SONGS COMPARISON CASE: BETWEEN 0% OWNERSHIP IN SONGS & CCCT

1 SONGS Nuclear Plant SONGS Nuclear Plant
2 Capacity Factor Setting SONGS 88% SONGS 85.5% SONGS 83% SONGS 88% SONGS 85.5% SONGS 83%
3 Capital Cost Setting Base Capital Cost Scenarios High Capital Cost Scenarios
4 (000) (000) (000) (000) (000) (000)
5
6 SONGS Plant Capital 328,728 328,728 328,728 383,233 383,233 383,233
7 SONGS Plant O&M 890,611 890,611 890,611 984,965 $984,965 $984,965
8 Added Decommissioning 70,737 70,737 70,737 70,737 70,737 70,737
9
10 Supplemental Costs Low (1) - 26,070 52,644 - 26,070 52,644
11 Supplemental Costs Mid - 34,451 69,741 - 34,451 69,741
12 Supplemental Costs High - 47,939 97,251 - 47,939 97,251
13
14 Nuclear Cost Adder (3) 61,304 61,304 61,304 61,304 61,304 61,304
15 Increase Due to Parity ROE on Existing Plant 4,234 4,234 4,234 4,234 4,234 4,234
15
16 Plant Cost Low 1,355,615 1,381,684 1,408,259 1,504,474 1,530,543 1,557,118
17 Plant Cost Mid 1,355,615 1,390,066 1,425,356 1,504,474 1,538,925 1,574,214
18 Plant Cost High 1,355,615 1,403,553 1,452,866 1,504,474 1,552,412 1,601,725
21 Combine Cycle Plant
22 Capacity Factor Setting CCCT 88% CCCT 85.5% CCCT 83%
23 Capital Cost Setting Capital Cost Scenarios
24 (000) (000) (000)
25
26 CCCT Plant Capital 295,991 295,991 295,991
27 CCCT Plant O&M 106,168 104,773 103,401
28 SONGS Ownership Credits - 105,441 105,441 105,441
29
30 Gas Cost Low 478,680 464,459 449,926
31 Gas Cost Mid 723,467 701,994 679,994
32 Gas Cost High 1,117,354 1,084,212 1,050,196
33
34 Replacement/Supplemental Costs Low (1) (2) 238,809 260,235 281,855
35 Replacement/Supplemental Costs Low 323,921 352,599 381,687
36 Replacement/Supplemental Costs Low 460,873 501,221 542,325
37
38 Environmental Cost Adder 61,304 61,304 61,304
39
40 Plant Cost Low 1,075,510 1,081,321 1,087,036
41 Plant Cost Mid 1,405,409 1,411,219 1,416,935
42 Plant Cost High 1,936,248 1,942,059 1,947,775

1) For each case and each scenario within that case, supplemental power costs were added to the level of SONGS output at an 88 percent capacity factor.

2) Replacement power for SONGS starts in October of 2009, due to the time it takes to site, license and build a CCCT plant, the plant operation date is
assumed to be January 1, 2012
3) Nuclear Adder is set to the value of the GHG Adder at $3.20 per MWh
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Study of Budgeting Error for Both Capital and O&M

1 Budget Year

2 1993
3 1994
4 1995
5 1996
6 1997
7 1998
8 1999
9 2000
10 2001
11 2002
12 2003
13 2004
14 2005
15 2006
16 1993
17 1994
18 1995
19 1996
20 1997
21 1998
22 1999
23 2000
24 2001
25 2002
26 2003
27 2004
28
29
30
31
32

33 ABS Error Years 93-04
34 Average

35 Standard Deviation

36 Standard Error

37

38

39 Actual Error Years 93-04

40 Average

41 Standard Deviation

42 Standard Error

43

44

45 One Tail Critical Value of 't

46 Capital Budget Error at Mid Point

47

48

49 O&M Error Calculation

50 O&M Budget

51 Actual Spending at the End of Period 12/31/05
52 Difference from Budget

53

54 O&M Budget Error

55

56 ABS Capital Budget Error One Year Out
57

58 O&M Budget Error at Mid Point

Application No. 06-04-____
Exhibit No: (MMS-2)
Witness: Michael M. Schneider

178
121
122
40
54
71
43
21
27
31
51
155
114
111
178
121
122
40
54
71
43
21
27
31

155

Capital Budgeting vs Actual Spending from 1 to 5 Years

5 Year Out

94%
9%
-23%
-T7%
-66%
-25%
-51%
-T7%
-51%
-57%
23%
288%

4 Year Out

56%
-33%
-45%
-70%
-57%
-44%
-51%
-73%
-57%
-44%

26%
251%

3 Year Out

-2%
-32%
-38%
-66%
-65%
-44%
-28%
-78%
-61%
-43%
-5%
67%

2 Year Out

-26%
-2%
-41%
-65%
-65%
-24%
-47%
-66%
-60%
-45%
7%
73%

1 Year Out
-10%
-17%
-23%
-65%
-24%

-1%
-17%
-42%
-19%
-24%

9%
3%

ABS of (Capital Budgeting vs Actual Spending from 1 to 5 Years)

5 Year Out

94%
9%
23%
77%
66%
25%
51%
77%
51%
57%
23%
288%

5 Year Out
70.1%
73.5%
22.2%

5 Year Out
-1%
104%
31.3%

1.32
18.0%

311,832,000

272,735,000

39,097,000
12.54%
21.3%

10.6%
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Average 4 and

5 Years Out
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Capital
21.3%
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POTENTIAL NUCLEAR COST ADDERS
Additional Security Costs
Security costs at nuclear power plants are guided by an NRC-issued design basis threat, which is the
largest threat that a plant licensee is required to design against. On April 29, 2003, the NRC revised the
design basis threat for nuclear power plants. Public Citizen and Mothers for Peace sued the NRC for not
holding public hearings before issuing this revision. On September 17, 2004, the U.S. Court of Appeals
for the District of Columbia issued an order requiring the NRC to establish a proceeding to consider
revisions to this design basis threat. (CPUC 2005b, p.18; Public Citizen 2004).

SCE has spent $69 million in recent security upgrades required by the NRC’s 2003 Design Basis Threat
(D.B.T.) update. (SCE 2005) SCE and PG&E have estimated that continued compliance with this design
basis threat will increase their annual costs by about $5.65 million and $5 million, respectively. (CPUC
20044, p.44; PG&E 2004b, 5A-15) These figures may increase if a revised design basis threat is issued.

Unanticipated Capital Expenditures

One source of uncertainty in future capital costs is the inherent difficulty in predicting unexpected events.
CEC witness Dr. Joram Hopenfeld pointed out that SCE unreasonably assumed that the costs associated
with component aging in the entire plant, excluding the steam generators, would essentially remain at its
present level over the unit’s licensing period." The assumption is unjustified and unreasonable because it
does not reflect the reality of an aging nuclear plant. It does not reflect the historical experience at
SONGS.

The CEC states that “SCE's 2006 General Rate Case Application provides an example of seemingly
insignificant incremental capital costs that when taken together, are indeed significant. If this Application
had been filed just one year earlier, SCE would not have included the $64 million reactor vessel head
replacement project in its capital cost estimate for the cost-effectiveness of the SGRP, because it wouldn't
have known about the need for the reactor vessel head replacement project. Such is the nature of
unexpected costs in aging nuclear plants, and such is the reason why SCE must at least attempt to account

for them in its SGRP cost-benefit analysis”.

! CEC-1, 2:24-26. Note that SCE's 20 percent O&M / 50 percent Capitals sensitivities analysis does not include costs
associated with repairing or replacing aging components (other than steam generators) themselves. "“To account for
‘unforeseen regulatory’ or 'industry issues," SCE analyzed high O&M and capital sensitivities that will reasonably bound
increased costs.” ORA-13. Neither of those terms, however, have anything to do with or include the need to replace aging
components other than steam generators. RT Vol. 2, 198: 18-23.
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