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Dec1s10n No •. 88708 APR 1'S197S 

BEFORE T:e:E: PUBLIC UTILITIES COMMISSION OF '!'HE STATE.' OF CALIFORNIA 

In the matter of the App11cat10n 
of Southern Cal1fornia Edison 
Company for an Order authorizing 
it to sell an und1vided ~co-tenancy 
interest in its $a.." Onof'X'e Nuclear 
Generating Station Units 2 ~."d 3 

. and . Common Fac1l1t1es 

o PIN. ION 

Application No. 57701 
(Fi::'ed November 25~ 1971) ,: 

. Southern Cal1fornia Edison Company (SCE)~ a California. 

corporat1on~ and the cities of Anaheim and R1verside (Cities}~ 
__ ca11fornia :IlUIUc1pa.l corporations,. seek an order of the 

Ca11fonu.a Public Ut11.1t1es Cor::mi.ss1on (Commission) granting e SCE authority to sell and eonvey to the Cities an \Uldi vided 

co-tenancy interest 1n the San Onofre Nuclear Generating Stat10ns 

Units 2 and 3 and Common Facilities (San Onofre). This f~C111ty 
1s located on the northwest' corner of the Marine Corps Base,. 
camp Pendleton~ ca1~ornia. 

SCE's pr1mary1nterest for entering into· this 
tra.nsact1o.~ is too fulfill its contractual ob~igat1c:>ns'u:nderthe 
Settlement Agreement signed on August 4 ~ 1972,. and a.ttached. to 
the a.pplicat1on as ExIUbit A. This Settlement Agreement . resulted 
from an.t1trust. action brought to the courts by the Ci.t1es. and .the i 

. I 

U. S. Justice Department. The C1t1es des1re eventually to own .: 
all their generation capacity and to have access t~the 
transmiSSion fac1lit1es necessary to provide for their. fu.ture 
needs. The Settlement AgreeJ::len.t proV1des for tills... The Cities 
ea.ch 0"'':). end opera.te their own electriC transmission and 
distr1bution utility syste:nwith.1n city l1m1ts .. 
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This undivided interest cons;sts or-two parts,. The 

f1rst part is the sale to the Cities of certaL~ percentages ot 
Units 2 s.nd 3 and o£ Common FaciJ.1ties as. they existed·on 
November 1, 1977. Tbe'second part is the sharing ot the 
continued construction and O&M costs of" Units 2 and ,·3 and or· 
Common Facilities as incurred a.fter November l,. 1971. The 
agreed upon purchase price and terms o"r payment are described 
in the P&rtiCipationAgreement attached to the application as 
Exhibit C. The terms of continued participation in construction " 
and operation are described in the Construction Agreement a.ttached 

to the a.pplication as Exhibit D, and are the same arrangements 
as currently being used 'between SCE and San D1ego-Gas& Electric 
Company (SDG&E) for construction and operation responsibilities 

relating to San Onofre. 
Although all agreements have been negotiated to their 

r!nal rorm~ they have not. yet been signed. Final s1gn1ng by 

all pa.rt1c1pants~ including SDG&E:o is contingent upon SCE and, 
SDG&E receiving a. favorable ruling or agreement,:f'rom the U.S. IRS 
pursuant to Section 38 of the U. S. I.~ternal Revenue Code, 
regarding whether acquisition by publicly-owned utilities arid 

investor-owned utilities of undivided co-tenancy 1nterests- in 

utility tacil!:ties would. disqualify the interest owned by' th.e 
investor-owned utilities as Section 38 property ,for- the purpose 
of investment tax credit. The agreement among the parties ,w:11l 
be executed or-.ly when ~ in the sole discretion or each party~, 1 t 
is satisfied that the execution or said agreements Will not 
adversely affect the investment tax credit for those portions 
of San Ono.tre owned by SeE and SDG&E. This contingency agree:ment 
is <!escribed in a Letter Agreement attaehed to the'application 

as part o~ Exhibit C. 
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SCE and the Cities assert that the terms and conditions 
as set forth in the Participation and Construction' Agreements' 
(Exhibits C and D) are t'a1r 1 just and reasonable, that the 
properties wb.1ch SCE has agreed to sell to the C1tiesis, reasonably 
worth the amount the Cities have agreed to pay for it, and that 
SCE and the Cities desire to eft'ectuate the agreements 1n 

,accordance ~th their provisions. 
Currently, SeE owns 80% undivided' co-tenancy intere'st, 

while SDG&E owns 2~. SDG&E' s interest will remain at: 2~, while 
the Cities \d~l obtain part or SCE's interest. The Cities' 
generation entitlement a.~d percentage of eostsharing ,in Units Z 
and 3 is based on the relative, sizes of" each City and SCE (~.66% 
tor A.."lahe1:m and ~.7~ 'for Riyers1d.e), while the Cities', percentage 
ownership of Common Facilities is about 83.5~ of the generation 
entitlem~nt based on proration of Com:non among all three 
gel.?eration Ul'l1tS (1.3~ for Anahe1m and 1 .. 4~ for Riverside) .. 
COlnnlOn Facilities costs are 'based on new reproduction. costs 
-(as of November 1, 1977) less depreCiation, while Un1ts'2 and' 3 

. . . , , 

costs are those actually incurred and' recorded by standard SCE 
accounting practice. 

The total estimated costs to the Cities for facilities 
inst.aJ.led and expenses 1n.curred prior to November 1, 1977 a.re 
$16 1 639,550 tor Anaheim and $17,649,250 t'or RiverSide,. Review 

~ , 

of project costs L"ld1ca.tes that they are fair and reasona.ble; 
further, all parties find them to be acceptable. : 

Approval of this app11cat1o~ Will have no significant 
eftect on SCErs ratepayers or on SCE's abi~ity to proVide reliable 
electriC se:"V1ce, or on SCE's long range generation. and 
t:'ansmission. expansion plan. Although revenues to SCE W1l1be, 
reduced, so Will operating expenses a.."ld rate base re~rement.s:> 
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with a net e~~eet or essentiallY no change in cost, o~service 
to SCEts consumers. On the other hand". consu::ners in the Cities 
will have decreased costs because o~ lower ~1nanc1ng costs 
ava.1lable to municipal ut1J.1ties. ~e Cit1es Will pe.y , 
transmission charges to SCE cons1stent with schedules t11ed ' 
with 'me Federal Energy Regula.tory Commission (formerly The 
Federal Power Commission). Whether or not this, application is. 
approved". there will be no change 1n the way the SCE and Cities· 
systems are operated". and generat10n 1s allocated; the differences 
are ones or ownership and a.ccounting". not or integrated .opera.tion;' 

The action taken herein shaJ.l not be construed to be a 
~1nd1ng o-r the value or the property herein a.utllor1zedt.o be 
transferred. 

Findings and Conclusions 

We .find that: 
l. A public hearing 1s not necessa.ry. 
2. '!he proposed sale described in this application Will 

not be adverse to ~he public interest. 
3. With reasonable certainty, the project ,involved in 

this proceeding will not have a significant effect on the 
environment. 

We conclude that the application should·be'granted. 

o R D E.R -- .... - .... 
IT IS HEREBY ORDERED that: 

1. SCE be authorized to transfer a portion or its 
ownership L~terests in San Onofre Units 2 and ,3 and San Onofre 
Common Faci~t1eS.l' and ,8. portion 01' its real property interests 
at San Onofre to the Cities". substantially a.sd~scr1bed,1nthe' 
application and exhibits. 
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2. SCE chall> Within 30 days after such actual se.le 8..'"ld 
tr~~~er, notify this Commission in wr1t~ of the eate thereo~. 

3. W1th!.n 180 (jays a.1"ter s'Uch actual sale s.nc! tl"a.ns!'er~ 

SCE sh3.l1 t1le with. t:"l1s Cocmi.&s1on~ 't.."le :!'.1naJ. cc:>st figures' tOT 

property installed as of Nov~oer 1, 1977-
4. Unt:U the question ot Secti0:l 38 property h&s 'been 

resolved w!.th the IRS, SCE shall ~ile a..."'l:lua1ly nth. this Commission 

a "br1ef' $l::n ... ary or the et'f'orts by all parties to' resolve the 

question. The first filing w1ll be W!. tb,1n. one year of the 

effective date o~ this order. 
L~ the event the Agreements are not consu:mated within 

t1ve years after Novem"oer ~~ 1977:1 'the authority here~ grantee 
shall exp1l"e. 

The ettect1 ve date of this order shall be th.1rtydays 

at-:er the da.te hereof. 
I?~ , Da. ted at S;:l ~c:i3C.) 

~?R1~ ~ :I 1978. 

com:ciissioners 


