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Southern California Edison Company 
P.O. BOX 800 

2244-WALNUT GROVE AVENUE 

ROSEMEAD, CALIFORNIA 91770 

HERBERT G. GLEITZ LAW DEPARTMENT TELEPHONE 
ASSISTANT COUNSEL (213) 572-1942 

~July 30, 1981 

Mr. Harry Rood 
United States Nuclear 

Regulatory Commission 
Washington, D. C. 20555 

Re: Proposed Purchase by the City of Anaheim of an 
Additional 1.5 Percent Ownership Interest in San 
Onofre Nuclear Generating. Station Units 2 and 3 
from Southern California Edison Company 

Dear Mr. Rood: 

Enclosed for your review and comment is a copy of a 
letter agreement in near final form which the Southern California
Edison Company (Edison) and the City of Anaheim (Anaheim) propose
to enter into with respect to a contemplated purchase by Anaheim 
of an additional 1.5% undivided ownership interest in San Onofre 
Nuc ar Generating Station Units 2 and 3.  

On July 27, Alan Watts, counsel for Anaheim, and I met 
with Larry Chandler- and Ben Vogler from the Office of the 
Executive Legal Director to discuss the contemplated transaction 
and the enclosed proposed. letter agreement. They suggested we 
send copies of the proposed agreement to you and Mr. James 
Petersen for your review and comment.  

Since Edison and Anaheim anticipate executing the 
letter agreement in the very near future, we would very much 
appreciate your early review- of this matter.  
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If you have any questions, please do not hestitate to 
call me at (213) 572-3126 or Alan Watts at (714) 835-6212.  

Sincerely, 

HERBERT G. GLEITZ 

HGG:clk 

Enclosures 

cc: Lawrence J. Chandler 
Benjamin H. Vogler 
Alan R. Watts



ANAHEIM PUBLIC UTILITIES DEPARTMENT 

Office of The General Manager 

July 28', 1981 

Mr.. William R.- Gould 
Chairman of the Board 
Southern California Edison Company 
2244 Walnut Grove Avenue 
Rosemead, California 9,1770 

Re-: Purchase by the City of Anaheim. of an' Additional 
1.5 Percent Ownership Interest in San Onofree 
Nuclear, Generating Station Units 2 and. 3 from.  
Southern California Edison Company 

Dear Mr. Gould.  

By. letter dated' January 22, 1981, Gordon W.. Hoyt, Public 
Utilities General Manager of the City of Anaheim (Anaheim), 
inquired asi to whether Southern California Edison Company 
(Edison) might wdsh to. sell to Anaheim an additional Ownership 
Interest (hereinatter defined') in each of Unita 2 and' at the 
San Onofre Nuclear Generating Station (SONGS' 2 and' 3). Such 
Ownership Interest would' be in addition to- the 1.66 percent 
interest already owned by Anaheim. Pursuant to that letter,# the: 
respective stafts of Anaheim and Edison have had further 
discussionsz with respect to the acquisition by Anaheim of such an.  
Ownership, Interest.  

As at result of' such discussionssAnaheis hereby offfers to: 
purchase from Edison, a 1.5 percent Ownership Interest in: 
SONGS 2 and 3', includinga 1.5 percent ownership interest in the 
nuclear fuel associated with SONGS 2 and 3,. anda 1.25 percent 
ownership interest in the associated common facilities, such 
total. purchase being defined herein as the Ownership Interest..  
Upon completion of' this. transaction, Anaheim"s undivided 
ownership interest as a tenant in' common: in SONGS 2 and 3' will be 
31.1.6 percent..  

Th isi ofter ist made? subje-t to, ther followping. termsi and 
conditions 

L. It is understoods and* agireed thait transfer' toi Analheim off 
an' ownership interest, ast that term has been dtined by the, 
Nuc:Lear Regatory! Commissaion (NRC:1). in, SONGS; 2 and; 3. and! the
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execution and delivery of the Amendment to the San Onofre Units 2 
and 3 Participation Agreement (Participation Agreement) 
contemplated by Paragraph 9 hereof are, subject to prior receipt 
of, authorization for the transfer of such ownership interest from 
the California, Public Utilities Commission (CPUC) and the NRC.  
it is intended that nothing contained in' this agreement shall 
impose any obligations on either of, the parties that would result 
in. any violation of the- Atomic Energy Act of 1954 or the 
regulations of the NRC.  

2. At aspecial municipal election held on June 2, 1981, 
Anaheim, received' voter approval to issue electric revenue bondsi 
and other securities pertaining, to. SONGS 2 and 3.. Anaheims 
obligations hereunder are- subject to the issuance and sale of
electric revenue bonds and/or other securities (Securities).  
Anaheim convenants and agrees that, it will use its. best efforta' 
to issue and' sell. the Securities in an amount and- at such time as 
will enable it. to fulfill its agreement to pay Edison the 
Purchase Price (hereinafter defined, in accordance with this 
offer.

3. Anaheim shall pay Edison for such- Ownership Interest an 
amount (Purchase Price) to be determined in accordance with. ther 
following, formula:: 

PP, BC + CN + (;BC 'TBI) x TR + ITCR) x, 1 
(1 - TR) 

Where:s 

PP Purchase Price of the Ownership Interest,., 

BC * Book Cost, i.e 1.,.a recorded; coste and' expenses 
incurred by Edison, im connection with the construction:, 
ownership;, and licensing' of the Ownership Interest as of 
September 1,- 1981, other than the' cost of' nuclear fuel associated 
with the Ownersh'ip Interest..  

CNF' w Cost of nuclear fuel, for SONGS 2 and 3 associated with 
the ownershipl nterest, including taxes arising, from this 
transaction associated with the transfer of ownership, of. sai'd' 
Nuclear Fuel, as of: September 1, 1981.1as. provided for in Section 
11.2. of the Participation Agreement..  

TB*- The tax, bais of the Ownershipi Interest exctusive of 
nuclesr fuel. prescribed by the, Internal Revenue! Cbder (IRCJ). for 
de'termining; gaIn or loss in' thisa transactionS.
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TR = The weighted average of composite federal and statestatutory tax rates: applicable, to the sales proceeds received by Edison from-the-sale of the-Ownership Interest .to Anaheim., 

ITC -Investment tax credit (4, percent only), associated with the Ownership- Interest- which, Edison has previously, passed* onl to; its:. ratepayers,.  

ItCRo- The amount oft ITC required to be recaptured pursuant to the, applicable, prov-isions- of t'het IRC..  

Edison shall make-a good faith effort to avoid recapture of the ITC and' shall make a,_ good faith, ef fort. to includer thel matter of recapture of such ITC in ratte cases filed using a 1983 test year.. However, Edison shall take no position on either its federal or state income tax return inconsistent with treatment for tax purposes of the transaction contemplated hereby as;a transf er of. the: Ownership, Interesat on the date- of. payment. by, Anaheim of the, Purchase Price. If it is determ he.  Interna-X Revenue Service or any other administrative body having J~urisdi.ct'ion or,, if' judicialrve~i sought,. by the. -final order of. a; court of: competent, Jurisdiction-, that the, ITC isi% not.  recaptureable,, or, if the, ITC is, no- longer- subject to recapture, because of the passage of time, Edison shall adjust the Purchase .  Price by the amount of any ITC includedt inh theh Purchase Price recovered u by h Ediso'. Such adjustment if any shal bep made by Edison. wthin sixty (60) days following such fina rminatIon or- the, daete that: the., ITC becomes no: longer subject- to recapture, because of thef passage. of time,p as, the case, may, be*. If Edison' is; abler toh recoverb any ITCR t Arough rate reief,. Eon s l ajustt the Purchase Price by the. amount of any ITCR included. therein- and' reeregd bEison. chad jumtment, i any, shall be made ratably during . the- period for. whichte thfrateo relief irs made effective..  

4., Thet Purchase, Price shall .be. determined:' asi of. September, 1., 191i acrace wd.th the, formula. set. fodrth, in.. Paragraph. 3.,. No.  later- thana October- 15, 1981., Anaheim, shall1 pay to, Edison, the't Purchasef Price, in, accordrncez wdth Edison cs latest-eestimaite of: the., Pur-chase, Price? that. is, avaiable- as. of. the' date', of paymentt.. Thev Purchase! Pricer shall1 be', adjusted: to, reflect recorded, costs when data; regairding. siuch, coat& become? ava'ilabIe!. Dur'ing, reguar:m business hoursanaei~sal ae the, right,. at. its,. own-. expens,.p to, audit. the. books& and, record, of' Ed'ison,, d'irectly pertatining to the' costs included& inm the' - Purchase. Pr±ce-.. Anaheim' hereby' a'grees;' that the re-su~lta; of:- any.' such aud:it. and& any,- infobrma&tion obtain'e';
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in-connection herewith will be used solely for the purpose of verifying the costs included in the Purchase Price. Should such audit reveal errors, omissions or items not properly chargeable to the: Purchase Price, each party shall pay to the other any amount found due and owing. by it on the. basis of such audit. Any such amount shall, be paid within sixty (60) days after results of the. audit are agreed upon by Edison and Anaheim. In the: event that a. dispute arises regarding the findings, of such audit, 
Edison and Anaheim shall attempt int good faith to resolve- the dispute between themselves.  

5. If the Purchase Price is paid prior to September 1, 1981, Edison shall pay Anaheim interest on said Purchase Price from the date that Edison receives, the funds to, but not including, 
September 1, 1981 at a rate equal to- Anaheim.a effective interest rate. on- the Securities.. However, in no event shal such rate exceed the average.of the one-month commercial paper rates 
published by the Board of Governors of the Federal. Reserve System (such average being defined herein as the. Commercial. Paper Rate) during, such. period. If, pursuant to Paragraph 4, the Purchase 
Price is paid after September- 1,, 1981, and on or, before October 15,- 1981, Anaheim- shall pay Edison- interest on such Purchase, Price during, the period from September- 1, 1981 to the- date of Edison :s. receipt of payment at a rate equal to the..avexage of the Commercial Paper Rate published during such period If the 
Purchase Price is not paid. to Edison by Anaheim on or before 
October 15, 1981, this agreement, unless extended by written agreement of Edison and Anahem,. shall terminate.  

6. Anaheime shall, commence making weekly progress payments associated with the. Ownership Interest in accordance with.  Sections 6.7 and 6.9 of the San Onofre Units, 2 and 3 Construction Agreement, as amended, and shall commence making paymenta for itsl share of" nuclear fuel costs associated with the Ownership 
Interest on the first due dates for such payments after payment of the Purchase Price., However, if the Purchase Price is paid after September 1, 1981, the amount of any weekly progress 
payments and' nuclear fuel payments due after September 1, 1981 but prior to the date of payment of the Purchase Price and not included in the Purchase Price shall be included in the first 
weekly progress payment made by Anaheim after payment of: the Purchase Price. Such amounts shall bear interest at the 
Commercial Paper' Rater from the date suchi paiyments were due to. the date. that. Ediso receives& such fundsi, inctluadve ..
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7'. Anaheim. and Edison each- hereby- represents. that it is unaware of' any reasonable basis. for the CPUC or the NRC to deny authorization for the transfer from Edison to Anaheim of' the.  Ownership Interest, and, each 'of them also represents that, barring unreasonable, regulatory- delay, it- expects each such authorization will, be obtaIned prior to: March-, 31, 1,98,2.. Anaheim-, and:, Edison shall. jointly seek, authori-zat-ion, from: the- CPUC and' the.' NRC for, the, transfer- from,. Edison to: Anaheim; of. the.- Ownership; Interest-.  Ed:ison. and Anaheim shall. cooperate, fully in seeking. s'aid authorizattions:, and. all other' approvals', contract. amendments, assignments; of' interest . and.' consenlts necessary- to- effect transfer- of: the, Ownership Interest.. Anaheim shall be: responsible.  for and. shall pay all costs, incurred, in obtaining necessary authorizations;,, approvals, aasignmentsl, amendments-, and' consents.  associated' with the:, transfer' of' thez Ownership, Interest.* Each, party shall. bear, its- own costs, of preparing" the~ amendments".  specaified' in- Paragraph 8 

8:Upon execution% and delivery of' this letter agreement,, both: par.t'Ies. shall cooperate, fully in preparing, and agree.ing; to,amendmentsZ to, the, Participaltion Agreement. the.- Supplemen.ta~l Agreement for, the I-ntegration, of: Anaheim's;, Enttlements; irn San. Onofre Units, 2. and' 31, as- modoified' (Supplemental. Agreement) and:,the Edison -An ahelim. San Onofre, Transmission Service' Agreement, (Transmission Servicei Agreement) .to; reflect the transfer of: the.  Ownership Interest, so, that,. prior to' h time Anaheim- is markets, itsk Se-curi-ties& for: the, payment of' the Purchase, Price,, such,' amendments: shall1 be in, final., agreed upon. form suitable; for execution.. However,, saId' amendmentst' shall. not: be. 1 executed" until authorizations for- such. trantsfer' have been, received' from,. the. CPUC and-, NRC and' the' Purchase. Price; has. been p&;id', to- Edison., Anaheimand; EdIson' each- hereby' agree' to, fully opraetoobinprr to., the,- time, Anaheim fir's-t markets; Securities,. for the: payment: of.  the, Purchase- Price-,' the,- written- consents of:- San', Diego-, G;s. &I Electric- Company ('SDG&E and- te. CI-tyo iesd.(iesd' o &uch, amendment to;, the, Participation; Agreement... Neither party is& aware' of any reazsonable' basis for, either' SDG"&E., or, R'iverside toy ref us& to. give- such, consen'.t., 

9'In the event. that, patyment- of the' Purchase' Price by Anahelim- to* Edisonr ha;si beent made, on.- or- be-foret October, 15., 1981,and.* the a'u'thor-izations; of: the. CPUC and.NRC for- the., trans&fer- of thet Ownership- Interest are obta~Ined! on,, or- before March, 31, 19,82.,,I then'- w1ith-in' five- (SY) busaInes's. dAysi after.- the later" of. such.
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authorizations is so obtained, Edison and Anaheim shall each 
execute and deliver the amendments to. the Participation Agreement,. the Supplemental Agreement and the Transmission ServiceAgreement referred to in Paragraph 8. Upon executionand delivery of the: amendment to the, Participation Agreement,, Anaheim shall. own the, Ownership Interest, as a tenant-in-co, onand sha t be responsible- for its.. share, of all nuclear fulPoss' inc'uig 
sales and use taxe, associated therewith,c in accordance withe Section 11 of them Participation Agreement.  

10. If. Anaheim. pays Edisonr the- Purchase Price pursuanti to Paragraph 3 before the autthorizations of the CPUC and NRC for the transfer of the, Ownership Interest are obtained, during, thef period, between payment of the Purchase- Price to Edison and the eecution and' delivery of the amendment to' the Participation Agreement contemplated by'PAragraph 8.An'ahe'im shl e entitled to any, energy generated' by SONGS: 2 and 3'wihs.aoctewih the Ownership. Interest during such peiod less the energy associated' with the Ownership Interest required for operation of all process and auxiliary equipmente and system used in connection with the operation and maintenance of SONGS 2 and 3 and, be. responstible'for all of the obligations associated ith the Ownership Intereat'rh, includan1but, not limited to:, bc) the' treatment1 of the Ownership IRerest as, property of Anaheimor for property tax. purposes (e)u the namingef, s An'aheim a' a named insured with respect to the: Ownership- Interest o all. insurance maintained by Edisone t, Projecth Director,, ouNG ' ad ban (iij. the payment of,. all. nuclear fue and other costs, socae vith. the, Ownership" Interesat.  

11E, Ifto Anaheim' payst Edison the Purchaed Pricde purchnse Paragraph, 3- before: the- authoriza.tion,- off the. CPUC andt N-RC for, the.  transfer of the Ownership, Iterest are obtanedh and sucha authorizatlons are not obtained onr before March 31, 1sb, unles such date is? extended' in writing by mutual agreemen t f the partiers,- said' agreement. not'- to bei withheld unless:1 the non agreeing' party- suffers., economic, d'etriment, or' increased,; risk., Edi son I'v obl igat ions, to execute:- and deliver: the amendments; described, in: Paragraph- 8' shall1,, on. April- 1,, 1,982,. become, null. and.  void and: Edison- shall, pay, to; Anaheim,.. on- or beforez July 1, 9802, an, amount, equatI to' (i.) the Purchase! Pri-ce', plusi (11), an" amo unt.  equal: to- Anaheima- interesat: cosit, from't the date- the; Purchase! Price! wa-, rece.ived:;; by,. Edison'. to. the- date.-* such, amount, is' patid:' by.  EIson to Anaheiim,, on' the: Securities, iss ued' to, fund' the' Purchase!: Pricei,, but in,, no', event'- shall such cost exceed! the- amount th-att would: have' obtaiined h'ad, the% interest- rate. on- the. SeeurItie been'the- Cbmmercia'1 Paper- fttet plus& (1ii the- wee'kly,- progrezss
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payments made- in accordance with Paragraph 6 and payments for nuclear fuel, plus (iv) an amount equal to Anaheim's interest costs,. from: the date such: payments were received by Edison to the date such amounts are paid by Edison to Anaheim, on the Securities issued to fund the weekly progress payments. and nuclear fuel. payments but in no event shall such cost exceed theamount that would' have obtained had the interest rate on the Securities been the, Commercial Paper Rate,, plus (v) an amount equal to the costs incurred by Anaheim in issuing, refunding, and redeeming, the Securiti.es; provided, that the amount to: be paid pursuant to this clause (v) shall not exceed the sum of Four.  Hundred Thousand Dollars. ($400,,0OO. In no event shall the date 
for obtaining regulatory- authorizations, described: herein, March 31, 1982, be extended to later than December 31, 1982'.. In the event the March 31, 1982 date is so extended, a, like extension. shall be provided for the April 1, 1982 and.  July 1, 198'2 dates,., 

12. If authorizations- of. the CPUC and NRC are, not obtained? by March 31, 1982, or such other date as: may be agreed' upon by the parties as provided, for in Paragraph 11, the rights- and obligations- of Edison and Anaheim pursuant to this letter agreement, except for the obligation to pay money,, shall terminate..  

If: the terms and conditions of th-is letter agreement are satisfactory, would you please indicate your acceptance hereof by having an appropriate officer of Edison execute this. letter agreement. on behalf of Southern California Edison Company in the place provided- at the bottom of this letter and return- such copy to Gordon W. Hoyt, Public Utilities. General Manager, City of: Anaheim.. The signatory of the CIty of Anaheim hereto representa, that he has been appropriately authorized by the Anaheim City Council to execute this, agreement on behalf of- Anaheim.  

Very truly- yours,
CITY OF ANAHEIM 

BY 

Public Utilities General, Manager 

AGREED AND ACCEPTED THIS, 
DAY OF 19,81.  

SOUTHERN CALIFORNIA EDISON COMPANY 

BY


