 8~ 1983) 

Application 62-Q3~63 
(Filed M3r-ch';'1S', 1982) 

Cn Ncvember 29. '953 Southern California Edison Company 
(Edison) filed three motions involving these applications. Motion 1 
re~uests author-lty to accr-ue in the Maj~r- Additions Adjustment Clause 
(MAAe) balancing account the level of San Onofre N~clear Generating 
Statio~ Ueit 2 (SONGS 2) co~ts and expenses r-equested in amended 
A~plication CA.) 82-02-40, f11ed October 4, 1983, from January 1, 
1964 io the date rates ar-e made effective pursuant to a decisio~ in 
Phase 1B, su'oject to adjustment pursuant to the Phase 1B decision. 
Xotion 2 requests a procedur-al order consolidating for hearing and'. 
decision the Phase 2 r-easonableness review with r-espect to both Units 
2 and 3 and also to bifurcate the SONGS 3 MAAC filing (A.S3-10-36) 
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into two phases: Phase 1 would address rate~aking issues with 
re~pect to SONGS 37 and Ph3se 2 would address the rea~onableness of; 
Eciso~ts invest~ent in SONGS 3. Motion 3 requests a pr6cedural orde; 
consolidating for hearing and decision alternative ratemaking issues 
'With respect to both SCNes 2 and 3. The motion also requests the 
bifurcation of Phase 1B of the SONGS 2 MAAC filing (A •. 8'3-10-36) into" 
twe parts: Part 1 to address revenue requiremen~s for each filing 
2nd Part 2 to address alternative ratemaking issues. 

On Dece~ber 16, 1983 San Diego Gas & Electric Company 
(SDC&E) filed two motions similar in content to those fi·led by 
Edison. SJ;C&E's second cotion combines Edison's Motion 2 and. 3 ir..to' 
one. The !'irst motion requests a decision autho,rizing MAAe balancing 
account accu~ul£tion of SO~CS 2 cost and expense inc~eases from 
January 1, 19847 until a ratemaking decision is reached in 
A.83-10-12. Tne second motion requests procedural orders 
consolidating for hearing and deCision the alternate rate~aking 
issues with respect to SONGS 2 and 3, and consolidating for hearing 
ane eecision the reasonableness review with respect to SCN5}S 2 and 3. 
~Eplicants' Position 

", 

Both Eeisor. and SOC&E request authorization to accrue in 
the MAAC balancing acount the total level of SCNGS 2 costs and 
expenses reques~ed in their respective applications for 1984 as if 
rate relief was made effective 00 January 1, 1984 to be subsequently 
adjusted, if nece~sary, to reflect the revenue requirement and rate 
levels adopted in the Phase 1B decision. Edison a~gues it now 
appears that a Phase 1B decision will not be rendered until ciid­
February, 1984 at the earliest, and SOC&E cites from P.83~"-09' that 
a rate:::aking. decision cannot b~ expected until April, 1984,. at the 
earliest. Therefore, applicants argue that io order to keep the 
companies whole and to avoid penalizing the shareholders, balancing 
account treatment should be authorized during this period. 
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For Edison this will require the accrual of approximately 
$174837000 per month of noninvestment-related expenses from January 
1, 1984 as well as the modification of the KAAe tariff to permit th~ 
accrual of SONGS 2 incremental noninvestment-related expenses in the:. 
IMAC balancing accou::t. Accruals of investment-related costs to the:. 
}!AAC balancing account would be based on as:'. 68J.1. billion plant cost 
(co:ipared to the present $1.569 billion plant cost) and would be 
subject to adjustment. 

For SDC&E this would require the accrual of approximately 
$570,OeO a ::onth of noninvestment-related expenses to· the MAAC 

balancing account and the accruals for SONeS 2 investment-related 
cos:s to the MAAC balancing account would be based on a $455.5 
million plant cost (compared to the present $4" million plant cost). 

Motion 2 of Edison requesting a procedural order 
cc~sclidating for hearing and decision the Phase 2 reasonableness 
review with respect to both SONGS 2 andS is justified by both 

~ applicants since: 
,. With the filing of the SONGS 2 MAAC 

Supplemental Filing and the SONGS 3 
filing 7 the total investment in 
SONGS 2 and 3 is now before the 
Co~i~sion for ratemaking action 
and reasonableness review. 

2. It is administratively efficient to 
cocsolidate the review of the 
reasonableness of the investment in 
SONGS 2 and 3 becasue: 
3. SONGS 2 and 3 were 

constructed as a single 
~roject, at the same ti~e 
an~ all costs for SONGS 2 
and 3 are in one work 
order. 
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b. Both un1ts we~e constructed 
using the same management, 
design, and construction 
methods and philosophy. 

c. Both un1ts were, and are, 
subject to the same 
adm1nistrative regulations 
and criteria. 

d. Both units were built by 
the sa~e general 
contractor, many of the 
same subcontractors, and 
major components for both 
units were supplied by the 
sa:::e vendor. 

e. The same management 
perscnnel at Edison were, 
and are, responsible for 
the management, design, 
construction of both 
units. 

f. The support for the 
reasonableness of Edison's 
invest:::ent in both SC~GS 2 
and 3 is the same exhibit 
and will be sponsored by 
the same witnesses. 

3. The Co:::mission's independent consultant 
is currently reviewing the prudence cf 
Edison's investment in both SONGS 2 and 3 
as part of a single review effort. 

4. Bas1c notions of equity and fair play 
suggest teat Edison not be cOIr.p'elled to 
ciefend its record on the same material 
twice, as would be the case if separate 
reasonableness reviews are required for 
SONGS ~. ar.d 3. 
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Edison's Motion 3 requests a proced~ral order consolidating 
for hea:-ing a.."ld decision,alternative ratemaking issues with respect 
to both SONGS 2 a.."'ld 3 and to bifurcate Phase,' B ot SONGS 2 and : 

A.83-10-::>6 for SONGS 3 into a revenue requirement and related issues, 
segment a.nd :l separate p~r:t' 2 to consider alternative ratema.king 
issues. Applicants argue that since applications for both SONGS· 2 
a~d :; have been filed and are now before the CommiSSion it, is 

I 

administratively efficient to consolidate the alternative ratemaking 
issue for hearing and deciSion for both units .. It would,also per::li't 
both. applicants o.ndstaff sufficient time to prepare for:hearing :and - , 

to b::-ief the complex issues involved in alternative ratemaking. 
Applicants argue that bifurcating the SONGS 2 supplement~l f'ili~g and 
the SONGS 3 tiling into a. revenue requirement and. 301 ternati ve I, 

• I . I. 

ratemaking ~ubparts will enable timely hearings to be held on the 
, : , 

revenue requirement issues o.nd to permit alternative ratemo.king,i 
, j ~ '. 

issues to be fully considered for both units.. Ap'Olicants also state 
. .. j I I' ':' e that since SONGS:; is rapidly pr~gressing toward meeting I' th~i. :i!i~ I 

Co:nmission 's COD criterion, di vi~ing the proceedings: for th:ei tw:o:;: 
ur..i ts into a revenue rcquire:nent' subpart and an: a.l ternati ve :' II!: 
ratemaking subpart woulc enable, the Co:nmissionto issue ~. t:imel~:1 

.' , . • • \ :, ' ,i 
interim orc.er on revenue requirement i~sues tor ~ONGS ~. i, ,::,' ::':ii,: i 

SDG&E in its second motion also requests: the same, ip·rocedural 
I ",. 

orders togther with the request to consolidate all SDG&Eland:Ed~son 
applications tor hearing and deciSion on the alternative I rat~mald,ng, 
treatment issues for SONGS 2 a."'ld :; and simila.rly with regarc.to· i the 
reasonableness of costs review. 
City of San Diego's POSition 

I , : 
I 

,: I 

I \ ,1 , 

The City of' San Diego opposes SDG&E's motion for accru8.l of 
'\ ", ·r I SONGS 2 noninstrument-relatec. expenses in the MAAC balancing:account. 
i I'. '1'1.' 
! ! i I" 

. I 

I I 
I . '1;< :,i 

i' ,I"j 'il'; . 
'I' f':\, 

" .. ',. . 1'''' 
. ""1 Il" 
')1 
ill'" 

, I I 
,:;:. .,:';>::: 

':'1' , , :i" ;;, :.', ,; ,I· I' 

, ,[ ii" 
.1 i If t" ~ I r~ f 
I )' , ) I'~' ;:~I f 

l ~ ) , 

, I. :! ,. ; ~ ,~ 

'. . ,~ ,. , 

,. 
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Staff Position 
The statf opposes balancing account treatment of SONGS 2 

1984 costs and expenses requested in the respective filings of Ediso~ 
ane SDG&E on the following grounds: 

1. It is inconsistent with nor~al ratemakicg 
procedures and poor public policy to 
grant interim relief even in the form of 
balancing account accruals before 
hearings are held and justification for 
interim relief is provided. 

2. Edison and SDC&E were aware of the higher 
capital costs in 1983, but refused to 
a:end their respective applications even 
when the staff atte~pted to compel them 
to file amended applications. 

3. Costs have not gone up abruptly since the 
Phase 1 deCision, therefcre, there is no 
great hardship even if relief is not 
granted as of JGouary 1, 1ge4. 

4. Applicants have no present right to the 
reQuested increases as of January 1, 1984 
or any other date. Any right to 
additional revenues ~ill arise only after 
evidentiary hearings and a decision of 
the Co~ission granting an increase. 

The staff concurs with the motion to consolidate the 
Ph~se 2 reasonableness review of SONGS 2 and 3 and also with 
a~plicants' reQuest to consolidate consid~ration of ratemaking 
alternatives for both units. The staff dces however object to, 
3?plicants' proposal to bifurcate the proc·eedings into su'bparts for 
revenue reQuirer:ents and alternative ratemaking. Staff, opposes 
bifurcation since it believes it is better to consider both the 
reve~ue requirements and the alternative ratemaking treat~ent issues 
at the same time, Since these issues are integrally related'. Staff 
argues that bifurcaeion is bad policy and may result in a dragging 
out of the alte't"native ratemaking subpart, once revenue iner~ases are 
granted. 
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Discussion 
Since staff and applicants are in agreement for 

consolidating the reasonableness review for SONGS 2 and 3 and since 
the proposal is ad~inistratively efficient p we will grant the motion. 

With respect to the motion to consoli~ate the alternative 
r&-:.err.aking t:-eatment issue for SONGS 2 an~ 3, the staff concurs. 
However, the staff strongly opposes the portion of the motion which 
:-E~uests that the revenue requirement issues be bifurcated from the 
a1 te:-nati ve :-a temaking treatment issues. We concur with tl'le, staff 
and -..:i11 deny the motion to bifurca tta the two' issues. One reason for­
limiting the increase in revenues in 0.83-09-007 was to enable us to 
consicer a1te:-native rate~aking treatments in these Phase 1B 

proceedings. In 0.83-11-091 we granted further rate relief Since it 
did not appear that a Phase 1E decision would. be issued. as ear-ly as 
o:-iginally anticipated. We believe that a Phase 1B decision can be 
issued in the first half of 1984, provided all partieS cooperate to e ke~p the Phase 1 B hearings moving on a schedule which would permit 
s~ch a decision to be issue~. 

Finally, the staff opposes the motion to per-mit balancing 
account treatment of costs and expenses requested in Edison's amended 
application for- SCNGS 2 for 1984 and SDG&EPs companion application 
1..03-10-12. We do not agree in total with staff position. We 
believe it is reasonable to allow appl'icants to ace-rue the investment­
relate~ costs in the balancing account as of January 1, 19S4 s1n~e 
:~ose costs have been incurred for a facility which is currently 
operating and which were not considered in D. 83'-09-007 . Such 
accrual~ would be subject to reasonableness review as were the 
previously authorized plant related cost accruals. On the other 
hand, we do not believe it is reasonable to allow balancing account 
treatltent of noninvestment-related expenses, since we did n'ot 
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authorize balancing account treatment of such expenses in 
D.83-09-007. Furthermore, it has only been four months since 

<. 

D.83-09-007 ~as issued and noninvestment-related expenses ,should not 
have increased sufficiently to create a hardship to applicants wh,ile· 
the new esticates are being tested through the hearing' pro~ss. 
Findings of Fact 

.1. Edison filed 3 motions requesting: 
(a) Authority to accrue in the MAAe 

balancing account the level of 
costs and expenses requested in 
Amended A.8Z-C2-40 for 1984 from 
January 1, 1984 to the date rates 
are made effective pursuant to a 
Phase 1E deCision, subject t~ 
adjustment. 

(b) A procedural order consolidating 
for hearing and decision the Phase 
2 reosonab1eness review with 
respect to SONGS 2 and 3 and to 
bifurcate A.83-10-36 for SONeS 3 
into a ratemaking and 
reasonableness review phzses 
si:ilar to SONGS 2. 

(c) A procedural order consolidating 
for hearing and decision the 
alternative ratemaking issues for 
SO~GS 2 and 3 and to bifurcate 
Phase 1B for SONGS 2 and Phase , 
for SCNGS 3 into two parts. Part 1 
is to address revenue requirements 
for each filing ana Part 2 to 
address alternative ratemaking 
issues. 

2. SDG&E filed two motions requesti~g the same treatment 
requested by Edison in its three motions. 
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3. It is reasonable to allow applicants to accrue investment­
related costs requested in amended A.82-02-40 and A. 8,3:-1.0- 12 of 
Ediso~ and SDG&E respectively, since they represent costs for a plant 
already constructed and in operation. This is consistent with 
D.83-09-007 which authorized similar treatment for investment-related 
costs for the initial estimate of SONGS 2 investment-related, costs. 
Tbese costs would 'oe subject to adjustment t if necess,ary t pursuan.t to 
an ul ticate decision in Phase 2 on the reasona'oleness o,f the 
invstcent in SONGS 2 ana to any ratemaking treatment adopted in 
Phase 1B. 

4. It is not reasona'ole to allow accrual of noninvestment­
related expenses in the MAAe balancing account since such treatment 
was not authorized previously in D.83-09-007 for noninvestment­
related expenses. Furthermore rates for noninvestment-related 
exp~nses were authorized only four months ago and therefore, it is 
reasonable to expect that costs have not accelerated sufficiently to e c!"eGte ar.lY great hardship until hearings have been completed and the 
new estimates have been justified. 

5. It is reascnable to consolidate for hearing and c.ecision 
the Phase 2 reasonableness review with respect to SONGS 2 and 3 acd 
to bifurcate A.85-10-36 of Edison and A.83-11.'9 of SDG&E for SONGS 3' 
into a ratemaking phase and reasonableness review phase. 

6. It is reasonable to consolidate for hearing the alternative 
~atemaking issues for SONGS 2 and 3· 

7. rt is unreasonable to bifurcate the revenue requirement 
issues from the alternative ratemaking issues for SONGS 2 and 3. 
Conclusions of Law 

1. Edison and SDG&E should be authorized to accrue investment-
related costs for SONGS 2 in the MAAC balancing account as., requested 
in A.82-02-40, amended OctOber 4, 1983 and A:83-10-12. 
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2. The mo~ion to consolidate the Phase 2 reasonableness review 
for SONGS 2 and 3 and to bifurcate A.83-10-36 andA.83-11-19 for' 
SCNGS 3 in a ratemaking phase and a reasonableness review phase 
should be granted. 

3. The motion to consolidate the alternative ratemaking issues 
for SONGS 2 and 3 should be granted. 

4. The motion to bifurcate the revenue requireItent issues and. 
the alternative ratemaking issues should be denied. 

5. The motion to include noninvestment related expenses in the 
MAAC balancing account should be denied. 

I7 IS ORDERED that: 
1. Southern California Edison Company and San Diego Gas & 

Electric Co~pany are authorized to aCCrue in the MAAC balancing 
account ~he inves~ment-related costs for SONGS 2 for the requested 
rate bases of $1.684 billion and $455~5 million respectively. Such 
accruals to the MAAC balanCing account are subject to' adjustment 
pursuant to the Phase 2 reasonableness review and to any ratemaking 
treatment adopte~ in Phase 1B. 

'. 
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2. The Phase 2 reasonableness review £or San Onofre Nuclear 
Generating Stations Units 2 and 3 are consolidated for hear-ing and 
decision; A.83-10-36 and A.83-11-19 for SONGS 3 are bifurcate4 into a 
ratecaking and reasonableness review phase. 

3. The hearings on alternative ratemaking issues with respect 
to San Onofre Nuclear Generating Station Units 2 an4 3 are : 
consolidatec. 

4. The motion to bifurcate the revenue requirement is~ues and 
the alternative ratemaking issues is denied. 

5. Tte motion to accrue noninvestment related expenses in the 
~AAC balancing account is denied. 

This or~er is effective today. 
Da ted JAN 5 1984 ,a t San Francisco, California. 
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L::::ONARD ~. ~IMES. m. 
Presidont 

VICTOR CA;LVO 
PRXSCIL:UA. C.· GREW 
DONALD V";..o.:L 
WILLIA."f T:.13AC:;:':::Y· , 

Co:cmiso!o:lers 
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Edison's Motion 3 requests a procedural order cons61idating 
for hearing and decision alternative ratemaking issues with resp~ct 
to bot~ SONGS 2 and 3 and to bifurcate Phase 1B of SONGS 2 and 
A.83-10-36 for' SONGS 3 into a revenue requirement and. related. issues 
~eg:tent and a separate part 2 to consider- alter-native r'atetr.aking 
issues. Applicants argue that since applications for both SONGS .2 

acd 3 have been filed and ar-e now before the Commission it is 
ad=icistratively efficient to consol~date the alternative ratemaking 
!ss~e for hearing and decision for both unit~. ·It would also permit 
botb applicants and staff sufficient time to prepare for- hear-ing and 
to brief the cc:plex issues involved in alternative ratcmaking. 
Applicants argue that bifurcating the SONGS 2 supplementa..y'filing and 
the SONGS 3 filing into a revenue requirettent and al~ rnative 
ratecaking sU.bparts will enable ticely hearings be held o'n the 
revenue requirement i~sues and to percit alte 
issues to be fully considered for both uni Applicants also state e that s!:1ce SONGS 3 is rapidly prosroess1 toward· meeting the 
Ce==ission·s COD criterion, dividing e proceedings for the two 
units i:1to a reven~e req~irement s part and an alternative 
ratemaking su~pa~t would enable e Commission to issue a timely 

interic or~cr en revenue requi e~ent issues for SONGS 3· 
SDC&E in its seco~ motion also requests the same procedural 

o!"ders tegther with the re uest to cons·elida te all SDC&E and Eeison 
applications for hearing and decision on the alternative ratemaking 
treatment issues for S . GS 2 and 3 and similarly with regard. to the 
~ez.sona'oleness 
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