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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Investigation on the
Commission’s Own Motion into the Rates,
Operations, Practices, Services and Facilities
of Southern California Edison Company and Investigation 12-10-013
San Diego Gas & Electric Company (Filed October 25, 2012)
Associated with the San Onofre Nuclear
Generating Station Units 2 and 3.

Application 13-01-016
And Related Matters. Application 13-03-005
Application 13-03-013
Application 13-03-014

SONGS OIl AMENDED AND RESTATED SETTLEMENT AGREEMENT BETWEEN
SOUTHERN CALIFORNIA EDISON COMPANY, SAN DIEGO GAS & ELECTRIC
COMPANY, THE OFFICE OF RATEPAYER ADVOCATES, THE UTILITY REFORM
NETWORK, FRIENDS OF THE EARTH, AND THE COALITION OF CALIFORNIA
UTILITY EMPLOYEES

Dated: September 23, 2014
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SONGS OIl AMENDED AND RESTATED SETTLEMENT AGREEMENT BETWEEN
SOUTHERN CALIFORNIA EDISON COMPANY, SAN DIEGO GAS & ELECTRIC
COMPANY, THE OFFICE OF RATEPAYER ADVOCATES, THE UTILITY REFORM
NETWORK, FRIENDS OF THE EARTH, AND THE COALITION OF CALIFORNIA
UTILITY EMPLOYEES

Southern California Edison Company (“SCE”), San Diego Gas & Electric Company
(“SDG&E™), the Office of Ratepayer Advocates (“ORA”), The Utility Reform Network
(“TURN?”), Friends of the Earth (“FOE”), and the Coalition of California Utility Employees
(“CUE”) (hereinafter collectively referred to as the “Settling Parties”) agree to settle all claims,
allegations, and liabilities in the Order Instituting Investigation Regarding San Onofre Nuclear
Generating Station Units 2 and 3, 1.12-10-013, and all proceedings that have been consolidated
therewith (including A. 13-01-016, A. 13-03-005, A. 13-03-013, and A. 13-03-014) (the “OII"),
on the following terms and conditions, which shall only become effective on the Effective Date
(as defined below).

This amended and restated settlement agreement (“Agreement”) is entered into as a compromise
of disputed claims in order to minimize the time, expense, and uncertainty of further regulatory
proceedings. ORA, TURN, FOE, and CUE agree to the following terms and conditions as a
complete and final resolution of all claims against SCE and SDG&E in the OIl, and SCE and
SDG&E agree to these terms and conditions as a complete and final resolution of the OIL. This
Agreement constitutes the sole agreement between the Settling Parties concerning the subject
matter of this Agreement.

As explained herein, the Settling Parties shall jointly submit this Agreement to the California
Public Utilities Commission (“Commission” or “CPUC”) for approval. If the Effective Date
does not occur within 90 days following the date of submission to the Commission, the
Agreement shall be subject to termination by any of the Settling Parties upon written notice to
the other Settling Parties. This document amends and restates the original settlement agreement
submitted to the Commission on April 3, 2014.

I
THE PARTIES

1.1.  The parties to this Agreement are SCE, SDG&E, TURN, ORA, FOE and CUE.

1.2.  SCE is an investor owned public utility in the State of California and is subject to the
jurisdiction of the Commission with respect to providing electric service to its customers.

1.3. SDG&E is an investor owned public utility in the State of California and is subject to the
jurisdiction of the Commission with respect to providing electric service to its customers.

1.4.  ORA is an independent division of the Commission whose statutory mission is to obtain
the lowest possible rate for service consistent with reliable and safe service levels. In
fulfilling this goal, ORA also advocates for customer and environmental protections.
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L.5.

1.6.

1.7.

1.8.

2.1

2.2.

2.3.

2.4.

2.5.

2.6.

TURN is an independent, non-profit consumer advocacy organization that represents the
interests of residential and small commercial utility customers.

FOE is an advocacy organization whose mission is to protect the environment and
promote the sustainable use of the planet’s resources.

CUE is a coalition of unions whose members are employed at California electric utilities.

The following entities have filed motions seeking party status in the OII, but are not
parties to this Agreement: Women’s Energy Matters, the Alliance for Nuclear
Responsibility, the Coalition to Decommission San Onofre, Ruth Henricks, the World
Business Academy, the National Asian American Coalition, the Latino Business
Chamber of Greater Los Angeles, the Ecumenical Center for Black Church Studies, the
Chinese American Institute for Empowerment, the Nevada Hydro Company, Inc., City of
Riverside, the Clean Coalition, the Western Power Trading Forum, the Direct Access
Customer Coalition, the Alliance for Retail Energy Markets, Southern California Gas
Company, Distributed Energy Consumer Advocates, the Utility Consumers’ Action
Network, the Independent Energy Producers Association, the California Cogeneration
Council, Noble Americas Energy Solutions LLC, Amerinet, Inc., Public Agency
Coalition, and the State of California.

I1.
DEFINITIONS

AFUDC: Allowance for Funds Used During Construction.
Agreement: This document and any appendices.
ALJ: Administrative Law Judge.

Authorized Cost of Debt: The rate of return on debt authorized by the CPUC for a
given utility from time to time. This rate of return may change during any of the
amortization periods set forth in this Agreement.

Authorized Cost of Preferred Stock: The rate of return on preferred stock authorized
by the CPUC for a given utility from time to time. This rate may change during any of
the amortization periods set forth in this Agreement.

Base Plant: The Net Book Value of all SONGS-related capital investments, except the
SGRP, in the Utilities’ rate bases.

(a) Base Plant includes the Net Book Value for all SONGS-related marine mitigation
investments that the Utilities made in response to the California Coastal
Commission’s directives to mitigate environmental impacts of SONGS, except
the $22 million disallowed by the Commission in Decision No. 06-05-016.

(b) Base Plant includes the Net Book Value for all SONGS-related NDBD&DD
investments.
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2.7.

2.8.

2.9.

2.10.

2.11.

2.12.

2.13.

2.14.

2.15.

2.16.

(c) Base Plant does not include an adjustment for cash working capital.
(d) Base Plant does not include the M&S Investment.
(e) Base Plant does not include the Nuclear Fuel Investment.

BRRBA: The generation sub-account of the Base Revenue Requirement Balancing
Account, or its successor account.

Original Cost: The initial outlay for an investment, equal to the gross sum of all
recorded direct and indirect expenditures associated with the capital investment.

Capital-Related Revenue Requirement: The total amount of revenue required by a
utility to recover its capital investments and associated income and property taxes
(including the effect of deferred taxes), including a return on those investments calculated
in accordance with the utility’s authorized cost of capital and associated depreciation
expenses computed in accordance with depreciation schedules authorized by the
Commission.

Commission or CPUC: The California Public Utilities Commission.

Commission Approval: A decision of the Commission approving the Agreement in the
form submitted without modification that has become final and is no longer subject to
appeal.

Consolidated Proceedings: All proceedings that have been consolidated with the OII,
including A. 13-01-016, A. 13-03-005, A. 13-03-013, and A. 13-03-014.

CWIP: CWIP means Construction Work In Progress or replacement projects (retirement
work in progress or net salvage) recorded directly in accumulated depreciation.

(a) Cancelled CWIP: The total Original Cost of CWIP associated with SONGS-
related projects that began prior to the Effective Date but that will not enter
service at any time after February 1, 2012.

(b) Completed CWIP: The total Original Cost of CWIP associated with SONGS-
related projects that began prior to the Effective Date and will enter service at any
point after February 1, 2012, including all CWIP that will enter service after the
Effective Date.

Effective Date: The day of the Commission’s decision adopting the ratemaking proposal
set forth in this Agreement.

ERRA: Energy Resource Recovery Account, or its successor account.

FERC: Federal Energy Regulatory Commission.
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2.17. Fuel Cancellation Costs: The total recorded costs (other than those costs that the
Utilities are able to recover from the Nuclear Decommissioning Trusts) associated with
cancelling SCE’s contracts entered into by SCE as the SONGS Operating Agent on
behalf of itself and SDG&E to purchase nuclear fuel, including but not limited to the
following costs:

(a) Termination fees and other amounts paid to obtain a release of any obligations
under fuel procurement contracts.

(b) Amounts paid by SCE as Operating Agent for itself and on behalf of SDG&E to
fuel procurement vendors pursuant to settlements, judgments, or arbitration
awards related to disputes arising from SCE’s termination of alleged contractual
obligations to purchase nuclear fuel.

(c) Attorney’s fees and other litigation costs incurred on and after January 1, 2013 by
SCE as Operating Agent for itself and on behalf of SDG&E in seeking to
minimize its obligations under fuel procurement contracts through arbitrations,
negotiations, and/or judicial or administrative proceedings.

2.18. Fuel Net Proceeds: The total proceeds of all sales of nuclear fuel, net of costs incurred
by SCE as Operating Agent for itself and on behalf of SDG&E in order to sell such
nuclear fuel, including but not limited to:

(a) Costs incurred in order to store the nuclear fuel inventory pending the sale; and
(b) Costs incurred in order to render the nuclear fuel saleable.

2.19. Incremental Inspection and Repair Costs: Those costs recorded by the Utilities as
incremental expenses associated with SCE’s efforts to inspect and repair the damage at
SONGS. This amount also includes the $11 million (100% share) in costs for inspection
and repair of SONGS that SCE originally recorded as base O&M and subsequently re-
classified as incremental O&M.

2.20. Mitsubishi: Mitsubishi Heavy Industries, Ltd., related entities such as Mitsubishi
Nuclear Energy Systems and Mitsubishi Heavy Industries America Inc., and any third
party who has insured or indemnified any of these entities for any amounts owed to the
Utilities in respect of the replacement steam generators.

2.21. M&S Investment: The total Original Cost of materials and supplies investments
associated with SONGS.

2.22. M&S Net Proceeds: The total proceeds of all sales of materials and supplies, net of
costs incurred by SCE in order to sell such materials and supplies.

2.23. NDBD&DD: Nuclear Design Basis Documentation and Deferred Debits. NDBD costs
are associated with SCE’s efforts to comply with the NRC’s mandate that SCE establish a
nuclear design documentation system. DD costs are plant-related regulatory assets that
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2.24.

2.25.

2.26.

2.27.

2.28.

2.29.

2.30.

2.31.

2.32.

2.33.

2.34.

2.35.

2.36.

resolve accounting differences in capitalization policies between CPUC and FERC
jurisdictions regarding the commercial operation of SONGS.

Net Book Value: Original Cost less the accumulated amortization and depreciation
expenses, if any, associated with an investment.

NEIL: Nuclear Energy Insurance Limited.
NGBA: Non-fuel Generation Balancing Account, or its successor account.

Non-O&M Balancing Account Expenses: All SONGS-related expenses for pensions,
post-retirement benefits other than pensions, and short-term incentive compensation that
are not recorded in FERC accounts 517-532.

Non-O&M Expenses: All SONGS-related expenses recorded in FERC accounts 408,
924,925, and 926 that are not:

(a) Non-O&M Balancing Account Expenses;
(b) Capitalized overhead; or
(c) Recorded in FERC accounts 517-532.

Nuclear Decommissioning Trusts: The trusts established by the Utilities and approved
by the CPUC pursuant to the Nuclear Facilities Decommissioning Act of 1985, Cal. Pub.
Util. Code Sec. 8321 et seq., for the purpose of covering costs associated with
decommissioning SONGS.

Nuclear Fuel Investment: The Net Book Value of all nuclear fuel (including in-core
fuel and pre-core fuel), p/us all Fuel Cancellation Costs. To the extent that SCE, as
Operating Agent on behalf of itself and on behalf of SDG&E, incurs additional Fuel
Cancellation Costs after the date of execution of this Agreement, those costs will be
added to the Nuclear Fuel Investment at the time they are incurred.

NRC: Nuclear Regulatory Commission.
O&M: Operations and Maintenance.

OII: Order Instituting Investigation. As used in this Agreement, the term “OII” shall
refer to the proceeding initiated by the Commission in I. 12-10-013, and all Consolidated
Proceedings.

Operating Agent: SCE is the Operating Agent responsible for the performance of the
operation and maintenance of SONGS.

ORA: The Office of Ratepayer Advocates or its successor division.

SCE: Southern California Edison Company.
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2.37.

2.38.

2.39.

2.40.

2.41.

2.42.

2.43.

2.44.

2.45.

2.46.

2.47.

2.48.

2.49.

3.1.

3.2

3.3.

SDG&E: San Diego Gas & Electric Company.

Settling Parties/Settling Party: SCE, SDG&E, ORA, TURN, FOE, and CUE, or any of
them.

SGRP: Steam Generator Replacement Project.
SONGS: San Onofre Nuclear Generating Station.

SONGSBA: SDG&E’s San Onofre Nuclear Generating Station O&M Balancing
Account.

SONGS Litigation Balance: The total SONGS Litigation Recoveries, net of SONGS
Litigation Costs.

SONGS Litigation Costs: All litigation costs recorded since January 31, 2012, including
but not limited to fees paid to outside attorneys and experts, associated with pursuing and
preparing to pursue SONGS Litigation Recoveries.

SONGS Litigation Recoveries: Any amounts received (whether by settlement, judicial
order, arbitration award, or any other recovery) by the Utilities from NEIL and/or
Mitsubishi or their respective affiliates in connection with the Utilities’ efforts to pursue
recovery of amounts in respect of the failure of the steam generators and subsequent
permanent shut down of SONGS. Any amounts obtained by the City of Riverside are not
subject to this Agreement.

SONGSMA: SCE’s San Onofre Nuclear Generating Station Memorandum Account.

SONGSOMA: Either Utility’s San Onofre Nuclear Generating Station Outage
Memorandum Account, including SDG&E’s SONGS OMA.

TURN: The Utility Reform Network.

U2C17 RFO: The refueling and maintenance outage for SONGS Unit 2 that was
intended to last from January 10, 2012, until March 5, 2012.

Utility/Utilities: SCE and SDG&E, or either of them.

I11.
GENERAL RECITALS

SCE owns a 78.21% share of SONGS. SDG&E owns a 20% share of SONGS. The City
of Riverside owns a 1.79% share of SONGS.

In Decision No. 05-12-040, the Commission approved SCE’s application to replace the
steam generators in SONGS Units 2 and 3.

In Decision No. 06-11-026, the Commission found that SDG&E’s participation in the
SGRP was reasonable and approved an unopposed settlement agreement, including
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3.4.

3.5.

3.6.

3.7.

3.8.

3.9.

3.10.

3.11.

3.12.

3.13.

SDG&E’s ownership share of the maximum allowable 100%, 20048, level of the SGRP
cost plus SDG&E’s internal costs.

In January 2010, SCE replaced the steam generators in SONGS Unit 2. In January 2011,
SCE replaced the steam generators in SONGS Unit 3.

The replacement steam generators in Units 2 and 3 were designed and manufactured by
Mitsubishi.

On January 10, 2012, SONGS Unit 2 was removed from service for a scheduled refueling
and maintenance outage that was expected to end on March 5, 2012.

On January 31, 2012, SONGS Unit 3 was taken offline because station operators at
SONGS detected a leak in a steam generator tube.

In early February, 2012, inspections of Unit 2 steam generators showed accelerated tube
wear. This tube wear caused unexpected and extensive property damage to Unit 2’s
steam generators

In February and March, 2012, inspections in Unit 3 revealed extensive wear on the Unit’s
steam generator tubes. Some of this wear was caused by the steam generator tubes
rubbing against each other (“tube-to-tube wear). This tube-to-tube wear caused
unexpected and extensive property damage to Unit 3’s steam generators.

On March 27, 2012, the NRC issued a Confirmatory Action Letter confirming SCE’s
commitment not to restart either Unit 2 or Unit 3 until the source of the tube wear was
understood and SCE had confidence that the units could be safely restarted.

Further inspections of the Unit 2 steam generators revealed more property damage in the
form of early indications of tube-to-tube wear. SCE formally notified the NRC of SCE’s
finding of tube-to-tube wear in Unit 2 on April 20, 2012.

On November 1, 2012, the Commission issued an Order Instituting Investigation
Regarding San Onofre Nuclear Generating Station Units 2 and 3. (L. 12-10-013.) The
Order stated that the Commission intended to examine “the causes of the outages, the
utilities’ responses, the future of the SONGS units, and the resulting effects on the
provision of safe and reliable electric service at just and reasonable rates.” The Order
also set SONGS-related rates subject to refund as of January 1, 2012, and directed that
the Utilities establish a memorandum account (the SONGSOMA) for the purpose of
tracking those costs.

On December 10, 2012, the Commission issued Decision No. 12-11-051, which resolved
SCE’s 2012 General Rate Case. Decision No. 12-11-051 directed SCE to establish a
memorandum account (the “SONGSMA”), effective January 1, 2012, to track certain
SONGS-related costs. The Commission further ordered SCE to file a reasonableness
review application for post-2011 expenses recorded in the SONGSMA by January 31,
2013. In accordance with this directive, SCE filed A. 13-01-016 on January 31, 2013. A.
13-01-016 has been consolidated with this OII.
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3.14. InD.12-11-051, the Commission also made SDG&E subject to the same conditional
refund of SDG&E’s share of the SONGS-related O&M and capital costs. (See D.12-11-
051 at 40-41, Finding of Fact 36, Conclusions of Law 21 and 22, Ordering Paragraphs 10
and 11.) On March 19, 2013, SDG&E filed A.13-03-005 requesting a reasonableness
determination of SDG&E’s internal SONGS costs incurred during 2012 and capital
expenses (excluding the SGRP) that were invoiced by SCE to SDG&E, including SCE’s
overheads, and tracked in SDG&E’s SONGSOMA. A.13-03-014 has been consolidated
with this OII.

3.15. On January 28, 2013, the Assigned Commissioner and ALJ issued a Scoping Memo and
Ruling. The Scoping Memo divided the OII into phases and provided that the OIl would
examine the following issues:

(a) In Phase 1, the Commission would examine:

(1) “Nature and effects of the steam generator failures in order to assess the
reasonableness of SCE’s consequential actions and expenditures (e.g., was
it reasonable to remove fuel from unit #3).”

(i1) “Whether 2012 SONGS-related expenses recorded in the SONGSMA are
reasonable and necessary, including,

(A)  100% of O&M, including segregated safety-related costs;

(B)  100% of cost-savings from personnel reductions and other avoided
costs;

(©) 100% of maintenance and refueling outage expenses; and
(D)  100% of capital expenditures.”

(i)  “A review of the reasonableness and effectiveness of SCE’s actions and
expenditures for community outreach and emergency preparedness related
to the SONGS outages.”

(iv)  “Other issues as necessary to determine whether SCE should refund any
rates preliminarily authorized in the 2012 GRC, in light of the changed
facts and circumstances of the unit outages; and if so, when the refunds
should occur.”

(b) In Phase 2, the Commission would examine “whether any reductions to SCE’s
rate base and SCE’s 2012 revenue requirement are warranted or required due to
the extended SONGS outages.”

(©) In Phase 3, the Commission would examine “causes of the [steam generator]
damage and allocation of responsibility, whether claimed SGRP expenses are
reasonable, including review of utility-proposed repair and/or replacement cost
proposals using cost-effectiveness analysis and other factors.”
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3.16.

3.17.

3.18.

3.19.

3.20.

3.21.

3.22.

3.23.

(d) In Phase 4, if necessary, the Commission would examine “whether SCE’s 2013
revenue requirement should be adjusted to reflect lower-than forecast O&M,
Capex, replacement power costs, and other SONGS expenses.”

From December, 2012, through April, 2013, the Settling Parties exchanged testimony
regarding Phase 1 issues.

On March 15, 2013, SCE filed A. 13-03-005, seeking Commission approval to include
the recorded capital costs of the SGRP permanently in rates. SCE’s testimony in support
of this application established that the total recorded cost of the SGRP was $768.5
million in nominal dollars (100% share). SCE’s testimony in support of this application
also established that the total recorded cost of the SGRP, adjusted for inflation using the
Handy-Whitman index for fabrication and construction costs and the Commission-

approved nuclear decommissioning burial escalation rates for burial costs, was $612.1
million in 2004 dollars (100% share). A. 13-03-005 has been consolidated with this OII.

On March 18, 2013, SDG&E filed A. 13-03-014, seeking Commission approval to
include SGD&E’s share of recorded capital costs of the SGRP permanently in rates. A.
13-03-014 has been consolidated with this OII.

On April 2, 2013, SCE served testimony addressing the energy-market related impact of
the SONGS outages in its ERRA compliance review proceeding (A. 13-04-001). On
May 1, 2003, SDG&E served testimony addressing the energy-market related impact of
the SONGS outages in I. 12-10-013.

On April 19, 2013, ALJs Darling and Dudney issued an Order clarifying that the topics
identified in the January 28, 2013, Scoping Memo applied equally to SCE and SDG&E.

On May 6, 2013, by e-mail ruling, ALJ Dudney ruled that the OII would consider the
issue of “what replacement power was purchased by the utilities in 2012 as a
consequence of the SONGS outages.” ALJ Dudney scheduled separate evidentiary
hearings to address this “replacement power” issue. The phase of the OII addressing this
issue came to be known as Phase 1A.

ALJ Darling held an evidentiary hearing on Phase 1 issues from May 13, 2013, until May
17,2013. The Settling Parties each submitted Opening and Reply Briefs on Phase 1
issues.

On June 7, 2013, SCE permanently retired SONGS Units 2 and 3. SCE had determined
that Mitsubishi made errors in designing and manufacturing the replacement steam
generators for Units 2 and 3. SCE determined that these errors caused deficiencies in
design, manufacturing, and workmanship that prevented SCE from safely operating Units
2 or 3 as intended and contracted for. SCE determined that, because Mitsubishi had not
proposed a viable plan to repair or replace the replacement steam generators in a timely
manner, and because of the significant uncertainty as to whether or when Unit 2 would be
permitted to restart even at partial power for a reduced operating period, it was no longer
prudent to continue to pursue restart or repair.
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3.24.

3.25.

3.26.

3.27.

3.28.

3.29.

3.30.

3.31.

3.32.

On July 1, 2013, ALJs Darling and Dudney issued a Ruling on Miscellaneous Scheduling
and Procedural Issues and Notice of Phase 2 Prehearing Conference. The ruling provided
the following “statement” of the scope of Phase 2:

(a) What are the values of SONGS assets in rate base, and which of these assets
should be removed from rate base pursuant to Public Utilities Code § 455.5, as of

November 1, 2012, or a later date if any such asset became not “used and useful”
after November 1, 2012?

(b) What are the related Operations and Maintenance costs associated with the assets
removed from rate base according to [the issue] above?

(©) Any other issues relevant to the application of § 455.5 to the SONGS outage.
In July, 2013, the Settling Parties exchanged testimony on Phase 1A issues.

On July 22, 2013, ALJs Darling and Dudney further specified that Phase 1A would
address “the method for calculating the cost of replacement power during 2012 due to the
SONGS outage. This scope includes developing a formula/method for the calculation of
costs (capacity, energy, foregone sales, and congestion) and establishing what values
should be entered in to that formula.”

From July, 2013, until September, 2013, the Settling Parties exchanged testimony on
Phase 2 issues.

ALJ Dudney held an evidentiary hearing on Phase 1A from August 5, 2013, until August
6, 2013. The Settling Parties each filed Opening and Reply Briefs on Phase 1A issues.

ALJs Dudney and Darling held an evidentiary hearing on Phase 2 issues from October 7,
2013, until October 11, 2013. The Settling Parties each filed Opening and Reply Briefs
on Phase 2 issues.

Throughout the proceeding, SCE responded to 928 data request questions propounded by
the parties to the OIl. SDG&E similarly responded to data request questions propounded
to it by the parties to the OII.

On October 16, 2013, SCE as the Operating Agent and Edison Material Supply LLC
(“EMS”) filed a Request for Arbitration against Mitsubishi pursuant to the arbitration
clause in the contract between EMS and Mitsubishi. Through this arbitration, which is
ongoing as of the date of this Agreement, SCE and EMS are seeking recovery from
Mitsubishi based on the non-operation of SONGS Units 2 and 3.

On July 18, 2013, SDG&E filed a complaint in California Superior Court against
Mitsubishi seeking to recover damages SDG&E has incurred and will incur related to the
defects in the steam generators. This action was later removed to Federal District Court.
On August 8, 2013, Mitsubishi filed a motion to stay the action pending arbitration and
on March 14, 2014, the Court issued an order granting Mitsubishi’s motion on the
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3.33.

3.34.

3.35.

3.36.

3.37.

3.38.

3.39.

3.40.

3.41.

3.42.

condition that SDG&E must be able to fully assert its own claims in an arbitration
proceeding.

The Utilities have also submitted claims to NEIL based on their assessments that both
SONGS units sustained accidental property damage. SCE has submitted proofs of loss
under insurance policies covering SONGS and is continuing to pursue recovery as of the
date of this Agreement.

On November 19, 2013, ALJs Darling and Dudney issued a Proposed Decision on Phase
1 and Phase 1A issues. Each of the Settling Parties submitted Opening Comments on the
Proposed Decision on December 9, 2013. Each of the Settling Parties submitted Reply
Comments on the Proposed Decision on December 16, 2013.

On January 15, 2014, the Commission held an all-party meeting to discuss the Proposed
Decision on Phase 1 and Phase 1A issues.

SCE’s share of the Net Book Value of the SGRP was $597 million as of February 1,
2012, including CWIP. SDG&E’s share of the Net Book Value of the SGRP was $160.4
million as of February 1, 2012, including CWIP.

SCE’s share of Base Plant was $622 million as of February 1, 2012, excluding CWIP.
SDG&E’s share of Base Plant was $165.6 million as of February 1, 2012, excluding
CWIP.

SCE’s share of the Nuclear Fuel Investment was $477 million as of December 31, 2013,
exclusive of any paid or accrued Fuel Cancellation Costs. SDG&E’s share of the Nuclear
Fuel Investment was $115.8 million as of December 31, 2013, exclusive of any paid or
accrued Fuel Cancellation Costs.

SCE’s share of the M&S Investment was $99 million as of December 31, 2013.
SDG&E’s share of the M&S Investment was $10.4 million as of December 31, 2013.

SCE’s share of Cancelled CWIP is estimated at $153 million as of December 31, 2013.
Subject to an additional reconciliation with SCE, SDG&E’s Cancelled CWIP amounts
will be provided pursuant to section 6.1 hereof, subject to ORA’s and TURN’s
prerogative stated in the last sentence thereof.

SCE’s share of Completed CWIP is estimated at $302 million as of December 31, 2013.
Subject to an additional reconciliation with SCE, SDG&E’s Completed CWIP amounts
will be provided pursuant to section 6.1 hereof, subject to ORA’s and TURN’s
prerogative stated in the last sentence thereof.

SCE’s share of O&M costs recorded in connection with the U2C17 RFO is $41.1 million,
which consists of $4.9 million recorded in 2011, $35.3 million recorded in 2012, and $0.9
million recorded in 2013. SDG&E’s share of O&M costs recorded in connection with
the U2C17 RFO as calculated by SCE is $9.3 million.
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3.43.

3.44.

3.45.

3.46.

3.47.

3.48.

3.49.

3.50.

3.51.

3.52.

3.53.

Decision No. 12-11-051 provisionally authorized $387.4 million (100% share) in base
O&M costs for the year 2012 and $397.6 million (100% share) in base O&M costs for
the year 2013.

In 2012, SCE recorded $99 million (SCE share) in Incremental Inspection and Repair
Costs in excess of the amount of base O&M provisionally authorized in Decision No. 12-
11-051. In 2012, SCE estimated that SDG&E paid $27.0 million in total Incremental
Inspection and Repair Costs, including SCE overheads and portions allocated to Base and
Incremental O&M. SDG&E’s base O&M provisionally authorized in Decision No. 12-
11-051 and D.13-05-010 was greater than the total amount of recorded costs including
overheads, as applicable to SDG&E.

SDG&E recorded $141.6 million, including overheads paid to SCE, to its SONGSBA in
2012; $27.0 million, including overheads paid to SCE, was defined by SCE as
Incremental Inspection and Repair Costs in Base and Incremental O&M.

In 2013, SCE’s share of recorded base O&M costs was $241 million and SCE’s share of
recorded Incremental Inspection and Repair Costs was $12 million.

SDG&E recorded $105.0 million, including overheads paid to SCE, to its SONGSBA in
2013.

SCE’s total amount of deferred taxes on SONGS investment (excluding investment in the
SGRP) as of Feb 1, 2012, was $152 million. SDG&E’s total amount of deferred taxes on
SONGS investment (excluding investment in the SGRP) as of February 1, 2012 is
estimated at $4.5 million.

On March 27, 2014, the Settling Parties held a settlement conference in accordance with
Rule 12.1(b) of the Commission’s Rules of Practice and Procedure.

On April 3, 2014, the Settling Parties filed and served a Joint Motion for Adoption of
Settlement Agreement.

In a ruling issued on September 5, 2014, Commissioner Florio and ALJs Darling and
Dudney proposed several modifications to the settlement agreement filed on April 3,
2014.

The Settling Parties have voluntarily agreed to adopt the proposed modifications, and
those modifications are reflected in this Agreement.

The General Recitals described in Sections 3.1 through 3.52 provide factual background
for this Agreement, and the Commission is not asked to confirm the General Recitals as
true.
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4.1.

4.2.

4.3.

Iv.
AMENDED AND RESTATED SETTLEMENT AGREEMENT TERMS AND
CONDITIONS

In consideration of the mutual obligations, promises, covenants and conditions contained
herein, the Settling Parties agree to support approval by the Commission of this
Agreement, as further described herein, and to support this Agreement in its entirety
before any regulatory agency or court of law where this Agreement, its meaning or effect
is an issue, and no Settling Party shall take or advocate for, either directly, or indirectly
through another entity, any action that would have the effect of modifying or abrogating
the terms of this Agreement.

Capital-Related Revenue Requirement for the SGRP

(a) The Capital-Related Revenue Requirement for the SGRP will be terminated as of
February 1, 2012.

(b) The Utilities shall refund to ratepayers all amounts collected in rates as the
Capital-Related Revenue Requirement for the SGRP for all periods on and after
February 1, 2012. These amounts shall be refunded per the refund mechanism set
forth in Section 4.12 of this Agreement.

(c) The Utilities will retain all amounts collected in rates as the Capital-Related
Revenue Requirements for the SGRP for periods prior to February 1, 2012.

(d) The Utilities shall not recover in rates the Net Book Value of the SGRP as of
February 1, 2012.

Base Plant

(a) The Utilities’ respective shares of Base Plant will be removed from each Utility’s
respective rate base as of February 1, 2012. The Utilities will retain all amounts
collected in rates in respect of Capital-Related Revenue Requirements for Base
Plant for periods prior to February 1, 2012.

(b) As of February 1, 2012, the Utilities will amortize Base Plant in rates as a
regulatory asset ratably over 10 years.

(1) This amortization period will begin on February 1, 2012, and will end on
February 1, 2022.

(11) The Utilities have already collected amounts in rates in respect of Capital-
Related Revenue Requirements for Base Plant for periods on and after
February 1, 2012. To the extent that these amounts collected exceed the
amounts permitted by this Agreement for periods on and after February 1,
2012, the Utilities shall refund the excess to ratepayers. These excess
amounts shall be refunded per the refund mechanism set forth in Section
4.12 of this Agreement.
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(c)

(d)

(e)

®

(2

24516122.9

During the amortization period set forth in Section 4.3(b)(i) of this Agreement,
each Utility shall earn a return on its respective share of unrecovered Base Plant,
adjusted for deferred taxes. Each Utility’s rate of return on unrecovered Base
Plant shall be calculated as the Utility’s Authorized Cost of Debt plus 50% of the
Utility’s Authorized Cost of Preferred Stock, weighted by the amount of debt and
preferred stock in the Utility’s authorized ratemaking capital structure. For the
avoidance of doubt, the rate of return on common equity shall not be considered.

(1) The methodology for computing Base Plant to adjust for deferred taxes is
illustrated in Appendix A to this Agreement.

The Settling Parties agree that the Authorized Cost of Debt and the Authorized
Cost of Preferred Stock described in Section 4.3(c) of this Agreement are floating
rates that shall vary based on the rates authorized by the Commission at any given
time.

Pursuant to the method of calculating the return on Base Plant set forth in Section
4.3(c) of this Agreement, SCE will earn a rate of return of 2.95% on unrecovered
Base Plant for the period February 1, 2012, through December 31, 2012. This
rate of return is equal to:

(1) 6.22% weighted by the amount of debt in SCE’s authorized ratemaking
capital structure; plus

(i1) 50% of 6.01% weighted by the amount of preferred stock in SCE’s
authorized ratemaking capital structure.

Pursuant to the method of calculating the return on Base Plant set forth in Section
4.3(c) of this Agreement, SCE will earn a rate of return of 2.62% on unrecovered
Base Plant for the years 2013 and 2014. This rate of return is equal to:

(1) 5.49% weighted by the amount of debt in SCE’s authorized ratemaking
capital structure; plus

(i1) 50% of 5.79% weighted by the amount of preferred stock in SCE’s
authorized ratemaking capital structure.

Pursuant to the method of calculating the return on Base Plant set forth in Section
4.3(c) of this Agreement, SDG&E will earn a rate of return of 2.75% on
unrecovered Base Plant for the period February 1, 2012, through December 31,
2012. This rate of return is equal to:

(1) 5.62% weighted by the amount of debt in SDG&E’s authorized
ratemaking capital structure; plus

(i1) 50% of 7.25% weighted by the amount of preferred stock in SDG&E’s
authorized ratemaking capital structure.
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(h)

(@)

G

Pursuant to the method of calculating the return on Base Plant set forth in Section
4.3(c) of this Agreement, SDG&E will earn a rate of return of 2.35% on
unrecovered Base Plant for the years 2013 and 2014. This rate of return is equal
to:

(1) 5.00% weighted by the amount of debt in SDG&E’s authorized
ratemaking capital structure; plus

(i1) 50% of 6.22% weighted by the amount of preferred stock in SDG&E’s
authorized ratemaking capital structure.

The Settling Parties agree that the rates of return set forth in Section 4.3(e)-(h) of
this Agreement do not reflect income taxes associated with the Utilities’ preferred
equity return. Notwithstanding that fact, the Utilities will recover all income tax
expenses associated with each Utility’s preferred equity return. Each Utility will
therefore factor in a gross-up for this income tax when calculating its revenue
requirement. This gross-up would be calculated in compliance with the
Commission’s customary practices according to decisions rendered in OII 24,
which was closed by Decision No. 84-05-036 (1984). In addition, the revenue
requirement shall include franchise fees and uncollectibles.

Notwithstanding Section 4.3(a) of this Agreement, the Utilities shall recover in
rates all property taxes paid with respect to Base Plant, including amounts paid
after February 1, 2012. To the extent rates include a forecast for these property
taxes, the recovery shall be trued up to recorded amounts.

4.4. Financing

(2)

24516122.9

At its option, each Utility may select to exclude the regulatory assets to be
amortized pursuant to this Agreement when measuring each Utility’s ratemaking
capital structure for any purpose. In other words, the regulatory assets may be
financed solely with debt, and the capital supporting these assets will not be
recognized in determining each Utility’s ratemaking capital structure, if the
Utility so chooses. If a Utility selects this option and elects to finance the
regulatory assets with debt:

(1) Except as provided in Section 4.4(a)(ii), the financing of the regulatory
assets with debt will not affect the rates of return calculated as set forth in
Section 4.3 and will not be used to establish the Utility’s cost of capital;
and

(i)  The Utility will credit ratepayers 50% of the savings reflected in the
difference between the actual cost of financing the regulatory assets and
the amount yielded by applying the rate of return calculated pursuant to
4.3(c), as the same may be updated from time to time. The Utility will
establish one or more balancing accounts to track this difference. Fifty
percent of any balance in the account shall be credited to BRRBA (for
SCE) or NGBA (for SDG&E) annually.
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(b)

In addition, if a Utility selects this option, the Settling Parties will support
exclusion, prospectively from the date of financing the regulatory assets, of the
capital financing of these regulatory assets in determining the Utility’s overall
AFUDOC rate calculation at both the CPUC and FERC.

M&S Investment

Each Utility’s respective share of the M&S Investment as of the last day of the
month prior to the Effective Date shall be amortized as a regulatory asset ratably
over the amortization period set forth for Base Plant in Section 4.3(b)(i) of this
Agreement, and shall earn a rate of return during that amortization period equal to
the rate set forth for Base Plant in Section 4.3(¢c) of this Agreement.

To the extent that the Utilities are able to sell assets associated with the M&S
Investment, and in order to incentivize the Utilities to do so, the following
incentive mechanism shall be adopted notwithstanding the terms set forth in
Section 4.5(a) of this Agreement:

(1) The Utilities shall retain their respective shares of 5% of all M&S Net
Proceeds; and

(i1) The Utilities shall credit to their ratepayers their respective shares of the
remaining 95% of all M&S Net Proceeds.

On a monthly basis, the Utilities shall distribute the ratepayers’ portion of the
proceeds of all sales of materials and supplies by providing credits to SCE’s
BRRBA and SDG&E’s NGBA.

The Settling Parties agree that the Utilities will, to the extent permitted by
applicable tax laws without penalty and CPUC action, seek reimbursement of the
M&S Investment from the Nuclear Decommissioning Trusts rather than
recovering this investment through rates. The Utilities will not amortize in rates
any portion of the M&S Investment that has been paid for by the Nuclear
Decommissioning Trusts. To the extent the Utilities are unable to obtain full
reimbursement of the M&S Investment from the trusts, the unreimbursed
investments shall be added to the regulatory asset described in Section 4.5(a) of
this Agreement (i.e., the M&S Investment) regardless of whether the inventory
associated with that asset is used by the Utilities.

Nuclear Fuel Investment

4.5.
(a)
(b)
(c)
(d)
4.6.
(a)
24516122.9

The Nuclear Fuel Investment as of the last day of the month prior to the Effective
Date shall be amortized as a regulatory asset ratably over the amortization period
set forth for Base Plant in Section 4.3(b)(i) of this Agreement.
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(b)

(©)

During the amortization period set forth in Section 4.6(a) of this Agreement, the
Utilities shall earn a rate of return on their respective shares of the unrecovered
balance of the Nuclear Fuel Investment. This rate of return shall be equal to the
cost of commercial paper (as defined in Section ZZ, 2. j of the preliminary
statement of SCE’s CPUC tariffs [or its successor] and in Section LE.3 of the
preliminary statement of SDG&E’s CPUC tariffs [or its successor]) throughout
the amortization period. The Settling Parties agree that the cost of commercial
paper may change during the amortization period. The Settling Parties further
agree that the rate that each Utility shall earn on the unrecovered balance of the
Nuclear Fuel Investment will float with the commercial paper rate throughout the
amortization period, such that each Utility will recover its actual costs of
financing the Nuclear Fuel Investment with commercial paper, as those costs are
incurred.

The Settling Parties agree that, as of the date of execution of this Agreement, SCE
still has outstanding alleged contractual obligations to purchase nuclear fuel. The
Settling Parties further agree that Fuel Cancellation Costs incurred after the last
day of the month prior to the Effective Date will be added to the regulatory asset
described in Section 4.6(a) of this Agreement (i.e., the Nuclear Fuel Investment)
as those costs are incurred.

4.7.  Incentive Mechanisms For Mitigation Of Nuclear Fuel Costs

(a)

(b)

(c)

24516122.9

To the extent that SCE is able to sell any portion of its current nuclear fuel
inventory, and in order to incentivize SCE to do so, the following incentive
mechanism shall be adopted notwithstanding the terms set forth in Section 4.6 of
this Agreement:

(1) The Utilities shall retain their respective shares of 5% of all Fuel Net
Proceeds; and

(i1) The Utilities shall credit to their ratepayers their respective shares of the
remaining 95% of all Fuel Net Proceeds.

Upon each sale of nuclear fuel, the Utilities shall distribute the ratepayers’ portion
of the Fuel Net Proceeds by reducing the amount of the regulatory asset described
in Section 4.6(a) of this Agreement (i.e., the Nuclear Fuel Investment). The effect
of this reduction to the Nuclear Fuel Investment shall be to decrease the yearly
amount of the revenue requirement for Nuclear Fuel Investment. This reduction
to the regulatory asset shall not affect the amortization period for Base Plant
described in Section 4.3(b)(i) of this Agreement.

To the extent that SCE, as Operating Agent on its own behalf and on behalf of
SDG&E, is able to minimize the Fuel Cancellation Costs incurred after the date of
execution of this Agreement, and in order to incentivize SCE to do so, the
following incentive mechanism applicable to the Utilities shall be adopted
notwithstanding the terms set forth in Section 4.6 of this Agreement:
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48. CWIP

(a)

24516122.9

(@)

(i)

The regulatory asset described in Section 4.6(a) of this Agreement (i.e.,
the Nuclear Fuel Investment) shall be increased by 5% of the difference
between:

(A)  The sum of all amounts stated as SCE’s purchase obligations (as
Operating Agent on its own behalf and on behalf of SDG&E) in
outstanding nuclear fuel contracts, on the one hand; and

(B)  SCE’s total recorded Fuel Cancellation Costs (as Operating Agent
on its own behalf and on behalf of SDG&E), on the other hand.

The Utilities shall each establish a memorandum account to determine the
yearly amount of the incentive described in Section 4.7(c)(i). In order to
account for all recorded costs and cancelled obligations since January 31,
2012, each Utility shall establish this memorandum account as of January
31, 2012. Every time SCE cancels a nuclear fuel contract (or is otherwise
relieved from its obligations thereunder), the Utilities shall record a
positive value in this memorandum account equal to the amount stated in
the contract as SCE’s purchase obligation. The Utilities shall also record
all Fuel Cancellation Costs, as they are incurred, as negative values in this
account. If there is a negative balance in either Utility’s account at the end
of a given year, the negative balance will be carried over to the next year.
If there is a positive balance in either Utility’s account at the end of a
given year, the Utility shall increase the regulatory asset described in
Section 4.6(a) of this Agreement (i.e., the Nuclear Fuel Investment) by 5%
of this balance. The effect of any increase to the regulatory asset pursuant
to this incentive mechanism shall be to increase the yearly amount of the
revenue requirement for Nuclear Fuel Investment. This increase to the
regulatory asset shall not affect the amortization period for Base Plant
described in Section 4.3(b)(i) of this Agreement. Positive balances shall
not carry over from one year to the next; instead, the account balance shall
be reset to zero on the first of the year following any increase to the
regulatory asset pursuant to this Section of the Agreement.

The Utilities will recover in rates the full amounts recorded as SONGS-related
CWIP, including the full amounts of both Cancelled CWIP and Completed CWIP.
The CWIP balance shall be recovered as follows:

(@)

For Cancelled CWIP:

(A)  An AFUDC amount for the Cancelled CWIP balance will be
applied from the date of the first recorded amount of Cancelled
CWIP until January 31, 2012. The AFUDC rate shall be equal to
the authorized AFUDC rate in effect at the time.
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(i)

(B)

©)

(D)

The AFUDC amount, as calculated in Section 4.8(a)(1)(A) of this
Agreement, shall be added to the balance for Cancelled CWIP.

The Cancelled CWIP balance (including the AFUDC amount) as
of the last day of the month prior to the Effective Date shall be
amortized as a regulatory asset ratably over the amortization period
set forth for Base Plant in Section 4.3(b)(i) of this Agreement.

During the amortization period set forth in Section 4.8(a)(i)(C) of
this Agreement, the Cancelled CWIP balance (plus all accumulated
AFUDC), adjusted for deferred taxes if applicable, shall earn a rate
of return equal to the rate set forth for Base Plant in Section 4.3(c)
of this Agreement.

For Completed CWIP:

(A)

(B)

©

(D)

An AFUDC amount for the Completed CWIP balance will be
applied from the date of the first recorded amount of Completed
CWIP until the last day of the month prior to the Effective Date.
The AFUDC rate will be as follows:

(1) For the period from the date of the first recorded amount of
Completed CWIP until January 31, 2012, the AFUDC rate
shall be equal to the authorized AFUDC rate in effect at the
time.

(2) For the period from February 1, 2012, until the date on
which the associated asset was placed into service or the
Effective Date (whichever is earlier) , the AFUDC rate
shall be equal to the rate set forth for Base Plant in Section
4.3(c) of this Agreement.

The AFUDC amount, as calculated in Section 4.8(a)(ii)(A) of this
Agreement, shall be added to the balance for Completed CWIP.

The Completed CWIP balance (including all accumulated
AFUDC) as of the last day of the month prior to the Effective Date
shall be amortized as a regulatory asset ratably starting on the date
on which the associated asset was placed into service or the
Effective Date (whichever is earlier) and ending on February 1,
2022.

During the amortization period set forth in Section 4.8(a)(i1)(C) of
this Agreement, the Completed CWIP balance (plus all
accumulated AFUDC), adjusted for deferred taxes if applicable,
shall earn a rate of return equal to the rate set forth for Base Plant
in Section 4.3(c) of this Agreement
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(b)

The Settling Parties agree that the Utilities will, to the extent permitted by
applicable tax laws without penalty and CPUC action, seek reimbursement of
Completed CWIP that enters service after June 7, 2013, as expenses from the
Nuclear Decommissioning Trusts rather than recovering this investment through
rates. The Ultilities will not amortize in rates any portion of the Completed CWIP
balance that has been paid for by the Nuclear Decommissioning Trusts.

4.9. O&M and other costs

(a)

(b)

(©)

(d)

24516122.9

The Utilities will retain all rate revenue collected for 2012 pursuant to the revenue
requirement for SONGS base O&M (100% share) provisionally authorized in
Decision No. 12-11-051, which adopted SCE’s Test Year 2012 General Rate Case
application, and in Decision No. 13-05-010, which adopted SDG&E’s Test Year
2012 General Rate Case application.

(1) The Utilities may apply 2012 revenues to defray base O&M costs
recorded in their respective SONGSOMA for 2012, as well as costs
recorded in their respective SONGSOMA for 2012 associated with
severance of employees at SONGS or resulting from the permanent shut
down at SONGS.

(i1) The Utilities may also apply 2012 revenues to defray Incremental
Inspection and Repair Costs recorded in their respective SONGSOMA for
2012, except that the Utilities shall not be allowed to recover in rates any
Incremental Inspection and Repair Costs incurred in 2012 in excess of the
revenue requirement for base O&M costs (100% share) provisionally
authorized in Decision No. 12-11-051 and Decision No. 13-05-010.

(ii1)  Provided however, if applicable, SDG&E will refund any amount of
provisionally authorized O&M in excess of total recorded O&M costs
incurred in 2012 invoiced by SCE.

Subject to the following two sentences, SCE will retain all SONGS-related rate
revenue collected pursuant to the revenue requirement for Non-O&M Expenses
provisionally authorized in Decision No. 12-11-051 for calendar year 2012.
Notwithstanding the foregoing, SCE will refund to ratepayers any such SONGS-
related rate revenues collected in 2012 pursuant to Decision No. 12-11-051 that
exceed 2012 recorded Non-O&M Expenses by more than $10 million. Any
amount to be refunded pursuant to this Section of the Agreement shall be
refunded per the refund mechanism set forth in Section 4.12 of this Agreement.

For calendar year 2012, SDG&E will retain rate revenue sufficient to defray all
recorded Non-O&M Expenses.

For calendar year 2012, the Utilities will retain rate revenue sufficient to defray
all recorded Non-O&M Balancing Account Expenses.
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(&)

(h)
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Provided that the sum of the amounts listed in Sections 4.9(e)(i)-(iii) of this
Agreement does not exceed the revenue requirement for each Utility’s respective
share of SONGS base O&M costs provisionally authorized for the year 2013
pursuant to Decision Nos. 12-11-051 and 13-05-010, the Utilities will retain rate
revenue sufficient to defray:

(1) All base O&M costs recorded in 2013;

(i1))  All costs associated with severance of employees at SONGS or resulting
from the permanent shut down at SONGS recorded in 2013; and

(ii1))  All Incremental Inspection and Repair Costs recorded in 2013.

If the revenue requirement for each Utility’s respective share of SONGS base
O&M costs provisionally authorized for the year 2013 pursuant to Decision Nos.
12-11-051 and 13-05-010 exceeds the sum of the amounts set forth in Sections
4.9(e)(1)-(ii1) of this Agreement, the Utilities shall refund to ratepayers the
difference between the amounts provisionally authorized and the sum of the
recorded amounts in Sections 4.9(e)(i)-(iii). Likewise, if the Utilities recover any
portion of the recorded amounts in Sections 4.9(e)(1)-(iii) through the Nuclear
Decommissioning Trusts, those portions shall also be refunded to ratepayers.
These amounts shall be refunded per the refund mechanism set forth in Section
4.12 of this Agreement.

For calendar year 2013, the Utilities will retain rate revenue sufficient to defray
all recorded SONGS-related non-O&M expenses (including both Non-O&M
Expenses and Non-O&M Balancing Account Expenses). The Utilities shall also
seek recovery of these recorded amounts through the Nuclear Decommissioning
Trusts to the extent permitted by applicable tax laws without penalty and CPUC
action. If the revenue requirement for each Utility’s respective share of SONGS-
related non-O&M expenses provisionally authorized for the year 2013 pursuant to
Decision Nos. 12-11-051 and 13-05-010 exceeds the amount of each Utility’s
respective recorded SONGS-related non-O&M expenses in 2013, the Utilities
shall refund to ratepayers the difference between the amounts provisionally
authorized and the amounts recorded. Likewise, if the Utilities recover any
portion of their SONGS-related non-O&M expenses recorded in 2013 through the
Nuclear Decommissioning Trusts, those portions shall also be refunded to
ratepayers. Any amount to be refunded pursuant to this Section of the Agreement
shall be refunded per the refund mechanism set forth in Section 4.12 of this
Agreement.

Each Utility shall file one or more applications for the Commission to conduct a
reasonableness review of recorded 2014 SONGS-related O&M or non-O&M
expenses (including both Non-O&M Expenses and Non-O&M Balancing
Account Expenses), whether recovered in general rates or from the Nuclear
Decommissioning Trusts.
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If the revenue requirement for each Utility’s respective share of SONGS-related
O&M and non-O&M expenses provisionally authorized for the year 2014
pursuant to Decision Nos. 12-11-051 and 13-05-010 exceeds the amount of each
Utility’s respective recorded SONGS-related O&M and non-O&M expenses in
2014, the Utilities shall refund to ratepayers the difference between the amounts
provisionally authorized and the amounts recorded. Likewise, if the Utilities
recover any portion of their SONGS-related O&M or non-O&M expenses
recorded in 2014 through the Nuclear Decommissioning Trusts, and/or if the
CPUC disallows any such expenses, those portions shall also be refunded to
ratepayers. Section 4.9(j) of this Agreement sets forth the procedure that each
Utility shall use to determine the amount of any refunds pursuant to this Section
of the Agreement.

In order to determine the amount of any refunds based on the difference between
recorded and provisionally authorized expenses under Section 4.9(1) of this
Agreement, each Utility shall use the following procedure:

(1) On the last day of the month prior to the Effective Date, each Utility shall
calculate the difference between recorded and provisionally authorized
amounts of SONGS-related O&M and non-O&M expenses during the
time period from January 1, 2014, until the last day of available recorded
cost data in 2014. If the provisionally authorized revenue requirement for
such costs during this time period exceeds the recorded amount of such
costs during this time period, the Utilities shall refund to ratepayers the
difference between the amounts provisionally authorized and the amounts
recorded, with such refund to be effectuated per the refund mechanism set
forth in Section 4.12 of this Agreement.

(i1) On the last day of the month prior to the Effective Date, each Utility shall
also calculate a forecast of SONGS-related O&M and non-O&M expenses
for the time period from the last day of available recorded cost data in
2014 until December 31, 2014. If the provisionally authorized revenue
requirement for such costs during this time period exceeds the forecasted
amounts of such costs during this time period, the Utilities shall refund to
ratepayers the difference between the amounts provisionally authorized
and the amounts forecasted as the excess revenue is received, with such
refund to be effectuated as a credit to SCE’s ERRA account and SDG&E’s
NGBA.

(i)  In the first quarter of 2015, each Utility shall calculate the difference
between recorded and forecasted amounts of SONGS-related O&M and
non-O&M expenses during the time period set forth in Section 4.9(j)(ii) of
this Agreement. If the forecasted revenue requirement for such costs
during this time period exceeds the recorded amounts of such costs during
this time period, the Utilities shall refund to ratepayers the difference
between the amounts forecasted and the amounts recorded, with such
refund to be effectuated as a credit to SCE’s ERRA and SDG&E’s NGBA.
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(m)

If, on the other hand, the recorded amounts exceed the forecasted revenue
requirement, the Utilities shall recover the difference between the amounts
forecasted and the amounts recorded from ratepayers via a debit to SCE’s
ERRA account and SDG&E’s NGBA.

(iv)  On the last day of the month following a CPUC decision authorizing the
Utilities to recover any portion of their SONGS-related O&M or non-
O&M expenses recorded in 2014 through the Nuclear Decommissioning
Trusts, and/or of a decision disallowing any such costs, the Utilities shall
effectuate a refund of such amounts per the refund mechanism set forth in
Section 4.12 of this Agreement.

In determining the provisionally authorized revenue requirement for Non-O&M
Expenses pursuant to Sections 4.9(b), 4.9(g), 4.9(1), and 4.9(j) of this Agreement,
the Utilities shall utilize a formula agreeable to all Settling Parties for allocating
company-wide expenses to SONGS, which will be described in the Utilities’ Tier
2 Advice Letters filed pursuant to Section 6.1.

The Utilities will recover all recorded O&M costs incurred in connection with the
U2C17 RFO.

Except as expressly provided in this Agreement, the O&M and other costs that the
Utilities are entitled to retain pursuant to Section 4.9 of this Agreement shall not
be subject to any disallowance, refund, or any form of reasonableness review by
the Commission.

4.10. Market Power Purchases

(2)

(b)

24516122.9

The Utilities will recover in rates the full amount of any costs designated as
SONGS “replacement power costs,” SONGS “replacement energy costs,” or “net
SONGS costs” incurred to purchase power in the market from January 1, 2012,
until the last day of the month prior to the Effective Date.

The Utilities will recover in rates the entire SONGS-related portion of the under-
collected balance in each Utility’s respective ERRA account as of the last day of
the month prior to the Effective Date, subject to normal CPUC compliance review
in the ERRA docket (i.e., review of the Utilities’ Quarterly Compliance Reports
and compliance with the Least-Cost Dispatch Standard). Subject to such review,
the SONGS-related under-collected balances in each Utility’s respective ERRA
accounts shall be amortized over a period beginning on the first day of the month
(or the nearest date practicable) following the Effective Date and ending no later
than December 31, 2015. Although nothing in this Agreement shall limit TURN,
ORA, FOE, or CUE’s ability to challenge the eligibility of the non-SONGS-
related portion of either Utility’s under-collected ERRA balance for cost
recovery, neither TURN, ORA, FOE, or CUE shall oppose either Utility’s request
to amortize by December 31, 2015 any portion of the under-collected balance
found by the CPUC to be eligible for recovery.
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(c)

(d)

The Commission shall not impose any disallowance, on either of the Utilities, of
any of the Utilities’ costs incurred to purchase power in the market as a result of
the non-operation of SONGS. None of the Settling Parties will advocate before
the Commission or any other judicial, legislative, or administrative body for any
disallowance of past or future costs incurred by the Utilities to purchase power in
the market as a result of the non-operation of SONGS.

No future adjustments or disallowances to the Utilities’ ERRA accounts shall be
made as a result of the non-operation of SONGS. This limitation includes
foregone revenues; there will be no future adjustments or disallowances to the
Utilities’ ERRA accounts as a result of foregone sales of SONGS output. No
Settling Party shall object in an ERRA or other Commission proceeding to the
Utilities’ showing on the grounds that the applied-for purchased power-related
expenses were related to the non-operational status of SONGS.

4.11. SONGS Litigation Balance

(a)

24516122.9

The SONGS Litigation Balance shall be determined by netting SONGS Litigation
Costs from SONGS Litigation Recoveries. The mechanism for netting SONGS
Litigation Costs from SONGS Litigation Recoveries shall be to establish
memorandum accounts. In order to account for all recorded costs booked since
January 31, 2012, each Utility shall establish memorandum accounts as of
January 31, 2012. Each Ultility shall establish the following memorandum
accounts (or sub-accounts):

(1) Each Utility shall establish one memorandum account for netting costs and
recoveries related to NEIL (the “NEIL Memorandum Account”). Every
year, the Utilities shall record all SONGS Litigation Costs related to
pursuing recovery and planning to pursue recovery from NEIL and all
SONGS Litigation Recoveries received from NEIL in this memorandum
account.

(i1) Each Utility shall establish one memorandum subaccount to record the
SONGS Litigation Balance attributable to the NEIL Outage Policy (the
“NEIL Outage Memorandum Subaccount”).

(iii)  Each Utility shall establish one memorandum subaccount to record the
SONGS Litigation Balance attributable to all other recoveries from NEIL
(the “NEIL Other Recoveries Memorandum Subaccount”).

(iv)  Each Utility shall establish one memorandum account for netting costs and
recoveries related to Mitsubishi (the “Mitsubishi Memorandum Account”).
Every year, the Utilities shall record all SONGS Litigation Costs related to
pursuing recovery and planning to pursue recovery from Mitsubishi and
all SONGS Litigation Recoveries received from Mitsubishi in this
memorandum account.
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(b)

(c)

24516122.9

If there is a positive balance (i.e., SONGS Litigation Costs in excess of SONGS
Litigation Recoveries) in any memorandum account at the end of a given year, the
positive balance will be carried over to the next year. If there is a negative
balance (i.e., SONGS Litigation Costs are less than SONGS Litigation
Recoveries) in any memorandum account as of December 31, 2014, or at the end
of any subsequent year, each Utility shall distribute to ratepayers their portion of
the SONGS Litigation Recoveries as determined by the sharing formula in
Section 4.11(c) of this Agreement. These amounts shall be distributed to
ratepayers pursuant to the distribution method set forth in Section 4.11(d) of this
Agreement. The Utilities’ portion of the SONGS Litigation Recoveries, as
determined by the sharing formula in Section 4.11(c) of this Agreement, shall be
retained by the Utilities at the time the ratepayers’ portions are distributed.
Negative balances shall not carry over from one year to the next; instead, the
account balance shall be reset to zero on the first of the year following any
distribution of SONGS Litigation Recoveries pursuant to this Section of the
Agreement.

The SONGS Litigation Balance shall be shared between the Utilities and the
ratepayers according to the following formulas:

(1) The negative balance in the NEIL Memorandum Account will be
transferred to the NEIL Outage Memorandum Subaccount and the NEIL
Other Recoveries Memorandum Subaccount, reflecting the allocation of
SONGS Litigation Recoveries between the NEIL Outage Policy and other
recoveries from NEIL.

(i1) The negative balance in the NEIL Outage Memorandum Subaccount shall
be shared as follows:

(A)  The Utilities shall retain 5% of the balance
(B)  The Utilities shall distribute to ratepayers 95% of the balance

(ii1))  The negative balance in the NEIL Other Recoveries Memorandum
Subaccount shall be shared as follows:

(A)  The Utilities shall retain 17.5% of the balance
(B)  The Utilities shall distribute to ratepayers 82.5% of the balance

(iv)  The negative balance in the Mitsubishi Memorandum Account shall be
shared as follows:

(A)  The Utilities shall retain 50% of the balance

B The Utilities shall distribute to ratepayers 50% of the balance
( pay:
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(d) Any amounts to be distributed to ratepayers pursuant to Section 4.11(b) of this
Agreement shall be distributed pursuant to the following distribution mechanism:

(1) The ratepayers’ portion of the SONGS Litigation Balance recovered from
NEIL shall be distributed to ratepayers via a credit to each Utility’s
respective ERRA account.

(11) The first $282 million of SONGS Litigation Balance recovered from
Mitsubishi that is distributed to SCE ratepayers pursuant to Section
4.11(b) of this Agreement shall be distributed via a credit to SCE’s
BRRBA.

(ii1))  The first $71 million of SONGS Litigation Balance recovered from
Mitsubishi that is distributed to SDG&E ratepayers pursuant to Section
4.11(b) of this Agreement shall be distributed via a credit to SDG&E’s
NGBA.

(iv)  The ratepayers’ portion of any further SONGS Litigation Balance
recovered from Mitsubishi shall be distributed to ratepayers as follows:

(A)  First, by reducing the regulatory assets described in Sections
4.3(b), 4.8(a), 4.5(a), and 4.6(a) of this Agreement, in the order
listed. The effect of the reduction to these regulatory assets shall
be to decrease the yearly amount of the revenue requirement for
each regulatory asset. This reduction to regulatory assets shall not
affect the amortization period for the regulatory assets described in
Sections 4.3(b), 4.8(a), 4.5(a), and 4.6(a) of this Agreement.

(B)  Second, any remaining amounts shall be distributed via a credit to
SCE’s BRRBA and SDG&E’s NGBA.

(e) In consideration of the Utilities retaining SONGS Litigation Recoveries to the
extent of the SONGS Litigation Costs, the Utilities shall remove all SONGS
Litigation Costs booked in the memorandum accounts described in Section
4.11(a) of this Agreement from the recorded costs used to develop future general
rate case forecasts. Nothing in this Agreement shall preclude the Settling Parties
from making any arguments in either Utility’s general rate cases regarding costs
used to develop general rate case forecasts.

63) In consideration of the sharing of net SONGS Litigation Recoveries, the Utilities
shall have complete discretion to settle, compromise, or otherwise resolve claims
against NEIL and/or Mitsubishi in any manner and whenever the Utilities
determine, in the exercise of their business judgment, without prior or subsequent
review or approval, disapproval, or disallowance by the CPUC or any parties to
this OIl, except as provided in 4.11(g)(i1)(y).

(2) The Utilities shall promptly notify the CPUC of any such settlement, compromise,
or other resolution of their claims against NEIL or MHI, provided, however, that:
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4.12.

4.13.

4.14.

(1) The Utilities may provide such notification in a manner that preserves the
confidentiality thereof insofar as may be reasonably necessary to further
the Utilities’ flexibility to settle, compromise, or otherwise resolve such
claims; and

(i1) The CPUC shall not review the reasonableness or prudence of the
Utilities’ litigation, settlement, compromise, or other resolution of such
claims and shall not impose any ratemaking adjustment in respect of such
claims except (x) as expressly provided in this Agreement, and (y) the
CPUC may review SONGS Litigation Costs to ensure they are not
exorbitant in relation to the recovery obtained.

(h) The Utilities shall each use their best efforts to provide all Settling Parties with
advance notice of any such settlement, compromise, or other resolution of their
claims against NEIL or MHI, to the extent possible under the circumstances and
the terms of any agreement with NEIL or MHI, before the Utilities notify the
CPUC or otherwise make public the agreement.

(1) The Utilities shall submit to the CPUC documentation of any final resolution of
third-party litigation and documentation of SONGS Litigation Costs. The
Utilities may submit such documentation subject to Public Utilities Code §583.
Further, the Utilities are not required to submit privileged documents. The CPUC
may review such documents to ensure that ratepayer credits are accurately
calculated, and to ensure that the SONGS Litigation Costs are not exorbitant in
relation to the recovery obtained.

Any amounts that the Utilities may be required to refund to ratepayers pursuant to
Sections 4.2(b), 4.3(b)(i1), 4.9(b), 4.9(f), 4.9(g), 4.9(j)(1), and 4.9(j)(iv) of this Agreement
shall be refunded via a reduction to each Utility’s respective under-collected ERRA
balance as of the last day of the month prior to the Effective Date. This refund
mechanism shall not change the amortization period set forth in Section 4.10(b) of this
Agreement.

For the period from the first day of the month of the Effective Date to December 31,
2014, the difference between the Capital-Related Revenue Requirement for SONGS
assets provisionally authorized in Decision No. 12-11-051 and the revenue requirement
for Base Plant, CWIP, M&S and Nuclear Fuel Investment shall be credited to each
Utility’s respective ERRA account. To the extent the difference referenced in the prior
sentence is calculated based on a forecast, a true-up will be recorded in ERRA in the first
quarter of 2015 to reflect the actual difference. For the period from January 1, 2015 to
the date of Utility implements new base rates pursuant to its next GRC decision, such
difference will be credited to ERRA (for SCE) and NGBA (for SDG&E).

Except as expressly provided in this Agreement, all costs recorded in SCE’s SONGSMA,
SDG&E’s SONGSBA, and both Utilities’ SONGSOMA shall be recovered in rates and
shall not be subject to any disallowance, refund, or any form of reasonableness review by
the Commission.
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4.15. Because this Agreement provides a ratemaking disposition for all costs recorded in SCE’s
SONGSMA, SDG&E’s SONGSBA, and both Utilities” SONGSOMA, these
memorandum accounts will not be necessary after the last day of the month prior to the
Effective Date and will be terminated by the Utilities as of that day.

4.16. Greenhouse Gas (GHG) Research: Subject to the Commission’s approval of the

Agreement,

(a)

(b)

(©)

(d)

(e)

®

As part of their philanthropic programs, each of SCE and SDG&E agree to work
with the University of California Energy Institute (or other existing UC entity, on
one or more campuses, engaged in energy technology development) to create a
Research, Development, and Demonstration (RD&D) program, whose goal would
be to deploy new technologies, methodologies, and/or design modifications to
reduce GHG emissions, particularly at current and future generating plants in
California.

The RD&D program will operate for up to five years following the Commission’s
approval of the Tier 2 Advice Letter described in section 4.16(e).

SCE will pledge and donate $4 million annually for five years, and SDG&E will
pledge and donate $1 million annually for five years, so that the total amounts
donated will be $5 million annually for five years. All such donations will be
from shareholder funds.

Within 60 days of the Effective Date, the Utilities commit to host a meeting with
UC representatives and other interested parties with the goal of crafting a Program
Implementation Plan (PIP). The Commission’s Energy Division shall provide
support in coordinating the meeting.

Within 30 days thereafter, the Utilities shall jointly file, and serve, a PIP via a Tier
2 Advice Letter that describes the process for implementation, a proposed
schedule and budget, and expected results, applications, and demonstrations.

The Utilities will file, and serve, an annual report to the Energy Division to
apprise the Commission of the program’s progress towards beta testing of
developed technologies, methodologies, and/or design changes.

4.17. Resolution of Consolidated Proceedings

(2)

(b)

24516122.9

The Settling Parties intend for this Agreement to resolve the OII and all
Consolidated Proceedings in their entirety. The Settling Parties agree that the
Consolidated Proceedings should be resolved as follows in this section of the
Agreement

A. 13-03-005

(1) The Settling Parties agree that SCE’s testimony in support of A. 13-03-
005 conclusively established that the total cost of the SGRP was $612.1
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(c)

(d)

(e)

24516122.9

(i)

(iii)

million in 2004 dollars (100% share). The Settling Parties shall not take
the position, in any proceeding whatsoever, that SCE spent more than
$612.1 million (100% share, 2004$) on the SGRP.

The Settling Parties agree that SCE’s testimony in support of A. 13-03-
005 utilized appropriate inflation indexes to deflate the total cost of the
SGRP from nominal dollars to 2004 dollars. This includes the use of the
Handy-Whitman index for fabrication and construction costs and the
Commission-approved nuclear decommissioning burial escalation rates for
burial costs. The Settling Parties shall not take the position, in any
proceeding whatsoever, that SCE used inappropriate inflation indexes in
its testimony in support of A. 13-03-005.

Because this Agreement provides a ratemaking disposition for all costs
described in A. 13-03-005, no further reasonableness review is required.
The Settling Parties shall jointly request that the Commission allow SCE
to retain all rate revenues collected from customers for the SGRP prior to
February 1, 2012, as a resolution of A. 13-03-005.

A. 13-03-014

(@)

(i)

The provisions set forth in Section 4.16(b)(1)-(ii) are incorporated herein
as though set forth in their entirety.

Because this Agreement provides a ratemaking disposition for all costs
described in A. 13-03-014, no further reasonableness review is required.
The Settling Parties shall jointly request that the Commission allow
SDG&E to retain all rate revenues collected from customers for the SGRP
prior to February 1, 2012, as a resolution of A. 13-03-014.

A.13-01-016

(@)

(i)

(iii)

The Settling Parties agree that the costs recorded in SCE’s SONGSMA
during the year 2012 were reasonable and prudent to the extent this
Agreement provides that SCE shall recover such costs.

None of the Settling Parties will take the position, in any proceeding
whatsoever, that any of the costs recorded in SCE’s SONGSMA during
2012 were unreasonable, or should be disallowed, except to the extent that
this Agreement provides that such costs be refunded to ratepayers.

Because this Agreement provides a ratemaking disposition for all costs
described in A. 13-01-016, no further reasonableness review is required.
The Settling Parties shall jointly request that the Commission grant A. 13-
01-016 to the extent that this Agreement provides for rate recovery of the
costs recorded in SCE’s SONGSMA during 2012.

A. 13-03-013
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(@)

(i)

(iii)

The Settling Parties agree that the costs recorded in SDG&E’s SONGSBA
during the year 2012 were reasonable and prudent to the extent this
Agreement provides that SDG&E shall recover such costs.

None of the Settling Parties will take the position, in any proceeding
whatsoever, that any of the costs recorded in SDG&E’s SONGSBA during
2012 were unreasonable, or should be disallowed, except to the extent that
this Agreement provides that such costs be refunded to ratepayers.

Because this Agreement provides a ratemaking disposition for all costs
described in A. 13-03-013, no further reasonableness review is required.
The Settling Parties shall jointly request that the Commission grant A. 13-
03-013 to the extent that this Agreement provides for rate recovery of the
costs recorded in SDG&E’s SONGSBA during 2012.

4.18. In light of this Agreement, the Settling Parties urge the CPUC to withdraw the November
19, 2013, Proposed Decision on Phase 1 and Phase 1A issues.

\Y%

GENERAL PROVISIONS AND RESERVATIONS

5.1.  The Settling Parties shall use their best efforts to obtain Commission Approval.
Following execution of this Agreement, the Settling Parties shall:

(a)

(b)

(©)

(d)

(e)

24516122.9

Jointly file a motion requesting that the Commission:

(@)
(i)

(iii)

Approve the Agreement in its entirety without change;

Find the Agreement to be reasonable in light of the whole record,
consistent with law, and in the public interest; and

Expedite its consideration and approval of the Agreement in order to
provide the benefits of the Agreement as soon as possible.

Support and mutually defend this Agreement in its entirety until the Commission
has issued final approval of the Agreement.

Oppose any modifications to this Agreement proposed by any non-settling party
to the OII, unless all Settling Parties jointly agree to support such modification.

Cooperate reasonably on all submissions, including briefs, necessary to achieve
Commission Approval of the Agreement.

Review any Commission orders regarding this Agreement to determine if the
Commission has changed or modified this Agreement, deleted a term, or imposed
a new term in this Agreement. If any Settling Party is unwilling to accept such
change, modification, deletion, or addition of a new term, that Settling Party shall
so notify the other Settling Parties within 15 days of issuance of the order by the
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5.2.

5.3.

5.4.

5.5.

5.6.

5.7.

5.8.

5.9.

Commission. The Settling Parties shall thereafter promptly discuss each change,
modification, deletion, or new term to this Agreement found unacceptable and
negotiate in good faith to achieve a resolution acceptable to all Settling Parties
and promptly seek Commission approval of the resolution so achieved. Failure to
resolve such change, modification, deletion, or new term to this Agreement to the
satisfaction of all Settling Parties within 15 days of notification, or to obtain
Commission approval of such resolution promptly thereafter, shall entitle any
Settling Party to terminate this Agreement through prompt notice to all other
Settling Parties.

In accordance with Rule 12.5, the Settling Parties intend that Commission adoption of
this Agreement will constitute a complete resolution of this OII and will have the effect
set forth in Rule 12.5 of the Commission’s Rules of Practice and Procedure.

Since this Agreement represents a compromise by them, the Settling Parties have entered
into each stipulation contained in this Agreement on the basis that the stipulation not be
construed as an admission or concession by any Settling Party regarding any fact or
matter of law at issue in this proceeding. Should this Agreement not be approved in its
entirety by the Commission, the Settling Parties reserve all rights to take any position
whatsoever with respect to any fact or matter of law at issue in the OII.

The Settling Parties agree that no signatory to this Agreement or any employee thereof
assumes any personal liability as a result of this Agreement.

If any Settling Party fails to perform its respective obligations under this Agreement, any
other Settling Party may come before the Commission to pursue a remedy including
enforcement.

The provisions of this Agreement are not severable. If the Commission, or any court of
competent jurisdiction, overrules or modifies as legally invalid any material provision of
this Agreement, the Agreement may be considered rescinded, at the discretion of any of
the Settling Parties, as of the date such ruling or modification becomes final.

The Settling Parties acknowledge and stipulate that they are agreeing to this Agreement
freely, voluntarily, and without any fraud, duress, or undue influence by any other party.
Each Settling Party hereby states that, through its authorized representatives, it has read
and fully understands its rights, privileges, and duties under this Agreement, including
each Settling Party’s right to discuss this Agreement with its legal counsel and has
exercised those rights, privileges, and duties to the extent deemed necessary.

In executing this Agreement, each Settling Party declares and mutually agrees that the
terms and conditions herein are reasonable, consistent with the law, and in the public
interest.

This Agreement constitutes the Settling Parties’ entire agreement on the subject matters
addressed herein, which cannot be amended or modified without the express written and
signed consent of all the Settling Parties hereto.
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5.10.

5.11.

5.12.

5.13.

5.14.

5.15.

None of the provisions of this Agreement shall be considered waived by any Settling
Party unless such waiver is given in writing. The failure of a Settling Party to insist in any
one or more instances upon strict performance of any of the provisions of this Agreement
or to take advantage of any of their rights hereunder shall not be construed as a waiver of
any such provisions or the relinquishment of any such rights for the future, but the same
shall continue and remain in full force and effect.

No Settling Party has relied, or presently relies, upon any statement promise, or
representation by any other Settling Party, whether oral or written, except as specifically
set forth in this Agreement. Each Settling Party expressly assumes the risk of any mistake
of law or fact made by such Settling Party or its authorized representative in entering into
this Agreement.

This Agreement may be executed in up to four separate counterparts by the different
Settling Parties hereto with the same effect as if all Settling Parties had signed one and
the same document. All such counterparts shall be deemed to be an original and shall
together constitute one and the same Agreement.

This Agreement shall become effective and binding on the Settling Parties as of the
Effective Date. However, the provisions of Section 5.1 of this Agreement shall impose
obligations on the Settling Parties immediately upon the execution of this Agreement by
all of the Settling Parties.

This Agreement shall be governed by the laws of the State of California as to all matters,
including but not limited to, matters of validity, construction, effect, performance, and
remedies.

To the extent this Agreement requires that any Settling Party provide notice to any other
Settling Party, such notice shall be in writing and directed to the signatories to this
agreement.

VI

IMPLEMENTATION OF AMENDED AND RESTATED SETTLEMENT AGREEMENT

6.1.

6.2.

Within 30 days of the Effective Date, the Utilities shall file revised tariff sheets to
implement the revenue requirement, accounting procedures, and charges authorized in
this Agreement and to incorporate the relevant findings and conclusions of the decision
adopting this Agreement. The revised tariff sheets shall become effective on filing,
subject to a finding of compliance by the Energy Division, and shall comply with General
Order 96-B. Notwithstanding any of the figures set forth in Sections 3.36 — 3.48 of this
Agreement, ORA and TURN have the prerogative to review and validate any amounts
used by the Utilities to implement the revenue requirement, accounting procedures, and
charges authorized in this Agreement, to meet and confer with the Utilities to resolve any
concerns, and to protest the advice letters if such concerns are not resolved to their
satisfaction.

The Utilities shall file Tier 2 Advice Letters (which may be combined with Tier 2 Advice
Letters proposing consolidated rate changes pursuant to the Utilities’ respective General
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Rate Case decisions) to implement changes to their respective revenue requirements,
including implementation of changes pursuant to Sections 4.2, 4.3, 4.5, and 4.6 — 4.13
consistent with the terms of this Agreement.

6.3.  The Utilities shall include in the filing of the revised tariff sheets (pursuant to Section
6.1) and the Tier 2 Advice Letters (pursuant to Section 6.2), a description of the agreed-
upon formula referred to in Section 4.9(k) for allocating company-wide expenses to
SONGS. The Utilities shall also include, in the filing of the revised tariff sheets
(pursuant to Section 6.1) and the Tier 2 Advice Letters (pursuant to Section 6.2),
documentation of any revised calculations of the revenue requirement for CWIP referred
to in Section 4.8 based on changes in the Authorized Cost of Debt and Authorized Cost
of Preferred Stock.

VIIL.
EXECUTION

IN WITNESS WHEREOF, the Settling Parties have duly executed this Agreement. This
Agreement is executed in six counterparts, each of which shall be deemed an original. The
undersigned represent that they are authorized to sign on behalf of the party represented.

SOUTHERN CALIFORNIA EDISON SAN DIEGO GAS & ELECTRIC
COMPANY COMPANY

B)g/ Zrm(/é/ /ZZMP By:

Title: S&\/\ cor Ve 2 QPQ“V‘F Title: SVP Finance, Regulatory & Legislative

Date: G =2%-20]4 Affairs

Date:
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Rate Case decisions) to implement changes to their respective revenue requirements,
including implementation of changes pursuant to Sections 4.2, 4.3, 4.5, and 4.6 —4.13
consistent with the terms of this Agreement.

6.3.  The Utilities shall include in the filing of the revised tariff sheets (pursuant to Section
6.1) and the Tier 2 Advice Letters (pursuant to Section 6.2), a description of the agreed-
upon formula referred to in Section 4.9(k) for allocating company-wide expenses to
SONGS. The Utilities shall also include, in the filing of the revised tariff sheets
(pursuant to Section 6.1) and the Tier 2 Advice Letters (pursuant to Section 6.2),
documentation of any revised calculations of the revenue requirement for CWIP referred
to in Section 4.8 based on changes in the Authorized Cost of Debt and Authorized Cost
of Preferred Stock.

VIIL
EXECUTION

IN WITNESS WHEREOF, the Settling Parties have duly executed this Agreement. This
Agreement is executed in six counterparts, each of which shall be deemed an original. The
undersigned represent that they are authorized to sign on behalf of the party represented.

SOUTHERN CALIFORNIA EDISON SAN DIEGO GAS & ELECTRIC
COMPANY COMPANY

By: By: W

Title: Tite: SVP Finance, Regulatory & Legislative

Date: | ‘ Affairs

bae:4]23]14
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THE UTILITY REFORM NETWORK OFFICE OF RATEPAYER ADVOCATES
By: N\C\d"(u) @AM OA By:
Title: Staff Attorney Title: Acting Director, Office of Ratepayer
Date: ip}bm\olf- 02 g! 70' \/ Advocates
Date:
FRIENDS OF THE EARTH COALITION OF CALIFORNIA UTILITY
EMPLOYEES
By:
By:
Title:
Title:
Date:
Date:
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THE UTILITY REFORM NETWORK

By:

Title: Staff’ Attorney

OFFICE OF RATEPAYER ADVOCATES

By:

Title: Acting Director, Office of Ratepayer

Date: Advocates
Date:
FRIENDS OF THE EARTH COALITION OF CALIFORNIA UTILITY
2 y) EMPLOYEES
By: 52 ‘ ¥
¥ . By:
rite: RAEIINY oy Briendfy ofks Carth
4 Title:
Date: 2#! 2?! .20 /4/ '
r : A Date:
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THE UTILITY REFORM NETWORK

By:

Title: Staff Attorney

OFFICE OF RATEPAYER ADVOCATES

Title: Acting Diretfor, Office of Ratepayer

Date: Advocates
Date: Q/a?,3 / 20/ 4
FRIENDS OF THE EARTH COALITION OF CALIFORNIA UTILITY
EMPLOYEES
By:
By:
Title:
Title:
Date:
Date:
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THE UTILITY REFORM NETWORK OFFICE OF RATEPAYER ADVOCATES
By: By:
Title: Staff Attorney Title: Acting Director, Office of Ratepayer
Date: Advocates
Date:
FRIENDS OF THE EARTH COALITION OF CALIFORNIA UTILITY
EMPLOYEES
ol ‘ /)/LOV\-QG&/N
By: @/M
Title:
Title: ~ TN~
Date:
Date: q”/Q 5}//4
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Appendix A

ILLUSTRATIVE EXAMPLE FOR BASE PLANT AND MATERIALS AND SUPPLIES (M&S)

As of February 1, 2012
Base Plant' $ 622
M&S 99
Regulatory Asset 721
Less: Accumulated Deferred Taxes® (152)
Regulatory Asset, adjusted for deferred taxes 569
Rate of Return 2.95%
Return > $ 17

! Base Plant excludes nuclear fuel and CWIP
2 Includes deferred taxes associated with nuclear fuel
3 Does not include associated income taxes

* Calculation of return illustrative for a single point in time; actual calculation will be based on an average

CONFIDENTIAL
PRELIMINARY AND APPROXIMATE
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2014 Decommissioning Cost Estimate of SONGS Units 2 & 3
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SOUTHERN CALIFORNIA Thomas J. Palmisano

E D I S O N‘“' Vice President & Chief Nuclear Officer

An EDISON INTERNATIONAL®™ Company

10 CFR 50.82(a)(4)(i)
September 23, 2014

U. S. Nuclear Regulatory Commission
ATTN: Document Control Desk
Woashington D.C. 20555-0001

Subject: Docket Nos. 50-361 and 50-362,
San Onofre Nuclear Generating Station, Units 2 and 3
Site Specific Decommissioning Cost Estimate

References:

1. Letter from P. T. Dietrich (SCE) to the U.S. Nuclear Regulatory Commission
dated June 12, 2013; Subject: Certification of Permanent Cessation of Power
Operations San Onofre Nuclear Generating Station, Units 2 and 3

2. Letter from Thomas J. Palmisano (SCE) to the U.S. Nuclear Regulatory
Commission dated February 13, 2014; Subject: Access to Nuclear
Decommissioning Trust Funds, San Onofre Nuclear Station, Units 2 and 3

3. Letter from Richard C. Brabec (SCE) to the U.S. Nuclear Regulatory
Commission dated March 12, 2014, Subject: Access to Decommissioning
Trust Funds, San Onofre Nuclear Generating Station Units 2 and 3

4. Letter from Richard C. Brabec (SCE) to the U.S. Nuclear Regulatory
Commission dated March 31, 2014; Subject: 10 CFR 50.75(f)(1)
Decommissioning Funding Status Report, San Onofre Nuclear Generating
Station Units 2 and 3

Dear Sir or Madam:

On June 12, 2013, in accordance with 10 CFR 50.82(a)(1)(i), Southern California Edison (SCE)
submitted a letter to the U.S. Nuclear Regulatory Commission (NRC) (Reference 1) certifying
the permanent cessation of operations at San Onofre Nuclear Generating Station (SONGS),
Units 2 and 3. In accordance with 10 CFR 50.54(bb) and 10 CFR 50.82(a)(4)(i), SCE is
required to submit an Irradiated Fuel Management Plan (IFMP), Site Specific Decommissioning
Cost Estimate (DCE) and Post-Shutdown Decommissioning Activities Report (PSDAR) within
two years of permanent cessation of operations.

The SONGS, Units 2 and 3 DCE is attached. The SONGS, Units 2 and 3 IFMP and PSDAR are
being concurrently submitted under separate cover letters. The DCE provides more current
estimates of annual cash flow than were previously provided in the Nuclear Decommissioning
Trust Fund Exemption Request (References 2 and 3) and annual funding assurance update
(Reference 4). Future filings with the California Public Utilities Comm|ssmn will be based on the
SONGS, Units 2 and 3 DCE and subsequent revisions.

P.O. Box 128

San Clemente, CA 92672
(949) 368-6575 PAX 86575
Fax: (949) 368-6183
Tom.Palmisano@sce.com



The descriptions of decommissioning activities and phases in the DCE are consistent with those
described in the PSDAR. Both the DCE and PSDAR represent SCE'’s current plans and are
subject to change as the project progresses. Much of the third-party contracting activities
associated with decommissioning are underway but have not been finalized. As contracts are
finalized and SCE progresses through the actual work of the decommissioning project, various
risks will be realized or avoided and contingencies adjusted, accordingly.

Changes to significant details will be included in subsequent revisions to the DCE as required
by 10 CFR 50.54(bb). Financial assurance information will be provided on an annual basis as
required by 10 CFR 50.75(f)(1).

This letter does not contain any new commitments.

If there are any questions or if additional information is needed, please contact me or
Ms. Andrea Sterdis at (949) 368-9985.

Sincerely,

Dl #A N

Enclosure: San Onofre Nuclear Generating Station Units 2 and 3 Site Specific
Decommissioning Cost Estimate

ce! M. L. Dapas, Regional Administrator, NRC Region IV
T. J. Wengert, NRC Project Manager, San Onofre Units 2 and 3 Decommissioning
R. E. Lantz, NRC Region IV, San Onofre Units 2 and 3
G. G. Warrick, NRC Senior Resident Inspector, San Onofre Units 2 and 3
S. Y. Hsu, California Department of Health Services, Radiologic Health Branch
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SONGS UNIT-2 AND UNIT-3
DECOMMISSIONING COST ESTIMATE
DESCRIPTION OF REVISION

MAJOR REVISION MINOR REVISION_X
REVISION NUMBER -1 EFFECTIVE DATE -
9/5/2014

The revisions contained in this MINOR REVISION to the SONGS Unit-2 and Unit-3
Decommissioning Cost Estimate are minor in nature and do not revise or otherwise impact the
content or results of the cost estimate.

ITEM-1

A new Appendix-F is added to the DCE at the request of San Diego Gas & Electric Company
(SDG&E) in order to provide information regarding its internal decommissioning costs which it
expects to incur and to fund on its own behalf in addition to its 20% share of the
Decommissioning Cost Estimate.

ITEM-2

The APPENDICES section of the DCE Table of Contents is revised to include the new
APPENDIX-F SDG&E SONGS Decommissioning Costs (100%)

ITEM-3

Within the narrative section of the DCE the various appearances of the term “utility staff” have
been revised to include a parenthetic statement “(Licensee)” to clarify that the utility staff means
the NRC Licensee.

ITEM-4

On Table 6-1 “Cost and Schedule Summary” the title block for SPENT FUEL is revised to
include “(72.30)” since this section also contains cost elements associated with ISFSI
decommissioning.

ITEM-5

Added new SDG&E footnote for Table 1-1 referring to Appendix F

Electronic documents, once printed, are uncontrolled and may become outdated.
Refer to Document Control authority for the correct revision.
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1.0 EXECUTIVE SUMMARY

This report presents the 2014 Decommissioning Cost Estimate (DCE) Study of the San Onofre
Nuclear Generating Station (SONGS) Units 2 & 3, hereinafter referred to as the 2014 Cost
Study. The San Onofre Nuclear Generating Station is operated by the Southern California
Edison Company (SCE).

On June 7, 2013, SCE announced its intention to permanently cease power generation operations
and shut down SONGS Units 2 & 3. Units 2 & 3 had not produced power since January 9, 2012
and January 31, 2012, respectively. SCE now has the responsibility to decommission the site. In
January 2014 SCE contracted with EnergySolutions to evaluate decommissioning alternatives
and assist in the development of a detailed project schedule and DCE to support the preparation
and submittal of a Post Shutdown Decommissioning Activities Report (PSDAR) in accordance
with 10 CFR 50.82(a)(4)(i), which requires that a PSDAR be submitted within two years
following the permanent cessation of operations.

This study has been performed to furnish an estimate of the costs for: (1) decommissioning
SONGS Units 2 & 3 to the extent required to terminate the plant’s operating license pursuant to
10 CFR 50.75(c); (2) post-shutdown management of spent fuel until acceptance by the U.S.
Department of Energy (DOE) pursuant to 10 CFR 50.54(bb); (3) demolition of uncontaminated
structures and restoration of the site in accordance with the United States Department of Navy
Grant of Easement (Ref. No. 14); and the California State Lands Commission Easement Lease
(Ref. No. 15); and (4) Independent Spent Fuel Storage Installation (ISFSI) decommissioning
pursuant to 10 CFR 72.30. This study includes SCE’s actual costs incurred in the transitional
periods following cessation of permanent operations on June 7, 2013 until December 31, 2013.
Costs presented herein commencing on January 1, 2014 are estimated.

SCE’s December 2012 testimony to the CPUC provided the basis for the current spent fuel
management costs. SCE is continuing to review available information from the DOE to
determine if the DOE start date assumption of 2024 requires updating. The DCE will be revised
accordingly as new information becomes available.

Accordingly, the costs and schedules for all activities are segregated for regulatory purposes as
follows: costs for “License Termination” (10 CFR 50.75(c)); costs for “Spent Fuel Management”
(10 CFR 50.54(bb)); costs for “Site Restoration” (clean removal and site restoration) final site
conditions; and costs for “ISFSI Decommissioning” (10 CFR 72.30). EnergySolutions has
established a Work Breakdown Structure (WBS) and cost accounting system to differentiate
between these project accounts.

This study analyzes the following technical approach to decommissioning as defined by SCE:

= DECON methodology.
= Permanent cessation of operations on June 7, 2013.
= Termination of spent fuel pool operation six years after permanent shutdown.

= Spent fuel will be stored in Multi-Purpose Canisters (MPCs) at an on-site
Independent Spent Fuel Storage Installation (ISFSI).
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= A dry transfer facility will not be necessary for transfer of SNF canisters for
transport.

= DOE begins accepting spent fuel from the industry in 2024 and completes the
removal of all SONGS spent fuel by 2049.

= Decommissioning will be performed by a Decommissioning General Contractor
(DGC) with oversight by the SONGS participants.

= Incorporation of Life-of-Plant (LOP) Disposal Rates for Class A Low-Level
Radioactive Waste (LLRW).

= Incorporation of disposal rates for Class B and C LLRW based on recent quotes
for disposal at the Waste Control Specialists LLC (WCS) site in Andrews County,
Texas.

The cost estimate results are provided in Table 1-1. Table 1-1 gives License Termination costs
(which correspond to 10 CFR 50.75 (c) requirements); Spent Fuel Management costs (which
correspond to 10 CFR 50.54 (bb) requirements); and Site Restoration costs (which correspond to
activities such as clean building demolition and site grading and end-state preparation as required
under the Site Easement).

Table 1-1
Decommissioning Cost Summary?*?
(2014 Dollars in Thousands)

Cost Account Unit 2 Unit 3 Total

License Termination 50.75(c) $1,034,230 $1,078,016 $2,112,246
Spent Fuel Management 50.54(bb) $623,209  $652,987 $1,276,196
Site Restoration $423,297  $599,507 $1,022,804
Totals $2,080,735 $2,330,511 $4,411,246

The estimate is based on site-specific plant systems and buildings inventories. These
inventories, and EnergySolutions’ proprietary Unit Cost Factors (UCFs), were used to generate
required manhours, activity schedule hours and costs, and waste volume, weight, and
classification. Based on the activity schedule hours and a decommissioning activities analysis, a
Critical Path Method (CPM) analysis was performed to determine the decommissioning
schedules. These schedules reflect the effects of sequenced activity-dependent or distributed
decommissioning elements such as planning and preparations, major component removal,
building decontamination, and spent fuel shipping. The schedules are divided into project phases
(periods) and presented, as noted previously, by cost account “License Termination,” “Spent
Fuel Management,” or “Site Restoration.” The summary is shown in Figure 1-1, and may also
be found in Section 6.0 of this report.

! In addition, the Decommissioning Cost Summary in Table 1-1 does not include separate internal costs that San
Diego Gas & Electric Company (SDG&E) has indicated that it expects to incur. SDG&E provides information
regarding these costs in Appendix F

2 Rows and columns may not add correctly due to rounding.
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2014 Decommissioning Cost Analysis of the Document No. 164001-DCE-001

San Onofre Nuclear Generating Station Units 2 & 3

2.0 INTRODUCTION

2.1 Study Objective

This report presents the 2014 Decommissioning Cost Estimate Study of the San Onofre Nuclear
Generating Station (SONGS) Units 2 & 3, hereinafter referred to as the 2014 Cost Study. The
San Onofre Nuclear Generating Station is owned by the Southern California Edison Company
(SCE), San Diego Gas & Electric Company, and the City of Riverside. A former owner, the City
of Anaheim, also has liability for decommissioning. SCE has provided the following
information regarding the liability by owner for SONGS decommissioning costs:

. Owners

Cost Categories - - -

SDG&E | Riverside | Anaheim SCE
SONGS 1 20% 0% 0% 80%
SONGS 2 20% 1.79% 2.4737% 75.7363%
SONGS 3 20% 1.79% 2.4625% 75.7475%
Common Facilities (Units 2 & 3) 20% 1.79% 2.4681% 75.7419%
SONGS 1 Fuel 20% 0% 0% 80%
SONGS 2/3 Fuel 20% 1.79% 2.3398% 75.8702%
ISFSI Maintenance and D&D 20% 1.6066% 2.2686% 76.1248%
San Diego Switchyard 100% 0% 0% 0%
Edison Switchyard 0% 0% 0% 100%
Interconnection Facilities 50% 0% 0% 50%
Nuclear Fuel Cancellation Charges 20% 1.79% 0% 78.21%

This study has been performed to support the development of a site-specific PSDAR and furnish
an estimate of the costs for (1) decommissioning SONGS Units 2 & 3 to the extent required to
terminate the plant’s operating license, (2) post-shutdown management of spent fuel until
acceptance by the U.S. Department of Energy (DOE), (3) demolition of uncontaminated
structures and restoration of the site in accordance with the U.S. Department of Navy Grant of
Easement (Ref. No. 14), and the California State Lands Commission Easement Lease (Ref. No.
15), and (4) Independent Spent Fuel Storage Installation (ISFSI) decommissioning. This study
also includes SCE’s actual costs incurred in the transitional periods following cessation of
permanent operations until December 31, 2013. Estimated costs begin on January 1, 2014.

The study methodology follows the basic approach originally presented in the Atomic Industrial
Forum/National Environmental Studies Project Report AIF/NESP-036, “Guidelines for
Producing Commercial Nuclear Power Plant Decommissioning Cost Estimates,” (Ref. No. 2).
The report was prepared in accordance with Nuclear Regulatory Commission (NRC) Regulatory
Guide 1.202, “Standard Format and Content of Decommissioning Cost Estimates for Nuclear
Power Reactors,” (Ref. No. 3). The estimate is based on compliance with current regulatory
requirements and proven decommissioning technologies.
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NRC requirements, set forth in Title 10 of the Code of Federal Regulations (CFR), differentiate
between the post-shutdown costs associated with the decommissioning of the nuclear plant
facility, those associated with storage of spent fuel on-site, and those associated with the
decommissioning of the spent fuel storage facility. The Code of Federal Regulations, however,
does not address the entire scope of the decommissioning liability for each nuclear facility. 10
CFR 50.75(c) requires funding by the licensee(s) of the facility for the decommissioning
program, but specifically excludes the cost of removal and disposal of spent fuel and structures
that do not require disposal as radioactive material. 10 CFR 50.75(c) also excludes the cost of
site restoration activities that do not involve the removal of residual radioactivity necessary to
terminate the NRC license(s). 10 CFR 50.54 (bb) requires funding by the licensee(s) “for the
management of all irradiated fuel at the reactor upon expiration of the reactor operating
license(s) until title to the irradiated fuel and possession of the fuel is transferred to the Secretary
of Energy for its ultimate disposal in a repository.” 10 CFR 72.30 requires funding for
decommissioning of the on-site spent fuel storage facility after the irradiated fuel is accepted by
the DOE.

In addition to the NRC Decommissioning requirements described above, the Site Easements
require the demolition and removal of all improvements installed on both the on-shore and off-
shore sites, including all substructures regardless of depth, and site restoration to the satisfaction
of the Grantors.

This study analyzes the following technical approach to decommissioning as defined by SCE and
the co-owners:

= DECON methodology.

= Permanent cessation of operations and commencement of decommissioning
planning on June 7, 2013.

= Termination of spent fuel pool operation within six years after permanent
shutdown.

= Spent fuel will be stored in transportable Multi-Purpose Canisters (MPCs) at an
on-site Independent Spent Fuel Storage Installation (ISFSI).

= A dry transfer facility will not be necessary for transfer of SNF canisters for
transport.

= DOE begins accepting spent fuel from the industry in 2024 and completes the
removal of all SONGS spent fuel by 2049.

= Decommissioning will be performed by a Decommissioning General Contractor
(DGC) with oversight by the SONGS participants.

In addition, this study includes the following assumptions:

= Incorporation of EnergySolutions’ Life-of-Plant (LOP) Disposal Rates for Class A
Low-Level Radioactive Waste (LLRW), (Ref. No. 7).

= Incorporation of disposal rates for Class B and C LLRW based on recent quotes
for disposal at the Waste Control Specialists LLC (WCS) site in Andrews County,
Texas.
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2.2 Regulatory Framework

Provisions of current laws and regulations affecting decommissioning, waste management, and
spent fuel management are as follows:

1.

NRC regulations require a license for on-site storage of spent fuel. Wet storage in
a spent fuel pool is authorized by a facility’s 10 CFR Part 50 license. On-site dry
storage of spent fuel at an Independent Spent Fuel Storage Installation (ISFSI) is
licensed by either: (a) the general license set forth in 10 CFR 72.210, which
requires that a Part 50 license be in place; or (b) a site-specific ISFSI license
issued pursuant to 10 CFR Part 72.

10 CFR 50.75(c) requires funding by the licensee(s) of the facility for
decommissioning.

10 CFR 50.54 (bb) requires the licensee(s), within two years following permanent
cessation of operation of the reactor or five years before expiration of the
operating license(s), whichever occurs first, to submit written notification to the
NRC for its review and preliminary approval of the program by which the
licensee intends to manage and provide funding “for the management of all
irradiated fuel at the reactor upon expiration of the reactor operating license until
title to the irradiated fuel and possession of the fuel is transferred to the Secretary
of Energy for its ultimate disposal in a repository.”

10 CFR 961 (Ref. No. 4), Appendix E, requires spent fuel to be cooled for at least
five years before it can be accepted by DOE as “standard spent fuel.”

10 CFR 72.30 requires funding by the licensee(s) for termination of the ISFSI
license.

Decommissioning Alternatives

The three basic methods for decommissioning are DECON, SAFSTOR, and ENTOMB, which
are summarized as follows:

1.

DECON: The equipment, structures, and portions of the facility and site that
contain radioactive contaminants are promptly removed or decontaminated to a
level that permits termination of the license after cessation of operations.

SAFSTOR: The facility is placed in a safe, stable condition and maintained in that
state (safe storage). The facility is decontaminated and dismantled at the end of
the storage period to levels that permit license termination. NRC regulations
require decommissioning to be completed within 60 years of cessation of
operation.

ENTOMB: Radioactive structures, systems, and components are encased in a
structurally long-lived substance, such as concrete. The entombed structure is
appropriately maintained and monitored until radioactivity decays to a level that
permits termination of the license. Since entombment will exceed the requirement
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for decommissioning to be completed within 60 years of cessation of operation,
NRC handles entombment requests on a case-by-case basis.

Post-Shutdown Spent Fuel Management Alternatives

The options for long-term post-shutdown spent fuel management currently available to power
plant operators are (1) wet storage consisting of continued maintenance and operation of the
spent fuel pool, and (2) dry storage consisting of transfer of spent fuel from the fuel pool to on-
site dry storage modules after a cooling period or any combination of the two as is the present
case at SONGS. Maintaining the spent fuel pool for an extended duration following cessation of
operations prevents termination of the Part 50 license and typically has a higher annual
maintenance and operating cost than the dry storage alternative. Transfer of spent fuel to an
ISFSI requires additional expenditures for purchase and construction of the ISFSI and
dismantlement and disposal of the ISFSI following completion of spent fuel transfer to DOE.

The spent fuel shipping schedules furnished by SCE for this study are based on projections that
DOE will commence accepting spent fuel from domestic commercial nuclear power plants in
2024, and that the DOE will accept spent fuel at the rate published in DOE’s July 2004
Acceptance Priority Ranking & Annual Capacity Report (DOE/RW-0567) (Ref. No. 12). These
assumptions are in accordance with SCE testimony to the Public Utilities Commission of the
State of California (Ref. No. 17). Additionally, SCE is reviewing available information from the
DOE to determine if the DOE start date assumption requires updating. The DCE will be revised
accordingly as new information becomes available.
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3.0 STUDY METHODOLOGY

3.1 General Description

EnergySolutions maintains a proprietary decommissioning cost model based upon the
fundamental technical approach established in AIF/NESP-036, “Guidelines for Producing
Commercial Nuclear Power Plant Decommissioning Cost Estimates,” dated May 1986 (Ref. No.
2). The cost model has been updated frequently in accordance with regulatory requirements and
industry experience. The cost model includes elements for estimating distributed and
undistributed costs. Distributed costs are activity specific and include planning and preparation
costs as well as costs for decontamination, packaging, disposal, and removal of major
components and systems. For example, costs for the segmentation, packaging, and disposal of
the reactor internals are distributed costs. Undistributed costs, sometimes referred to as collateral
costs, are typically time dependent costs such as utility (Licensee) and decommissioning general
contractor staff, property taxes, insurance, regulatory fees and permits, energy costs, and security
staff.

The methodology for preparing cost estimates for a selected decommissioning alternative
requires development of a site-specific detailed work activity sequence based upon the plant
inventory. The activity sequence is used to define the labor, material, equipment, energy
resources, and duration required for each activity. In the case of major components, individual
work sequence activity analyses are performed based on the physical and radiological
characteristics of the component, and the packaging, transportation, and disposal options
available.

In the case of structures and small components and equipment such as piping, pumps, and tanks,
the work durations and costs are calculated based on UCFs. UCFs are economic parameters
developed to express costs per unit of work output, piece of equipment, or time. They are
developed using decommissioning experience, information on the latest technology applicable to
decommissioning, and engineering judgment. The total cost of a specific decommissioning
activity can be determined by multiplying the total number of units associated with that activity
by the UCF, expressed as $/unit, for that activity. For example, the estimated demolition cost of
a non-contaminated concrete structure can be obtained by multiplying the volume of concrete in
the structure by the UCF for non-contaminated reinforced concrete demolition, expressed in
$/unit volume. Each UCF has associated with it a man-hours/unit and schedule-hours/unit.
From these values, total man-hours and total schedule-hours can be estimated for a particular
activity.

3.2 Schedule Analysis

After the work activity durations are calculated for all distributed activities, a critical path
schedule analysis is performed using MS Project. The schedule accounts for constraints such as
spent fuel cooling periods and regulatory reviews. The schedule is typically delineated into
phases or time periods (hereinafter referred to as period or periods) that differentiate manpower
requirements and undistributed costs.

In order to differentiate between License Termination, Spent Fuel, and Site Restoration elements
of the entire decommissioning scope of work, EnergySolutions has established a Work
Breakdown Structure (WBS) and cost accounting system to treat each element as a subproject.
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Accordingly, the overall project schedule is divided into interrelated periods with major
milestones defining the beginning and ending of each period. The major milestones also serve as
the basis for integrating the periods of the three subprojects.

3.3  Decommissioning Staff

EnergySolutions has assumed that the SONGS Units 2 and 3 decommissioning project will be
performed in an efficiently planned and executed manner using project personnel experienced in
decommissioning. This DCE assumes that the decommissioning will be performed by a highly
experienced and qualified DGC, with oversight and management of the decommissioning
operations performed by the Licensee staff. It is also assumed that the Utility (Licensee) staff
will be supplemented by a professional consulting engineering firm, particularly in the planning
and preparation phase.

EnergySolutions analyzed the SONGS licensee staff and developed a site-specific staffing plan.
The SCE existing salary structure was then used as the basis for calculating Utility (Licensee)
staff labor costs. EnergySolutions used industry data to develop DGC salary costs.

Staffing levels, for both staffing plans and for each project period, are based on the Atomic
Industrial Forum (AIF) guidelines and industry experience. The sizes of the staffs are varied in
each period in accordance with the requirements of the work activities. Staffing has been
organized into the following departments or functional groups:

Decommissioning

Engineering

Maintenance and Work Control
Operations

Oversight and Nuclear Safety
Radiation Protection and Chemistry
Regulatory and Emergency Planning
Safety and Human Performance
Security Administration

Security Guard Force

Site Management and Administration
Additional Staff for Spent Fuel Shipping
DGC Staff

3.4  Waste Disposal

Waste management costs comprise a significant portion of the decommissioning cost estimate.
Additionally, limited future access to disposal sites licensed for receipt of Class B and C wastes
introduces a significant level of uncertainty with respect to the appropriateness of using existing
rate structures to estimate disposal costs of these wastes. EnergySolutions’ approach to
estimating waste disposal costs is discussed in the following paragraphs.

Waste Classification

Regulations governing disposal of radioactive waste are stringent in order to ensure control of
the waste and preclude adverse impact on public health and safety. At present, LLRW disposal
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is controlled by 10 CFR 61, which went into effect in December 1983. This regulation stipulates
the criteria for the establishment and operation of shallow-land LLRW burial facilities.
Embodied within this new regulation are criteria and classifications for packaging LLRW such
that it is acceptable for burial at licensed LLRW disposal sites.

For each waste classification, 10 CFR 61 stipulates specific criteria for physical and chemical
properties that the LLRW must meet in order to be accepted at a licensed disposal site. The
LLRW disposal criteria of 10 CFR 61 require that LLRW generators determine the proportional
amount of a number of specific radioactive isotopes present in each container of disposable
LLRW. This requirement for isotopic analysis of each container of disposable LLRW is met by
employing a combination of analytical techniques such as computerized analyses based upon
scaling factors, sample laboratory analyses, and direct assay methods. Having performed an
isotopic analysis of each container of disposable LLRW, the waste must then be classified
according to one of the classifications (Class A, B, C, or Greater Than Class C (GTCC)) as
defined in 10 CFR 61.

EnergySolutions’ classification of LLRW resulting from decommissioning activities is based on
AIF/NESP-036 (Ref. No. 2), NUREG/CR-0130 (Ref. No. 5), NUREG/CR-0672 (Ref. No. 6),
and recent industry experience. The estimated curie content of the reactor vessel and internals at
shutdown is derived from NUREG/CR-0130 for Pressurized Water Reactors (PWRs) and
NUREG/CR-0672 for Boiling Water Reactors (BWRs), and adjusted for the different mass of
components and period of decay.

Packaging

Selection of the type and quantity of containers required for Class B and C wastes is based on the
most restrictive of either curie content, dose-rate, container weight limit, or container volume
limit. GTCC wastes from segmentation of the reactor vessel internals is packaged in spent fuel
canisters. The selection of container type for Class A waste is based on the transportation mode
(rail, truck, barge, etc.) and waste form. The quantity of Class A waste containers is determined
by the most restrictive of either container weight limit or container volume limit. Large
components, such as steam generators, pressurizers, and reactor recirculation pumps, are shipped
as their own containers with additional shielding as required.

Container costs are obtained from manufacturers specializing in the design and fabrication of

storage containers for nuclear materials. Shielded transport cask and liner costs are obtained
from the cask owners and operators.

Transportation

Transportation routes to processing and disposal facilities are determined based on available
transportation modes (truck, rail, barge, or combinations). Transportation costs for the selected
routes and modes are obtained from vendor quotes or published tariffs whenever possible.

Class A Disposal Options and Rates

In accordance with the existing Life-of-Plant Disposal Agreement (Ref. No. 7), all Class A waste
that meets the waste acceptance criteria are to be disposed of at EnergySolutions’ LLRW
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disposal facility in Clive, Utah. All reported waste disposal costs include packaging,
transportation, and any applicable surcharges.

Class B and C Disposal Options and Rates

Currently, within the United States, there are only three operational commercial near-surface
disposal facilities licensed to accept Class B and C LLRW: the Barnwell facility, operated by
EnergySolutions in Barnwell, South Carolina; the U.S. Ecology facility in Richland,
Washington; and the recently licensed facility in Andrews County, Texas operated by Waste
Control Specialists. Barnwell only accepts waste from states within the Atlantic Compact and
U.S. Ecology only accepts waste from states within the Northwest and Rocky Mountain
Compacts. However, the WCS facility will accept waste from the Texas Compact (comprised of
Texas and Vermont) and from non-Compact generators. The Texas Compact Commission on
March 23, 2012 approved amendments to rules allowing the import of non-compact generator
LLRW for disposal at the WCS Andrews County facility.

Greater Than Class C (GTCCQC)

Wastes identified as 10 CFR 61 Class A, B, and C may be disposed of at near-surface disposal
facilities.  Certain components are highly activated and may exceed the radionuclide
concentration limitations for 10 CFR 61 Class C waste. In accordance with 10 CFR 61, these
components, which are referred to as Greater Than Class C (GTCC) wastes, cannot be disposed
of in a near-surface LLRW disposal facility and must be transferred to a geologic repository or a
similar site approved by the NRC.

Highly activated sections of the reactor vessel internals will result in GTCC waste. Presently, a
facility does not exist for the disposal of wastes exceeding 10 CFR 61 Class C limitations.
EnergySolutions assumes that the DOE will accept this waste along with spent fuel. Although
courts have held that DOE is obligated to accept and dispose of GTCC, issues regarding potential
costs remain potentially unsettled. Therefore, EnergySolutions conservatively estimates a GTCC
waste disposal cost. EnergySolutions assumes that the GTCC waste will be packaged in spent
fuel canisters and will be shipped to a storage or disposal facility operated by DOE along with
the spent fuel. Additionally, EnergySolutions assumes shipping costs for GTCC waste to be
equivalent to the commercial cost of shipping a Type B licensed, shielded cask such as the CNS
8-120B cask, which is owned and operated by EnergySolutions.

LLRW Volume Reduction

Becasue current Class A LLRW disposal rates are significantly lower than LLRW volume
reduction rates, EnergySolutions does not assume on-site volume reduction techniques such as
waste compaction or an aggressive decontamination, survey and release effort.

Non-Radioactive Non-Hazardous Waste Disposal

EnergySolutions assumes that recyclable, non-radioactive scrap metal resulting from the
decommissioning program will be sold to a scrap metal dealer. However, no cost credit is
assumed in the estimate for the value of the scrap metal. Clean (non-contaminated) concrete and
demolition debris is assumed to be removed off site to an out of state Class Il landfill consistent
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with the Governor of the State of California Executive Order D-62-02 (Ref. No. 16). This study
includes the costs of installation and operation of EnergySolutions” GAmma Radiation Detection
and In-container ANalysis or GARDIAN System. The GARDIAN System performs radiological
assays of bulk shipping containers. The GARDIAN System is a cost effective and efficient
means to ensure all non-radiological waste and recyclable materials arising from the
decommissioning and demolition of the SONGS’ site comply with all applicable regulatory
requirements.

Hazardous and Industrial Waste Disposal

Uncontaminated lead shielding remaining after shutdown was assumed to be removed from its
installed locations and shipped offsite by entities having a need for the material. The entities will
receive the lead at no charge in return for providing the removal and shipping services. Non-
Radioactive contaminated surfaces coated with tightly adhering and undamaged lead based paint
will be removed as non-hazardous building demolition debris. All other chemicals and
hazardous materials present at shutdown will be removed and properly disposed of during
decommissioning.

3.5  Final Status Survey

The cost of performing a final status survey (FSS) is based on NUREG-1575, “Multi-Agency
Radiation Survey and Site Investigation Manual (MARSSIM),” (Ref. No. 8). Estimates of
MARSSIM Class I, Il, and Ill survey designations are based on radiological assumptions
regarding contamination resulting from small and large component removal activities. The FSS
activity cost calculation includes the in-place remote survey of underground metal and concrete
pipe, soil, and groundwater sampling and analysis. Estimated costs for NRC and Oak Ridge
Institute for Science and Education (ORISE) verification are also included, and the NRC review
period is incorporated into the project schedule.

3.6  Contingency

Contingencies are applied to cost estimates primarily to allow for unknown or unplanned
occurrences during the actual program, e.g., increased radioactive waste materials volumes over
that expected; equipment breakdowns, weather delays, and labor strikes. This is consistent with
the definition provided in the DOE Cost Estimating Guide, DOE G 430.1-1, 3-28-97 (DOE G)
(Ref. No. 9). Contingency “covers costs that may result from incomplete design, unforeseen and
unpredictable conditions, or uncertainties within the defined project scope. The amount of
contingency will depend on the status of design, procurement, and construction; and the
complexity and uncertainties of the component parts of the project. Contingency is not to be
used to avoid making an accurate assessment of expected costs.” EnergySolutions determines
site-specific contingency factors to be applied to each estimate based on industry practices.

The DOE has established a recommended range of contingencies as a function of completeness
of program design, DOE G. The ranges are:
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Contingency Range

Type of Estimate as a % of Total Estimate
Planning Phase Estimate 20-30
Budget Estimate 15-25
Title I (Preliminary Design Estimate) 10-20
Title Il (Definitive Design Estimate) 5-15

Also, the Pacific Gas & Electric Company (PG&E) Technical Position Paper “Establishing an
Appropriate Contingency Factor for Inclusion in the Decommissioning Revenue Requirements”
(Ref. No. 13) was developed to review and determine a “conservative contingency factor” to be
applied to decommissioning cost estimates. In that study it was determined that “based on an
understanding of the level of project definition, and the extent and maturity of estimate input
information used to develop decommissioning cost estimates, the 25 percent contingency factor
is within the range of industry recognized cost engineering practices.”

The contingencies presented in this study are consistent with the values presented in DOE G
430.1-1 for a Planning Phase estimate (Ref. No. 9) and the PG&E study (Ref. No. 13). As
directed by SCE, EnergySolutions has applied a 25% contingency to all costs in this study, with
the exception of following:

2013 and 2014 Actual Expenditures 0%
Department of Navy Easement Payments 15%
Hazardous and Asbestos Wastes 50%
Site Characterization Surveys 15%
Temporary Facilities 15%
Backfill and Compaction 15%

A reactor decommissioning program will be conducted under an NRC-approved Quality
Assurance Program which meets the requirements of 10 CFR 50, Appendix B. However, the
development of the quality assurance program, the performance of work under that program, and
the effort required to ensure compliance with the program, is already included in the detailed cost
estimate. Therefore, EnergySolutions does not include quality assurance as an element of the
contingency allowance. The same is true for contamination. Where radioactive contamination
or activated materials are dealt with, the EnergySolutions UCFs and associated calculations fully
reflect the cost impact of that material, and a separate contingency is not required specifically
due to working with contamination.

3.7 Cost Reporting

Total project costs are aggregated from the distributed activity and undistributed costs into the
following categories — Labor, Materials and Equipment, Waste Disposal, and Other costs. Other
costs include property taxes, insurance, license fees, permits, and energy. Waste Disposal costs
are the summation of packaging, transportation, base disposal rate, and any applicable
surcharges. Health physics (HP) supplies and small tool costs are calculated as a component of
each distributed activity cost and included in the category of Material and Equipment, with the
exception that HP supplies for the Utility HP staff are calculated and reported as an undistributed
line item. A line item specific contingency is then calculated for each activity cost element.
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4.0 SITE SPECIFIC TECHNICAL APPROACH

4.1 Facility Description

The San Onofre Nuclear Generating Station Units 2 & 3 site is located in southern California on
the shore of the Pacific Ocean, about 62 miles Southeast of Los Angeles and approximately 51
miles Northwest of San Diego. The station is located entirely within the Camp Pendleton Marine
Corps Base. The current Grant of Easement for the site from the United States Department of the
Navy is currently scheduled to expire May 12, 2023 (Ref. No. 14). Units 2 & 3 occupy 52.8
acres of the 84 acre site. Approximately 16 acres are occupied by the North Industrial Area
(formerly Unit 1), which is where the existing ISFSI is located.

The Nuclear Steam Supply System (NSSS) for both units are identical, with two independent
loops, and utilizing pressurized light water cooled reactors (PWRs) supplied by Combustion
Engineering, Inc. The construction permit was issued for an initial reactor power of 3,390 MWt
with licensed Rated Thermal Power of 3,438 MWi.

The facility currently has an existing ISFSI containing spent fuel that was transferred into MPCs
to maintain full core offload capability during operations and to facilitate decommissioning of
Unit 1. This study also assumes that the MPCs will be licensed under a 10 CFR Part 72 general
license, using the manufacturer’s Certificate of Compliance. The 10 CFR Part 50 license will be
maintained until decommissioning is complete and all spent fuel has been transferred to DOE.

Appendix A provides a list of the SONGS Unit 2 & 3 systems and structures included in the
material inventory for this study.

4.2 Decommissioning Periods

The project periods consist of six License Termination periods, seven Spent Fuel Management
periods (two of which are ISFSI decontamination and demolition periods), and six Site
Restoration periods. As shown in Figure 1-1 above, the periods for each of these project areas
are independent from (do not compete with) the periods for the other project areas. The project
periods defined for this site-specific study and the major activities performed during each period
are as follows:

License Termination Periods

Decon Pd 1 —Transition to Decommissioning
= Defuel Reactors
= Notification of Permanent Fuel Removal
= Disposition of LLRW Resins

Decon Pd 2 -Decommissioning Planning and Site Modifications
= Preparation of Decommissioning License Documents
Preparation of NRC Deliverables
Submit PSDAR to NRC
Perform Historical Site Assessment and Site Characterization
Planning, Design, and Implementation of Cold & Dark (Site Repowering)
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Design and Implement Spent Fuel Pool Support System Modifications, Control
Room Relocation, and Spent Fuel Security System Modifications

Select Decommissioning General Contractor (DGC)

Decon Pd 3 — Decommissioning Preparations and Reactor Internal Segmentation

DGC Mobilization and Planning

System Decontamination

Reactor Internals Removal Preparations

Reactor Internals Segmentation Planning and Implementation
Purchase Dry Storage Modules for GTCC Waste

Segment and Package Reactor Internals for Storage in the ISFSI

Decon Pd 4 — Plant Systems and Large Component Removal

Upgrade Rail Spur on ‘Owner Controlled Area’ (does not affect spur connecting
to CALTRANS).

Install Large Array Radiation Detection System

Remove, Package, and Dispose of Non-Essential Systems

Asbestos and Lead Abatement

Fuel Pool Closure

Remove Spent Fuel Racks, Spent Fuel Pool Island Equipment, and Bridge Cranes
Remove and Dispose of Legacy Class B & C Wastes

Remove, Package, and Dispose of Essential Systems

Removal and Disposal of Spent Resins, Filter Media, and Tank Sludge

Large Component Removal

Prepare License Termination Plan

Decon Pd 5 — Building Decontamination

Decon Containment Buildings — Units 2 & 3

Decon Turbine Buildings — Units 2 & 3

Decon Fuel Handling Buildings — Units 2 & 3

Decon Auxiliary Radwaste Building

Decon Auxiliary Control Building

Decon Penetration Buildings — Units 2 & 3

Decon Safety Equipment and Main Steam Isolation Valve Buildings — Units 2 &
3

Radiological Survey of Structures During Decon

Decon Pd 6 — License Termination During Decommissioning

Final Status Survey
ORISE Verification and NRC Approval

Spent Fuel Management Periods

SNF Pd 1 — Spent Fuel Transfer Management Transition

Implementation of Security Enhancements Required for Reductions in Staff
Cyber Security Modifications

Post Fukushima Modifications — Unit 2

Design and Fabricate Spent Fuel Canisters
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SNF Pd 2 — Spent Fuel Transfer to Dry Storage
= Prepare Irradiated Fuel Management Plan
= Select Dry Storage System Canister Design and Vendor
= Design and Construct ISFSI Expansion
= Purchase, Deliver and Load Spent Fuel Canisters and Transfer to ISFSI

SNF Pd 3 — Dry Storage During Decommissioning Units 1,2, & 3

SNF Pd 4 — Dry Storage Only — Units 1,2, & 3

SNF Pd 5 — Dry Storage Only — Units 2, & 3

SNFE D&D Pd 1 — ISFSI License Termination
= Preparation and NRC Review of License Termination Plan

SNF D&D Pd 2 — ISFSI Demolition
= Verification Survey of Horizontal Storage Modules
Clean Demolition of ISFSI AHSMs and Pads
Clean Demolition of ISFSI Support Structures
Restore ISFSI Site
Preparation of Final Report on Decommissioning and NRC Review

Site Restoration Periods

SR Pd 1 —Transition to Site Restoration
= Severance Costs from Post-Shutdown Reduction in Staffing
= Phase | and Il Environmental Assessment of the Mesa Site
= Disposition of Hazardous Waste at the Mesa Site
= Sijte Characterization of the Mesa Site

SR Pd 2 —Building Demolition During Decommissioning
= Demolish South Access for Decommissioning, South Yard Facility, and Mesa
Structures
= Finish Grade and Re-vegetate Mesa Site
= Mesa Lease Termination

SR Pd 3 — Subsurface Demolition Engineering & Permitting
= Hydrogeologic Investigation and Outfall Conduit Survey
= Subsurface Structure Removal Analyses for Lease Termination Activities
= Final Site Grading and Shoreline Protection Engineering Planning and Design
= Obtain Permits and Approvals

SR Pd 4 — Building Demolition to 3 Feet Below Grade
= Demolition Preparations
= De-Tension and Remove Containment Building Tendons — Units 2 & 3
=  Demolish Diesel Generator Buildings — Units 2 & 3
= Demolish Condensate Buildings and Transformer Pads — Units 2 & 3
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Demolish Full Flow Areas and Turbine Buildings — Units 2 & 3

Demolish Auxiliary Radwaste Building

Demolish Auxiliary Control Building

Remove Systems and Demolish Make-up Demineralizer Structures

Demolish Penetration Buildings — Units 2 & 3

Demolish Safety Equipment and Main Steam Isolation Valve Buildings — Units 2
&3

= Demolish Fuel Handling Buildings to 3 Feet Below Grade — Units 2 & 3

=  Demolish Containment Buildings to 3 Feet Below Grade — Units 2 & 3

= Demolish Intake and Discharge Structures to 3 Feet Below Grade

SR Pd 5 — Subgrade Structure Removal Below — 3 Feet
= |nstall Sheet Piling and Excavation Shoring, Dewatering System, and Effluent
Treatment and Discharge Controls
Demolish and Backfill Unit 3 Subsurface Structures
Demolish and Backfill Unit 2 Subsurface Structures
Demolish and Backfill Common Subsurface Structures
Demolish and Backfill Intake Structure Inside Seawall Below -3 Feet
Remove Off Shore Intake and Outfall Conduits
Remove Sheet Piling, Excavation Shoring, and Dewatering and Effluent
Treatment
= Finish Grading and Re-vegetate Site

SR Pd 6 — Final Site Restoration and Easement Termination
= Obtain Required Permits and Approvals
Install Dewatering System and Effluent Treatment and Discharge Controls
Remove and Stockpile Existing Seawall Erosion Protection
Remove Unit 2 & 3 Seawall and Pedestrian Walkway
Remove Remaining Intake Structure Beneath Seawall
Backfill and Compaction of Excavation
Remove Dewatering System & Effluent Treatment
Remove Railroad Tracks, Gunite Slope Protection, Access Road, and North
Parking Lot
= Finish Grading and Re-vegetate Site

4.3  Decommissioning Staff

EnergySolutions developed staffing based on the assumption that decommissioning will be
performed by an experienced and qualified DGC, with oversight and management of the
decommissioning operations performed by the Utility (Licensee) staff. It is also assumed that
the Utility staff will be supplemented by a professional consulting engineering firm, particularly
in the planning and preparation phase. The sizes of the Utility (Licensee) and DGC staffs are
varied in each period in accordance with the requirements of the work activities. Details on the
staff levels, by functional group, during each period are provided in Section 6.0.

4.4 Spent Fuel Management Staff

The largest spent fuel staff is in place while the fuel pool is operational during the spent fuel
cooling period and the fuel assemblies are being transferred to dry storage. After all spent fuel
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has been removed from the spent fuel pool, the staff is reduced. During spent fuel pool
operations and the dry storage period, the full-time spent fuel management staff is supplemented
with part-time staff to support fuel movements. Details on the staff levels, by functional group,
during each period are provided in Section 6.0.

4.5 Spent Fuel Shipments

The spent fuel shipping schedules are based in part on the DOE’s “Acceptance Priority Ranking
& Annual Capacity Report,” dated July 2004. (Ref. No. 12). The information regarding existing
fuel inventory, planned transfers to dry storage and DOE’s projected date of 2024 for acceptance
of spent fuel is based on information provided by SCE. The spent fuel shipping schedule is
provided in Appendix B. The spent fuel shipment schedule is based upon best current
information and assumptions, as qualified and described elsewhere in this study, including in
Section 2.2 above.
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5.0 BASES OF ESTIMATE AND KEY ASSUMPTIONS

The bases of, and key assumptions for, this site-specific decommissioning estimate are presented

below:

1.

SCE’s actual decommissioning expenses incurred from the time of permanent cessation
of operations on June 7, 2013 until December 31, 2013 are included in the estimate.
All other decommissioning cost data used in this study is current as of 2014. Totals and
subtotals have been rounded to significant figures.

EnergySolutions developed a prompt dismantlement (DECON) project schedule based
on a permanent shutdown date of June 7, 2013.

The decommissioning will be performed using currently available technologies.

DOE currently has no plans, program, or schedule in place for acceptance of utility
spent fuel. However, for purposes of this decommissioning cost estimate, certain
simplifying assumptions must be made regarding the schedule and rate of DOE
performance. Therefore, while DOE’s Standard Contract governing the acceptance of
SCE’s spent fuel allows for alternative removal schedules, including priority for
shutdown reactors and exchanges of allocations, for purposes of this estimate DOE
acceptance from the industry is assumed to commence in 2024 in accordance with SCE
testimony to the Public Utilities Commission of the State of California (Ref. No. 17).
The spent fuel shipment schedules are based upon the assumption that the DOE will
accept spent fuel at the rate published in DOE’s July 2004 Acceptance Priority Ranking
& Annual Capacity Report (DOE/RW-0567) (Ref. No. 12). Additionally, SCE is
reviewing available information from DOE to determine if the DOE start date
assumption requires updating. The DCE will be revised accordingly as new information
becomes available.

This estimate is based on site-specific building inventories and plant systems, as
provided by EnergySolutions.

All transformers on site following shutdown are assumed to be polychlorinated
biphenyl (PCB)-free, therefore, this study does not include costs for disposition of PCB
contaminated transformers.

Cost for transportation of clean scrap metal to a recycler is included in the estimate;
however, no credit is taken for the value of the scrap metal. Concrete debris and all
other demolition debris is assumed to be removed from the site and disposed of at an
out of state Class Il landfill, consistent with the Governor of the State of California
Executive Order D-62-02 (Ref. No. 16). The cost of installation and operation of
EnergySolutions’ GARDIAN system for bulk radiological assay of all wastes and
recyclable materials leaving the SONGS site is included in the estimate. The purpose
of the GARDIAN system is to ensure all materials not intended for disposal at a
licensed facility meet all applicable requirements.
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8.

10.

11.

12.

13.

14.

The estimate is based on final site restoration, in which all existing and proposed
structures, with the exception of the switchyard, will be removed. Clean demolition
costs are based on the assumption that all site improvements will be removed in their
entirety. Clean backfill will be imported and placed to re-establish grade. The entire
disturbed area of the site is to be graded, to restore the natural grade to the extent
possible, and seeded.

Uncontaminated lead shielding remaining is assumed to be removed from its installed
locations and shipped offsite by entities having a need for the material. The entities
receive the lead at no charge in return for providing the removal and shipping services.

Site-specific information regarding contaminated soil was used as a basis for
calculation of current costs for their remediation. While no known radiological or
chemical remediation is required at the switchyard or the Mesa, those areas will be
addressed as part of the Baseline Characterization Survey and Historical Site
Assessment. If the studies conclude that radiological or chemical remediation is
required at the switchyard or the Mesa, the DCE will be amended. For radiological
contamination found at either the switchyard or the Mesa, the DCE will be amended to
include all subsequent cost estimates for the remediation, which will be paid for by the
SONGS participants in accordance with their cost allocations for the ‘Common
Facilities’. Chemical remediation of the switchyards will be paid by either SCE or
SDG&E owners of the respective switchyards.

Costs for hazardous waste disposal, as well as asbestos and lead abatement, are
included in this study.

All Class A waste is assumed to be disposed of at EnergySolutions’ facility in Clive,
Utah, in accordance with the existing Life-of-Plant Disposal Agreement between
EnergySolutions and Southern California Edison, dated January 18, 2014 (Ref. No. 7).
The following 2014 disposal rates will be applied:

Demolition Debris and Soil - $57.97/Cubic Foot plus 5% Utah taxes
Oversized Debris - $111.31/Cubic Foot plus 5% Utah taxes
Containerized Waste Facility - $214.50/Cubic Foot plus 12% Utah taxes
Large Components - $289.87/Cubic Foot plus 5% Utah taxes

Cask Shipments - $44,059/Cask plus 12% Utah taxes

Class A waste includes Dry Active Waste (DAW) arising from the disposal of
contaminated protective clothing and health physics supplies.

Class B, C, and GTCC waste disposal costs are based on recent quotes for disposal of
activated hardware and resins at the WCS facility. All resins and filter waste is
assumed to be Class B.

Shipping costs for the Class B and C waste are based on a distance of 1,079 miles one
way from SONGS to the WCS site.
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15.

16.

17.

18.

19.

20.

21.

22.

23.

24,

25.

GTCC is not subject to the same storage and security requirements as spent fuel and
therefore is not required to be stored on the ISFSI pad. But for purposes of this
estimate and to facilitate decommissioning, GTCC waste generated from the
segmentation of the reactor internals is assumed to be packaged in Dry Shielded
Canisters (DSCs) and placed in Advanced Horizontal Storage Modules (AHSMs) in the
ISFSI to await final disposition at a DOE repository.

It is assumed that a total of six DSCs per unit will be required for GTCC waste.

Reactor vessel and internals curie estimates were derived from the values for the
Reference PWR vessel and internals in NUREG/CR-0130 (Ref. No. 5). These values
were adjusted for decay period.

The EnergySolutions site-specific classification of radioactive wastes for the SONGS
Plant identified that the spent fuel assemblies and two components within the reactor
vessel (the Core Shroud Assembly and the Lower Core Grid Plate) will exceed Class C
limitations.

The spent fuel shipments are based upon best current information and assumptions, as
qualified and described elsewhere in this study, including in Section 2.2. above.

Spent fuel will remain in the spent fuel pool for six years before being transferred to the
ISFSI.

The costs for ISFSI construction and transfer of spent fuel from Units 2 & 3 to dry
storage were developed by SCE and furnished to EnergySolutions. Following
completion of spent fuel transfers to dry storage the cost of maintenance and operation
of the ISFSI is distributed between Units 1, 2 and 3 based on the relative percentages of
spent fuel assemblies in storage. The percentages are 10, 45, and 45 for Units 1, 2, and
3, respectively. The exception is that all property taxes are solely the liability of Units
2 & 3. Following completion of SNF Pd 4 — Dry Storage Only Units 1, 2, and 3, all
ISFSI maintenance and operating costs are assigned to Units 2 & 3 until the ISFSI
D&D. During ISFSI D&D costs are distributed to all three units in the same
percentages of 10, 45, and 45.

DOE has not committed to accept SCE’s canistered spent fuel. But for purposes of this
estimate, it is assumed that an SCE-funded dry storage facility will not be necessary.

Costs for ISFSI demolition are included in this estimate. SCE assumes that portions of
the AHSM concrete will be activated.

EnergySolutions has assumed that the 10 CFR Part 50 license will be maintained until
DOE has taken possession of the spent fuel.

SCE’s annual ISFSI insurance premiums of $302,000 are assumed to be incurred until
all fuel shipments have been completed and the structure is no longer in use.
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26.

27.

28.

29.

30.

31.

32.

33.

34.

SCE’s Emergency Preparedness (FEMA) fees of $500,000 per year and California
Office of Emergency Services fees of $2,800,000 per year are applied until the spent
fuel pool is empty. These fees were supplied by SCE.

SCE’s current annual property taxes are assumed to be reduced to a constant
$1,500,000 per year. The property taxes are a license termination expense until the
completion of decommissioning, and then a spent fuel management expense until
completion of the ISFSI D&D.

EnergySolutions has included the annual NRC 10 CFR 171.15(c)(2) fees, for reactors in
decommissioning of $231,000/yr per unit until decommissioning is completed as a
license termination expense. Following completion of decommissioning, this expense
Is continued as a spent fuel management cost for maintenance of the 10 CFR Part 50
license.

EnergySolutions has included Environmental Permits and Fees of $1,900,000 per year
as supplied by SCE.

EnergySolutions has included NRC inspection fees during each decommissioning
period based on the type and level of activities being performed.

SONGS annual insurance premiums, in 2014 dollars as supplied by SCE, are as
follows:

Nuclear Property Primary - $4,878,099

Nuclear Liability - $1,151,075

Additional Liability, Non-Nuclear - $3,576,519

Workers’ Compensation - $180,335

Property Insurance - $353,286

The premium amounts have been adjusted by EnergySolutions in accordance with
information furnished by SCE to meet the requirements of each period.

Site operating expenses expected to be incurred during decommissioning and spent fuel
management are included in the estimate. These costs include materials and services,
utilities (water, gas, phone), telecommunications equipment, non-process computers,
personal computers and tools and equipment. These costs were calculated based on
information provided by SCE and adjusted by EnergySolutions to match the
requirements of each period, based on staffing levels.

Site Lease and Easement expenses of $2,300,000 per year until the Mesa lease is
terminated are included in the estimate. Following termination of the Mesa lease the
site lease and easement expenses are reduced to $299,920 per year. These costs are
based on information provided by SCE.

Utility (Licensee) staff positions and average direct burdened salary (i.e. total
compensation) data in 2014 dollars were supplied by SCE.
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35.

36.

37.

38.

39.

40.

41.

42.

Severance costs for those employees terminated as a result of SONGS
decommissioning, including those costs required under California law are included in
the estimate.  Severance costs for Reductions-in-Force (RIFs) that occurred
immediately after shutdown, and during the course of spent fuel management and
decommissioning are assumed to be a site restoration expense and are included in the
estimate.

Severance costs per employee were provided by SCE.

DGC staff salaries, including overhead and profit, were determined by EnergySolutions
and represent EnergySolutions’ standard assumptions for these rates.

The professional personnel used for the planning and preparation activities, and DGC
personnel, are assumed to be paid per diem at the rate of $204/day, based on per diem
rates from U.S. General Services Administration (GSA) for Orange County, California.

Craft labor rates were taken from the CA Union Craft Rate Sheet, dated January 9,
2014. Craft labor rates for disciplines not provided in the rate sheet have been taken
from the 2014 RS Means Labor Rates for the Construction Industry (Ref. No. 10), for
Anaheim, CA. Since the skilled laborers are assumed to be supplied by the local union
hall, they will not be paid per diem.

The security guard force included in this estimate has been sized in accordance with the
current Design Basis Threat assessment.

This study follows the occupational exposure principles of As Low As Reasonably
Achievable (ALARA) through the use of productivity loss factors that incorporate such
items as the use of respiratory protection and personnel protective clothing. These
factors increase the work duration and cost.

The costs of all required safety analyses and safety measures for the protection of the
general public, the environment, and decommissioning workers are included in the cost
estimates. This reflects the requirements of:

10 CFR 20 Standards for Protection Against Radiation

10 CFR 50 Domestic Licensing of Production and Utilization Facilities

10 CFR 61 Licensing Requirements for Land Disposal of Radioactive Waste
10CFR 71 Packaging of Radioactive Material for Transport

10CFR 72 Licensing Requirements for the Independent Storage of Spent

Nuclear Fuel and High-Level Radioactive Waste

29 CFR 1910 Occupational Safety and Health Standards
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49 CFR 170-189 Department of Transportation Regulations Governing the
Transport of Hazardous Materials

Reg. Guide 1.159 Assuring the Availability of Funds for Decommissioning Nuclear
Reactors

43. Activity labor costs do not include any allowance for delays between activities, nor is
there any cost allowance for craft labor retained on site while waiting for work to
become available.
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6.0 STUDY RESULTS

This study analyzes the following technical approach to decommissioning as defined by SCE:

=  Prompt DECON methodology.

= Permanent cessation of operations and commencement of decommissioning
planning on June 7, 2013.

= Termination of spent fuel pool operation six years after permanent shutdown.
= Spent fuel will be stored in MPCs at an on-site ISFSI.
= Adry transfer facility will not be necessary for transfer of SNF for transport.

= Decommissioning will be performed by a DGC with oversight by the SONGS
participants.

= LOP Disposal Rates are used for Class A LLRW.
= WCS Texas Disposal Rates are used for Class B and C LLRW.
= DOE begins accepting spent fuel from the industry in 2024.

Spent Fuel Shipping Schedule

The spent fuel shipping schedule is provided in Appendix B. Spent fuel shipments from the
industry to DOE will begin in 2024. The spent fuel shipment schedules are based upon best
current information and assumptions, as qualified and described elsewhere in this study,
including in Section 2.2 above.

Cost and Schedule

Figure 6-1 is a summary project schedule. A detailed schedule is provided in Appendix C.
Table 6-1 summarizes the period durations and total costs, including contingency, for License
Termination, Spent Fuel, and Site Restoration activities. A detailed cost table is provided in
Appendix D, and a table of annual expenditures is provided in Appendix E.

Project Staffing

This scenario is based on the assumption that decommissioning will be performed by an
experienced and qualified DGC, with oversight and management of the decommissioning
operations performed by the Licensee staff. Utility (Licensee) staffing levels, by organizational
department and function, for each period are provided in Table 6-2. The DGC staffing levels, by
organizational department and function, for each period are provided in Table 6-3.
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LLRW Disposal VVolumes

LLRW disposal is a significant element of the decommissioning project. The estimated cubic
feet of waste are summarized as follows:

Waste

Class Unit 2 Unit 3 Total
Class A 1,832,961 | 1,819,680 | 3,652,641
Class B 7,600 7,600 15,200
Class C 4,095 4,095 8,190
GTCC 941 941 1,882

Waste disposal volumes and costs, itemized by packaging, transportation, surcharges and
disposal costs by waste class and facility, are provided in Table 6-4. The waste disposal costs
provided in Table 6-4 do not include contingency.
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2014 Decommissioning Cost Analysis of the

San Onofre Nuclear Generating Station Units 2 & 3

Document No. 164001-DCE-001

Table 6-1°

Cost and Schedule Summary
(2014 Dollars in Thousands)

Period No. Period Description Start End Years Unit2 Cost Unit3 Cost Total Cost

License Termination (50.75(c))

Decon Pd 1 Erans'“of‘ o 6/7/2013  12/31/2013  0.56 $25,749 $26,566 $52,315

ecommlSSlOﬂlng

Decommissioning Planning

Decon Pd 2 T i o e 1/1/2014  6/30/2015  1.49 $118,709  $122430  $241,140
Decommissioning

Decon Pd 3  Preparations and Reactor 6/30/2015 6/1/2019  3.92 $262,210 $276,799 $539,009
Internals Segmentation

Deconpd 4 Hiant Systems and Large 6/1/2019  9/24/2022  3.31 $392,020  $412.475  $804,504
Component Removal

Decon Pd5  Building Decontamination 0/24/2022  7/13/2024  1.80 $212,447  $216,659  $429,106

DeconPd 6  -icense Termination During 711312024 12/24/2032  8.44 $23,085 $23,085 $46,171
Demolition

Account Total 19.52 $1,034,230 $1,078,016  $2,112,246

Spent Fuel (50.54(bb)) and (72.30)

SNF Pd 1 ?f:g;ggf}' Management 6/7/2013  12/31/2013  0.56 $63,891 $66,105  $129,997

SNF Pd 2 gfoergzgue' Transfer to Dry 1/1/2014 6/1/2019  5.41 $344,629  $372,193  $716,822
Dry Storage During

SNF Pd 3 Decommissioning - Units 1, 2 6/1/2019 12/5/2031 12.51 $61,425 $61,425 $122,849
and 3

SNF Pd 4 Enré’ gtorage Only-Units 1,2 1550031 12/31/2035  4.07 $29,383 $29,383 $58.765

SNF Pd 5 Enré’ ;torage Only - Units 2 12/31/2035  12/31/2049  14.00 $107,326  $107,326  $214,653

ngE D&D  \sEs) License Termination 12/31/2049  5/6/2050  0.34 $1,260 $1,260 $2,520

|§ng D&D skt Demolition 5/6/2050  9/8/2051  1.34 $15,295 $15,295 $30,590

Account Total 38.23 $623209  $652,987  $1,276,196

Site Restoration

SRPd 1 Transition to Site Restoration 6/7/2013  6/30/2015  2.06 $64,280 $66,210  $130,489

SRpd2 Building Demolition During 6/30/2015  7/11/2017  2.03 $13,003 $37,242 $50,245
Decommissioning

SRpd3  Subsurface Demolition 10/1/2019  7/13/2024  4.78 $15,593 $22,319 $37.912
Engineering and Permitting

SRPd4  Building Demolitionto3Feet 150050 1011412008  4.25 $124953  $134113  $250,066
Below Grade

SRPd5  oubgrade Structure Removal 610008 1o/52031 314 $171.987  $269560  $441547
Below - 3 Feet

sRpde  Final Site Restoration and 5/6/2050 12/15/2051  1.60 $33.482 $70064  $103,545
Lease Termination

Account Total 17.86 $423,297 $599,507 $1,022,804

Grand Total $2,080,735  $2,330511  $4.411,246

® Rows and columns may not add correctly due to rounding.
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License Termination — 50.75(c) Utility Staff

Table 6-2
Utility Staff Levels

Decon Decon Decon Decon Decon Decon
Department Pd 1 Pd 2 Pd3 Pd 4 Pd5 Pd 6
Decommissioning 0 21 21 25 18 0
Engineering 0 49 14 14 12 0
Maintenance and Work Control 0 38 10 10 3 0
Operations 0 15 7 7 0 0
Oversight and Nuclear Safety 0 7 2 2 1 0
Radiation Protection and Chemistry 0 27 26 31 26 0
Regulatory and Emergency Planning 0 10 4 4 4 0.5
Safety and Human Performance 0 13 7 7 7 0
Security Admin 0 6 6 6 6 0
Security Guard Force 0 12 12 12 12 0
Site Management and Administration 0 13 13 13 9 1
Period Totals 0 211 122 131 98 15
Spent Fuel - 50.54(bb) Utility Staff
SNF SNF SNF SNF SNF ~ SNFD&D  SNF D&D
Department Pd 1 Pd 2 Pd 3 Pd 4 Pd 5 Pd 1 Pd 2
Spent Fuel Shipping 0 0 0 2 2 0 0
Decommissioning 0 0 0 0 0 1 1
Engineering 0 1 1 1 1 0 1
Maintenance and Work Control 0 31 0 0 0 0 0
Operations 0 45 1 1 1 0 0
Oversight and Nuclear Safety 0 1 0.25 0.25 0.25 0 0
Radiation Protection and Chemistry 0 6 4 4 4 1 2
Regulatory and Emergency Planning 0 0 0 0 0 1 1
Security Admin 0 14 10 8 8 1 1
Security Guard Force 0 178 35 35 35 5 5
Site Management and Administration 0 0 0 0 0 1 1
Period Total 0 276 51.25 5425 54.25 10 12
Site Restoration - Utility Staff
SR SR SR SR SR SR
Department Pd 1 Pd 2 Pd 3 Pd 4 Pd 5 Pd 6
Decommissioning 0 2 0 5 4 2
Engineering 0 1 0 2 1 0
Maintenance and Work Control 0 1 0 2 2 2
Regulatory and Emergency Planning 0 1 0 0 0 0
Safety and Human Performance 0 1 0 2 1 1
Security Admin 0 0 0 1 1 0
Security Guard Force 0 0 0 5 5 0
Site Management and Administration 0 0 0 4 3 3
Period Totals 0 6 0 21 17 8
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Table 6-3
DGC Staff Levels

License Termination — 50.75(c) DGC Staff

Decon Decon Decon Decon
Department Pd 3 Pd 4 Pd5 Pd 6
Administration 9 17 17 0
Engineering 15 29 14 0
Health Physics 16 73 73 2
Management 3 3 3 0
Quality Assurance 2 5 4 0
Waste Operations 7 16 16 0
Period Totals 52 143 127 2

Spent Fuel - 50.54(bb) - DGC Staff

SNF D&D

Department Pd 2
Administration 1
Engineering 2
Health Physics 3
Management 1
Quality Assurance 1
Waste Operations 4
Period Totals 12
Site Restoration DGC Staff

SR SR SR SR SR SR
Department Pd 1 Pd 2 Pd 3 Pd 4 Pd 5 Pd 6
Administration 0 0 0 10 5 4
Engineering 0 0 0 13 11 5
Health Physics 0 0 0 3 0 0
Management 0 0 0 2 2 1
Quality Assurance 0 0 0 2 1 0
Waste Operations 0 0 0 11 7 7
Period Totals 0 0 0 41 26 17
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Appendix A

List of Systems and Structures



Common

SONGS Plant System and Structure List

Type

System Name or Description

Non
Struct
Struct
Struct
Struct
Struct
Struct
Struct
Struct
Struct
Struct
Struct
Struct
Struct
Struct
Struct
Struct
Struct
Struct
Struct
Struct
Ess
Ess
Ess
Non
Non
Non
Non
Non
Non
Non
Non
Struct
Struct
Struct
Struct
Struct
Struct
Struct
Struct
Struct
Struct
Struct
Struct
Ess
Ess

Not Used

Administration Building (K-40/50)
AWS Building

Building L-50

Gunite Slope Protection

High Flow Make-Up Demineralizer Area
ISFSI Support Structures

Maintenance Building 1 (B-43/B-44)
Maintenance Building 2 (B-49/B-50)
Maintenance Building 4 (B-64/B-65)
Maintenance Building 5 (B-62/B-63)
Mesa Buildings

Not Used

Outage Control Center Building

REMS Staging Pad

Seawall - Units 2 & 3

Security Access Building (A-80, 81, 82)
Service Building (K-10, 20, 30)

South Security Processing Facility (K-70)
South Yard Facility Buildings (T-10, 20, 60 and Haz Mat.)
Staging Warehouse Building

Auxilary Control Systems - Unit 2

Fuel Handling Building Systems - Unit 2
Radwaste Systems - Unit 2

Condenstate Storage Systems - Unit 2
Containment Building Systems - Unit 2
Diesel Generator Systems - Unit 2

Full Flow Areas Systems - Unit 2

Intake Systems - Unit 2

Penetration Building Systems - Unit 2
Safety Equipment Building Systems - Unit 2
Turbine Bldg Equip to 9 ft - Unit 2
Condensate Storage Area - Unit 2
Containment Building - Unit 2

Control Building - Unit 2

Diesel Generator Building - Unit 2

Fuel Handling Building - Unit 2

Full Flow Building - Unit 2

Intake Structure - Unit 2

Penetration Building - Unit 2

Radwaste Building - Unit 2

Safety Equipment Building - Unit 2
Tunnels - Unit 2

Turbine Building - Unit 2

Auxilary Control Systems - Unit 3

Fuel Handling Building Systems - Unit 3
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Unit 3

SONGS Plant System and Structure List

Type System Name or Description

Ess Radwaste Systems - Unit 3

Non Condenstate Storage Systems - Unit 3
Non Containment Building Systems - Unit 3
Non Diesel Generator Systems - Unit 3

Non Full Flow Areas Systems - Unit 3

Non Intake Systems - Unit 3

Non Penetration Building Systems - Unit 3
Non Safety Equipment Building Systems - Unit 3
Non Turbine Bldg Equip to 9 ft - Unit 3
Non Turbine Generator to 63 ft - Unit 3
Struct Condensate Storage Tank Area - Unit 3
Struct Containment Building - Unit 3

Struct Control Building - Unit 3

Struct Diesel Generator Building - Unit 3
Struct Fuel Handling Building - Unit 3

Struct Full Flow Building - Unit 3

Struct Intake Structure - Unit 3

Struct Penetration Building - Unit 3

Struct Radwaste Building - Unit 3

Struct Safety Equipment Building - Unit 3
Struct Tunnels - Unit 3

Struct Turbine Building - Unit 3
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2014 Decommissioning Cost Analysis of the Document No. 164001-DCE-001
San Onofre Nuclear Generating Station Units 2 & 3

Appendix B

Spent Fuel Shipping Schedule



SONGS Unit 2 & Unit 3
Spent Fuel Shipping Schedule
2024 DOE Acceptance

On-Site Inventory (Beginning of Year)

On-Site Transfers (During Year)

Off-Site Transfers (During Year

Units 2 & 3
Units 2 & 3 Fuel Units 2 & 3 Unit 2 & 3 Fuel | Unit 2 & 3 Fuel Unit 2 Unit 3 Units 2 & 3 Units 2 & 3
Fuel Assemblies Fuel Units 2 & 3 Assemblies Canisters Assemblies Assemblies Assemblies Canisters
Assemblies in| in Dry Assemblies in [ Canisters in Transferred to Transferred to | Transferred to [ Transferred to | Transferred to | Transferred to
Year | Wet Storage | Storage [On-Site Storage ISESI ISFSI ISFSI DOE DOE DOE DOE
2014 2668 792 3460 33 0 0 0 0 0 0
2015 2668 792 3460 33 0 0 0 0 0 0
2016 2668 792 3460 33 0 0 0 0 0 0
2017 2668 792 3460 33 768 24 0 0 0 0
2018 1900 1560 3460 57 1,536 48 0 0 0 0
2019 364 3096 3460 105 364 13 0 0 0 0
2020 0 3460 3460 118 0 0 0 0 0 0
2021 0 3460 3460 118 0 0 0 0 0 0
2022 0 3460 3460 118 0 0 0 0 0 0
2023 0 3460 3460 118 0 0 0 0 0 0
2024 0 3460 3460 118 0 0 0 0 0 0
2025 0 3460 3460 118 0 0 0 0 0 0
2026 0 3460 3460 118 0 0 0 0 0 0
2027 0 3460 3460 118 0 0 0 0 0 0
2028 0 3460 3460 118 0 0 0 0 0 0
2029 0 3460 3460 118 0 0 0 0 0 0
2030 0 3460 3460 118 0 0 48 48 96 4
2031 0 3364 3364 114 0 0 192 96 288 12
2032 0 3076 3076 102 0 0 120 120 240 10
2033 0 2836 2836 92 0 0 0 96 96 4
2034 0 2740 2740 88 0 0 112 120 232 8
2035 0 2508 2508 80 0 0 96 96 192 6
2036 0 2316 2316 74 0 0 128 96 224 7
2037 0 2092 2092 67 0 0 0 0 0 0
2038 0 2092 2092 67 0 0 96 128 224 7
2039 0 1868 1868 60 0 0 96 96 192 6
2040 0 1676 1676 54 0 0 96 96 192 6
2041 0 1484 1484 48 0 0 0 0 0 0
2042 0 1484 1484 48 0 0 96 96 192 6
2043 0 1292 1292 42 0 0 96 96 192 6
2044 0 1100 1100 36 0 0 96 96 192 6
2045 0 908 908 30 0 0 128 96 224 7
2046 0 684 684 23 0 0 96 128 224 7
2047 0 460 460 16 0 0 96 230 326 11
2048 0 134 134 5 0 0 0 0 0 0
2049 0 134 134 5 0 0 134 0 134 5
2050 0 0 0 0 0 0 0 0 0 0
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Appendix C

Detailed Project Schedule
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2014 Decommissioning Cost Analysis of the Document No. 164001-DCE-001
San Onofre Nuclear Generating Station Units 2 & 3

Appendix D

Detailed Cost Table
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2014 Decommissioning Cost Analysis of the Document No. 164001-DCE-001
San Onofre Nuclear Generating Station Units 2 & 3

Appendix E

Annual Cash Flow Table



SONGS Annual Cost By Account

Prompt DECON Base Case, 2024 DOE Acceptance, Dry Storage

Unit No: Unit 2 2014 Dollars in Thousands
Year License Spent Fuel Site Restoration Total
Termination

2013 $25,749 $63,891 $49,067 $138,706
2014 $79,799 $35,719 $15,089 $130,607
2015 $69,196 $106,308 $7,439 $182,943
2016 $54,541 $59,308 $3,730 $117,579
2017 $111,903 $59,308 $1,957 $173,168
2018 $47,520 $59,308 $0 $106,828
2019 $108,328 $27,554 $13,539 $149,420
2020 $185,482 $4,908 $36 $190,426
2021 $79,081 $4,908 $36 $84,026
2022 $54,785 $4,908 $1,927 $61,621
2023 $158,207 $4,908 $36 $163,151
2024 $37,930 $4,908 $16,848 $59,687
2025 $2,922 $4,908 $44,621 $52,451
2026 $2,922 $4,908 $19,412 $27,243
2027 $2,922 $4,908 $22,469 $30,299
2028 $2,922 $4,908 $31,688 $39,518
2029 $2,922 $4,908 $66,873 $74,704
2030 $2,922 $4,908 $71,867 $79,697
2031 $2,055 $5,089 $23,181 $30,325
2032 $2,122 $7,214 $0 $9,336
2033 $0 $7,214 $0 $7,214
2034 $0 $7,214 $0 $7,214
2035 $0 $7,228 $0 $7,228
2036 $0 $7,665 $0 $7,665
2037 $0 $7,665 $0 $7,665
2038 $0 $7,665 $0 $7,665
2039 $0 $7,665 $0 $7,665
2040 $0 $7,665 $0 $7,665
2041 $0 $7,665 $0 $7,665
2042 $0 $7,665 $0 $7,665
2043 $0 $7,665 $0 $7,665
2044 $0 $7,665 $0 $7,665
2045 $0 $7,665 $0 $7,665
2046 $0 $7,665 $0 $7,665
2047 $0 $7,665 $0 $7,665
2048 $0 $7,665 $0 $7,665
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SONGS Annual Cost By Account

Prompt DECON Base Case, 2024 DOE Acceptance, Dry Storage

Unit No: Unit 2 2014 Dollars in Thousands
Year License Spent Fuel Site Restoration Total
Termination
2049 $0 $7,667 $0 $7,667
2050 $0 $9,974 $20,177 $30,151
2051 $0 $6,573 $11,928 $18,500
2052 $0 $0 $1,377 $1,377
Total $1,034,230 $623,209 $423,297 $2,080,735
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SONGS Annual Cost By Account

Prompt DECON Base Case, 2024 DOE Acceptance, Dry Storage

Unit No: Unit 3 2014 Dollars in Thousands
Year License Spent Fuel Site Restoration Total
Termination

2013 $26,566 $66,105 $49,067 $141,739
2014 $78,964 $40,156 $15,969 $135,089
2015 $74,096 $112,024 $9,390 $195,509
2016 $61,451 $64,405 $25,227 $151,083
2017 $40,631 $64,405 $3,799 $108,835
2018 $86,348 $64,405 $0 $150,753
2019 $96,521 $29,675 $13,908 $140,104
2020 $120,873 $4,908 $2,135 $127,916
2021 $194,090 $4,908 $575 $199,574
2022 $135,313 $4,908 $2,467 $142,688
2023 $114,581 $4,908 $1,511 $121,000
2024 $26,874 $4,908 $36,778 $68,560
2025 $2,922 $4,908 $40,655 $48,485
2026 $2,922 $4,908 $21,676 $29,507
2027 $2,922 $4,908 $25,848 $33,678
2028 $2,922 $4,908 $20,945 $28,776
2029 $2,922 $4,908 $117,321 $125,151
2030 $2,922 $4,908 $116,672 $124,503
2031 $2,055 $5,089 $25,501 $32,645
2032 $2,122 $7,214 $0 $9,336
2033 $0 $7,214 $0 $7,214
2034 $0 $7,214 $0 $7,214
2035 $0 $7,228 $0 $7,228
2036 $0 $7,665 $0 $7,665
2037 $0 $7,665 $0 $7,665
2038 $0 $7,665 $0 $7,665
2039 $0 $7,665 $0 $7,665
2040 $0 $7,665 $0 $7,665
2041 $0 $7,665 $0 $7,665
2042 $0 $7,665 $0 $7,665
2043 $0 $7,665 $0 $7,665
2044 $0 $7,665 $0 $7,665
2045 $0 $7,665 $0 $7,665
2046 $0 $7,665 $0 $7,665
2047 $0 $7,665 $0 $7,665
2048 $0 $7,665 $0 $7,665
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SONGS Annual Cost By Account

Prompt DECON Base Case, 2024 DOE Acceptance, Dry Storage

Unit No: Unit 3 2014 Dollars in Thousands
Year License Spent Fuel Site Restoration Total
Termination
2049 $0 $7,667 $0 $7,667
2050 $0 $9,974 $23,120 $33,094
2051 $0 $6,573 $45,566 $52,139
2052 $0 $0 $1,377 $1,377
Total $1,078,016 $652,987 $599,507 $2,330,511
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2014 Decommissioning Cost Analysis of the Document No. 164001-DCE-001
San Onofre Nuclear Generating Station Units 2 & 3

Appendix F

SDG&E SONGS Decommissioning Costs (100%)



Appendix F SDG&E SONGS Decommissioning Costs (100%)

San Diego Gas & Electric Company (SDG&E) provides the following information
regarding its internal decommissioning costs, which it expects to incur and to fund on its own

behalf (100%) in addition to its 20% share of the Decommissioning Cost Estimate.

I. BACKGROUND

As the 20% minority owner, SDG&E is contractually obligated to pay its 20% ownership
share of decommissioning expenses for SONGS. These costs, outlined in the DCE, will be
incurred by the decommissioning agent and SDG&E will receive invoicing for its proportional

share.

Il. SDG&E COSTS

Table F-1
SDG&E SONGS DECOMMISSIONING COSTS (1,000’s,
$2014)
Total SDG&E Other/ Total
Units 2 & 3 Labor Non-Labor Costs
License
Termination $3,832 $1,047 $4,879
Spent Fuel
Management $2,729 $417 $3,147
Site
Restoration $1,904 $401 $2,305
Total $8,465 $1,865 $10,330

In addition to SDG&E’s 20% share of the costs outlined in the DCE, SDG&E also incurs
internal costs related to its SONGS ownership. SDG&E incurs 100% of these Labor and Non-
Labor costs related to SDG&E’s oversight activities. These costs are apportioned into SCE’s
DCE categories of License Termination, Spent Fuel Management, and Site Restoration by

determining the percentage of costs SCE allocated to each category and multiplying SDG&E’s
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Appendix F SDG&E SONGS Decommissioning Costs (100%)

costs by that same percentage for each category. SDG&E estimates that its total internal costs

over the decommissioning period to be $10.33 million (2014$).

a. SDG&E LABOR

The first category, “SDG&E Labor” includes SDG&E staff who provide oversight of
SONGS costs and activities. SDG&E’s internal staffing efforts are expected to mirror site
staffing where the three (3) full-time equivalents (“FTEs”) are reduced after 2016 to two (2)
FTEs, then to one (1) FTE after 2025, and eventually to zero (0) FTEs after 2032. After 2032,
invoicing and oversight activities are anticipated to be minor during this period. Once ISFSI
decommissioning is initiated on or around 2049, SDG&E plans to identify one (1) full-time

equivalent through 2052.

These costs are shown in Table F-1 under the column heading of “SDG&E Labor” and
are apportioned into SCE’s categories of License Termination, Spent Fuel Management, and Site

Restoration.

b. OTHER/NON-LABOR

The second type of SDG&E-specific costs are “Other/Non-Labor”, which consist of

outside decommissioning consultants and direct costs related to oversight activities.

To provide oversight of decommissioning activities, SDG&E has retained an external
decommissioning consultant who has the expertise SDG&E requires. The external consultant is
utilized to a greater extent through 2016 and then the consultant services are tapered off annually

through 2025.

SDG&E also incurs direct costs related specifically to SDG&E’s oversight activities at

SONGS. These costs, which include travel reimbursement, phone services, training, and wireless
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Appendix F SDG&E SONGS Decommissioning Costs (100%)

communication from SONGS, will coincide with the number of SDG&E SONGS oversight

personnel FTEs.

These costs are shown in Table F-1 under the column heading of Other/Non-labor and are
apportioned into SCE’s categories of License Termination, Spent Fuel Management, and Site

Restoration.

I1l.  CONCLUSION

All of SDG&E’s internal decommissioning costs presented in Table F-1 are separate and

distinct from the costs incurred by the decommissioning agent and invoiced to SDG&E.

SDG&E will seek authority to access its nuclear decommissioning trust funds to pay for
its proportional share of SONGS related decommissioning expenses and for its internal
decommissioning costs incurred through a Commission-approved advice letter process consistent
with the terms of the SDG&E Master Trust Agreement, and relevant rules and regulations of the

Internal Revenue Service and the Nuclear Regulatory Commission.
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Attachment C

IRS Private Letter Ruling, dated March 31, 2014, and SDG&E Request

Concerning Early Decommissioning Costs

#294019



Department of the Treasury
Washington, DC 20224

Internal Revenue Service

Third Party Communication: None
Date of Communication: Not Applicable

Index Number: 468A.01-00

Person To Contact:

Patrick S. Kirwan, ID No. 1000219435

Telephone Number:

(202) 317-6853
Refer Reply To:
Robert Schlax CC:PSI:B6
Vice President, Controller and CFO PLR-147158-13
San Diego Gas & Electric Company Date:
8306 Century Park Court MAR 3 1 2014
San Diego, CA 92123

LEGEND:

Taxpayer E San Diego Gas & Electric Company (EIN: 95-1184800)
Parent - Sempra Energy (EIN: 33-0732627)

Plant A = San Onofre Nuclear Generating Station — Unit Two
Plant B = San Onofre Nuclear Generating Station — Unit Three
Location = San Diego County, California

Commission - California Public Utility Commission

State - California

Year A = 1983

Year B = 1984

Date 1 - February 16, 2022

Date 2 = November 15, 2022

Date 3 - June 7, 2013

P = 20%

D = 20%

Fund = Nuclear Decommissioning Fund

Director = Industry Director, Natural Resources and Construction

Dear Mr. Schlax:

This letter responds to your request, dated November 8, 2013, for rulings
concerning whether certain payments made to employees and certain payments of “pre-
dismantlement costs” constitute “nuclear decommissioning costs” as defined in § 468A
of the Internal Revenue Code and § 1.468A-1(b)(6) of the Income Tax Regulations. In
addition, you ask whether these payments generate a specified liability loss under §
172(f), and if so, what is the earliest taxable year to which such a loss may be carried.



APR-11-2814 12:13 OFFICE OF CHIEF COUNSEL 202 622 4779 P.84

PLR-147158-13

Taxpayer represents the facts and information relating to its request for rulings as
follows:

Taxpayer, a corporation, is wholly-owned (through an additional corporation) by
Parent. Taxpayer owns a P percent interest in both Plant A and Plant B and is
responsible for D percent of the cost of decommissioning each Plant. The Plants are at
Location and the amended operating license of Plant A is scheduled to expire on Date 1
and the operating license of Plant B is scheduled to expire on Date 2. On Date 3
Taxpayer notified the Nuclear Regulatory Commission (NRC) that both Plants had
permanently ceased operations. With respect to nuclear decommissioning costs that
are included in the Taxpayer's cost of service for ratemaking purposes as well as for
other matters, Taxpayer is subject to regulation by Commission. Taxpayer maintains a
separate Fund for each of the Plants. Commission has authorized collections of
amounts for decommissioning from ratepayers and the Service has approved schedules
of ruling amounts for contributions to these Funds.

In the transition of the Plants from operational status to a safe shutdown and then
to physical dismantlement of the Plants and restoration of the site as required by
Commission and the Nuclear Regulatory Commission, the operational workforce of the
Plants will be reduced overall. The Taxpayer has broadly described the types of tasks
to be performed by employees during the decommissioning process as follows: (1) to
plan and design all of the logistical and technical aspects required to take a nuclear
power plant from an operational-ready status to safe shutdown and non-operational
status to a fully dismantled and restored site; (2) to ensure the safe and orderly
transition of the Plants from an operational-ready status to safe shutdown and non-
operational status; (3) maintain the Plants in a safe condition during the actual
dismantlement of the Plants; and (4) dismantle, remove, and restore the site to its
regulatory and legally required condition. When employees are no longer needed for
operation and or any phase of the decommission process, those employees are
released from service with the Taxpayer, Rules of the Commission allow the collection
of decommissioning amounts for the severance and other assistance payments to
separated employees who become unemployed as a result of decommissioning.

In addition to the severance payments described above, Taxpayer will incur “pre-
dismantlement costs.” These costs are described by the Taxpayer broadly as follows:
(1) preparation for physical decommissioning of the units; (2) consolidation and
restoration of the facilities of the Plants and the site upon which they are located:; (3)
security for the Plants and the surrounding site; (4) communication with affected
communities regarding the permanent retirement of the Plants and plans for
decommissioning of the Plants; and (5) staffing costs incurred as a result of the
permanent retirement and prior to the commencement of physical dismantlement of
major components of the Plants, '

For reasons of administrative necessity, many of the costs described above will
be paid initially, either by an unrelated company that owns the remainder of Plant A and
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Plant B not owned by Taxpayer, or by Taxpayer. These costs will then be reimbursed
to the unrelated company or to Taxpayer by the Fund.

Taxpayer requests the following rulings:

(1)  Severance payments as described in the Taxpayer’s request constitute
“nuclear decommissioning costs” within the meaning of § 468A and
§ 1.468A-1(b)(6), and therefore can be paid out of the Funds for the
related Plant.

(2)  Pre-dismantlement decommissioning costs as described above constitute
“nuclear decommissioning costs” within the meaning of § 468A and
§ 1.468A-1(b)(6), and therefore can be paid out of the Funds for the
related

(3) Reimbursement by the Funds to the unrelated company or to the
Taxpayer of severance payments and pre-dismantlement
decommissioning costs represent a permissible use of the Funds
under § 468A(c)(4) and §§ 1.468A-5(a)(3)(i) and 1.468A-5(b)(2)(i), and
is not a prohibited self-dealing transaction under § 1.468A-5(b)(1).

(4) May deductions for the Severance Payments described in Issue 1 and the
Pre-Dismantlement Decommissioning Costs described in Issue 2
generate a specified liability loss under § 172(f), and if so, what is the
earliest taxable year to which such a loss may be carried?

LAW AND ANALYSIS

Issues 1, 2, and 3

Section 468A(a) was added to the Code in 1984 by Deficit Reduction Act of
1984, Pub. L. No. 98-369. Section 468A(a) allows owners/operators of nuclear power
plants to currently deduct the future costs of decommissioning a nuclear power plant by
making contributions to a Fund prior to when economic performance occurs.

Section 468A(c)(1) and § 1.468A-2(d)(1) generally require the owner/operator to
include in gross income amounts that are distributed from a Fund. In addition to any
deduction under section 468A(a) for contributions to a Fund, section 468A(c)(2)
recognizes that an owner/operator may deduct otherwise deductible nuclear
decommissioning costs, (such as under § 162), for which economic performance (within
the meaning of section 461(h)) occurs during a taxable year.

Section 468A(e)(4) limits the use of the amounts in a Fund to satisfying any
liability of any person contributing to the Fund for the decommissioning of a nuclear
power plant, the payment of administrative and other incidental expenses of the Fund,
and making investments.
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Section 1.468A-1(b)(6) states, in part, that “nuclear decommissioning costs”
means “all otherwise deductible expenses to be incurred in connection with the
entombment, decontamination, dismantlement, removal and disposal of the structures,
systems and components of a nuclear power plant, whether that nuclear power plant
will continue to produce energy or has permanently ceased to produce electric energy.
Such term includes all otherwise deductible expenses to be incurred in connection with
the preparation for decommissioning, such as engineering and other planning
expenses, and all otherwise deductible expenses to be incurred with respect to the plant
after the actual decommissioning occurs, such as physical security and radiation
maonitoring expenses.”

Section 162 generally allows a deduction for the ordinary and necessary
expenses paid or incurred during the taxable year in carrying on any trade or business.

Section 468A(e)(5) provides that, under regulations prescribed by the Secretary,
for purposes of § 4951 the Fund shall be treated in the same manner as a trust
described in § 501(¢)(21). This section is implemented by §1.468A-5(b). Section
1.468A-5(b)(1) states that the excise taxes impased by § 4951 apply to each act of self-
dealing between the Fund and a disqualified person.

In part, § 1.468A-5(b)(2) defines “self-dealing” for purposes of § 468A and the
regulations thereunder as any act described in section 4951(d) except: (i) A payment by
a nuclear decommissioning fund for the purpose of satisfying, in whole or in part, the
liability of the electing taxpayer for decommissioning costs of the nuclear power plant to
which the nuclear decommissioning fund relates.

Section 1.468A-5(b)(3) provides that the term ‘disqualified person” includes each
person described in § 4951(e)(4) and § 53.4951-1 (d). Section 4951(e)(4) of the Code
provides the term “disqualified person." with respect to a trust, includes a contributor to
the trust and a trustee of the trust.

Section 1.468A-5(c)(1)(i) provides that if at any time during the taxable year a
qualified nuclear decommissioning fund does not satisfy a requirement of section
1.468A-5(a), the Service may, in its discretion, disqualify all or a portion of the fund as of
the date that the fund does not satisfy such requirements.

Section 1.468A-5(c)(3) provides that, if all or any portion of a qualified nuclear
decommissioning fund is disqualified under section 1.468A-5(c)(1), the portion of the
qualified nuclear decommissioning fund that is disqualified is treated as distributed to
the electing taxpayer on the date of the disqualification. Such a distribution shall be
treated for purposes of section 1001 as a disposition of property heid by the qualified
nuclear decommissioning fund. In addition, the electing taxpayer must include in gross
income for the taxable year that includes the date of disqualification an amount equal to
the product of the fair market value of the assets of the fund determined as of the date
of disqualification (reduced by ckrtain amounts including any tax that is (1) imposed on
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the income of the fund, (2) is attributable to income taken into account before the date
of the disqualification or as a result of the disqualification, and (3) has not been paid as
of the date of the disqualification) and the fraction of the qualified nuclear
decommissioning fund that was disqualified under section 1.468A-5(c)(1).

We have examined the representations and information submitted by the
Taxpayer in relation to the requirements set forth in § 468A and the regulations
thereunder. Based solely upon these representations of the facts, we conclude that
severance payments and pre-dismantlement decommissioning costs are nuclear
decommissioning costs within the meaning of § 468A and § 1.468A-1(b)(6). The
expenses, as broadly described by Taxpayer, are incurred in connection with the
entombment, decontamination, dismantlement, removal, and disposal of the structures,
systems, and components of a nuclear power plant. We note that we are not ruling on
any particular expense but on broad categories of expense and emphasize that each
specific expense must satisfy the tests in § 468A and the regulations thereunder.

Regarding the reimbursement by the Funds of severance payments and
predismantlement decommissioning costs, these amounts fall into two groups: (1) those
paid initially by the unrelated company and then invoiced to Taxpayer and paid by the
Funds and (2) those paid initially by the unrelated company, invoiced and paid by
Taxpayer and then reimbursed by the Funds to Taxpayer. In both cases, we conclude
that such payments are a permissible use of the Funds and that the reimbursements
are within the exception to the self-dealing rules contained in § 1.468A-5(b)(2)(i). That
section defines “self-dealing” for purposes of § 468A and the regulations thereunder as
any act described in section 4951(d) except “(i) A payment by a nuclear
decommissioning fund for the purpose of satisfying, in whole or in part, the liability of the
electing taxpayer for decommissioning costs of the nuclear power plant to which the
nuclear decommissioning fund relates.” Here the reimbursement of severance
payments and pre-dismantlement decommissioning costs made by the Funds are made
for the purpose of satisfying the liability of Taxpayer for decommissioning costs of the
nuclear power plant to which the Fund relates and are therefore not “self-dealing.”
Thus, the reimbursement by the Funds to the unrelated company or to Taxpayer of
severance payments and pre-dismantlement decommissioning costs represent a
permissible use of the Funds. This reimbursement constitutes an amount distributed
from a Fund as described in § 468A(c)(1) and § 1.468A-2(d)(1). We note that this ruling
applies only to reimbursement of the amounts paid for the severance payments and the
pre-dismantlement decommissioning costs by the Taxpayer, and not any additional
amounts such as “service fees” or any other amounts not solely to reimburse Taxpayer
for decommissioning costs actually paid.

Issue 4
Section 172(a) allows a deduction for the taxable year equal to the aggregate of

(1) the net operating loss carryovers to such year, plus (2) the net operating loss
carrybacks to such year. With certain modifications, § 172(c) defines a net operating
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loss as the excess of the deductions allowed by Chapter 1 of the Code over the gross
income.

Section 172(b)(1)(A) generally provides that a net operating loss (NOL) for any
taxable year is carried back to each of the 2 taxable years praceding the taxable year of
the loss and carried forward to each of the 20 taxable years following the year of the
loss. However, § 172(b)(1)(C) provides a special carryback period for the portion of any
NOL that qualifies as a specified liability loss.

Section 172(f)(1)(B)(i) defines a specified liability loss, in part, as any amount
allowable as a deduction under Chapter 1 of the Code (other than §§ 468(a)(1) or
468A(a)) which is in satisfaction of a liability under a federal or state law requiring the
decommissioning of a nuclear power plant (or any unit thereof) that is taken into
account in computing the NOL for the taxable year. Section 172(f)(1)(B)(ii) provides
that a deduction for a liability may only generate a specified liability loss if (1) the act (or
failure to act) giving rise to such liability occurs at least 3 years before the beginning of
the taxable year, and (ll) the taxpayer used an accrual method of accounting throughout
the period or periods during which such act (or failure to act) ocourred.

Section 172(f)(3) provides that, except as provided in regulations, that portion of
a specified liability loss which is attributable to amounts incurred in the
decommissioning of a nuclear power plant (or any unit thereof) may, for purposes of
subsection (b)(1)(C), be carried back to each of the taxable years during the period (A)
beginning with the taxable year in which such plant (or unit thereof) was placed in
service, and (B) ending with the taxable year preceding the loss year.

Section 1.446-1(c)(1)(ii)(A) provides that under an accrual method of accounting,
a liability is incurred and generally taken into account for federal income tax purposes in
the year in which all the events have occurred that establish the fact of the liability, the
amount of the liability can be determined with reasonable accuracy, and economic
performance has occurred with respect to the liability.

Section 461(h) makes clear that generally the all events test is not treated as
having been met any earlier than the taxable year in which economic performance has
occurred with respect to a liability. See also section 1.461-4(a)(1) of the regulations.

Section 461(h)(2)(B) provides that in the case of a liability that requires the
taxpayer to provide services, economic performance occurs as the taxpayer provides
the services. Section 1.461-4(d)(d) of the regulations provides that economic
performance occurs with respect to such service liabilities as the taxpayer incurs costs
in connection with the satisfaction of the liability.

The phrase "amounts incurred in the decommissioning of a nuclear power plant"
should be interpreted to have the same meaning as the term "nuclear decommissioning
costs” under § 468A because the relevant language contained in both §§ 172(f)(3) and

SR MR CwlE P e
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468A was added to the Code by the same section of the Tax Reform Act of 1984 (the
1984 Act), and both sections were intended to provide relief to the nuclear power plant
industry. See generally H. Rep. No. 861, 98th Cong., 2d Sess. 877 (1984). Accordingly,
a taxpayer’s expenses in decommissioning the power plants that are deductible under
Chapter 1 of the Code are "amounts incurred in the decommissioning of a nuclear
power plant’ under section 172(f)(3) to the extent they are amounts described in section
1.468A-1(b)(6) of the regulations.

Moreover, the act or failure to act giving rise to such liabilities has occurred at
least 3 years prior to the beginning of the taxable year when such liabilities will be
deductible. In the case of pre-dismantlement decommissioning costs, the act giving rise
to the liability occurred when licenses to operate the Plants were granted and the Plants
were placed in service, In the case of the liability for severance payments, the act
giving rise to such liability was when State enacted a statute which could be interpreted
to allow such costs and the Commission approved such costs as decommissioning
expenses. Finally, the Taxpayer uses the accrual method of accounting. Consequently,
to the extent deductions for nuclear decommissioning costs generate an NOL, that
portion of the NOL will qualify as a specified liability loss as defined in § 172(f).

The remaining issue concerns the taxable years to which such a loss may be
carried. As a general rule, § 172(b)(1)(C) allows the unabsorbed portion of a specified
liability loss to be carried back to each of the 10 taxable years preceding the taxable
year of the loss, with the 10" preceding taxable year being the first year to which the
loss is carried. However, as noted above, § 172(f)(3) generally permits the portion of a

This special rule for NOLs generated by nuclear decommissioning costs and the
economic performance requirements of section 461(h) for accrual method taxpayers
were both originally enacted in the same section of the 1984 Act. In adding § 172(k) to
the Code, the 1984 Act provided for an extended carryback period for such losses.
However, former § 172(k)(4) did not allow carrybacks to taxable years beginning before
January 1, 1984, unless the loss could be carried back to those years without the
benefit of special rules for deferred statutory or tort liability losses.

carryback for product liability [osses and what had previously been called deferred
statutory or tort liability losses under the same subsection of § 172, namely § 172(f),
labeling such losses specified liability losses. After striking certain sections of § 172, in
section 11811(b)(2)(A) of the 1990 Act Congress enacted a new § 172(f). Included in
section 11811(b)(2)(B) of the 1990 Act is the following savings provision which
continued the carryback limitation originally contained in the 1984 Act:
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The portion of any loss which is attributable to a deferred statutory or tort liability
loss (as defined in § 172(k) of the Internal Revenue Code of 1986 as in effect on the
day before the date of the enactment of this Act) may not be carried back to any taxable
year beginning before January 1, 1984, by reason of the amendment made by
subparagraph (A).

In section 3004 of the Tax and Trade Relief Extension Act of 1998 (the 1998
Act), Congress restricted the types of liabilities the deduction of which could generate a
specified liability loss to five enumerated liabilities (in addition to product liability losses),
including federal or state law liabilities to decommission a nuclear power plant (or any
unit thereof). Prior to the 1998 Act, a specified liability loss could be based on any
deduction arising out of a federal or state law provided the additional requirements of
the statute were satisfied.

In contrast to the prior acts, in the 1998 Act Congress did not enact a savings
provision prohibiting the carryback of specified liability losses to any taxable year
beginning before January 1, 1984. Plant A was placed in service in Year A, but Plant B
was placed in service in Year B. This raises the question of whether the portion of any
specified liability loss attributable to expenses to decommission Plant A may be carried
back to Year A, a taxable year beginning before January 1, 1984,

In the 1998 Act Congress only amended the definition of a specified liability loss.
Congress did not amend the Code sections that addressed the taxable years to which
such losses could be carried back. Congress did not amend section 172(f)(3) which
contains the special carryback rule for specified liability losses attributable to deductions
for nuclear decommissioning costs. Consequently, the savings provision contained in
the 1990 Act continues to apply to section 172(f)(3) after the purely definitional changes
that Congress made in the 1998 Act. Therefore, the first taxable year that any specified
liability loss attributable to decommissioning Plant A may be carried back to is Year B.
The first taxable year that the portion of any specified liability loss attributable to
decommissioning Plant B may be carried back to is also Year B.

Except as specifically determined above, no opinion is expressed or implied
concerning the Federal income tax consequences of the transaction described above.
We note that, even though the granting of the license by the NRC is the act giving rise
to the liability, the liability is not incurred until economic performance occurs — when the
actual decommissioning takes place. The taxpayer may apply § 172(f) after such time.

This ruling is directed only to the Taxpayer who requested it. Section 6110(k)(3)
of the Code provides it may not be used or cited as precedent. In accordance with the
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power of attorney on file with this office, a copy of this letter is being sent to your
authorized representatives. We are also sending a copy of this letter ruling to the
Director.

Sincerely,

Pl Bclun_

Peter C. Friedman
Senior Technician Reviewer, Branch 6
(Passthroughs & Special Industries)

TOTAL P.11
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Internal Revenue Service é
Associate Chief Counsel =
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L111 Constitution Avenue, NW A
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o~

Re:  San Diego Gas & Electric Company (EIN: 95-1184800)

Ruling Request Under Sections 468A and 172

Regarding Nuclear Decommissioning Costs
Dear Sir or Madam:

On behalf of San Diego Gas & Electric Company (the “Company™). we respectfully
request a ruling from the Internal Revenue Service (the “Service™) that the term “nuclear
decommissioning costs™ in section 468A" and Treas. Reg. § 1.468A-1(b)(6), and the term
“amounts incurred in the decommissioning of a nuclear power plant™ in section 172(f), include
(1) separation payments made to employees as a result of the permanent retirement and
decommissioning of a nuclear power plant. and (ii) certain costs incurred as a result of the
permanent retirement of such plant, but prior to the date that physical dismantling of major

components of the plant begins. The Company currently maintains separate qualified nuclear

decommissioning reserve funds (the “Funds™)” for Unit Two of the San Onofre Nuclear

" All “section” references are to the Internal Revenue Code of 1986, as amended (the “Code”), and all “Treas. Reg.
§" references are to the Treasury regulations promulgated thercunder.

" Each of the Funds meets the requirements of a qualified nuclear decommissioning reserve fund under section
468A.

U.S. practice conducted through McDermatt Will & Emery Lip
500 North Capitol Street NW, Washington, D.C. 20001-1531 Telephone: +1 202 756 8000 Facsimile: +1 202 756 8087 WWwW.mwe.com
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Generating Station and associated facilities ("“SONGS 27) and for Unit Three of the San Onofre
Nuclear Generating Station and associated facilities (“SONGS 3.” and together with SONGS 2.,
the “Units™ and each a “Unit™). Subject to a favorable ruling from the Service, the trustee of the
IFunds may be instructed to disburse assets from the Funds in satisfaction of the separation
payments (“Severance Payments™), as described below, and certain costs incurred as a result of
the permanent retirement and decommissioning of the Units, but prior to the date that physical
dismantling of major components of the plant begins (“Pre-Dismantlement Decommissioning
Costs™), as described below.

The Company also requests a ruling [rom the Service that any reimbursement by the
Funds to the Company for the Severance Payments and the Pre-Dismantlement
Decommissioning Costs represents a permissible use of the Funds under section 408A(e)(4) and
Treas. Reg. §§ 1.468A-5(a)(3)(i) and 1.468A-5(b)(2)(i) and such reimbursement is not a
prohibited self-dealing transaction under Treas. Reg. § 1.468A-5(b)(1). In addition. the
Company requests a ruling that the Severance Payments and Pre-Dismantlement
Decommissioning Costs are specified liability losses under section 172(1), and, to the extent that
they are taken into account in computing a net operating loss ("NOL") of the Company in the
taxable year incurred, the specified liability losses attributable to the Severance Payments and
Pre-Dismantlement Decommissioning Costs are eligible to be carried back to each of the taxable
years starting with 1984 and ending with the taxable year preceding the loss.

[t is our understanding that the majority owner and operator of the Units, Southern
California Edison Company (“SCE™ or “Operator”), requested a similar ruling from the Service

on similar issues by letter dated August 23, 2013.
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L. STATEMENT OF FACTS

A, The Company

The Company (EIN: 95-1184800) is incorporated in the state of California and is wholly
owned by Enova Corporation, which is wholly owned by Sempra Energy, a California
corporation (EIN 33-0732627) (“Parent™). The Company is principally engaged in the
generation, transmission, and distribution of electric energy in southern California.

The Company’s principal place of business is 8306 Century Park Court, San Diego,
California, 92123. Parent and its affiliated group of corporations, including the Company.
clectronically file with the Service a consolidated federal income tax return on a calendar year
basis using the accrual method of accounting. The Company is under the audit Jurisdiction of the
Communications, Technology & Media Industry of the Internal Revenue Service.

B. The Units

L Generally

The Company owns a 20 percent minority interest in and is responsible for 20 percent of
the decommissioning liability for each of SONGS 2 and SONGS 3. SCE, which operates the
Units, owns a 78.21 percent interest in and is responsible for 76.31 percent of the
decommissioning liability for each of SONGS 2 and SONGS 3.3 Currently, SCE invoices the
Company for the Company’s 20 percent share of the decommissioning costs for the Units.

Payment is due from the Company within 30 days of receipt of an invoice from SCE for such

* The City of Riverside owns the remaining 1.79 percent interest in each of SONGS 2 and SONGS 3. In addition,
SCE purchased the 3.16 percent interest in each of the Units owned by The City of Anaheim (“Anaheim™) on
December 29, 2006. However, Anaheim retained 1.9 percent of the decommissioning liability for each of the Units
based on the pro rata portion of the Units’ lives that Anaheim held an ownership interest. Thus, SCE is responsible
for 76.31 percent of the decommissioning liability for the Units.

DM _US 45466259-7 072042.001 1
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costs. Thus, the Company will be responsible for 20 percent of the Severance Payments and Pre-
Dismantlement Decommissioning Costs, as described herein.

The Units are located on the coast of Southern California in San Diego County. SONGS
2 was placed in service in 1983 and SONGS 3 was placed in service in 1984. The original
operating license for SONGS 2 was issued by the Nuclear Regulatory Commission ("NRC™) in
1982 and was scheduled to expire on February 16. 2022. The original operating license for
SONGS 3 was issued by the NRC in 1982 and was scheduled to expire on November 15, 2022.
On June 7, 2013, the Operator formally notified the NRC that it had permanently ceased
operations of the Units. As a result. and pursuant to NRC Regulations (10 C.F.R.) § 50.82(a)2).
the operating licenses for the Units no longer authorize operation of the reactors or emplacement
or retention of fuel into the reactors vessels,

The Service issued a schedule of deduction amounts and a revised schedule of ruling
amounts to the Company dated July 28, 2011 with respect to SONGS 2 (the “SONGS 2 Prior
Schedule™). In order to make a special transfer to a qualified nuclear decommissioning reserve
fund (“qualified fund™) under section 408A, a taxpayer is required to obtain from the Service a
schedule of deduction amounts which specifies the annual deductions over the taxable vears in
the remaining useful life of a nuclear power plant that will result in the deduction of the entire
special transfer.t A copy of the SONGS 2 Prior Schedule is attached hereto as Exhibit A.

The Service issued a revised schedule of ruling amounts to the Company dated March 23,

2004 with respect to SONGS 3 (the “SONGS 3 Prior Schedule™). A copy of the SONGS 3 Prior

" Treas. Reg. § 1.468A-8(c)(1). A request for a schedule of deduction amounts may be combined with a request lor
a schedule of ruling amounts. /¢,

DM _US 45466259-7 072042 001 |
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Schedule is attached hereto as Exhibit B. The SONGS 2 Prior Schedule and the SONGS 3 Prior
Schedule are collectively referred to herein as the “Prior Schedules.”

The Company is subject to regulation by the California Public Utilities Commission
("CPUCT). Since the issuance of the Prior Schedules. any change in amounts collected by the
Company for decommissioning as a result of subsequent CPUC proceedings has not required the
Company to seek revised schedules of ruling amounts under section 468A(d) with respect to the
Units. The Company is not currently requesting a revision to the approved schedules of ruling
amounts in the Prior Schedules at this time. However. the Company is presently participating in
its nuclear decommissioning cost triennial proceeding pending betore the CPUC. and depending
upon the outcome in that proceeding. the Company may file requests under section 468A for
revised schedules of ruling amounts with respect to the Units.

Z Permanent Retirement of the Units

On June 6, 2013, the Company was notified that the Operator had reached a decision to
permanently retire SONGS 2 and SONGS 3. and to seck approval to start decommissioning
activities for the Units. A copy of the Company’s Form 8-K filing with the Securities Exchange
Commission (“Commission™) dated June 7. 2013. is attached hereto as Exhibit C.

On June 12, 2013, pursuant to 10 C.F.R. 8 50.82(a)(1)(i). the Operator formally notified
the NRC in a Certification of Permanent Cessation of Power Operations that it had permanently
ceased operation of the Units effective as of the Permanent Retirement Date. On June 28, 2013,
pursuant to 10 C.F.R. § 50.82(a)(1)(ii). the Operator sent a letter to the NRC certifying that fuel

had been removed from SONGS 3. On July 22, 2013, the Operator sent a similar letter certifying

1M US 4546625927 072042.001 1
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that fuel had been removed from SONGS 2. Copies of the June 12, 2013, June 28. 2013 and the
July 22, 2013 letters sent to the NRC by the Operator are attached hereto as Exhibit D.

Pursuant to the terms of 10 C.F.R. 3 30.82(a)(2). once the Operator’s certifications are
docketed by the NRC, the operating licenses for the Units no longer authorize the operation of
the reactor or emplacement or retention of fuel in the reactor vessels. In accordance with 10
C.F.R. § 50.82(a)(3). the decommissioning of the Units must be completed within sixty years of
the permanent cessation of operations. Thus. the decommissioning period of the Units
commenced upon permanent cessation of operations (L.c.. the Permanent Retirement Date of
June 7, 2013).

3 Staff Reductions After Permanent Retirement and Commencement of the
Decommissioning Period

Prior to the Permanent Retirement Date, the Operator of the Units employed
approximately 1,500 people in connection with the operation and maintenance of the Units. The
Company employed three people in connection with the Units, The process of safely taking the
Units from an operational-ready status to a non-operational decommissioning status as a result of
the permanent retirement will require a reduction in the workforce for the Units by
approximately 1100 emplovees. The Company does not plan to reduce its current workforce at
the Units: however. as noted above. the Company will be responsible for 20 percent of the costs
of the reduction of the workforce consistent with its ownership percentage in the Units.

The Operator’s employees affected by the permanent retirement of the Units will include:
(1) employees who work on-site at the Units and who are involved in the safe and orderly process

of taking the Units from its operational-ready status to a non-operational decommissioning status
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(the “On-Site Pre-Dismantlement Employees™): (ii) employees who work off-site from the Units
and provide logistical support and service to the Units during the safe and orderly
decommissioning of the Units from operational-ready status to a non-operational
decommissioning status, and throughout the physical dismantling process (the “Off-Site Support
imployees™): and (iii) employees who will remain on-site at the Units throughout the physical
dismantling process (“On-Site Dismantling Employees™). The Operator has already separated
On-Site Pre-Dismantlement Employees and certain Off-Site Support Employees. By the time
the Units are dismantled and removed from the site, and the site is restored to its required
conditions, the On-Site Dismantling Employees and remaining Off-Site Support Emplovees will
also be separated.

4. Nuclear Decommissioning Cost Studies

Section 8323 of the California Public Utilities Code (“California Pub. Util. Code™)
requires regulated utilities, such as the Company. to establish rates for the collection of funds
necessary for the future nuclear decommissioning of its Units. As part of the process of
cstablishing estimated decommissioning costs, the Operator has utilized the nuclear industry
consulting services of ABZ, Incorporated (“ABZ”) to prepare decommissioning cost estimates
that were used to establish nuclear decommissioning costs in rates approved in decisions by the
CPUC. The Company used a Decommissioning Cost Estimates prepared by ABZ dated October
2001 (the 2001 Decommissioning Cost Estimate™) and a Decommissioning Cost Estimated
prepared by ABZ dated July 2005 (the “2005 Decommissioning Cost Estimate™) as the bases for
its requests to the CPUC for the authority to collect nuclear decommissioning costs in rates. The

Company also used the ABZ decommissioning cost estimates, along with the decisions by the
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CPUC based on such estimates, in its prior requests for schedules of ruling amounts from the
Scrvice under section 468A, The 2001 Decommissioning Cost Estimate and the 2005
Decommissioning Cost Estimate are attached hereto as Exhibit E and Exhibit F, respectively.

In obtaining the Prior Schedules, the Company submitted CPUC Decisions 07-01-003.°
and 03-10-015° (the “*Prior CPUC Decisions™). The assumptions used in the Prior CPUC
Decisions were based on the 2001 Decommissioning Cost Estimate and the 2005
Decommissioning Cost Study. Both the 2001 Decommissioning Cost Estimate and the 2005
Decommissioning Cost Estimate included severance payments and activity costs consistent with
the Severance Payments and Pre-Dismantlement Decommissioning Costs described herein.
Copies of the relevant pages from the detailed cost schedules relating 1o the decommissioning of
the Units for the 2001 Decommissioning Cost Study (the 2001 Supporting Schedules™) are
attached hereto as Exhibit G-1 and Exhibit G-2, for SONGS 2 and SONGS 3. respectively.
Copies of the relevant pages from the detailed cost schedules relating to the decommissioning of
the Units for the 2005 Decommissioning Cost Study (the 2005 Supporting Schedules™) are
attached hereto as Exhibit H-1 and Exhibit H-2, for SONGS 2 and SONGS 3, respectively.

For the Company’s current nuclear decommissioning cost triennial proceeding, ABZ
prepared a Decommissioning Cost Estimate 2013 Scenario in connection with the permanent
retirement of the Units in 2013, dated July 11. 2013, and attached hereto as Exhibit I (the =2013

o m ; st T . . . ;
Decommissioning Cost Estimate™).” The Company’s share of the total estimated

*D.07-01-003, dated Januar v 11,2007, in Application 05-11-008.

" D.03-10-013, dated October 2, 2003, in Application 02-03-039.

"The 2013 Decommissioning Estimate is an update of the Decommissioning Cost Estimate prepared by ABZ dated
December 14, 2012, which reflected a retirement of the Units in 2022. See E :xhibit I, pages 3-4.
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[nternal Revenue Service

November 8, 2013

Page 9

decommissioning cost for each Unit (in 2011 dollars) is its 20 percent responsibility for the
decommissioning liability for each Unit. The 2013 Decommissioning Cost Estimate includes the
Severance Payments and Pre-Dismantlement Decommissioning Costs described herein. Copies
of the relevant pages from the detailed cost schedules relating to the decommissioning of the
Units from the 2013 Decommissioning Cost Estimate (the <2013 Supporting Schedules™) are

attached hereto as Exhibit J-1 and J-2, for SONGS 2 and SONGS 3, respectively.,

C. Nature of the Request

I Severance Payvments

In order to fully decommission, dismantle, and remove a nuclear power plant, and to also
restore the site to its regulatory and legally required condition, highly skilled and knowledgeable
personnel will be required throughout the entire process to ensure that all of these activities are
performed in a safe and orderly manner and in accordance with regulatory and other legal
requirements. As part of the decommissioning process, personnel are needed to- (1) plan and
design all of the logistical and technical aspects required to take a nuclear power plant from an
operational-ready status to a fully dismantled and restored site: (2) ensure the safe and orderly
transition of the plant from an operational-ready status to a non-operational decommissioning
status; (3) maintain the plant in a safe condition during the actual dismantling of the unit: and (4
dismantle, remove and restore the site to the condition required by laws and regulation. All of
the costs associated with providing these services are required as part of the decommissioning
process. As an owner of a 20 percent minority interest in the Units, as noted above, the

Company will be invoiced by the Operator for its 20 percent share of the Operator’s relevant
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personnel-related costs incurred during the decommissioning of the Units. These costs will
include payments to the Operator’s On-Site Pre-Dismantlement Employees. Off-Site Support
Employees, and On-Site Dismantling Employees in their capacities associated with providing the
services described above as part of the decommissioning process. During the decommissioning
process, the Operator will also pay its On-Site Pre-Dismantlement Employees for
decommissioning planning and for the sate and orderly transition of the Units from their
operational-ready status to a safe shutdown non-operational status. The Operator will also pay
its OI1-Site Support Employees for providing logistical support to personnel during the
decommissioning process of taking the Units from their operational-ready status to a safe
shutdown non-operational status, and from a safe shutdown non-operational status to a fully
dismantled and restored site. The Operator will also pay its On-Site Dismantling Employees for
any decommissioning planning, maintaining the plant in a safe state of condition during the

decommissioning process, and dismantling and restoring the site.

As each of these decommissioning processes are completed by the three categories of
employees (i.e., On-Site Pre-Dismantlement Employees, Off-Site Support Employees and On-
Site Dismantling Employees) and other personnel (i.e.. contractors), the Company anticipates
that many of the Operator’s employees and contractors will be released from their services.
Included in these costs for services performed by employees in their respective decommissioning
process will be Severance Payments, which include one-time payments and medical and
outplacement related services. These Severance Payments are made consistent with the

California Pub. Util. Code requirements for the decommissioning of nuclear facilitics. Section
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8322(g) of the California Pub. Util. Code states that “[d]ecommissioning nuclear facilities causes

clectric utility employees to become unemployed through no fault of their own, and these
employees are entitled to reasonable job protection the costs of which are properly includable in
the costs of decommissioning.” In addition, Section 8330 of the California Pub. Util. Code
states:
Every electrical utility involved in decommissioning, closure, or removal of
nuclear facilities, shall provide assistance in finding comparable alternative
employment opportunities for its employees who become unemploved as the
result of decommissioning, closure, or removal. The commission or the board

shall authorize the electrical utility to collect sufficient revenue through electric
rates and charges to recover the costs, if any. of compliance with this section.

T'he Company has complied with the decommissioning requirements of the California Pub. Util.
Code for purposes of collecting amounts for its Funds. and, as noted above. the Company will be
responsible for its 20 percent share of Severance Payments for the Operator’s employees
throughout the decommissioning process.

21 Pre-Dismantlement Decommissioning Costs

The Operator is currently incurring Pre-Dismantlement Decommissioning Costs related
to the process of taking its Units, after the commencement of the decommissioning period on the
Permanent Retirement Date (pursuant to 10 C.F.R. § 50.82(a)(3)). from an operational-ready
status to a non-operational decommissioning status just prior to the commencement of the
physical dismantling of major components of the Units. The Company will be invoiced by the
Operator for its 20 percent share of such Pre-Dismantlement Decommissioning Costs. These
Pre-Dismantlement Decommissioning Costs include costs related 1o (1) planning and designing

the logistical and technical aspects required to take the Units from an operational-ready status to
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a fully dismantled and restored site. (2) ensuring the safe and orderly transition of the plants from
an operational-ready status through to a non-operational decommissioning status, and (3)
maintaining the plants in a safe condition prior to the physical dismantling of the major
components of the Units.

Costs that will qualify as Pre-Dismantlement Decommissioning Cost activities can be
grouped into several categories including, but not limited to: (1) preparation for physical
decommissioning of the Units: (2) consolidation and restoration of the facilities comprising
SONGS 2 and SONGS 3 and the site upon which they are located; (3) security for the Units and
the surrounding site; (4) communication with affected communities regarding the permanent
retirement of the Units and plans for the physical decommissioning of the Units: and (3) staffing
costs incurred as a result of the permanent retirement and prior to the commencement of physical

dismantlement of major components of the Units. Some specific examples of these costs

include:
1. Preparation for Physical Dismantlement
. Planning for decommissioning and managing the safe shutdown of the
Units by various teams of Operator and Company personnel:
. Removing fuel from the Units;
" Flushing, draining and de-energizing various systems of the Units;
. Removing oil and chemicals from the Units: and
- Terminating supply and other contracts, implementing regulatory
requirements and modifying the performance evaluation criteria and
corrective action program for the Units.
2, Consolidation and Restoration

DM US 4346625927 072042.001 1
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. Reducing inventory and reducing and terminating plant modilication
projects;

® Relocating administration building(s), warchouse. information technology
and telecom facilities and related personnel:

B Demolishing unnecessary administrative, petrol and non-radioactive waste
facilities and restoring affected areas as required by related leases or
regulatory authorities:

. Reducing the transportation pool; and

- Adjusting maintenance projects and procedures for the Units.

Security

. [ncreasing security personnel due to reduced operating personnel on site,

Communication

. Circulating information about the changes at the Units to surrounding
residents and businesses; and

E Liaising with appropriate community groups and local governing bodies.

Statfing

J Paying salaries and benefits to remaining employees and consultants

supporting the above described decommissioning process: and

. Paying fees associated with modifications to collective bargaining
agreements caused by the permanent shutdown of the Units.

Tax. Insurance and Lease Payments

. Paying property taxes, insurance and lease payments with respect to the
Units.

Although the foregoing list is extensive, it is only intended to illustrate the types of Pre-

Dismantlement Decommissioning Costs, and is not all-inclusive.

L

Reimbursement from the Funds
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Pending the Service’s ruling in this request, the Company will use its general funds to
make payments on invoices from SCE in connection with its 20 percent share of any Severance
Payments and Pre-Dismantlement Decommissioning Costs. However, upon receipt of a
favorable ruling from the Service on the issues addressed herein. the Company will seek
reimbursement from the Funds with respect to such payments, or the Company will direct the
lFunds to make payments on invoices in connection with the Company’s share of any Severance
Payments and Pre-Dismantlement Decommissioning Costs directly to SCE or the party hired to
decommission the Units (the “Decommissioning Agent™).

1. RULINGS REQUESTED

With respect to costs incurred in connection with the permanent retirement and
decommissioning of the Units, the Company respectfully requests that the Service issue the
tollowing rulings:

i Severance Payments constitute “nuclear decommissioning costs™ within the

meaning of section 468A and Treas. Reg. § 1.468A-1(b)(6). and therefore can be paid out of the
Funds for their related Units;
2 Pre-Dismantlement Decommissioning Costs incurred on or after the Permanent
Retirement Date constitute “nuclear decommissioning costs™ within the meaning of scction 468A
and Treas. Reg. § 1.468A-1(b)(6). and therefore can be paid out of the Funds for their related
Units:

3. Reimbursement by the Funds to the Company or SCE of Severance Payments and

Pre-Dismantlement Decommissioning Costs represents a permissible use of the Funds under
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section 468A(e)(4) and Treas. Reg. §§ 1.468A-5(a)(3)(i) and 1.468A-5(b)(2)(i). and is not a
prohibited self-dealing transaction under Treas, Reg. § 1.468A-3(b)(1); and

4. Severance Payments and Pre-Dismantlement Decommissioning Costs are
specified liability losses under section 172(f). and to the extent that they are taken into account in
computing a NOL of the Company in taxable years 2013 and beyond, the specified liability
losses attributable to the Severance Payments and Pre-Dismantlement Decommissioning Costs
are cligible to be carried back to each of the taxable years starting with 1984 and ending with the
taxable year preceding the loss year.

L. STATEMENT OF LAW AND DISCUSSION

A. Section 468A — Definition of “Nuclear Decommissioning Costs”

Section 468A provides a deduction for amounts contributed to a qualified fund. Section
468A(e)(4) and Treas. Reg. § 1.468A-5(a)(3)(i) provide that the assets of a qualified fund can
only be used to (i) satisty, in whole or in part, the liability of the electing taxpayer for
decommissioning costs of the nuclear power plant to which the nuclear decommissioning fund
relates; (ii) pay administrative costs and other incidental expenses of the nuclear
decommissioning fund; and (iii) the extent that the assets of the qualified fund are not currently
required for the purposes described in paragraph (i) or (ii), to make investments.

The term “nuclear decommissioning costs™ is defined in Treas. Reg. § 1.468A-1(b)(6),
and includes:

[AJIl otherwise deductible cxpenses to be incurred in connection with the

entombment, decontamination, dismantlement, removal and disposal of the

structures, systems and components of a nuclear power plant, whether that nuclear

power plant will continue to produce electric energy or has permanently ceased to
produce electric energy. Such term includes all otherwise deductible expenses to
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be incurred in connection with the preparation for decommissioning, such as

engineering and other planning expenses, and all otherwise deductible expenses

to be incurred with respect to the plant after the actual decommissioning occurs,

such as physical security and radiation monitoring expenses.
(Emphasis added.) There is no additional guidance in the Code, related Treasury Regulations,
and other formal guidance issued by the Service providing further specitices on the definition of
“nuclear decommissioning costs.” However. the “emphasis added™ portion highlighted in the
definition above indicates a reasonable allowance for nuclear decommissioning costs to include
costs that are “in connection with the preparation for decommissioning™ and for “other planning
expenses.” As such, “preparation for decommissioning™ should include costs associated with
safely and systematically bringing a nuclear unit, after its permanent retirement and during its
decommissioning period pursuant to 10 C.F.R. § 30.82(a), from an operational-ready status to
the point that the physical dismantling of the unit may begin. “Other planning expenses” should
include planning and designing all of the logistical and technical aspects required to take a
nuclear power plant from an operational-ready status to a fully dismantled and restored site.

The Service recognized the broad interpretation of the term “nuclear decommissioning
costs™ in Chief Counsel Advice 2009310078 ("CCA”) and recognized the importance of the role
of the public utility commission in the determination of what constitutes decommissioning costs
for purposes of section 468A. ? In the CCA. the Service stated that the regulation “has always
been given a broad reading.” The Service further stated that the broad interpretation of nuclear

decommissioning costs encompasses costs incurred to remove components while the plant

3

Mar. 11, 2009,
’ The Treasury regulation citations in the CCA are to the temporary regulations issued in T.D. 9374, 72 Fed. Reg.
74175 (Dec. 28, 2007). As noted above, the definition in Treas. Reg. § 1.468A-1(b)(6) expanded and clarified the
definition of “nuclear decommissioning costs™ that was contained in former Treas. Reg. § L.468A-1(b)(3).
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remains operational “is in accord with the generally understood meaning of [nuclear
decommissioning costs| as used by public service commissions or other regulators of the nuclear
industry in calculating the amount that utilities are allowed to recover from taxpayers.”
Moreover, the Service explicitly rejected a narrow interpretation of the predecessor to Treas.
Reg. § 1.468A-1(b)(6) in the CCA, stating that it recognized that the predecessor regulation “can
be read more strictly, . . . and that the ambiguity in those regulations may cause uncertainty,
However. we believe that the conclusion reached herein is more in concert with the principles
underlying 468A and the common practice of the nuclear industry.™ This broad interpretation
should equally apply to a nuclear power plant that has permanently ceased operations. The
Service also recognized the broad interpretation of nuclear decommissioning costs in Private
Letter Ruling 200711015." stating that such costs are “defined broadly to include expenses
incurred before, during, and after the actual decommissioning process of the nuclear power plant
that has ceased operations.”

Treas. Reg. § 1.468A-3 requires taxpayers to receive a schedule of ruling amounts from
the Service before the taxpayers may deduct contributions made to a qualified nuclear
decommission fund. Treas. Reg. § 1.468A-5(a)(3)(A) limits the assets in a qualified nuclear
decommissioning fund to only amounts that would be used exclusively to satisty, in whole or
part, the liability of the taxpayer’s “decommissioning costs™ of the nuclear power plant. In
determining whether the schedule of ruling amounts provides sufficient funding for a taxpayer’s
nuclear decommissioning costs. Treas. Reg. § 1.468A-3(a)(4) states that the “taxpayer bears the

burden of demonstrating that the proposed schedule of ruling amount is consistent with the

" Nov. 30, 2006.
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principles and provisions of this section and is based on reasonable assumptions.” Thus, the
taxpayer must demonstrate that its proposed nuclear decommissioning costs are reasonable and
consistent with the principles of section 468A. The regulation states further that if “a public
utility commission established or approved the currently applicable rates for the furnishing or
sale by the taxpayer of electricity from the plant, the taxpayer can generally satisty this burden of
proof by demonstrating that the schedule of ruling amounts is calculated using the assumptions
used by the public utility commission in its most recent order.™

In establishing its Prior Schedules approved by the Service for both SONGS 2 and
SONGS 3, the Company submitted with its ruling request the Prior CPUC Decisions that
authorized applicable rates for the furnishing by the Company ol electricity from its Units.

These rates have been calculated to include the collection of funds for severance payments and
activity costs consistent with the Severance Payments and the Pre-Dismantlement
Decommissioning Costs described in this ruling request.'’

The 2001 Decommissioning Cost Estimate and the 2005 Decommissioning Cost
Estimate, citing to the California Pub. Util. Code, stated that the estimated decommissioning
costs included “staff termination costs for displaced [Company| personnel after permanent
cessation of operations, and after termination of decommissioning projects . . .12
The Severance Payments resulting from the permanent retirement of the Units and the

Pre-Dismantlement Decommissioning Costs each represents a type of cost that the CPUC has

' See the 2001 Supporting Schedules, Exhibit G-1 and Exhibit G-2; the 2005 Supporting Schedules. Exhibit H-1
and Exhibit H-2,

¥ See Exhibit E, page 14 and Exhibit F, page 15. The SONGS 2 Prior Schedule was calculated based on the 2005
Decommissioning Cost Estimate and the SONGS 3 Prior Schedule was calculated based on the 2001
Decommissioning Cost Estimate. Both estimates incorporated staff termination costs.
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previously approved as part of a decommissioning cost estimate, consistent with California Pub.
Util. Code Sections 8321 through 8330. The costs are also consistent with the definition of
decommissioning and the principles of section 468A and its related regulations.

3. The California Pub. Util. Code

The California Pub. Util. Code provides the framework for the safe and prudent
decommissioning of nuclear power plants located in California. and provides the CPUC with the
authority to allow electrical corporations to collect sufficient revenue in rates to recover such
costs.” The ability to collect costs related to decommissioning under the California Pub. Util.
Code, combined with section 468A., allows taxpayers to make tax deductible contributions into
qualified funds for the decommissioning of related plants. If the decommissioning of a nuclear
power plant “causes electric utility employees to become unemployed through no fault of their
own, ... [then| these employees are entitled to reasonable job protection,™ and the California
Pub. Util. Code provides that such costs shall be “includable in the costs of decommissioning.”"
IFurthermore, the California Pub. Util. Code also provides that an electric utility that is involved
in the decommissioning, closure, or removal of a nuclear power plant “shall provide assistance in
finding comparable alternative employment opportunities for its employees who become
unemployed as the result of decommissioning, closure, or removal.”"?

As noted above, California Pub. Util. Code Section 8322(g) provides that costs incurred
in connection with the decommissioning of a nuclear power plant related to employees who

become unemployed as a result of the decommissioning are treated as decommissioning costs.

BCAL PUB. UTIL. CODE § 8330.
" CAL. PUB. UTIL. CODE 2(g).

. § 832
* CAL. PuB, UTIL, CODE § 8330.
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[n addition. California Pub. Util. Code Section 8330 provides that the CPUC shall authorize a
utility to collect monies from customers to recover costs associated with assisting employces
affected by a nuclear power plant closure or decommissioning to find alternative employment
opportunities. The California Pub. Util. Code grants authority to the CPUC to include severance
payments in decommissioning costs recoverable from customers.'® The Sery ice has
acknowledged in its rulings, and consistent with Treas. Reg § 1.468A-3(a)(4), that it will follow
the guidance of public service commissions such as the CPUC in determining whether certain
costs are nuclear decommissioning costs for purposes of section 468A. For example, in the
CCA. the Service recognized the role that public service commissions play in calculating the
amount of decommissioning costs that utilities are allowed to recover from ratepayers. The
Severance Payments described above are consistent with the California Pub. Util. Code, as
authorized by the CPUC. For this reason, the Service should treat the Severance Payments
consistent with the California Pub. Util. Code and the determinations of the CPUC and conclude
that the Severance Payments are “nuclear decommissioning costs™ for purposes of section 468A.
Accordingly, the Company’s share of Severance Payments and Pre-Dismantlement
Decommissioning Costs incurred by the Operator in connection with the permanent retirement of
the Units should be treated as “nuclear decommissioning costs™ under section 468A and Treas.
Reg. § 1.468A-1(b)(6). Therefore. such Severance Payments and Pre-Dismantlement

Decommissioning Costs can be paid out of the Funds for the Units

' CAL. PUB. UTIL. CODE § 8330.
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C. Section 468A — Self-Dealing and Consequences of Self-Dealing

Section 468A and the regulations thereunder prohibit a qualified fund from engaging in
certain self-dealing activities with a disqualified person. Section 468A(¢e)(5) and Treas. Reg. §
1.468A-5(b) provide that an act of self-dealing with respect to a qualified fund is any direct or
indirect act described in section 49351(d) between the qualified fund and a disqualified person.

Section 495 1(d)(1) defines “self-dealing™ as including, among others, the following acts
engaged in between a qualified fund and a disqualified person: (i) the lending ot money or other
cxtension of credit, (ii) the payment of compensation (or reimbursement of expenses), and (ii)
the transfer to, or use by or for the benefit of, the income or assets of the trust.'” Section
4951(e)(4) defines a “disqualified person™ as including, among others, a contributor to the trust.'®

However, Treas. Reg. § 1.468A-5(b)(2) provides for certain exceptions from the self-
dealing rules such that if a qualified fund and a disqualified person engage in one of these acts.
such act will not constitute an act of self-dealing. One such exception is a payment by a
qualified fund for the purpose of satisfying. in whole or in part, the liability of the electing
taxpayer for decommissioning costs of the nuclear power plant to which the qualified fund

19
relates.

" Other acts of self-dealing described in section 4951(d)(1) include (i) the sale, exchange, or lease of real or
personal property and (ii) the furnishing of goods, services, or facilities.

™ The statute also provides that a “disqualified person” includes: (i) a trustee of the trust: (ii) an owner of more than
10 percent of the total combined voting power of a corporation, the profits interest in a partnership, or the beneficial
interest of a trust or unincorporated enterprise that is a contributor to the trust: (i) an officer, director, or employee
of a person who is a contributor to the trust: (iv) a corporation in which persons described section 495 1(e)(4)(A)-(D)
own more than 33 percent of the total combined voting power; (v) a partnership in which persons described in
section 495 1(e)(4)(A)-(D) own more than 35 percent of the profits interest: and (vi) a trust in which persons
described in section 4951 (e)(4)(A)-(D) own more than 35 percent of the beneficial interest,

" Treas. Reg, § 1.468A-5(b)(2)(i). Other exceptions to the self-dealing rules, which are not applicable in this
instance, are described in ‘I'reas. Reg. § 1.468A-5(b)(2).
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As described above in this ruling request, the Severance >ayments and the Pre-
Dismantlement Decommissioning Costs are treated as “nuclear decommissioning costs™ under
section 468A and Treas. Reg. § 1.468A-1(b)(6). Thus. the reimbursement by the Funds to the
Company (or directly to SCE or the Decommissioning Agent) of “nuclear decommissioning
costs” such as the Severance Payments and Pre-Dismantlement Decommissioning Costs satisfies
the exception under Treas. Reg. § 1.468A-3(b)(2). Therefore, the reimbursement by the Funds to
the Company (or directly to SCE or the Decommissioning Agent) of Severance Payments and
Pre-Dismantlement Decommissioning Costs should constitute a permissible use of the Funds
under section 468A(e)(4) and Treas. Reg. §§ 1.468A-5(a)(3)(i) and 1.468A-5(b)(2)(1), and

should not be a prohibited self-dealing transaction under Treas. Reg. § 1.468A-5(b)(1).

D. Section 172(f) — Specified Liability Losses

Under section 172, an NOL generally can be carried back two vears and carried forward
20 years. However, if the NOL is a “specified liability loss.™ the loss can be carried back 10
e 20
vears.

Section 172(H)(1) defines a “specified liability loss™ as including certain amounts to the
extent they are taken into account in computing a NOL for a taxable year. An item that may be

included as a specified liability loss is any amount that is allowable as a deduction under chapter

I of the Code (other than Section 468(a)(1) or 468A(a)) which is in satisfaction of a liability

* Section 172(b)(1)(C).
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under a federal or state law requiring the decommissioning of a nuclear power plant (or a unit

=

thereof).™ Section 172(H(1)(B)(ii) provides that a liability shall be taken into account only if —

(1) the act (or failure to act) giving rise to such liability occurs at least 3 years
before the beginning of the taxable year, and

(1) the taxpayer used an accrual method of accounting throughout the period or
period during which such act (or failure to act) occurred.

[n any event, the amount of a specified liability loss for any taxable year cannot exceed the
amount of the NOL for such year.*® The act (or failure to act) that gives rise to liabilities for
decommissioning a nuclear power plant arises in the year in which the plant’s operating license
is granted.”

Section 172()(3) further extends the normal 10 year carryback period for specified
liability losses attributable to amounts incurred in decommissioning a nuclear power plant or a
unit thereof. Specifically, such losses can be carried back to each of the taxable years beginning
with the later of taxable year 1984 or the taxable year in which the plant or unit was “placed in
service.” Section 172(H)(3) does not have a provision that limits specitied liability losses

attributable to nuclear decommissioning costs from being carried back to a taxable year prior to

1984. However, such language appears in the enacting statute that led to the enactment of

! Section 172(D1)(B)Ci)(IT). Other items includable as a specitied liability loss include (i) amounts allowable as a
deduction under section 162 or 165 which are auributable to product liability or expenses incurred in the
investigation or settlement of, or opposition to, claims against the taxpayer on account of product liability, and (ii)
amounts allowed as a deduction which are in satisfaction of a liability under a Federal or state law requiring — (a) the
reclamation of land, (b) the dismantlement of a drilling platform, (¢) the remediation of environmental
contamination, or (d) a payment under any workers compensation act (within the meaning of section

16 1(h)(2)(C)(i)).

= Section 172(H(2).

** See PLR 200711015, supra note 10, In the ruling, the taxpaver incurred nuclear decommissioning costs in Year 1.
I'he Service stated that the taxpayer’s nuclear decommissioning costs “were incurred during the Year 1 tax vear,
which was more than 3 years after the licenses to operate the plants were granted and the liabilities arose.” Thus. the
Service ruled that the taxpayer satisfied all of the section 172(f) requirements and that the taxpayer's NOL
attributable to the nuclear decommissioning costs qualify as section 172(1) specified liability losses.
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. ck T, 2 &% : 7 . G g
section 172()(3).”" Therefore. such limitation is applicable and specified liability losses
attributable to nuclear decommissioning costs cannot be carried back to a taxable year prior to
1984.

As discussed above in this ruling request. the Severance Payments and Pre-
Dismantlement Decommissioning Costs are “nuclear decommissioning costs™ under section
468A and Treas. Reg. § 1.468A-1(b)(6). In several private letter rulings, the Service recognizes
the nexus between “nuclear decommissioning costs™ for purposes of section 468A and “amounts
incurred in the decommissioning of a nuclear power plant” for purposes of section 172(f).

% : f . 75 . .

IFor example, in Private Letter Ruling 9409011.% the Service stated:

The phrase "amounts incurred in the decommissioning of a nuclear power plant”

should be interpreted to have the same meaning as the term “‘nuclear

decommissioning costs™ under section 468A because both sections 172(5)(3) and
468A were added to the Code in 1984, and both sections were intended to provide

o . i J
relief 1o the nuclear powerplant industry. See gencrally H. Rep. No. 861, 98"
Cong., 2d Sess. 877 (1984). Accordingly  [taxpayer's| expenses in

decommissioning the power plant that are deductible under chapter 1 of the Code
are “amounts incurred in the decommissioning of a nuclear power plant™ under

' Section 172(0H(3) regarding specified liability losses attributable to nuclear decommissioning costs was added to
the Code by Section 1181 1(b)(2)(A) of the Omnibus Budget Reconciliation Act of 1990, P.L. 101-508 (Nov. 5.
1990) (the 1990 Act™). Section 11811 of the 1990 Act eliminated and redesignated certain provisions of section
I'72. Specifically, Section 11811(b)(1) of the 1990 Act eliminated subsections (g), (h), (i), and (k) from section 172,
and redesignated subsections (j), (1), (m), and (n) as, respectively, subsections (), (2), (h), and (i). Section
FISTI(B)2)A) of the 1990 Act then amended redesignated section 172(f) to provide rules relating to specified
liability losses. Prior to its amendment, redesignated section 172(f) (former section 172(j)) provided rules relating to
product liability losses, but did not contain special rules relating to losses attributable to decommissioning a nuclear
power plant. Additionally, Section 11811(b)(2)(B) of the 1990 Act provides:

The portion of any loss which is attributable to a deferred statutory or tort liability loss (as defined
in section 172(k) of the Internal Revenue Code of 1986 as in effect on the day before the date of
the enactment of [the 1990 Act]) may not be carried back to any taxable year beginning before
Janwary 1, 1984, by reason of the amendment made by [Section 11811(b)12)(A)].

(Emphasis added.)
* Nov. 24, 1993.
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section 172()(3) of the Code to the extent they are amounts described in section

1.468A-1(b)(5)*° of the regulations
(Emphasis added.) Similarly, in Private Letter Ruling 200711015.% the Service examined costs
associated with (i) storing spent nuclear fuel assemblies onsite, (ii) purchasing canisters for such
storage, (iii) operating and securing independent spent fuel storage installation facilities, and (iv)
removing steam generators and reactor vessel heads. and stated:

As discussed above, the costs described herein are nuclear decommissioning costs

under §1.468A-1(b)(3). Thus, such costs are amounts incurred in the

decommissioning of a nuclear power plant under § 172(1).

(Emphasis added.)

Accordingly, because the Severance Payments and Pre-Dismantlement Decommissioning
Costs are “nuclear decommissioning costs™ for purposes of section 468 A, they are costs
“incurred in the decommissioning of a nuclear power plant,” eligible for extended carryback
treatment under section 172(f) if the other requirements of section 172 are satisfied.

The Severance Payments and Pre-Dismantlement Decommissioning Costs are deductible
as ordinary and necessary business expenses under section 162 or as abandonment losses under
section 165, Therefore, they satisfy the requirement of section 172(D(1)(B)(i) that they be
deductible under chapter 1 of the Code (other than section 468(a) or 468A(a)).

lurther. the Severance Payments and Pre-Dismantlement Decommissioning Costs are
incurred at least three years after the NRC issued operating licenses for the Units,” which gave

rise to these decommissioning liabilities. Finally, the Company has used and is using the accrual

" Treas, Reg. § 1.468A-1(b)(6) now embodies carlier Treas. Reg. §1.468A-1(b)(5).
© Supra, note 10.
** 1982 for both Units.
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method of accounting for all relevant taxable vears. Therefore the Severance Payments and Pre-

Dismantlement Decommissioning Costs satisfy the requirements of section 172(H)(1)(B)(ii).
SONGS 2 was placed in service in 1983 and SONGS 3 was placed in service in 1984,

Accordingly. to the extent that the Severance Payments and Pre-Dismantlement

Decommissioning Costs are taken into account in computing a NOL of the Company in taxable

years 2013 and beyond, they are eligible as specitied liability losses to be carried back to cach of

the taxable years starting with 1984 and ending with the taxable year preceding the loss year.

INE PROCEDURAL MATTERS

A, Revenue Procedure 2013-1 Statements

1. The Company represents that, to the best knowledge of the Company and the
Company’s representatives, no carlier return of the Company (or of a related taxpayer within the
meaning of section 267 or of a member of an affiliated group of which the Company is also a
member within the meaning of section 1504) that would be affected by the requested letter ruling
is under examination, before Appeals, or before a Federal court.

2. The Company represents that, to the best knowledge of the Company and the
Company’s representatives, the Service has not previously ruled on the same or a similar issue
for the Company (or a related taxpayer within the meaning of section 267 or of'a member of an
altiliated group of which the Company is also a member within the meaning of section 1304) or
a predecessor.

3. The Company represents that, to the best knowledge of the Company and the
Company’s representatives. none of the Company. a related taxpayer of the Company, a

predecessor of the Company. or any representative of the Company has previously submitted a
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request (including an application for change in accounting method) involving the same or a
similar issue to the Service and withdrawn the same before a ruling was issued.

-+ The Company represents that, to the best knowledge of the Company and the
Company’s representative, none of the Company, a taxpayer related to the C ompany, or a
predecessor of the Company has previously submitted a request (including an application for
change in accounting method) involving the same or a similar issue to the Service in a ruling
request which is currently pending with the Service.

3 I'he Company represents that, to the best knowledge of the Company and the
Company’s representatives, none of the Company, a taxpayer related to the Company. or a
predecessor of the Company, at the same time of this request. is presently submitting another
ruling request (including an application for change in accounting method) involving the same or
a similar issue to the Service.

0. The law in connection with this ruling request is certain, and the issues discussed
herein are adequately addressed by relevant authorities.

7. The Company represents that the Company and the Company’s representatives
have no knowledge as to any legislation or pending legislation, Treasury Regulations, revenue
rulings, revenue procedures, court decision. or other authority that are contrary to the position
advanced in this ruling request.

8. A conference on the issues involved in this ruling is hereby respecttully requested

in the event that you reach a tentative adverse conclusion.
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9. If you have any questions or need additional information regarding this ruling
request, pursuant to the enclosed Power of Attorney, please contact Martha G. Pugh at (202)
756-8368.

10. The Company hereby requests that any document related to this request, including
the ruling itself, and any written requests for additional information be sent by facsimile
transmission (in addition to being mailed) and waive any disclosure violation resulting from such
facsimile transmission. Please fax the ruling and any written requests to Ms. Pugh at (202) 756-
8087. Please mail the ruling and any written requests to Martha G. Pugh, McDermott Will &
Emery LLP, 500 North Capitol Street, N.W.. Washington, DC, 20001.

B. Administrative

The following are enclosed:
1. A check payable to the Internal Revenue Service in the amount of $18.000.00 in

payment for the user fee for this request as set forth in Appendix A of Revenue Procedure

2013-1.
2 The required penalties of perjury statements.
3 The deletions statement required by Revenue Procedure 2013-1.
4. The checklist as required by Revenue Procedure 2013-1 .
3, A Power of Attorney.
Sincerely, __
f [ A ¢ o
Martha Groves Pugh o
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