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RESOLUTION

Resolution E-3784.  Southern California Edison Company requests approval of its revised revenue requirement for Utility Retained Generation pursuant to Decision 02-04-016 and identifies adjustments to the Procurement Related Obligations Account and Settlement Rates Balancing Account consistent with D. 02-04-016.   Approved with modifications.

By Advice Letter 1616-E, filed on April 24, 2002.     

__________________________________________________________

Summary

This Resolution adopts a revised, interim revenue requirement for Southern California Edison’s Utility Retained Generation, as ordered by Decision (D.) 02-04-016.  The depreciation schedule for San Onofre Nuclear Generation 2 and 3 (SONGs 2&3) is revised to reflect a remaining useful life through 2022, or the end of its Nuclear Regulatory Commission (NRC) license period.   The depreciation schedule for Palo Verde is also revised to reflect a useful life through 2025, or the end of its NRC license period.  The Procurement Related Obligations Account (PROACT) and the Settlement Rates Balancing Account balances shall be adjusted to reflect the depreciation revisions.

Background

Southern California Edison (SCE) filed Advice Letter (AL) 1616-E to revise its 2002 interim revenue requirement for Utility Retained Generation (URG) in compliance with Ordering Paragraph 8 of D. 02-04-016 (URG decision).  Also under AL 1616-E, SCE identifies the adjustments to the PROACT and Settlement Rates Balancing Account (SRBA) consistent with the URG decision.

The URG decision adopted an interim 2002 revenue requirement of $3.82 billion.  Under AL 1616-E, SCE submitted an overall reduction of $47.6 million, for an updated URG revenue requirement amount of $3.77 billion.  SCE identifies that these changes include an amortization period for SCE’s nuclear plant reflective of its remaining useful life and a continuation of the reduced rate of return on equity for SONGs at 7.35%.

In the URG proceeding, SCE requested a nuclear depreciation schedule for SONGS 2&3 and Palo Verde ending in 2010, but this schedule was not adopted.  Parties argued for a return to remaining useful life.  The Commission stated:  “We will establish a depreciation schedule for SONGs and Palo Verde reflective of their remaining useful life.” 

NOTICE

Notice of this Resolution was made by publication in the Commission’s Daily Calendar.

PROTESTS

No protests to AL 1616-E were filed.

DISCUSSION

Under AL 1616-E, SCE submitted a depreciation schedule for SONGs ending in 2012 and one for Palo Verde ending in 2025, revising the interim adopted revenue requirement for its URG.   SCE explains, “although 2022 is the end of the NRC license period for SONGs 2&3, it is reasonable to use 2012 as the end of the ‘remaining useful life’ of SONGs 2&3 because reliable service with the existing steam generators cannot be assumed beyond 2012, and the replacement of steam generators would require an extraordinary plant investment.”  SCE adds that for Palo Verde, “the remaining useful life (2025) is the same as the Palo Verde NRC license period because the Palo Verde operator already intends to replace steam generators to enable the plant to operate to 2025.”  SCE states that it will present testimony in its next General Rate Case (GRC) application regarding the remaining useful life of SONGs 2&3.  

Energy Division reviewed AL 1616-E, and, since no evidence or testimony was presented in the URG proceeding that SONGs 2&3 remaining useful life might be less than the NRC license period, requested SCE to revise its depreciation schedule reflecting a remaining useful life through 2022 to comply with D.02-04-016.   SCE provided a revised revenue requirement using a 2022 depreciation schedule for SONGs 2&3, but requested acknowledgement of the changes to its proposed advice letter.

Energy Division confirms that SCE has raised the issue of SONGS 2&3 remaining useful life in its GRC testimony.  Energy Division recommends that since the URG revenue requirement is interim, dependant upon a full GRC review, and because the question of SONGs’ 2&3 remaining useful life is presented in the GRC, SCE should use the 2022 NRC license period for SONGs 2&3 depreciation in the interim, pending adjudication on the facts and merits of the issue.

Energy Division reviewed SCE’s revised URG revenue requirement based on a recalculated 2022 depreciation schedule for SONGs 2&3 and a 2025 depreciation schedule for Palo Verde.  The changes and total 2002 interim URG revenue requirement are reflected in the table, Column C below:

	Line No.
	URG Item
	
	A

D.02-04-016 Adopted Revenue Requirement
	B

SCE Updated 2002 Revenue Requirement
	C

Energy Division Revised 2002 Revenue Requirement

	
	
	
	
	
	
	

	
	Native Load
	
	
	
	
	

	1
	Operating Expenses 
	$990,238 
	
	$990,238 
	$990,238

	
	
	
	
	
	
	

	2
	Capital Related:
	
	
	
	
	236,331

	3
	Depreciation 
	
	102,506
	
	84,330
	

	4
	Taxes 
	
	55,827
	
	36,405
	

	5
	Return 
	
	106,137
	
	96,962
	

	6
	General Plant 
	
	42,271
	
	41,475
	

	7
	Total 
	
	1,296,979
	
	1,249,410
	1,226,569

	
	
	
	
	
	
	

	8
	w/FF&U
	
	1,311,527
	
	1,263,584
	1,240,484

	
	
	
	
	
	
	

	
	Purchased Power**
	
	
	
	
	

	9
	QFs 
	
	2,130,162
	
	2,130,162
	2,130,162

	10
	Bilaterals 
	
	106,364
	
	106,364
	106,364

	11
	Interutility 
	
	161,255
	
	161,255
	161,255

	12
	Total 
	
	2,397,781
	
	2,397,781
	2,397,781

	
	
	
	
	
	
	

	13
	w/FF&U
	
	2,424,677
	
	2,424,982
	2,424,982

	
	
	
	
	
	
	

	
	ISO-Related Charges
	
	
	
	

	14
	ISO-related Charges
	
	82,698
	
	82,698
	82,698

	
	
	
	
	
	
	

	15
	w/FF&U
	
	83,626
	
	83,636
	83,636

	
	
	
	
	
	
	

	16
	Total URG 
	
	3,777,458
	
	3,729,889
	3,707,048

	
	
	
	
	
	
	

	17
	Total URG w/FF&U 
	
	$3,819,830 
	
	$3,772,202 
	$3,749,102

	
	
	

	
	 ** Based on the July 20, 2001 DRI gas price forecast for the period 
	July 2001 -  June 2002.


Energy Division reviewed the adjustments to the PROACT and the SRBA identified by SCE.  Based on the above recalculation of the SONGs 2&3 2022 depreciation schedule and a Palo Verde 2025 depreciation schedule, the adjustments submitted under AL 1616-E require additional changes to the PROACT and the SRBA balances in order to comply with the terms of Resolution E-3765 for consistency with D.02-04-016.   The nuclear depreciation adjustments reduce the 2002 URG revenue requirement by  $22.8 million from the reduction submitted under AL 1616-E, for a total URG reduction of $70.7 million from D. 02-04-016.  Based on review of SCE’s recalculations, Energy Division recommends the Commission adopt the reduced URG revenue requirement identified in Column C of the table above and adjust the PROACT and SRBA balances accordingly.

comments

Public Utilities Code section 311(g)(1) provides that this resolution must be served on all parties and subject to at least 30 days public review and comment prior to a vote of the Commission.  Section 311(g)(3) provides that this 30-day period may be reduced/waived by Commission adopted rule.  

The 30-day comment period for the draft of this resolution was neither waived nor reduced.  Accordingly, this draft resolution was mailed to parties for comments, and will be placed on the Commission’s agenda no earlier than 30 days from the day it was mailed.  Comments were filed by ___________ on ____________. 

Findings

1.  In the URG proceeding, SCE requested a nuclear depreciation schedule for SONGS 2&3 and Palo Verde ending in 2010, but this schedule was not adopted.

2.  Decision 02-04-016 adopted a depreciation schedule for SONGs and Palo Verde reflective of their remaining useful life.

3.  Under AL 1616-E, SCE submitted a depreciation schedule for SONGs ending in 2012 rather than one ending in 2022 reflecting the end of its NRC license period.  SCE submitted a depreciation schedule for Palo Verde ending in 2025, or the end of its NRC license period.

4.  SCE submits that SONGs’ 2&3 remaining useful life is shorter than its NRC license period.

5.  SCE raises the issue of SONGs 2&3 remaining useful life under its testimony in its pending GRC proceeding.

6.  SCE should use a 2022 depreciation schedule for SONGs 2&3 pending adjudication of its remaining useful life under SCE’s open GRC.

7.  SCE’s 2002 URG interim revenue requirement of $3.82 billion should be reduced by $70.7 million to $3.75 billion including Franchise Fees and Uncollectibles.

8.  SCE should adjust the PROACT and SRBA balances to reflect a $70.7 million reduction in its URG revenue requirement for 2002 for a total interim URG revenue requirement of $3.75 billion including Franchise Fees and Uncollectibles.

Therefore it is ordered that:

1. Southern California Edison Company is ordered to reduce its 2002 URG revenue requirement by $70.7 million, for a $3.75 billion total revenue requirement, including Franchise Fees and Uncollectibles.

2. Southern California Edison Company shall adjust the PROACT and SRBA balances by $70.7 million to reflect the 2002 interim URG revenue requirement adjustment adopted herein. 

3. Within 7 days of today’s date, SCE shall supplement Advice Letter 1616-E such that it conforms with the requirements of this Order.

This Resolution is effective today.

I certify that the foregoing resolution was duly introduced, passed and adopted at a conference of the Public Utilities Commission of the State of California held on September 5, 2002, the following Commissioners voting favorably thereon:







 _____________________









WESLEY M. FRANKLIN







 

       Executive Director

�  D.02-04-016, mimeo p. 83 
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