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Southern. California Edison Company o
’ P.O. BOX 800 ‘ | . ’
2244 WALNUT GROVE AVENUE”'
"ROSEMEAD, CAL(‘FORNIA 9’|770. :
HERBERT G.GLEITZ - . LAW DEPARTMENT o o TeLEPHONE

ASSISTANT COUNSEL . . .- . ’ . . . (213) 572-1942

July 30, 1981

: ‘Mr. Harry Rood - R
} United States Nuclear V2, s
‘ - 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 1nterest in San Onofre
Nucgear Generatlng 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. C

, Slnce Edison and Anahelm ant1c1pate executlng the
letter agreement in the very near future, we would very much

apprec1ate your early review of thlS matter. s
Tt T R /50-".59
Ny I 777PDR ' ’ SR ¥ fﬁ’;ﬁ
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OIf you have any questlons, please do not hestltate to
call me at (213) 572 3126 or Alan Watts at (714) 835-6212,

- Sincerely,

HERBERT G. GLEITZ.
HGG:clk

Enclosures

cce LawrenceiJ- 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, Californxa 91770

. Res. Purchase by the: C1ty 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. Gould-

By letter dated January 22, 1981, Gordon W. Hoyt, Public
Utilities General Manager of the City of Anaheim (Anaheim),
inquired as: to: whether Southern California. Edison. Company
(Edison) might wish to sell to Anaheim an additional Ownership
Interest (hereinafter defined) in each of Units 2 and 3 at the
San Onofre Nuclear Generating Station (SONGS- 2 and 3). Such
Ownership Interest would be in addition to- the 1l.66 percent
interest already: owned by Anaheim. Pursuant to. that letter, the
respective: staffs: of Anaheim: and' Edison: have had' further
discussions with respect to the acquisition by Anaheim of such an:.
Ownership Interest..

Assatresult of such dlscussaons, Anaheim: hereby offers to:
purchase: from: Edison. a. 1.5 percent. Ownership: Interest in
SONGS: 2. and 3, including: a 1.5 percent ownership: interest in the
nuclear  fuel associated with: SONGS: 2. and 3, and a l.25 percent
ownership: interest in' the: associated common facilities, such:
total,purcnaserbeingﬁdbfinedihereim:aszthe50wnershipﬁInterewtn
Upon: completion: of this: transaction, Anaheim"s undiwvided:
- ownership: interest: as: a: tenant: in common in SONGS 2 and 3 w&ll be:
3u16spercent. .

1 This: offer: is:made»subject to‘the*following terms: and:
conddtionav v .

1. It issundersmood‘and aqreed thmt transfer to: An ahelmxof
an ownership interest, as: that term has: been defined: by the:
Nuclear Regulatory: Commission: (NRC)i, 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. kt{a:specialfmunicipal,eIection:held?oanune-24 1981,
Anaheim: received voter approval to. issue: electric revenue bonds
and other securities: pertaining to- SONGS 2 and 3. Anaheim's:
obligations: hereunder are- subject to. the issuance and sale of
electric revenue bonds: and/or other securities: (Securities).
Anaheim convenants: and'agreesxthat it will use its. best efforts:
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 deflned) in- accordance with this
offer.. .

3.. Anaheim shall pay’Edlson'for such. Ownership: Interest an
amount (Purchase Price) to: be determlned in accordance with the:
following formula::

PP = BC + CNF + ( (BC - TB) x TR + ITCR) x

L
Ron- TR)

Wheres v
EPLirPurchaseaBriceroffthe?0wnersmipvlnterestm'

BC = Book Cost, i.e., all recorded coste and expenses:
incurred: by: Edison. in: 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: Ownership: Interest. :

- CNF = Cost of nuclear fuel for SONGS 2 and 3 assocxaxed with:
the: Ownership  Interest, including taxes: arising from this:
transaction associated: with the transfer of ownership: of said:
Nuclear Puel,. as: of September 1, 1981, as&provided‘for in Section
- 1le2 of the Participamion Agreement.

TB*-‘The tax\basdsnof the: Ownersth*lnteresm exclusdvetof
‘nuclear fuel prescribed: by the: Internal Revenue: Code: (IRC) for
determlningfgain or: lossiin this*transactxon. :
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TR -bThe:wéighﬁed-avérage~of,éompoéite{federal and state
statutory tax¢rates?applicable:to:the¥sa1es'pr0ceeds-received by
Edison'fromlthe-sale'of’the:Ownership Interest to Anaheim.

. 'ITC?-vInvestment tax credit (4‘percént,on1y) associated with
the Ownership Interest which Edison has previously passed on to:
its ratepayers. - o S )

IICR?chheraﬁount.dfrITCfreqniredqto;beirecaptured~pursuant
tO'the‘applicable:provisdqnsfof the: IRC.. o _

: Edison shall make- & good' faith effort to avoid recapture: of
thezITC:and?shadl_make;avgood.faith:effbrt_to include the matter
‘of'recapturerof'suchtITCiin\rate:cases;filed?usdngqa@1983;test
year. However, Edison shall take. no. position on either its
fedErai.or'state«income»tax'retunntinconsistent:with;treatment

. for tax;purposes»offthe:transactiontcontemplated:hereby as: a.
transier:offthenOwnershipfInterestxonﬂtheedate;of%paymentﬁby“

- Anaheimzof;the}Pu:chasezPricem IffitziSadexermined:byﬂtheé :
_InternaiuRevenueeSérvfcehorzany-othervadministrativevbody having
jurisdiction or, fffjudiciai.revieW5isasought¢,by the final order -
of;arcourt1ofﬁcompetentujurisdiction, that the ITC is not B
recaptureable, or if the ITC is no longer subject to: recapture:
bec&use,offthe:passagefofitimew Edison'shailiadju&tvthezPurchasef
P:icerbyfthefamount‘ofiany‘Imc.inciuded:in the: Purchase Price
recovered by Edison. Such-adjnsmment,,if‘any, shall be made by -
Edison within sixty<CGO).daysxfoilowingfsuch-finai.determinatiom
or"the»dhxepthat:thefITC‘becomesano:longer-subjectxtozrecapture
.becauseﬁoffthezpassagezofitimeq.aséthegcase~may'bem If Edison is
abIe:tOrrecover'any'IICR:throughtrmte:neiiefy Edison shall adjust
therPurchaseﬁpricefby‘the-amount of any ITCR included: therein and:
recovered: by Edison.. Such adjustment,. if any, shall be made:
ratabiy:duringitheaperfodész:wnichsthee:utesrediefffs:mades
effective.. - . - . _ - r

4. TherPu:chEBE?P:ice?shail_be:determinediassoffsePtember“I,
-IQ&I‘ineaccordancerwithztheffbrmuiaéset.fbrth:fneP&ragraph:B%n No:
l&te:;thansOCtobet'Ism,IBBIw Anaheimﬁshail‘p&y'tovEdison:thef ,
Pu:chwsezP:iceﬁinraccordanc&-withrEd&sonfsaI&test“estimateﬁof*the~
Rurchaserpricefthat:iszavair&bie?as;oﬁ;the>date:offpaymemt“ The:
Purchase: Price shall bewadﬁusted&tOxrefiectt:eco:dédfcostsrwhen
dQMa?:eqaxd&nq;suchacosts&becomet&v&ﬁlab&eur During; regular -
bug&nesszhoursw‘An&heimashall have: the: right,. at its: own: expense,.
tozauditathesbooks%mndr:econdbsoffEdison?directly‘pentmiwﬁng;to>
theﬂcostsafncludédﬁin:therpuzchase»Pricem. Anaheim: hereby agrees:
that the: results: of any: such: audit: and: any information: obtained:
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1naconnectionjherewith:will_be~usedisolelyffor‘the;purpose of
verifying the costs included in the Purchase Price. Should such

- audit reveal errors, omissionsuor;itemsvnot‘properly:chargeable
to the Purchase Price, each partywshail;payﬁtO%thefother*any" ,
amount,fOUnafduefand?owing;by,it‘on«the:basisfoffsuch‘auditm' Any
such,amountvsh&llﬁbefpaidgwithinfsixty“(GOL‘days‘afterfresults.ofi"
thezaudit‘are;agreedlupon"by‘Edison:andiAnaheim;”-Inzthe:event_
that,a;disputezarisesyregarding*the?findingssoffsuch audit,
Edison and Anaheim shall attempt in: good faith to resolve the
dispute between themselves. o R

5. vathesaurchase?Price:iSapa&d‘prior'tO»September“l, 1981,
"Edison ahall‘pay*knaheimainterestyon‘saddfPurchase‘Rrice:fromfthe
date that Edison receives. the funds: to, but: not including, ‘
September 1, 1981 at a rate equal to' Anaheim's effective interest
rate:onithe;Sécunitiesu.,Howeverb in: no event shall such rate -
exbeedftheJayerage§of;theeone-monthacommerciaifp&perfratem,,' _
published: by the Board of Governors: of the Federal Reserve System

(sucheaverageibeing;définedihereinv&stthebemmerciai,P&per‘Rate)
‘du:inggsuchfpe:tod;f’Ifﬁ_pursuant‘toaP&rag:aphf‘;'thexPucchaser
Price: is paid after September 1, 1981, and on or before Octoberas.
15, 1981, Anaheim: shall pay Edison interest on. such. Purchase:
Price:during;the:period&from:Séptemberﬁl,;1981‘tOsthekdamefofi e
'Edisonﬁssreceipt:of:payment1at:a:rate:equal to: the<average of the
COmmerciai;PapersRate:pubtished%dhringpsuchvperfod;. If the:
Purchasenprice6£3%notrp&tdAto:Ediaonzby Anaheim on: or before-
‘October 15, 19Biwlth481agreementm.uniess;extended%by'wcitten"
agreement of Edison and Anaheim, shall terminate. '

6. Anahéim:sha&l.commeneefm&kﬁnggweekiyrprogreSSSPayment&

associated with the: Ownership: Interest in: accordance with: :

’?Sectionsﬁ6@7?andf6;9?offthexsan:OnofreaUn&tsr25and:3tCbnst:udtion;_
Agreement, as:. amended;, aﬂdéshail.commence“m&kingzpaymentszfor"its
aharefoffnuciearrfuel;costs;aasoci&tedéwithsthe?anershipﬁ B

~ Interest:onrtheaffrst:duesdatesgfbnjsuch;paymentg;aftex“payment‘
~of the Purchase Price.. waeverwntfﬁthezPurchasesPrice?iS§padd;'
after September 1, 1981, the amount: of any weekly progress
payments;andinuclearﬂfue£1paymemts-dueaaitet“SePtemberﬁl,.198&;
but prior to: the: date: of payment of’ the: Purchase Price: and not -
includedéinztheapurchaseﬁBricejehmlwaewfncluded;inrtherfirmt
weekly:progress;pmymemt:made~byvknahedmtafterfp&yment,oﬁ the:
Purchase: Price..- Such: amounts: shall bear interest at the ,
COmmerciadlPaperiaamerfromatheadamefsuch%paymentszweme%duestoathe

' d%te:thamysaisonm:eceiwesﬁsnchpfunds@¢incius&yem: : - .
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OwnetshipaInterest(and:each,of”themwalso~tepresents?that, barring
un:eaSonabIe?regulatoryjdeiayyAit'expectsreach such authorization
will be obtained Prior to March 31, 1982.. Anaheim: and Edison .
ahallijpintlx~seekzauthorizationafromvthe'CPUCfand the: NRC for
theutransfer'fromedisonuto:Anaheimrofither0wnership;1htere&t.
"Edison. and Anaheim~sha11<cooperate:fully'in‘seekingzsaidj'
authorizations, andﬂallnother‘approvaisy contract amendments,
assignments;offinterest¢'andiccnsent8'necessary'to‘effect.
transfer'ofithe¢0wnership?1nteresty' Anaheim shall be responsible
fOr'and.shall.pay adl,COSts;incurredlin.obtaining necessary
&uthOrizationsw.approvarsq assignments, amendments, and consents
associated*with-theAtranstr:of“thes0wnerships1nterest@ Each:
p&rty‘ahall_bearsitsaown'costs)of;preparing-thewamendments;
specﬁfied?ianaragraphyB;; S : '

B Upon:executioﬁgand,delivery‘offthiS*Ietter“agreement;
bothtpartieszshallﬁcooperate*fuIIy in,preparingwandiagreeing;tow
amendmentsztonthe\Participation Agreement;_therSupplemental
Agreement fon*the‘Ihtegxation%of’Anaheim*siEnqstlementsaim
san;Onofre:Units;ZEandi3& as:modified?(Supplemental.Agreement),
and: the Edison-Anaheim San Onofre?Transmission-Se:vicefhgreement
(Tr&nsmissionaSérviceéAgreement)_to=reflecttthe~t:ansfer'o£’the
Ownexshiprlnteresty-ao~that, prior to the time: Anaheim first
m&rketsaitsaSECuritieseforrtheﬁpayment’offthe>PhrchaSeAPrice,
suchkamendments:shail.besin;finad, agreed upon: form suitable for
execution.. However,. sa&diamendments;shall.not:beeexecutedfuntil
authorizamionsafbr-smchztzansfér‘have been: received from the CPUC
andsNRCZ&ndithezPurchasexPricesh&sabeen~padd?tOfEdisonm. Anaheim:
andiEaisonzeachahetebg:ag:ee»to%fhily‘cooperamertoaobt&iny prior:
to;thegtimeskn&heimsffrsmfmamkets;SecuritiQSvfbr'the payment: of -
the: Purchase: Price;, therwritten'consents@ofisan:Diego:Gas:a;
‘Electric Company (SDG&E) anditheeCity:offRiversidef(Rivers&dem to
,snchramendment:to;the:Pantictp&tfom Agreement.. Neither party is
aware of any reasonablexbastaszreither'SDGxE:o:jRiversddeitOx
refuse: to' give such consent. : ' o -

S I Ihrthewevenizth&t'paymemt ofithezpurch&se%Price:by
Anahedm@tosEdisonahas%been:made:on%brfba£0rer0ctober“15%vlsﬁiw

"-&nditherauthoxiz&tions;ofithe:CEUCtandENRCIfbcttheztransfhr“ot

the: Ownership Interest &refobta&nedion;or"befbtewuarch?31, LQ&ZQ
then%w&tnim five: (5) bws&nesaedaysvattemvthexlwtex"ofigucha :
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authbrizations;is 80 obtained; Edison and?Anaheimishall.eachl-

execute:andﬂdeliver'the=amendments;toithe Participation
Agreenment,. the: Supplemental Agreement and the Transmission
Service Agreement referred to in Paragraph 8. Upon execution and

"?delivery'offthe:amendment to~the~ParticipationrAgreementp Anaheim

shall.own=the“0wnership,Interest:asvagtenant-in-commonzand.shail
be responsible for its share of all nuclear-fuei>costs»_includingv
sales and use: taxes, associatedzthezewith,’in,accordancerwdth
Section 11 of the Participation Agreement.

10.. IfﬁAnaheim:payS»EdisonttheVPurchaéé%PriceipursdantAto‘

Parag:&ph;3~before~the authorizations of the: CPUC and NRC for the

transfer.of'therOwnership'Ihterest are obtained, during the:
Period between payment of the  Purchase Price to Edison and the

execution- and delivery of thefamendmentttO'thefParticipation

connection with the operation and maintenance of SONGS 2. and 3
and. be: responsible for all of the: obligations: associated with the:
Ownership Interest, includin -but. not limited tos (i) the '
treamment;of‘the-Ownershipglg%erest as: property of Anaheim: for
property tax purposes; (ii) the naming of Anaheim as' a: named:
insu:ed:with-respect,to'the:Ownership'Interestvoniailhinsurance:
m&intained?byfEd&sonmiasaproject Director,. for SONGS 2 and 3, and:
(iit). the: payment of all nuclear fuel and:othe:'costs¢&esociatedy
with the: Ownership: Interest.. _

1l.. vrf'Anaheimypayngaiscmfthe?BUrchasesPricexpursu&mtuta
Paragxaphf3ibefbreithe?authontzattonsaof the: CRUC' and: NRC for the

-transtex“ofithef0wnership_1ntezeam:areuobtadned;,and?suchl
-&uthorizationssarernotﬁobtained?on@onfbefOreaHarch?31, 1982,.

unlesm;suchrdateafseemtendediinﬁwmitingsby'mutuai,agreememt,off

,therpartiesa~said?agreementrnot:tO%berwithheidﬁunlesssthesnon-

_ agreedng:partyfsufférsneconomiCTdEtrfment;orfinczeasediriskm

Edison's&obligationsfto:executer&ndfdédivenrthesamendmemts
described“in;Pa:agr&ph;Bishaiip'ontkprilvlm 1982, become: null and
void;andzEdisonvahaiI.payfto;knaheimygonaorvbetbrefJudy‘Im 1982,
an' amount equal to: (i) the Purchase Price, Plusi (ii) an: amount
eqpai.torAn&heimJSximterest:co&tﬁ from: the: date: the Purchase: _
Price:wasx:ecedvedabxtﬁdison:to;thesdamezsuchtamoumtrisapaidibya

' Eﬁison;tozﬂnaheimw'om’thefsecuritiesiissued?to;fundfthe Purchase:

Price,. but;infne:evemtﬂshaﬂlhsuch:cost.emceed:theéamount that.

'.wouldshawezobtadnedihadfthe=fmterestr:ame:on§thesSecuritteszbeem
‘ the%Cbmmemciml,?&pgrjnhte;pluaa(tiixfthezweekix‘progressw
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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~datevsuch:paymentSrwere~receivediby Edison to the
date such amounts are paid by Edison to Anaheim, on the

Securities issued to fund the weekly progress payments. and

‘huclear fuel.payments;but'in no event shall such cost exceed the
‘amount: that would have obtained had the interest rate on the

' Securities. been the Commercial Paper Rate, plus (v) an amount X
equal to thefcostshincurredzby~Anaheim%in:issuing;‘:efhndingy and
redeeming the Securities; provided, that the amount to be paid
pursuant to this clause (v) shall not exceed the sum of Four e
Hundred: Thousand Dollars ($400,000). In no event shall the date
for’obtadningrregulatory~authorizationssdescribed:herein, ‘

-March 31, 1982, be extended to later than December 31, 1982, 1In
the event the March 31, 1982 date is so extended, a. like -
.extension,shall.berprovided?fbrhthe=Apnil,1,.1982:and

July 1, 1982 dates.. : o -

12, Iffauthortzations;offthe«CEUCTand‘NRC:are'not.obtaine&
by March 31, 1982, or“suchvother“date=aspmay'be%agreediupon,by
‘the: parties as provided. for in Paragraph 11, the rights: and
obiigations.of‘Edison~&nd?Anaheim:pursuantfto.this:letter
agreement, except for the obligation to pay money, shall
terminate,. 3 ‘ o .

If the terms and conditions of this letter agreement are
satisfactory, would' you please indicate your acceptance: hereof: by
having an appropriate officer of Edison execute this letter
agreement,on=beh&lffof:SOuthern,California@Edieon~Cbmpanyfin the:
pPlace provided at the bottom: of this;lette:“andfreturn~such:copy
to: Gordon W. Hoyt, PubTiC‘UtiIitiesaGenerad.Managerw City of
Anaheim.. The‘sdgnatory’ofithesCixyfof'kn&beimsheretOzrepresentsr
thatuheshas@been,app:opriateiy’authorized%by'the=An&hedmthty?
Cbuncil.torexecute;this;agreement‘on:behalffoffAnaheimw :

Very truly yours,
CITY OF ANAHEIM

BY

am—

EubiicrUfTTitiés?ﬁénera&,M@n&ger“

AGREED: AND: ACCEPTED! THIS:
DAY OF _ » 1981,

SOUTHERN: CALIFORNIA. EDISON' COMPANY'

BY:




