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I. 1 

THE COMMISSION AUTHORIZED THE REPLACEMENT OF STEAM GENERATORS AT 2 

SAN ONOFRE NUCLEAR GENERATING STATION UNITS 2 & 3  3 

In Decision (D.) 05-12-040, the Commission granted SCE’s application for approval of its Steam 4 

Generator Replacement Program (SGRP) for the San Onofre Nuclear Generating Station Unit Nos. 2 & 5 

3 (SONGS 2 & 3).1  The Commission found that SCE’s cost estimate of $680 million (100% share, 2004 6 

dollars), including $569 million (100% share, 2004 dollars) for replacement steam generator installation 7 

and $111 million for removal and disposal of the original steam generators (100% share, 2004 dollars) 8 

was a reasonable estimate of the total SGRP cost, excluding Allowance for Funds Used During 9 

Construction (AFUDC).2  The Commission also ordered that to the extent that replacement steam 10 

generator installation costs were less than $569 million (100% share, 2004 dollars), more funds may be 11 

used for removal and disposal of the original steam generators, and vice versa.3  The Commission 12 

further held that it did not intend to conduct an after-the-fact reasonableness review if the SGRP cost did 13 

not exceed $680 million (100% share, 2004 dollars), although it reserved the right to do so.4 14 

In that Decision, the Commission also found that actual SGRP costs would be expressed in 15 

nominal dollars when they are recorded,5 that a meaningful comparison of recorded SGRP costs with the 16 

costs specified therein would require all costs to be converted to equivalent year dollars by an inflation 17 

adjustment,6 and that the inflation adjustment should be made based on reliable publications such as the 18 

Consumer Price Index published by the U.S. Bureau of Labor Statistics.7  The Commission noted, 19 

                                                 
1  D.05-12-040, p. 108, Ordering Paragraph No. 1. 

2  Id., p. 108, Ordering Paragraph No. 3. 

3  Id., p. 109, Ordering Paragraph No. 3. 

4  Id., p. 109, Ordering Paragraph No. 4. 

5  Id., p. 93, Finding of Fact No. 147. 

6  Id., p. 94, Finding of Fact No. 148. 

7  Id., p. 94, Finding of Fact No. 149. 
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however, that the record in that proceeding was not sufficient to address how the inflation adjustment 1 

should be made.8 2 

Subsequently, in Decision (D.) 11-05-035, the Commission granted SCE’s request to modify 3 

D.05-12-040 for the limited purpose of removing from the Steam Generator Replacement Program cost 4 

estimate the costs related to replacing and refurbishing certain components in the high-pressure turbines 5 

at SONGS Unit Nos. 2 & 3.9  There, the Commission ordered that the cost recovery limit for SCE’s 6 

SGRP was reduced by $9.2 million (100% share, 2004 dollars) and ordered that D.05-12-040 was 7 

modified so that SCE was authorized a revised total of $670.8 million (100% share, 2004 dollars) for the 8 

SGRP.10 9 

                                                 
8  Id., p. 94, Finding of Fact No. 150.  

9  D.11-05-035, p. 1. 

10  Id., p. 6, Ordering Paragraph No. 1. 
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II. 1 

SCE COMPLETED THE SAN ONOFRE NUCLEAR GENERATING STATION UNITS 2 & 3 2 

STEAM GENERATOR REPLACEMENT PROGRAM WITHIN THE COMMISSION’S $670.8 3 

MILLION REASONABLENESS THRESHOLD 4 

SCE commenced performing the SONGS 2 & 3 Steam Generator Replacement Program in 2004.  5 

SCE retained the Bechtel Corporation (Bechtel) as the primary contractor for the engineering and 6 

executing the removal of the original steam generators and the installation of the replacement steam 7 

generators.  SCE retained Mitsubishi Heavy Industries (MHI) to design and fabricate the replacement 8 

steam generators.  SCE retained other specialty contractors to perform numerous other aspects of the 9 

project.  SCE completed the removal of the SONGS 2 original steam generators and the installation of 10 

the SONGS 2 replacement steam generators on April 11, 2010.  SCE completed the removal of the 11 

SONGS 3 original steam generators and the installation of the SONGS 3 replacement steam generators 12 

on February 18, 2011.  SCE delivered the last of the four SONGS 2 & 3 original steam generators to the 13 

low-level radioactive waste disposal facility at Clive, Utah, on December 23, 2012.  SCE completed the 14 

SONGS 2 & 3 Steam Generator Replacement Program at a cost of $768.5 million (100% share, nominal 15 

dollars).  Using the Handy-Whitman index to deflate the steam generators’ fabrication and construction 16 

costs and Commission approved nuclear decommissioning burial escalation rates for burial costs, the 17 

recorded cost is deflated to $612.1 million (100% share, 2004 dollars).11  A summary level breakdown 18 

of the SGRP recorded costs is provided in Appendix A to this testimony.  SCE, therefore, completed the 19 

SONGS 2 & 3 Steam Generator Replacement Program within the revised total of $670.8 million (100% 20 

share, 2004 dollars) that was authorized by the Commission. 21 

                                                 
11  Preliminary statement of costs recorded through January, 2013, some additional costs related to disposal of the original 

steam generators have not yet been recorded. 
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III. 1 

EVALUATION OF COSTS IN CONSTANT DOLLARS FOR PURPOSES OF REVIEW 2 

The purpose of this testimony is to describe the methodology for comparing SCE recorded SGRP 3 

costs in nominal dollars to the cost cap expressed in 2004 constant dollars as authorized in D.05-12-4 

040.12 5 

SCE presents cost estimates in this exhibit in 2004 dollars – as if SCE made all SGRP 6 

expenditures in 2004.  As the SGRP incurred expenditures over several years, from 2004 through 2013, 7 

this section will explain the appropriate method for converting actual SGRP costs incurred over several 8 

years back to 2004 constant dollars.  This conversion will allow the comparison of estimated project 9 

expenditures, which are expressed in 2004 constant dollars, to actual project expenditures in order to 10 

determine whether the SGRP project costs are within the pre-established reasonableness threshold. 11 

SCE has divided the project costs into two categories for the purposes of deflating SGRP costs to 12 

2004 constant dollars.  Costs associated with the construction, fabrication, and installation of the steam 13 

generators are deflated by the Handy-Whitman Indexes of Public Utility Construction Costs, and the 14 

costs associated with the burial of low-level radioactive waste are deflated by the nuclear 15 

decommissioning burial escalation rates approved by the Commission in D.03-10-015, D.07-01-003, 16 

and D.10-07-047.  The methodology for deflating project costs presented in this application is consistent 17 

with the SGRP Advice Letters which have been submitted annually to the commission.13  18 

A. Handy-Whitman Indexes Are Reasonable Indexes For Deflating Costs Associated With 19 

The Construction, Fabrication, and Installation of Nuclear Steam Generators  20 

The Handy-Whitman Indexes of Public Utility Construction Costs are produced by Whitman, 21 

Requardt and Associates LLP (WR&A), of Baltimore, Maryland. Published continuously since 1924, 22 

the Handy-Whitman indexes are construction cost indexes specifically tailored to the utility industry.  23 

The Commission has used Handy-Whitman Indexes of Public Utility Construction Costs in previous 24 

                                                 
12  D.05-12-040, mimeo, p. 62. 

13  Advice 1951-E (2006), Advice 2067-E (2007-2008), Advice 2292-E (2009), Advice 2402-E(2010), Advice 2402-E 
(2011) 
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proceedings from General Rate Cases to reasonableness review of large construction projects as the 1 

basis to calculate escalation and deflation of construction costs and capital additions.14  In addition, the 2 

Commission has stated “The Handy-Whitman index is a widely recognized publication which reflects 3 

the costs of different types of utility construction.”15  Simply put, Handy-Whitman Indexes of Public 4 

Utility Construction Costs represent the standard for utility construction cost price indexes at this 5 

Commission. 6 

In the case of a nuclear steam generator project in California, the applicable Handy-Whitman 7 

Index is Total Nuclear Plant – Pacific Region.  The Handy-Whitman Index for Total Nuclear Plant – 8 

Pacific Region includes both the labor and non-labor components of a nuclear construction project.  The 9 

Handy-Whitman Index for Total Nuclear Plant tracks cost inflation in the following accounts in the 10 

FERC Uniform System of Accounts (USOA): 11 

 320 Land and land rights 12 

 321 Structures and improvements 13 

 322 Reactor plant equipment  14 

 323 Turbogenerator units  15 

 324 Accessory electric equipment 16 

 325 Miscellaneous power plant equipment 17 

 326 Asset retirement costs for nuclear production plant 18 

The proprietary weighting factors within the Nuclear Production Plant index is based on analysis 19 

by WR&A as part of valuation and design assignment and upon data furnished by utilities and industrial 20 

sources.  These data are revised continuously with weighting factors and components revised as 21 

required, assuring that the construction cost indexes represent current building practices.  Handy-22 

Whitman Total Nuclear Plant – Pacific region represents the most appropriate index to deflate the 23 

construction, fabrication, and installation costs associated with the SGRP back to 2004 constant dollars. 24 

                                                 
14  D.12-11-051, mimeo, p. 608; D.07-01-040, mimeo., p. 115, Ordering Paragraph No. 10; D.99-05-030, mimeo, p 67, 

Finding of Fact No 17, p 72, Conclusion of Law No 6, p 72, Ordering Paragraph 4. 

15  D.10-12-058, Appendix A, p. 7, footnote 3, Appendix B, p. 8, footnote 5. 
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B. Handy-Whitman Deflation Factors 1 

The deflation value for each year will be calculated by taking the 2004 value of the Handy-2 

Whitman Index and dividing it by the corresponding value of the Handy-Whitman Index for the 3 

particular year.16  (Multiplying the recorded costs for a given year by the deflation value for that year 4 

yields the recorded cost in 2004 dollars.)  The Handy-Whitman indexes are published on a semiannual 5 

basis, with the values for January 1 and July 1 of each year.  The correct way to convert these 6 

semiannual values to annual values is as follows: 7 

Annual Value = ¼ x January Value(Year 0) + ½ July Value(Year 0) + ¼ January Value(Year +1) 8 

The calculation of the annual 2012 index requires the actual January 2013 index value.  The 9 

actual January 2013 index is not available until late in the second quarter of 2013.  Similarly, the 10 

calculation of the annual 2013 index requires the actual January 2013, July 2013 and January 2014 11 

values.  The actual January 2014 index will not be available until late in the second quarter of 2014. 12 

C. Low-Level Radioactive Waste Burial Costs  13 

The SGRP costs associated with the burial of low-level radioactive waste that were incurred over 14 

the life of the project are deflated to 2004 constant dollars using the burial escalation rates approved by 15 

the Commission during its Nuclear Decommissioning Cost Triennial Proceeding (NDCTP) cases.17  16 

These burial escalation rates are based upon NUREG-1307, a United States Nuclear Regulatory 17 

Commission (NRC) report that “explains the formula acceptable to the NRC for determining the 18 

minimum decommissioning fund requirements for nuclear power plants.”18  The NRC report is written 19 

to be an “appropriate source of information for obtaining ... waste burial/disposition costs”19 for use by 20 

nuclear power reactor licensees in providing to the NRC “reasonable assurance ... that funds will be 21 

                                                 
16  Multiplying the recorded costs for a given year by the deflation value for that year yields the recorded cost in 2004 

dollars. 

17  D.03-10-015, D.07-01-003, and D.10-07-047 

18  Report on Waste Burial Charges: Changes in Decommissioning Waste Disposal Costs at Low-Level Waste Burial 
Facilities (Final Report, NUREG-1307, Revision 15) - Abstract 

19 Id., Revision 13, Foreword. 
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available for decommissioning.”20  Using the low-level radioactive waste burial cost data contained in 1 

various revisions of the report,21 SCE statistically estimated, using an exponential growth model, 2 

historical burial cost escalation rates based on SCE’s findings.  The rates used here are the burial 3 

escalation rates approved by the Commission in the three most recent NDCTP cases.22 4 

D. SGRP Deflation Factors 5 

In summary, SCE’s costs associated with the construction, fabrication, and installation of the 6 

steam generators are deflated by the Handy-Whitman Indexes of Public Utility Construction Costs and 7 

the costs associated with the burial of low-level radioactive waste are deflated by the nuclear 8 

decommissioning burial escalation rates approved by the Commission in D.03-10-015, D.07-01-003, 9 

and D.10-07-047.  The methodology for deflating project costs presented in this application is consistent 10 

with the SGRP Advice Letters which have been submitted annually to the Commission.23  11 

1. Construction, Fabrication, And Installation Deflation Factors 12 

The following table represents current historical (2004 – 2013) and projected (2012) values of 13 

the SGRP construction, fabrication, and installation deflation factors, based upon Handy-Whitman 14 

historical indexes24 and projection of the Handy-Whitman index provided by Global Insight.25 15 

                                                 
20 10 C.F.R. §50.75(a).  

21 Division of Policy and Rulemaking, Office of Nuclear Reactor Regulation, U.S. Nuclear Regulatory Commission, 
“Report on Waste Burial Charges/Changes in Decommissioning Waste Disposal Costs at Low-Level Waste Burial 
Facilities”, NUREG-1307, Revision 14, October 2010, plus older revisions.   

22  D.03-10-015, D.07-01-003, and D.10-07-047 

23  Advice 1951-E (2006), Advice 2067-E (2007-2008), Advice 2292-E (2009), Advice 2402-E(2010), Advice 2402-E 
(2011) 

24  Handy-Whitman Index of Public Utility Construction Costs, Whitman, Requardt & Associates, Baltimore Maryland, 
Bulletin 176, Cost Trends of Electric Utility Construction, Pacific Region, Total Nuclear Plant (2004 – 2011). 

25  IHS Global Insight, Power Planner, Quarter 3 2012, Pacific Region, Total Nuclear Plant (2012).  For 2012 and 2013, the 
projected growth rate is applied to the previous year’s Handy-Whitman Nuclear Production Plant Index value to arrive at 
the projected index value. 
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Table III-1 
Historical and Projected Estimates of Construction, Fabrication, and Installation Costs 

Deflation Factors 

 

2. Low-Level Radioactive Waste Burial Deflation Factors  1 

The following table represents the annual SGRP low-level radioactive waste burial 2 

deflation factors based on the burial escalation rates approved by the Commission in D.03-10-015, D.07-3 

01-003, and D.10-07-047. 4 

Table III-2 
NDCTP Low-Level Radioactive Waste Burial Deflation Factors And Associated 

Commission Decisions 

Line 
Number Year Rate

Burial 
Escalation 

Index Commission Decision

Burial 
Deflation 

Factor 

1 2004 7.50% 1.000 2002 NDCTP, D.03-10-015 1.000
2 2005 7.50% 1.075 2002 NDCTP, D.03-10-015 0.930
3 2006 7.50% 1.156 2002 NDCTP, D.03-10-015 0.865
4 2007 7.50% 1.242 2005 NDCTP (settlement), D.07-01-003 0.805
5 2008 7.50% 1.335 2005 NDCTP (settlement), D.07-01-003 0.749
6 2009 7.50% 1.436 2005 NDCTP (settlement), D.07-01-003 0.697

7 2010 7.12% 1.538
Weighted average, 7.50% for January through April based on 2005 NDCTP, 
6.93% for May through December based on 2009 NDCTP Phase 1, D.10-07-047 0.650

8 2011 6.93% 1.644 2009 NDCTP Phase 1, D.10-07-047 0.608
9 2012 6.93% 1.758 2009 NDCTP Phase 1, D.10-07-047 0.569

10 2013 6.93% 1.880 2009 NDCTP Phase 1, D.10-07-047 0.532

Line 
Number Year

Historical and 
Projected Handy-Whitman 
Index Value (1973 = 100)

Percent 
Change

Historical and 
Projected 
Deflation

Factor
1 2004 442.00 4.25% 1.000
2 2005 470.75 6.50% 0.939
3 2006 494.50 5.05% 0.894
4 2007 518.07 4.77% 0.853
5 2008 553.00 6.74% 0.799
6 2009 557.00 0.72% 0.794
7 2010 583.25 4.71% 0.758
8 2011 606.50 3.99% 0.729
9   2012* 621.40 2.46% 0.711
9   2013* 630.00 1.38% 0.702

* Projected 



 

 

9 

E. The Consumer Price Index (CPI) Is An Inappropriate Index To Use When Deflating Costs 1 

Associated With The Installation Of Steam Generators Within A Nuclear Plant 2 

The Consumer Price Index (CPI) is an inappropriate index to use when deflating costs associated 3 

with the installation of steam generators within a nuclear plant. 4 

The application of the Consumer Price Index as a proxy for nuclear power plant construction 5 

cost inflation is conceptually flawed.  The Consumer Price Index measures changes in the prices of 6 

goods and service bought by households – such as food, clothing, housing, and education.  Due to the 7 

fact that the CPI measures changes in the cost of household expenditures, its use as a measure to escalate 8 

or deflate nuclear construction costs is severely limited at best and grossly distorting at worst.  9 

Essentially, we wouldn’t be comparing apples to apples; we would be literally comparing the costs of 10 

food, clothing, education, and housing to the cost of the manufacturing and installation of nuclear steam 11 

generators.  Such a comparison would be fundamentally flawed. 12 

The CPI bears little resemblance to the costs incurred by nuclear production plant construction 13 

costs.  The CPI is heavily weighted to housing and food – these two categories account for over 56% of 14 

the CPI–and such expenditures are obviously not the types of expenditures incurred by a utility for a 15 

major construction project.  The major CPI categories include:26 16 

 Food 15.3% 17 

 Housing 41.0%  18 

 Apparel 3.6% 19 

 Transportation 16.8%  20 

 Medical Care 7.2% 21 

 Education 6.8% 22 

 Recreation 6.0% 23 

                                                 
26  Relative importance of components in the Consumer Price Indexes:  U.S. city average, December 2012 - Table 1 (2009-

2010 Weights) http://bls.gov/cpi/cpiri2012.pdf.  A full listing of the CPI component goods and services can be obtained 
at http://bls.gov/cpi/cpiri2012.pdf. 
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A more detailed examination of the elements of the CPI underscores why it is inappropriate to 1 

use as a measure of nuclear construction inflation.  For instance, cereal accounts for 1.2% of the CPI, 2 

pets, pet products and services 1.1%, and fruits and vegetables 1.3% - none of which is representative of 3 

inflationary trends faced by utilities installing a steam generator into a nuclear plant.   4 

Conversely, although metals are major inputs into the manufacturing of a nuclear steam 5 

generator, metal prices are not directly accounted for in the CPI in any meaningful way.  The CPI does 6 

not appropriately take into account that the price index for metal and metal products27 surged almost 7 

70% and the price index for iron and steel doubled during the 2003 -2008 period.28 8 

In comparison, the Handy-Whitman index takes into account the inflationary spikes in metal 9 

prices and the downstream impacts upon the prices of commodities involved in building a nuclear steam 10 

generator, along with other components of steam generator construction and installation. 11 

F. The CPI Underestimates Inflation In The Cost Of Building Nuclear Plants 12 

The aforementioned differences between the components of the CPI and the Handy-Whitman 13 

index are evidenced in the following chart that compares CPI to the Handy-Whitman Total Nuclear 14 

Plant Index over the period from 2004 - 2012.  As illustrated below, nuclear construction costs have 15 

risen by 41% from their 2004 levels by 2012 whereas CPI, or costs incurred by households in the U.S., 16 

increased by 21% during the same period.  Therefore using CPI to deflate nominal SGRP project costs 17 

to 2004 constant dollars would underestimate the effects of input price inflation on the costs of the 18 

SGRP project. 19 

                                                 
27  Producer price index - metals & metal products, Bureau of Labor Statistics Variable WPI10. 

28  Producer price index - iron and steel. Bureau of Labor Statistics Variable WPU101. 
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Table III-3 
CPI-U vs. Handy-Whitman Total Nuclear Plant Pacific Region 2004-2012 

2004 = 1.0 

 

 
G. The CPI Is An Inappropriate Index To Use When Deflating Costs Associated With The 1 

Burial Of Low-Level Radioactive Waste  2 

The CPI is an inappropriate index to use when deflating costs associated with the burial of low-3 

level radioactive waste.  As illustrated above in Section E, the CPI does not capture the cost increases 4 

associated with burying low-level radioactive waste from a nuclear steam generator.  Due to the fact that 5 

the components of CPI do not match the activity involved in burying low-level radioactive waste, the 6 

application of the CPI as a proxy for low-level radioactive waste burial escalation is conceptually 7 

flawed.   8 

H. The CPI Underestimates Inflation In The Cost Of Burying Low-Level Radioactive Waste  9 

The aforementioned differences between the CPI index and the Commission-approved burial 10 

escalation rates are evidenced in the following chart that compares CPI to the burial escalation rates over 11 

the period from 2004 - 2012.  As illustrated below, the costs for burying low-level radioactive waste 12 
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have risen by 76% from their 2004 levels by 2012 whereas CPI, or costs incurred by households in the 1 

U.S., increased by 21% during the same period.  Therefore using CPI to deflate nominal SGRP burial 2 

costs to 2004 constant dollars would underestimate the effects of burial price inflation on the costs of the 3 

SGRP project. 4 

Table III-4 
CPI-U vs. NDCTP Burial Escalation Rates 2004 – 2012 

2004 = 1.0  
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IV. 1 

RATEMAKING 2 

Decision No. 05-12-040 permitted, and the CPUC approved, certain advice letters submitted by 3 

SCE to implement interim revenue requirements for recovery of the SGRP costs.  Pursuant to the 4 

Administrative Law Judge’s February 21, 2013 ruling in OII 12-10-013, SCE is submitting testimony in 5 

Exhibit SCE-5 in the OII that addressees this interim relief.  Exhibit SCE-5 also includes SCE’s 6 

proposal to include the SGRP cost permanently in rates, as adjusted for the SGRP cost that was already 7 

included in rates on an interim basis. 8 

As of January 31, 2013 SCE has incurred $768.5 million (100% share nominal dollars) to 9 

implement the SGRP.  SCE’s share of the $768.5 million is $601.1 million (nominal dollars).  The 10 

amounts included in D.05-12-040 for determining whether or not the actual cost of the SGRP exceed the 11 

reasonableness threshold did not include Allowances for Funds Used During Construction (AFUDC).29  12 

Through January 2013, SCE has accrued $90.3 million of AFUDC.  In addition, SCE has included $8.0 13 

million associated with capitalized property taxes.  In this proceeding, SCE requests authorization to 14 

recover the revenue requirement associated with SCE’s share of the total plant, including accrued 15 

AFUDC and capitalized property taxes of $699.4 million in rates permanently, no longer subject to 16 

refund.30  As explained in more detail below, consistent with D.05-12-040, SCE has already recovered a 17 

portion of its plant and associated revenue requirement, and also requests to continue to recover its 18 

annual revenue requirement through the NRC license period for SONGS, or 2022. 19 

D.05-12-040 established some limited cost recovery prior to completion of the SGRP and 20 

additional cost recovery upon completion of the SGRP.  Prior to the completion of SGRP, the 21 

                                                 
29 D. 05-12-040, p. 108, Ordering Paragraph No. 3. 

30 SCE does not does not request that the Commission immediately alter the subject-to-refund condition established in OII 
12-10-013.  Nor does this application seek to constrain the Commission's ability to review the costs booked in the 
SONGS Outage Memorandum Account.  Instead, SCE requests that the final relief granted at the conclusion of the 
proceedings on this Application and OII 12-10-013 be a Commission order that the revenue requirement recorded in the 
SGRP balancing accounts no longer be subject to refund. 
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Commission allowed SCE to recover through depreciation 20% of its ownership share of the estimated 1 

removal and disposal cost for the original steam generators over the period 2006 through 2011.31 2 

For cost recovery upon completion of the SGRP for each unit (i.e. the replacement costs and the 3 

approximately remaining 80% of the removal and disposal costs), D.05-12-040 allows SCE to put an 4 

estimated annual revenue requirement in rates on an interim basis at the beginning of the year following 5 

completion of the replacement of each unit and completion of the removal and disposal of each of the 6 

old units.  Because this work is all capital-related, the revenue requirement consists of depreciation 7 

expense, return on rate base, and taxes.  The revenue realized from the estimate included in rates is 8 

balanced (trued-up) with the actual (recorded) revenue requirement recorded in the SGR-related 9 

balancing accounts (i.e. SONGS 2&3 Steam Generator Replacement Balancing Account (SGRBA) and 10 

the SONGS 2&3 Steam Generator Removal and Disposal Balancing Account (SGRDBA)), and 11 

transferred to SCE’s Base Revenue Requirement Balancing Account (BRRBA).32  Annual over- or 12 

under-collections (i.e. differences between the amounts realized in revenue and the actual (recorded) 13 

revenue requirement) recorded in the BRRBA are either returned to or recovered from customers in the 14 

subsequent year.  The year-end BRRBA balance is reviewed and allowed to be included in rates each 15 

year in SCE’s ERRA Forecast proceedings.  As such, consistent with the ratemaking implemented in 16 

compliance with D.05-12-040, SCE is recovering its actual revenue requirement in rates (i.e. estimated 17 

revenue requirements included in rates are trued-up to the actual revenue requirements). 18 

Table IV-5 below shows the actual SGRP revenue requirement recorded during the period 2006 19 

through 2012.33 20 

                                                 
31 Ordering Paragraph No. 12 of D.05-040. 

32 The BRRBA is the balancing account where SCE’s non-fuel and purchased power generation revenue is balanced with 
the authorized and other recorded costs (e.g. SGRP revenue requirements) so that it only recovers what the Commission 
has authorized. 

33 The annual amounts shown in Table IV-5 include adjustments recorded in subsequent years. 
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Table IV-5 
Recorded SGRP Revenue Requirement 

2006 through 2012 
($millions, nominal$) 

A B C D E F G H I J

Total Thru Remaining Total

2006 2007 2008 2009 2010 2011 2012 2012 Plant 1/ Plant 2/

1. Recorded Depreciation

2. Estimated 20% of Removal and Disposal 3.03          3.32          3.59          3.78          3.84          4.06           ‐            21.62          

3. Recorded in SGRBA and SGRDBA ‐            ‐            ‐            ‐            15.62       42.58        51.73       109.93       

4. Subtotal Depreciation (Recovery of Plant) 3.03          3.32          3.59          3.78          19.46       46.64        51.73       131.55        567.85       699.40    

5. Property Taxes (Recorded in SGRBA) ‐            ‐            ‐            ‐            ‐            1.60           4.82          6.42            

6. Income Taxes (Recorded in SGRBA and SGRDBA) ‐            ‐            ‐            ‐            8.06          10.48        11.27       29.80          

7. Return on Rate  Base (Recorded in SGRBA and SGRDBA) ‐            ‐            ‐            ‐            16.72       39.99        41.14       97.85          

8. Subtotal without FF&U 3.03          3.32          3.59          3.78          44.24       98.71        108.97     265.63       

9. Franchise Fees and Uncollectibles 0.03          0.04          0.05          0.04          0.51          1.14           1.22          3.04            

10. Total Recorded Revenue Requirement 3.06          3.36          3.64          3.82          44.75       99.85        110.19     268.67       

  NOTES:

   1/  Total Plant remaining to be amortized and recovered in rates through the end of the NRC license period which is 2022 (i.e. 10‐years).

   2/  Total Plant includes approximately $90.3 million of accrued AFUDC and $8.0 million of capitalized property taxes.

As shown on Line No. 4 in Column H above, consistent with the ratemaking approved in D.05-1 

12-040, and as explained in more detail below, SCE has recovered, or is currently in the process of 2 

recovering, $131.55 million (nominal dollars) of its total share of the $699.4 million (nominal dollars) 3 

plant.  SCE requests the remaining $567.85 million (nominal dollars), and associated revenue 4 

requirement (i.e. including depreciation, taxes, and return on rate base) be recovered over the NRC 5 

license life consistent with the period the Commission is allowing SCE to recover its other SONGS plant 6 

(i.e. authorized in the General Rate Case).  As shown on Line No. 10, SCE’s total SGRP revenue 7 

requirement through December 31, 2012 is $268.67 million. 8 

Table IV-6 below shows the amount of the SGRP revenue requirement that has been recovered 9 

in rates during the period 2006 through 2012, plus a true-up amount in 2013 that ensures SCE recovers 10 

its recorded SGRP revenue requirement of $268.67 million shown in Table IV-5 above.34 11 

                                                 
34 The table is intended to show how SCE has recovered its recorded SGRP revenue requirement through 2012 in rates.  It 

does not include the estimated 2013 revenue requirement included in rates implemented in Advice Letter 2834-E. 
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Table IV-6 
SGRP Revenue Requirement 

Included in Rates 
2006 through 2013 

($millions, nominal$) 

2006 2007 2008 2009 2010 2011 2012 2013 2/ Total

1. 20% of the est. Removal and Displ. Rev Rqmt 3.06          3.36          3.64          3.82          3.88          4.11           ‐            ‐               21.87         

2. Estimated Annual Replacement Rev Rqmt Unit 2 56.69        57.70       ‐               114.39      

3. Estimated Annual Replacement Rev Rqmt Unit 3 ‐             57.54       ‐               57.54         

4. Subtotal 56.69        115.24     ‐               171.93      

5. Prior Year True‐Up Recorded In BRRBA Included In Rates ‐             

6.  ‐ Recorded 2010 Unit 2 Rev Rqmt 40.87        40.87         

7.  ‐ Recorded 2011 Unit 3 Rev Rqmt 45.25       45.25         

8.  ‐ Prior Year Replacement Rev Rqmt True‐up 1/ 2.61          6.83             9.44           

9.  ‐ Recorded 2011 and 2012 Unit 2 & 3 R&D Rev Rqmt 3/ (8.81)        (11.88)         (20.69)       

10. Total In Rates Each Year 3.06          3.36          3.64          3.82          3.88          101.67      154.29     (5.05)           268.67      

1/  2012 ‐ Difference between $56.69M in rates and the  recorded amount (including FF&U) of $59.30M

      2013 ‐ Difference between $115.24M in rates and the  recorded amount (including FF&U) of $122.07M

2/  For purposes of showing how SCE has recovered its recorded SGRP revenue  requirement  through 2012, the 2013 SGRP revenue requirement

       currently in 2013 rates is not shown in this table.

3/  As explained in more  detail below, prior to the completion of the  removal and disposal work, SCE realized a tax deduction as cash expenditures 

       for removal and disposal work were spent.  As such, SCE recorded the associated credit revenue  requirement in the  SGRDBA.  In addition,

       SCE recorded a credit revenue requirement associated with the removal and disposal accumulated depreciation (i.e. rate base deduction)

       that was recovered during  2006 through 2011.

The amounts shown on Line No. 1 are the amounts the Commission in D.05-12-040 allowed SCE to 1 

recover prior to the completion of the SGRP associated with the estimated 20% of the removal and 2 

disposal costs.  The amounts shown on Lines Nos. 2 through 4 are the estimated annual revenue 3 

requirements SCE included in rates each year beginning the year after the unit was returned to operation 4 

consistent with the requirements of D.05-12-040.  For example, SCE included $56.04 million, plus 0.65 5 

million of Franchise Fees and Uncollectibles (FF&U) in 2011 rates based on the estimated 2011 revenue 6 

requirement for the replacement of Unit 2 since Unit 2 became operational in April 2010.  Lines Nos. 5 7 

through 9 of Table IV-6 show the amounts recorded in the Base Revenue Requirement Balancing 8 

Account associated with truing up the estimated revenue requirement included in rates during the prior 9 

year to the recorded revenue requirements recorded in the SGRP-related balancing accounts.  For 10 

example, during 2010, SCE recorded $40.87 million in the SGRBA (including FF&U) associated with 11 

the replacement revenue requirement for Unit 2.  Since Unit 2 returned to operation in 2010, nothing 12 

was included in rates until 2011.  As such, in 2011, in addition to the estimated 2011 replacement 13 
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revenue requirement for Unit 2 shown on Line No. 2 in the amount of $57.7 million, SCE included 1 

$40.87 million which is the difference between the revenue requirement recorded in the SGRBA during 2 

2010, or $40.87 million, and the amount included in 2010 rates levels for the replacement revenue 3 

requirement, which was $0.35  The ratemaking implemented in compliance with D.05-12-040 ensures 4 

that SCE recovers its recorded SGRP revenue requirements.  SCE requests the Commission make 5 

recovery of the $268.67 million permanent, without future refund, and allow SCE to continue to recover 6 

its on-going revenue requirement associated with the recovery of $567.85 million remaining plant in 7 

rates through 2022. 8 

                                                 
35 This difference is recorded in the BRRBA. 
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Appendix B-1 

SOUTHERN CALIFORNIA EDISON COMPANY 1 

QUALIFICATIONS AND PREPARED TESTIMONY 2 

OF PAUL T. HUNT, JR. 3 

Q. Please state your name and business address for the record. 4 

A. My name is Paul T. Hunt, Jr., and my business address is 2244 Walnut Grove Avenue, 5 

Rosemead, California 91770. 6 

Q. Briefly describe your present responsibilities at the Southern California Edison Company. 7 

A. I am the Director of Regulatory Finance and Economics, supervising the Regulatory Finance 8 

Division of the Treasurer’s Department.  My present responsibility is to apply economic, 9 

financial, and statistical analysis to regulatory issues and for internal corporate purposes. 10 

Q. Briefly describe your educational and professional background. 11 

A. I received a Bachelor of Arts degree in Economics from Pomona College in 1975, a Master of 12 

Arts degree in Economics from Stanford University in 1976, and a Doctor of Philosophy degree 13 

from Stanford University in 1981.  I joined the Southern California Edison Company as an 14 

Associate Economist in the Treasurer’s Department in July 1980.  I was promoted to Economist 15 

in 1982 and Senior Economist in 1984.  In 1989, I transferred to the Regulatory Policy and 16 

Affairs Department as a Regulatory Economics Consultant.  I returned to the Treasurer’s 17 

Department in 1996 as a Senior Economist.  In 1997, I was promoted to Project Manager.  In 18 

2000, I was promoted to Manager of Regulatory Finance and Economics.  I was promoted to my 19 

present position in 2010. 20 

I have testified before the California Public Utilities Commission and the Federal Energy 21 

Regulatory Commission. 22 

In late 2009, I was invited to write, with a co-author, a book chapter on cost of capital in 23 

regulated industries. The book chapter is titled “Cost of Capital in Regulated Industries,” and it 24 

appears in Cost of Capital in Litigation: Applications and Examples, published by John Wiley & 25 

Sons, Inc., in November 2010. (ISBN: 978-0-470-88094-4.) 26 

Q. What is the purpose of your testimony in this proceeding? 27 



 

Appendix B-2 

A. The purpose of my testimony in this proceeding is to sponsor portions of Exhibit SCE-6 as 1 

identified in the Table of Contents thereto. 2 

Q. Was this material prepared by you or under your supervision? 3 

A. Yes, it was. 4 

Q. Insofar as this material is factual in nature, do you believe it to be correct? 5 

A. Yes, I do. 6 

Q. Insofar as this material is in the nature of opinion or judgment, does it represent your best 7 

judgment? 8 

A. Yes, it does. 9 

Q. Does this conclude your qualifications and prepared testimony? 10 

A. Yes, it does. 11 
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SOUTHERN CALIFORNIA EDISON COMPANY 1 

QUALIFICATIONS AND PREPARED TESTIMONY 2 

OF DAVID H. OPITZ 3 

Q. Please state your name and business address for the record. 4 

A. My name is David H. Opitz, and my business address is 2244 Walnut Grove Avenue, Rosemead, 5 

California 91770. 6 

Q. Briefly describe your present responsibilities at the Southern California Edison Company. 7 

A. I am the SONGS Capital Project Finance Manager, having oversight of financial controls and 8 

reporting of capital projects including the steam generator replacement project. 9 

Q. Briefly describe your educational and professional background. 10 

A. I hold a degree in Civil Engineering from the Pennsylvania State University as well as a MBA from 11 

Pepperdine University.  I have 30 years of Project Management experience that encompasses all 12 

aspects of project management. This includes engineering, procurement, construction, finance, 13 

contract management, project controls, project development, and project assessments. I have a 14 

diverse background of experience through work in several industries including nuclear power, fossil 15 

power, broadcasting, automotive, and heavy construction.  16 

Q. What is the purpose of your testimony in this proceeding? 17 

A. The purpose of my testimony in this proceeding is to sponsor the portions of Exhibit SCE-6 as 18 

identified in the Table of Contents thereto. 19 

Q. Was this material prepared by you or under your supervision? 20 

A. Yes, it was. 21 

Q. Insofar as this material is factual in nature, do you believe it to be correct? 22 

A. Yes, I do. 23 

Q. Insofar as this material is in the nature of opinion or judgment, does it represent your best judgment? 24 

A. Yes, it does. 25 

Q. Does this conclude your qualifications and prepared testimony? 26 

A. Yes, it does. 27 
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SOUTHERN CALIFORNIA EDISON COMPANY 1 

QUALIFICATIONS AND PREPARED TESTIMONY 2 

OF DOUGLAS A. SNOW 3 

Q. Please state your name and business address for the record. 4 

A. My name is Douglas A. Snow, and my business address is 8631 Rush Street, Rosemead, 5 

California  91770. 6 

Q. Briefly describe your present responsibilities at the Southern California Edison Company (SCE). 7 

A. I am the Director of CPUC Revenue Requirements and Tariffs in SCE’s Regulatory Operations 8 

Department.  As such, I am responsible for the recovery of SCE’s authorized revenue 9 

requirements and oversee the operation of various balancing and memorandum accounts, 10 

including the recovery of the balances in those accounts, and I am responsible for managing the 11 

implementation of SCE’s tariffs and advice letters. 12 

Q. Briefly describe your educational and professional background. 13 

A. I graduated from Texas A&M University in May of 1982 with a Bachelor of Science Degree in 14 

Industrial Engineering.  In June of 1982, I went to work for Southwestern Public Service 15 

Company (SPS) in west Texas.  While there, I was a supervisory engineer, responsible for 16 

revenue requirement calculations and rate design for both retail and resale customers.  I filed 17 

testimony on behalf of SPS before the Texas Public Utility Commission and the Federal Energy 18 

Regulatory Commission.  In November of 1993, I began to work for the Southern California 19 

Edison Company as a financial analyst in the FERC Pricing section in the RP&A Department.  20 

While working in the FERC section, I was responsible for the rate design for SCE’s requirements 21 

sales for resale, Wheeling Access Charges, and wholesale Distribution Access Charges.  In 22 

March 1998, I became a supervisor in the Revenue Requirements division of RP&A, responsible 23 

for supervising a group of analysts that oversee the forecasting and recording entries associated 24 

with all CPUC regulatory mechanisms.  In December 2001, I was promoted to the position of 25 

manager in the Revenue Requirements division of RP&A.  In August 2006, I was promoted to 26 

Manager of CPUC Revenue Requirements, and in March 2013, I became the Director of CPUC 27 
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Revenue Requirements and Tariffs taking on the additional responsibilities for managing SCE’s 1 

tariffs.  I have previously testified before the California Public Utilities Commission. 2 

Q. What is the purpose of your testimony in this proceeding? 3 

A. The purpose of my testimony in this proceeding is to sponsor portions of Exhibits SCE-6, as 4 

identified in the Table of Contents thereto. 5 

Q. Was this material prepared by you or under your supervision? 6 

A. Yes, it was. 7 

Q. Insofar as this material is factual in nature, do you believe it to be correct? 8 

A. Yes, I do. 9 

Q. Insofar as this material is in the nature of opinion or judgment, does it represent your best 10 

judgment? 11 

A. Yes, it does. 12 

Q. Does this conclude your qualifications and prepared testimony? 13 

A. Yes, it does. 14 


