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BEZFCRE THE PUBLIC UTILITIES CCOMMISSICN OF THE STATE OF CALIFORNIA

In the Matter of the Application of
SCUTHERN CALIFCRNIA EDISCN CCMPANY for
au.hor;.y to establish a Major
Additions Adjustment Clause, to
implexment a Major Acdditions Adjustment
3illing Factor and an Amnual Major
Additions Rate to recover the costs of
ewning, operating, and maintaining San

ofre Nuclear Generating Station Unit
Ne. 2, and o adjust dewnwarc nel
Snergy Cost Adjustment Clause rates to
equal the increase in Major Adcditions
Adjustment Clause Rates.

Application 82-02-40
(Filed February 18, 1982;
amended December 1 1982
and Octcher 4, 1983)

-

In the Matter of the Application of
SuUIB-nN CALIFCRNIA ECISCN COMPANY for
authority to include San Cnofre Nuclear
Generating Station Unit No. 3 as 2

. Specified Major Acdition under the
Major Additions Adjustment Clause and

=0 revise rate levels established
taereurcder to Recover the Costs of
G"“ing, Cp;ravlng, and Maintaining San
Cnofre Nuelear Generating Station Unit
Ne. 3; 0 zmake certain changes to its
Zase Ra.es and ¢ertain other rate
levels to conform to the rate design
eriteria set feorth in Tecision No.
§2-12-055 and/or the California Public )
Utilities Code; requesting a change in )

Application £3-10-36
(Filed Cctober 21, 1¢83)
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the Commercial Cperating Date Criteriong

with respect te Unit 35 and to

establish procedures for this and )
elated Applications. 3
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In the Matter of the Application of
SAN DIEGC GAS & ELECTRIC COMPANY

for Authority to Increase its Eleetrice
Major Addéitions Adjustment. Billing
Factor (MAABF) Rate and its Annual
Major Additions Rate (ANMAR)

Application 83-10-12
(Filed October 6, 1682)

In the Matter of the Application of

SAN DIEGC GAS & ELECTRIC COMPANY for
Auvthority to Include San Oaofre Nuclear
Geznerating Station Unit 3 as a

Specific Major Addition under its

Major Additions Adjustment Clause

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

Major Additions Adjustment Billing
Faetor ("MAABF"™) Rate and its Annual
Majer Adcitions Adjustment Billing
Rate ("AMAR™) upon Operation of San
Cnefre Nuclear Generating Station
Unit 3, and to Modify its Energy Cost
Aciustment Clause ("ECAC") Rates and
its Annual Energy Rate ("AER").

Application 62-03-63

(Filed March 18, 1982)

)
)
)
)
)
)
)
)
)
)
)
)
)
("MAAC™), to Increase its Electric g
)
)
)
)
)
)
)
)
)
And Related Matter. ;
)

ORDER ON MOTICNS

On YNcvember 29, 1983 Southern California Edison Company
(E¢ison) filed three motions inmvolving these‘applicaticns. Motion 1
requests authority to accrue in the Major AdditionS-Adjustment Clause
(MAAC) valanecing account the level of San Onofre thlear Generating
Tation Unit 2 (SONGES 2) costs and expenses requeSted in amended
A;pligézioa (A.) 82-02-40, riled Cctober 4, 1983, fronm January 1,
1984 %5 the date rates are macde effective pursuant to a décisiqh in
Phase 1B, subject to adjustment pursuant to the Phase 1B decision.
Motion 2 requests a procedural order consolidating for hearing and
c¢ecision the Phase 2 reasonableness review with respect to both Uhit;
2 and 3 and also to bifurcate the SONGS 3 MAAC filing (A.83-10-36)
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into two phases: Phase 1 would address ratemaking issues with
respect to SONGS 3, and Phase 2 would address the reasonableness er
Ecison's investrment in SONGS '. Motion 3 requests 2 procedural orde*
consolidating for hearing and decision alternative ratemaking issues
with respect to doth SCNCS 2 and 3. The motion also requests the -
bifurcation of Phase 1B of the SONGS 2 MAAC filing (A.83-10-36) into
twe parts: Part 1 Lo address revenue requirements for each filing
and Part 2 to address alternative ratemaking issues. '

On Tecemder 16, 1982 San Diego Gas & Electric Company
(SDGRE) filed two motions similar in content to those filed by
Ecison. SLC&E's second motion combines Edison's Motion 2 and 3 innoF
one. 7The first motion requests a decision authorizing MAAC‘balaneing
account accumulztion of SCONGS 2 cost and expense idcreases from
Jazuary 1, 1084, until a ratemeking decision is reached in
A.83-10-12. The second motion requests procedural orders
consolidating for hearing and decislion the alternate ratexaking
issues with respect to SONGS 2 and 3, and conselidating for hearing

anc decision the reasonableness review with respect to SCNGS 2 and 3.

-

Aprlicants’ Posi ion
oth Edison and SDG&E request authorization te acerue in

the MAAC balane;ng acount the total level of SCNGS 2 ¢osts and
expenses requested in their respective applications for 1584 as if
rate relief was made effective on January 1, 1984 to be subsequently
acjusted, if necessary, to reflect the revenue requirement and rate
levels adopted in the Phase 1B decision. Edison argues it now
appears that a Phase 1B decision will not be rendered until mid-
February, 1984 at the earliest, and SDG&E cites from D. 83-11 091 that
a ratezaking decision camnnot be expected until April, 198& at the

earliest. Therefore, applicants argue that in order to keep the"
ccmpanies whole and to avoid penalizing the shareholders, balaneing
account treatment should be authorized during this period.
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For Edisen this will require the accrual of approximately
$1,483,000 per month of noninvestment-related expenses from January :
1, 1954 as well as the modification of the MAAC tariff to permit the
acerual of SONGS 2 incremental noninvestment-related expenses in the.
MAAC balancing account. Accruals of investment-related costs to thel
MAAC balanmeing account would be based on a $1.684 billion plant cost .
(compared to the present $1.569 billion plant cost) and would te
subjeect to adjustment. - -

For SDG&E this would require the accrual of approximately
$570,000 a month of noninvestment-related expenses to the MAAC
talancing account and the accruals for SONCS 2 investment-related
costs toO the MAAC dbalancing account would be based on a $455.5
million plant cost (compared to the present $411 million'plant cost);

Motion 2 of Edison requesting a procedural order, "
¢censclidating for hearing and decision the Phase 2 reasonableness
review with respect to dboth SONGS 2 and 3 is Justified by both

@ :rriicants since: |

1. With the filing of the SCNGS 2 MAAC
Supplemental Filing and the SCNGS 3
filing, the total investment in
SONGS 2 and 3 is now before the
Corxmission for ratemaking action
and reasonableness review.

It is administratively efficient to
cornsolidate the review of the
reasonableness of the investment in
SCNGS 2 and 3 becasue:

a. SONGS 2 and 3 were
constructed as a single
project, at the same time
and all costs for SCONGS 2
and 3 are in one work
order. '
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b. Both units were constructed
using the same management,
design, and comstruction
methods and philosophy.

¢. Both units were, and are,
subjecet to the same
administrative regulations
and eriteria.

¢. Eoth units were built by
the saze general
gontractor, many of the
same subc¢ontractors, and
major compenents for dboth
units were supplied by the

same vendor.

The same management
persennel a2t Edison were,
and are, respoasible for
the management, c¢esign,
construction of both

| units.
£. The support for the
’ reasonableness of Edison's

investzent in both SCNGS 2
and 3 is the same exhibit
and will be spensored by
the same witnesses.

3. The Commission's independent consultant
is currently reviewing the prudence of
Edison's investment in both SCNGS 2 and
as part of a single review effort.

4., Basic notions of equity and fair play
suggest that Edison not be compelled to

defend its record on the same material
twice, as would be the case if separate

reasonableness reviews are required for
SCNGS 2 ard 3.

)
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Zdison’s Motion 3 requests 2 procedural order con°olidating
for hearing and decision alternative ratemeking issues with res pect
0 ooth SONGS 2 and 3 and to blfurcate Phage 1B of SONGS 2 and.
A.85-10-56 for SONGS 3 into a revenue requirement and related 1ssue°(
segment and 2 separate part 2 to consider alternative ratemakzng
issues. Applicants argue that since applxcatxons for both SONGS 2

and 3 have been £iled and are now vefore the Comm1=°1on 1t is J
administratively efficient to consolidate the alternatxve ratemakzng-
issue for hearing and decision for both units. t would . also pe*mzt
both applicants and staff sufficient time to prepare for: hearing and’
0 brief the complex issues involved in alternative ratemak*ng-
Applicante argue that bifurcating the SONGS 2 uupplemenua’ flling and
vhe SONGS 3 filing into a revenue requirement and ulternatzve ;h
*ate"axzng sudbparts will enable timely hearings to ve held on the
revenue requirement issues and to permit alternative *atemakxng
issues to be fully considered for voth units. Apnlxcanus a‘so state
tnat since SONGS 3 is rapidly progre°51ng toward meetzng'the | ;
Commission's COD criterion, dlvidxng the proceedmngs‘*or the.twé

nits into a reveaue roquirement subpart and an al ernat;ve i l
ratenexing subpart would enable. vhe Commmssmon to issue a tlme1§
interim order on revenue requ;rement lssue Tor SONGS e

SDG&E in its second motion al 0 *equeuts the s%me«procedural
orders togtaer with the request to consolidate all SDG&EIand Edison
epplications for hearing and decision on the alternative | ratemaking

treatment issues for SONGS 2 and 3 znd smmzlarly with regard 2ol the
reasonableness of costs review. | { |
|
i
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City of San Diego's Position

The City of San Diego opposes SDGEE's motion for accru%i of
SONGS 2 noninstrument-related expenses in the MAAC ba*ancing account.‘
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Staff Position

The staff opposes balancihg,account treatment of SONGS 2

1684 costs and expenses requested in the respective filings of Edisdn_
ané SDG&E oa the following grounds:

1. It is inconsistent with normal ratemaking
procecures and poor public policy to
grant interim relief even in the form of
balaneing account acceruals before
hearings are held and Justification for
interinm relief is provided.

Edison and SDG&E were aware of the higher
capital costs in 1683, but refused to
mend their respective applications even
when the staff attempted to compel then
tc file amended applications.

Costs have not gone up abruptly since the
Phase 1 deeision, therefcre, there is no
great hardship even if relief is not
granted as of January 1, 1984,

Applicarnts have n¢ present right to the
requested increases as of January 1, 1084
or any other cdate. Any right %o

additional revenues will arise only arfter
evidentiary hearings and a decision of
the Cormzmission granting an increase.

The stafl ceoncurs with the motion to consolidate the

Phase 2 reasonableness review of SONGS 2 and 2 and alse with |
applicants' request to consolidate consideration of ratemaking_
alternatives for both units. The staff dces however odbject to.
applicants' proposal to bifurcate the proceedings into subparts for
revenue requirements and alternative ratemaking. Staff;dppcses

ifurcation since it believes it is better to consider both the
revenue requirements and the alternative ratemaking treatment issues
at the same time, since these issues are integrally related. Stafre
argues that bifurcation is bad policy and may result in a dragging

out ¢f the alternative ratemaking subpart, once revenue inereases are
granted.




A.82-02=4C et al. ALJ/rr/md

Discussion

Since staff and applicants are in agreement for
consolidating the reasonableness review for SONGS 2 and 3 and since
the propesal is administratively efficient, we will grant the motiOn{

With respect to the motion to consolidate the alternative
ratenaking treatment issue for SONGS 2 and 3, the staff concurs.
Eowever, the staff strongly opposes the portion ¢of the motion which
requests that the revenuve requirement issues bte bifurcated from the
alternative ratemaking treatment issues. We concur with the stalfl
and will deny the motion to vifurcate the twd issues. One reason for
l'mit.ab the increase in revenues in D.83-06- OOT was to enable us to

onsicer alternative ratemaking treatments in these Phase 1B
proceedings. In D.83-11-091 we granted further rate relief since it
di¢ not appear that a Phase 1B decision would bde issued aslearlyzas
originally anticipated. We believe that a Phase 1B decision can be
issued in the first half of 1984, provided 2ll parties cooperate to
keap the Phase 1B hearings moving on a Schedule whiech would permit’
such a decision To be issued.

Finally, the staff opposes the motion to permit balancmng
account treatment of costs and expenses requested in Edison's amended
application for SCNGS 2 for 1984 and SDG&E's companion application
A.53-10-12. We do not agree in total with staff positioen. Wé\
believe it is reasonable to allow applicants to accerue the investmen*
related costs in the balancing account as of January 1, 198& since.
those ¢osts have been incurred for a facllity which is currently |
¢perating and which were not considered in D.83-O9-OO7. Sueh
aceruals weuld be subject to reasconableness review as were the
previously authorized plant related cost ac¢cruals. On the other
hand, we do not believe it is reasonable to allow’balaﬁcing account
treatrent of noninvestzmenterelated expenses, sinﬁe we did not
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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 was issued and noninvestmept-related expenses should not.
have increased sufficiently to ¢reate a hardship to applicants wp;lel

she new estimates are being tested through‘tne.hearing*process.
Findings of Fact :

1. Edison filed 2 motions requesting:

(a) Authority to accrue in the MAAC
balancing ac¢ecunt the level of
¢osts 2nd expenses requested in
Apended A.8Z=-C2-4C for 1984 from
January 1, 1984 to the date rates
are made effective pursuant o a
Phase 1B decision, subjeet o
adjustoent.

A procecural order consolidating
for hearing and decision the Phase
2 reasonableness review with
respect o SCONGS 2 and 3 and 0
bifurcate A.82-10=36 for SCNCE 3

into a ratemaking and
reasonableness review phases
sizilar to SCONGS 2.

A procedural order consolidating
for hearing and decision the
alternative ratemaking issues for
SCNGE 2 and 2 and to bifurcate
Phase 1B for SONGS 2 and Phase 1
for SCNGE 3 into two parts. Part !
is to address revenue requirements
for eaeh filing and Part 2 to

address alternative ratemaking
issues.

2. SDG&E filed two motions requesting the same treatment
requested by Edison in its three motions.




A.E2=02-4C et 2al. ALJ/rr/nmd

3. It is reasonable to allow applicants $to accrue investment-
related costs requested in amended A.82-02-40 and A.83-1C-12 of
Ediscn and SDG&E respectively, since they represent ¢osts for a plant
already constructed and in operation. This is consistént with
D.83-09-007 whieh authorized similar treatment for investment-related
costs for the initial estimate of SONGS 2 investment-related costs.
These costs would be subject to adjustment, if necessary, pursuant to
an ultimate decision in Phase 2 on the reasonableness of the
iavstment in SCNGS 2 ane to any ratemaking treatment adopted in
Prase 1B. o _'

L. It is not reasonabdble to allow accrual. of noninvestment=-
related expenses in the MAAC bdalaneing account since such treatment
was not authorized previously in D.83-09-007 for noninvestment-
related expenses. Furthermore ra;es for noninvestment-related
expenses were authorized only four months ago and therefcré, it is
reascznadble tO expect that costs have not accelerated sufficlently to
create any great hardship until hearings have been completed and the
new estimates have been Justified.

5. It is reascnable to comsolidate for hearing and ¢ecision
+he Prase 2 reasonableness review with respect t¢o SONGE 2 and 3 and

© bifurcate A.83=10~36 of Edison and A.83=11.19 of SDG&E for SCNGS 3
i{nto a ratemaking phase and reasonableness review phase. |

6. It is reasonable to comsolidate fer hearing the alternative
ratemaking issues for SONGS 2 and 3. o

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

1. Edison and SDGXE should be authorized to acerue investment-
related costs for SCONGS 2 in the MAAC balancing account as requested’
in A.82-02=40, amended Qectober 4, 1983 and A.83-10-12.
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2. 7The motion to consolidate the Phase 2 reasonabiedess review
for SONGS 2 and 3 and to bifurcate A.83-10-36 and A.83=11-19 for |
SCNGS 3 in a ratemaking phase and a reasonableness review phaSe
should be granted. )

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

4. The motion to bifurcate the revenue requirement issues and
the alternative ratemaking issues should bde denied. |

5. The rmotion to include noninvestiment related expenses in the
MAAC balancing account should be denied.

I7 IS ORDEREL that:

1. Seouthern Calirfornia Edison Company and San Diego Gas &
Zlectric¢ Coxmpany are authorized to accrue in the MAAC balancing
account the investment-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 acgount are subject tb-adjustment
pursuant to the Phase 2 reasorableness review and to any raﬁemaking‘
treatment adopted in Phase 1B. ‘ -
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2. The Phase 2 reasonableness review for San Onofre Nuclear
Generating Stations Units 2 and 3 are comsolidated for hearingwandf
c¢ecision; A.83-10-36 and A.83-11=1¢ for SCNGS 3 are bifurcated into a
ratemaking and reasonableness review phaSe. | _' -

3. The hearings on alternative hatemaking issues with‘respeCt
20 San Onofre Nuclear Generating Station Units 2 and 3 are’
consolidated.

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

5. The moticn to ac¢crue noninvestment related expenses in the
MAAC balazcing account is denied. | |

This order is effective today.

Dated JAN 51984 , at San Francisco, California.

N ¢dont
VICICR CALVO , ‘
PRISCILIA C. GREW
DONALD ViaY. ‘

WILLIAM T. BAGITY .
Commissiozers
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Edison's Motion 3 requests a procedural order cohsblidating'
for hearing and decision alternative ratemaking issues with respect'
t0 both SONGS 2 and 3 and %o bifurcate Phase 1B of SONGS 2 and
A.83=-10-36 for SONGS 3 inte a revenue requirement and related Iissues
segrent and a separate part 2 to ¢consider alternative ratémaking
issues. Applicants argue that since applications for both SONGS 2

have been filed and are now befeore the Commission it is

istratively efficient to consolidate the alternative ratémaking

or hearing and decision for both units. It would also permit

bosth applicants and staff sufficient time to prepare for hearing and
to brief the cemplex issues involved in alternative ratemaking.
Applicants argue that bifurcating the SCNGS 2 supplementak’?iling'and
the SONGS 3 filing into & revenue requirement and aliernative
ratezaking sudparts will eradble timely hearings %0 be held on the
revenue requirement issues and to permit alte ative‘rateﬁaking
issues %0 bYe fully considered for both uniyd. Applicants also state
that singe SCNGS 3 is rapidly progressi teward meeting the
Cezmission's COD eriterion, dividing e proceedinss for the two
zits into a revenue requirement s pért and an alternative
ratemaking subpart would enablé e Commission to issue a timely
interim ercer cn revenue requirement issues for SONGS 3. '

SDGLE in its second motion also requests the same procedural
orders togther with the regtest to consolidate all SDG&E and Edison
applications for hearing/and decision on the alternative ratemaking
treatment issues for SGAGS 2 and 3 and similarly with regard«ﬁc‘the 
rezsonableness of cosys review. : |




