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ENCLOSURE 1.A

SOUTHERN CALIFORNIA EDISON COMPANY
CERTIFICATE OF FINANCIAL ASSURANCE FOR
DECOMMISSIONING SAN ONOFRE UNIT 1



SOUTHERN CALIFORNIA EDISON COMPANY
CERTIFICATE OF FINANCIAL ASSURANCE FOR
DECOMMISSIONING SAN ONOFRE UNIT 1
10 C.F.R. § 50.75 (b)

Southern California Edison Company (SCE) hereby certifies that financial
assurance for decommissioning SCE’s 80.00% interest in Unit 1 of the San Onofre
Nuclear Generating Station will be provided in an amount which may be more but
not less than 80.00% of the amount stated in 10 C.F.R. § 50.75(c)(1)(i),
adjusted annually using a rate at least equal to that stated in 10 C.F.R. §
50.75(c)(2). Such amounts will be accumulated in accordance with 10 C.F.R. §
50.75(e), through the mechanism of an external sinking fund in which deposits
are made at least annually, unless any such annual deposits have been prepaid.

SCE entered into a Decommissioning Trust Agreements dated November 25, 1987 with
Harris Trust and Savings Bank,. as Trustee, and the California Public Utilities
Commission. [See Enclosure 1.B.i.a and Enclosure 1.B.i.b]. Pursuant to the
Trust Agreement, SCE has also entered into Investment Management Agreements,
dated January 25, 1988 with RCM Capital Management and January 26, 1988 with STW
Fixed Income Management. [See Enclosure 1.B.ii.a, Enclosure 1.B.ii.b, and
Enclosure 1.B.ii.c].-

San- Onofre Unit 1 is a Pressurized Water Reactor licensed to operate at a
maximum reactor power of 1347. megawatts-thermal (MWt). Therefore, San Onofre
Unit 1 is subject to the 10 C.F.R. § 50.75(c)(1)(i) minimum funding requirements
for a pressurized water reactor producing less than 3400 MWt. Accordingly, the
minimum value required in January 1986 dollars is equal to {75 million +
[(0.0088) x 1347] million)} or $86.9 million. As required, this amount is
adjusted annually at a rate which is at least equal to the rate determined by
the formula stated in 10 C.F.R. § 50.75(c)(2) when the Tlatest information
available is used. '

SCE further certifies that deposits will continue to be made into the trust fund
in an amount or amounts which are necessary to maintain a calendar year funding
level at or above 80.00% of the multiplicative product of (A) and (B); where:
(A) is the latest adjusted/escalated value for the required NRC minimum amount;
and (B) is the fractional result obtained by dividing (C) by (D); where (C) is
the number of years, and any portion thereof, between March 27, 1967 (issuance
date of the License) and the end of the calendar year for which the amount is
being calculated, and (D) is the number of years, and any portion. thereof,

between March 27, 1967 and March 2, 2004 (expiration date of the License).
| Signedﬂ:j::¥£mzyézxﬂIL£2‘:5z? C_

Name: Michael L. Noel

Title: Vice President & Treasurer
~ Address: 2244 Walnut Grove Avenue

City: Rosemead, California 91770

Telephone No.: (818) 302-1086




ENCLOSURE 1.B

SOUTHERN CALIFORNIA EDISON COMPANY
CERTIFICATE OF FINANCIAL ASSURANCE FOR
DECOMMISSIONING SAN ONOFRE UNIT 2




SOUTHERN CALIFORNIA EDISON COMPANY
. , CERTIFICATE OF FINANCIAL ASSURANCE FOR
DECOMMISSIONING SAN ONOFRE UNIT 2
10 C.F.R. § 50.75 (b)

Southern California Edison Company (SCE) hereby certifies that financial
assurance for decommissioning SCE’s 75.05% interest in Unit 2 of the San Onofre
Nuclear Generating Station will be provided in an amount which may be more but
not Tess than 75.05% of the amount stated in 10 C.F.R. § 50.75(c)(1)(i), adjusted
annually using a rate at least equal to that stated in 10 C.F.R. § 50.75(c)(2).
Such amounts will be accumulated in accordance with 10 C.F.R. § 50.75(e), through
the mechanism of an external sinking fund in which deposits are made at least
annually, unless any such annual deposits have been prepaid.

SCE entered into a Decommissioning Trust Agreements dated November 25, 1987 with
Harris Trust and Savings Bank, as Trustee, and the California Public Utilities
Commission. [See Enclosure 1.B.i.a and Enclosure 1.B.i.b]. Pursuant to the Trust
Agreement, SCE has also entered into an Investment Management Agreements, dated
January 25, 1988 with RCM Capital Management and January 26, 1988 with STW Fixed
Income Management. ' [See Enclosure 1.B.ii.a, Enclosure 1.B.ii.b, and Enclosure
1.B.ii.c]. ,

San Onofre Unit 2 is a Pressurized Water Reactor licensed to operate at a maximum
reactor power of 3390 megawatts-thermal (MWt). Therefore, San Onofre Unit 2 is
subject to the 10 C.F.R. § 50.75(c)(1)(i) minimum funding requirements for a
pressurized water reactor producing less than 3400 MWt. Accordingly, the minimum

. value required in January 1986 dollars is equal to {75 million + [(0.0088) x
3390] million} or $104.8 million. As required, this amount is adjusted annually
at a rate which is-at least equal to the rate determined by the formula stated
in 10 C.F.R. § 50.75(c)(2) when the latest information available is used.

SCE further certifies that deposits will continue to be made into the trust fund
in an amount or amounts which are necessary to maintain a calendar year funding
level at or above 75.05% of the multiplicative product of (A) and (B); where:
(A). is the latest adjusted/escalated value for the required NRC minimum amount;
and (B) is the fractional result obtained by dividing (C) by (D); where (C) is
the number of years, and any portion thereof, between February 16, 1982 (issuance
date of the License) and the end of the calendar year for which the amount is
being calculated, and (D) is the number of years, and any portion thereof,

between February 16, 1982 and October 18, 2013 (expiration date of t:si;;;:;jij.
Signed: ) (;%*2 h

Name: Michael L. Noel

Title: Vice President & Treasurer
Address: 2244 Walnut Grove Avenue
City: Rosemead, California 91770

Telephone No.: (818) 302-1086




ENCLOSURE 1.C

SOUTHERN CALIFORNIA EDISON COMPANY
CERTIFICATE OF FINANCIAL ASSURANCE FOR
DECOMMISSIONING SAN ONOFRE UNIT 3



SOUTHERN CALIFORNIA EDISON COMPANY
CERTIFICATE OF FINANCIAL ASSURANCE FOR
DECOMMISSIONING SAN ONOFRE UNIT 3
10 C.F.R. § 50.75 (b)

Southern California Edison Company (SCE) hereby certifies that financial
assurance for, decommissioning SCE’s 75.05% interest in Unit 3 of the San Onofre
Nuclear Generating Station will be provided in an amount which may be more but
not less than 75.05% of the amount stated in 10 C.F.R. § 50.75(c)(1)(i), adjusted
annually using a rate at least equal to that stated in 10 C.F.R. § 50.75(c)(2).
Such amounts will be accumulated in accordance with 10 C.F.R. § 50.75(e), through
the mechanism of an external sinking fund in which deposits are made at least
annually, unless any such annual deposits have been prepaid.

SCE entered into a Decommissioning Trust Agreements dated November 25, 1987 with
Harris Trust and Savings Bank, as Trustee, and the California Public Utilities
Commission. [See Enclosure 1.B.i.a and Enclosure 1.B.i.b]. Pursuant to the Trust
Agreement, SCE has also entered into an Investment Management Agreements, dated
January 25, 1988 with RCM Capital Management and January 26, 1988 with STW Fixed
Income Management. [See Enclosure 1.B.ii.a, Enclosure 1.B.ii.b, and Enclosure
1.B.ii.c].

San Onofre Unit 3 is a Pressurized Water Reactor licensed to operate at a maximum
reactor power of 3390 megawatts-thermal (MWt). Therefore, San Onofre Unit 3 is
subject to the 10 C.F.R. § 50.75(c)(1)(i) minimum funding requirements for a
pressurized water reactor producing less than 3400 MWt. Accordingly, the minimum
value required in January 1986 dollars is equal to {75 million + [(0.0088) x
3390] million} or $104.8 million. As required, this amount is adjusted annually
at a rate which is at least equal to the rate determined by the formula stated
in 10 C.F.R. § 50.75(c)(2) when the latest information available is used.

SCE further.certifies that deposits will continue to be made into the trust fund
in an amount or amounts which are necessary to maintain a calendar year funding
level at or above 75.05% of the multiplicative product of (A) and (B); where:
(A) is the latest adjusted/escalated value for the required NRC minimum amount;
and (B) is the fractional result obtained by dividing (C) by (D); where (C) is
the number of years, and any portion thereof, between November 15, 1982 (issuance
date of the License) and the end of the calendar year for which the amount is
being calculated, and (D) is the number of years, and any portion thereof,

between November 15, 1982 and October 18, 2013 (expiration date of the Ligense).
| Signedwi@

Name: Michael L. Noel

Title: Vice President & Treasurer
Address: 2244 Walnut Grove Avenue
City: Rosemead, California 91770

Telephone No.: (818) 302-1086




ENCLOSURE 1.D

SAN DIEGO GAS & ELECTRIC COMPANY
CERTIFICATE OF FINANCIAL ASSURANCE FOR
DECOMMISSIONING SAN ONOFRE UNIT 1




SAN DIEGO GAS & ELECTRIC COMPANY
CERTIFICATE OF FINANCIAL ASSURANCE FOR
DECOMMISSIONING SAN ONOFRE UNIT 1
10 C.F.R. Section 50.75 (b)

San Diego Gas & Electric Company (SDG&E) hereby certifies that
financial assurance for decommissioning SDG&E's 20.00% interest in
Unit 1 of the San Onofre Nuclear Generating Station will be
provided in an amount which may be more but not less than 20.00% of
the amount stated in 10 C.F.R. Sec. 50.75(c)(1)(i), adjusted
annually using a rate at least equal to that stated in 10 C.F.R.
Sec. 50.75(c)(2). Such amounts will be accumulated in accordance
with 10 C.F.R. Sec. 50.75(e), through the mechanism of an external
sinking fund in which deposits are made at least annually, unless
any such annual deposits have been prepaid.

SDG&E entered into Decommissioning Trust Agreements dated December
2, 1987 with Harris Trust and Savings Bank, as Trustee, and the
California Public Utilities Commission. [See Enclosure 2.B.i.a and
Enclosure 2.B.i.b]. Pursuant to the Trust Agreement, SDG&E has
also entered into an Investment Management Agreement, dated
December 21, 1987 with Delaware Investment Advisers. [See
Enclosure 2.B.ii.].

San Onofre Unit 1 is a Pressurized Water Reactor 1licensed to
operate at a maximum reactor power of 1347 megawatts-thermal (Mwt).
Therefore, San Onofre Unit. 1 is subject to the 10 C.F.R. Sec.
50.75(¢c) (1) (i) minimum funding requirements for a pressurized water
reactor producing less than 3400 MWwt. Accordingly, the minimum
value required in January 1986 dollars is equal to {75 million +
[(0.0088) x 1347] million} or $86.9 million. SDG&E's 20% share is
$17.4 million. As required, this amount is adjusted annually at a
rate which is at least equal to the rate determined by the formula
stated in 10 C.F.R. Sec. 50.75(c)(2) when the latest information
available is used.

SDG&E further certifies that deposits will continue to be made into
the trust fund in an amount or amounts which are necessary to
maintain a calendar year funding level at or above 20.00% of the
multiplicative product of (A) and (B); where: (A) is the latest
adjusted/escalated value for the required NRC minimum amount; and
(B) is the fractional result obtained by dividing (C) by (D); where
(C) is the number of years, and any portion thereof, between March
27, 1967 (issuance date of the License) and the end of the calendar
year for which the amount is being calculated, and (D) is the
number of years, and any portion thereof, between March 27, 1967
and March 2, 2004 (expiration date of the License).

'Signed: /W/{%%,Mj'/

Name: Malyn K. Malquist
Title: Treasurer
Address: 101 Ash Street
City: San Diego

Telephone No.: (619) 696-4531




. ENCLOSURE 1.E

- SAN DIEGO GAS & ELECTRIC COMPANY
CERTIFICATE OF FINANCIAL ASSURANCE FOR
DECOMMISSIONING SAN ONOFRE UNIT 2



SAN DIEGO GAS & ELECTRIC COMPANY
CERTIFICATE OF FINANCIAIL ASSURANCE FOR
DECOMMISSIONING SAN ONOFRE UNIT 2
10 C.F.R. Section 50.75 (b)

San Diego Gas & Electric Company (SDG&E) hereby certifies that
financial assurance for decommissioning SDG&E's 20.00% interest in
Unit 2 of the San Onofre Nuclear Generating Station will be
provided in an amount which may be more but not less than 20.00% of
the amount stated in 10 C.F.R. Sec. 50.75(c)(1)(i), adjusted
annually using a rate at least equal to that stated in 10 C.F.R.
Sec. 50.75(c)(2). Such amounts will be accumulated in accordance
with 10 C.F.R. Sec. 50.75(e), through the mechanism of an external
sinking fund in which deposits are made at least annually, unless
any such annual deposits have been prepaid.

SDG&E entered into Decommissioning Trust Agreements dated December
2, 1987 with Harris Trust and Savings Bank, as Trustee, and the
California Public Utilities Commission. [See Enclosure 2.B.i.a and
Enclosure 2.B.i.b]. Pursuant to the Trust Agreement, SDG&E has
also entered 1into an Investment Management Agreement, dated
December 21, 1987 with Delaware Investment Advisers. [See
Enclosure 2.B.ii.].

San Onofre Unit 2 1is a Pressurized Water Reactor 1licensed to
operate at a maximum reactor power of 3390 megawatts-thermal (Mwt).
Therefore, San Onofre Unit 2 is subject to the 10 C.F.R. Sec.
50.75(c) (1) (i) minimum funding requirements for a pressurized water
reactor producing less than 3400 Mwt. Accordingly, the minimum
value required in January 1986 dollars is equal to {75 million +
[(0.0088) x 3390] million} or $104.8 million. SDG&E's 20% share is
$21.0 million. As required, this amount is adjusted annually at a
rate which is at least equal to the rate determined by the formula
stated in 10 C.F.R. Sec. 50.75(c)(2) when the latest information
available is used.

SDG&E further certifies that deposits will continue to be made into
the trust fund in an amount or amounts which are necessary to
maintain a calendar year funding level at or above 20.00% of the
multiplicative product of (A) and (B); where: (A) 1is the latest
adjusted/escalated value for the required NRC minimum amount; and
(B) is the fractional result obtained by dividing (C) by (D); where
(C) 1is the number of years, and any portion thereof, between
February 16, 1982 (issuance date of the License) and the end of the
calendar year for which the amount is being calculated, and (D) is
the number of years, and any portion thereof, between February 16,
1982 and October 18, 2013 (expiration date of the License).

Signed: ;ZQQZ%ééﬂéia;;/L_——

Ngme: Malvn K. Ma1/o;1'st

- Title: Ireasurer
Aqdress:.lﬂl Ash Street
City: San Diego

Telephone No.: (619) 696-4531




. ‘ ENCLOSURE 1.F

SAN DIEGO GAS & ELECTRIC COMPANY
CERTIFICATE OF FINANCIAL ASSURANCE FOR
DECOMMISSIONING SAN ONOFRE UNIT 3




SAN DIEGO GAS & ELECTRIC COMPANY
CERTIFICATE OF FINANCIAL ASSURANCE FOR
DECOMMISSIONING SAN ONOFRE UNIT 3
10 C.F.R. Section 50.75 (b)

San Diego Gas & Electric Company (SDG&E) hereby certifies that
financial assurance for decommissioning SDG&E's 20.00% interest in
Unit 3 of the San Onofre Nuclear Generating Station will be
provided in an amount which may be more but not less than 20.00% of
the amount stated in 10 C.F.R. Sec. 50.75(c)(1)(i), adjusted
annually using a rate at least equal to that stated in 10 C.F.R.
Sec. 50.75(c)(2). Such amounts will be accumulated in accordance
with 10 C.F.R. Sec. 50.75(e), through the mechanism of an external
sinking fund in which deposits are made at least annually, unless
any such annual deposits have been prepaid.

SDG&E entered into Decommissioning Trust Agreements dated December
2, 1987 with Harris Trust and Savings Bank, as Trustee, and the
California Public Utilities Commission. [See Enclosure 2.B.i.a and
Enclosure 2.B.i.b]. Pursuant to the Trust Agreement, SDG&E has
also entered into an Investment Management Agreement, dated
December 21, 1987 with Delaware Investment Advisers. [See
Enclosure 2.B.ii.].

San Onofre Unit 3 1is a Pressurized Water Reactor 1licensed to
operate at a maximum reactor power of 3390 megawatts-thermal (Mwt).
Therefore, San Onofre Unit 3 1is subject to the 10 C.F.R. Sec.
50.75(c) (1) (i) minimum funding requirements for a pressurized water
reactor producing less than 3400 MWt. Accordingly, the minimum
value required in January 1986 dollars is equal to {75 million +
[(0.0088) x 3390] million} or $104.8 million. SDG&E's 20% share is
$21.0 million. As required, this amount is adjusted annually at a
rate which is at least equal to the rate determined by the formula
stated in 10 C.F.R. Sec. 50.75(c)(2) when the latest information
available is used.

SDG&E further certifies that deposits will continue to be made into
the trust fund in an amount or amounts which are necessary to
maintain a calendar year funding level at or above 20.00% of the
multiplicative product of (A) and (B); where: (A) is the 1latest
adjusted/escalated value for the required NRC minimum amount; and
(B) is the fractional result obtained by dividing (C) by (D); where
(C) is the number of years, and any portion thereof, between
November 15, 1982 (issuance date of the License) and the end of the
calendar year for which the amount is being calculated, and (D) is
the number of years, and any portion thereof, between November 15,
1982 and October 18, 2013 (expiration date of the License). .

Signed: /%4942%%%§£wo;;;7f/’

Name: Malyn K. Malquist
Title: Treasurer '
Address: 101 Ash Street
City: San Diego

Telephone No.: (619) 696-4531




‘ : ENCLOSURE 2.A

SOUTHERN CALIFORNIA EDISON COMPANY
OATH OF AFFIRMATION




STATE OF CALIFORNIA
COUNTY OF LOS ANGELES

I, MICHAEL L. NOEL, represent that I am Vice President and Treasurer, that
the foregoing certification regarding decommissioning funds for San Onofre
Unit 1 has been signed by me on behalf of the Southern California Edison Company
with full authority to do so, that I have read such certification and know its
contents, and that to the best of my knowledge and belief, the statements made

therein are true and correct.

MICHAEL L. NOEL

Sworn To Before Me This /3-4/ Day of ~/U/‘/ , 1990.

Ao Bolirgais

‘ Notary Public
My Commission Expires

OF-24¥- 93 -

OFFICIAL SEAL ;
g DONNA PETERSON 4

i 22\ Notary Public-California ¥
LOS ANGELES COUNTY &

My Commission Explres
Ssptember. 24 1993




ENCLOSURE 2.B

SOUTHERN CALIFORNIA EDISON COMPANY
OATH OF AFFIRMATION



STATE OF CALIFORNIA
COUNTY OF LOS ANGELES

I, MICHAEL L. NOEL, represent that I am Vice President and Treasurer, that
the foregoing certification regarding decommissioning funds for San Onofre Unit 2
has been signed by me on behalf of the Southern California Edison Company with

full authority to do so, that I have read such certification and know its
contents, and that to the best of my knowledge and belief, the statements made

therein are true and correct.
MICHAEL L NOEL 2

Sworn To Before Me This /3 Day of _ ,/4J/4/ ', 1990.

M&m

. Notary Public
My Commission Expires

09- X4 - 43

roe oty 2
OFFICIAL SEAL

\ DONNA PETERSON

Notary Public-California

LOS ANGELES COUNTY

- My Commission Expires

September 24, 1993




ENCLOSURE 2.C

SOUTHERN CALIFORNIA EDISON COMPANY
OATH OF AFFIRMATION



STATE OF CALIFORNIA
COUNTY OF LOS ANGELES

I, MICHAEL L. NOEL, represent that I am Vice President and Treasurer, that
the foregoing certification regarding decommissioning funds for San Onofre Unit 3
has been signed by me on behalf of the Southern California Edison Company with
full authority to do so, that I have read such certification and know its
contents, and that to the best of my knowledge and belief, the statements made

therein are true and correct.

MICHAEL L NOEL

Sworn To Before Me This (Jﬁéﬁ Day of ~/4J£;’ , 1990.

Notary Pub]ic

My Commission Expires

09-34- 93

OFFICIAL SEAL
DONNA PETERSON
Notary Public-Callfernia
LOS ANGELES COUNTY
My Commission Expires
Septermber 24, 1993




ENCLOSURE 2.D

SAN DIEGO GAS & ELECTRIC COMPANY
OATH OF AFFIRMATION



STATE OF CALIFORNIA )
)} ss.
COUNTY OF SAN DIEGO )

I, Malyn K. Malquist, represent that I am Treasurer, that the
foregoing certification regarding decommissioning funds for San
Onofre Unit 1 has been signed by me on behalf of San Diego Gas &
Electric Company with full authority to do so, that I have read
such certification and know its contents, and that to the best of
my knowledge and belief, the statements made therein are true and

M/%Mﬁ‘

Sworn To Before Me This [Z Day of ;chéép , 1990.
&éﬁz@&w«&c & AUt

Notary Public
i TR

b
o -, - e s]

OFFICIAL SEAL
\  STEPHANIE E. HITT  {l
of NOTARY PUBLIC-CALIFGRNIA
PRINCIPAL OFFICE N

My Commission Expires

/ SAN GIEGO COUNTY
Qﬁ/(ﬁ(a/é— 30 i [ 7? / $02%s/ My Commission Exp.fau;;:.’so. 99

RS




ENCLOSURE 2.E

SAN DIEGO GAS & ELECTRIC COMPANY
OATH OF AFFIRMATION



STATE OF CALIFORNIA )
) ss.
COUNTY OF SAN DIEGO )

I, Malyn K. Malquist, represent that I am Treasurer, that the
foregoing certification regarding decommissioning funds for San
Onofre Unit 2 has been signed by me on behalf of San Diego Gas &
Electric Company with full authority to do so, that I have read
such certification and know its contents, and that to the best of
my knowledge and belief, the statements made therein are true and

correct.
7 ¥
Sworn To Before Me This _ /({ Day of %Zﬂ%; , 1990.

Lheobuns, £ JYLIE
v Notary Publigﬂw %,

il

OFFICIAL SEAL
\  STEPHANIE E. HITT
I NOTARY PUBLIC-CALIFCRNIA
] PRINCIPAL OFFICE IN
SAN DIEGO COUNTY
" My Commission Exp, Aug. 30, :991
=S 5

IS

My Commission Expires

Qﬂ%?%ﬂ6 30, /39(

i
&




ENCLOSURE 2.F

SAN DIEGO GAS & ELECTRIC COMPANY
OATH OF AFFIRMATION '



STATE OF CALIFORNIA )
) ss.
COUNTY OF SAN DIEGO )

I, Malyn K. Malquist, represent that I am Treasurer, that the
foregoing certification regarding decommissioning funds for San
Onofre Unit 3 has been signed by me on behalf of San Diego Gas &
Electric Company with full authority to do so, that I have read
such certification and know its contents, and that to the best of
my knowledge and belief, the statements made therein are true and

Sworn To Before Me This (C Day of E;Luxé}ﬁ , 1990.

Notary Publlc

OFFICIAL SEAL
STEPHARIE E. tITT |
NOTARY PUBLIC-CALIFCRNIA |
PRINCIPAL OFFICE N ;3
SAN DIEGO COUNTY ;g

My Commission Expires

9402/«/1/ S0, /77/

My Commission Exp, Aug. 30, 199] !

L 4



' ENCLOSURE 3.A
(Applicable to SONGS 1, 2, and 3)

SOUTHERN CALIFORNIA EDISON COMPANY -
NUCLEAR FACILITIES QUALIFIED CPUC DECOMMISSIONING MASTER

TRUST AGREEMENT FOR SAN ONOFRE
NUCLEAR GENERATING STATION




SOUTHERN CALIFORNIA EDISON COMPANY

NUCLEAR FACILITIES QUALIFIED CPUC DECOMMISSIONING MASTER TRUST AGREEMENT

FOR_SAN ONOFRE AND PALO VERDE

‘ " NUCLEAR GENERATING STATIONS
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NUCLEAR FACILITIES QUALIFIED CPUC DECOMMISSIONING MASTER TRUST AGREEMENT

AGREEMENT made this ig day of Aj‘"’e"“b"r + 1987, by and

between Southern California Edison Company, a Californig corporation
("Company”), and Harris Trust and Savings Bank., an Illinois banking

corporation having trust powers (“"Trustee”).

WHEREAS, the Company is'the owner of: (1) an 80 percent undivided
interest in Unit One of the San Onofre Nuclear Generating Station ("SONGS Unit
No. 1"); (2) a 75.05 percent undivided interest in Unit Two of the San Onofre
Nuclear Generating Station ("SONGS Unit No. 2"); (3) a 75.05 percent undivided
interest in Unit Three of the San Onofre Nuclear Generating Station ("SONGS
Unit No. 3"); (4) a 15.80 percent undivided interest in Unit One of the Palo
Verde Nuclear Generating Station ("Palo Verde Unit No. 1"); (S) a 15.80 percent

_. ‘ undivic_-iediinterest in Unit Two of the Palo Verde Nuclear Generating Station

("Palo Verde Unit No. 2"); and (6) a 15.80 percent undivided interest in Unit
Three of the Palo Verde Nuclear Generating Station ("Palo Verde Unit No. 3");
and

- WHEREARS, the Company is subject to requlation by the california
Public Utilities Commission ('CéUC“). an agency of the State of California
created and existing pursuant to California Conétitution Article XII, §1., and ‘
by the Nuclear Requlatory Commission (“NRC"), an agency of the United States
government created and existing pursuant to 42 U.S.C. §5841; and |

\

WHEREARS, pursuant to Section 468A of the Internal Revenue Code of

‘ 1986, 26 U.S.C. §1 et seq., certain Federal income tax benefits are available

to the Company by creating and funding qualified decommissioning funds




associated with the San Onofre Nuclear Generating Station (“SONGS™) and the

Palo Verde Nuclear Generating Station (“Palo Verde"); and

WHEREAS, the CPUC has permitted the Company to include in its cost
of service for ratemaking purposes certain amounts to be contributed by the
Company to qualified decommissioning funds in order to provide adequate monies
for theVCOmpany's share of decommissioning costs with respect to SONGS and

Palo Verde:

NOW, THEREFORE, in consideration of the mutual promises herein
contained., the Company hereby agrees to deliver to the Trustee and the Trustee

hereby agrees to receive the initial contribution of monies to the Master

Trust on dr before MQICL\ { , 198;; and

TO HAVE AND TO HOLD, such monies and such additional monies as may
from time to time be added thereto as provided herein, together with the
proceeds and reinvestments thereof (hereinafter collectively called the

"Master Trust") unto the Trustee:

IN TRUST NEVERTHELESS, for the uses and purposes and upon the terms

and conditions hereinafter set forth:



I

O DEFINITIONS, PURPOSE, AND NAME

1.01 Definitions. As used in this Decommissioning Master Trust Agreement,

the following terms shall have the following meanings:

(1) "Act" shall mean the Uniform Principal and Income Act from time to
'time in effect in the State of California, and on the date hereof

set forth in California Probate Code §16300 et seq.

(2) “Agreement” shall mean and include this Decommissioning Master
Trust Agreement as the same may from time to time be amended,

modified, or supplemented.

.' : -(3) "Authorized Representative” shall mean, with respect to the
Company, the Chief Executive Officer, President, or any Vice
President of the Company; and with respect to the Committee, the -
members of the Committee, or any other person designated as an
Authorized Representative of the Committeg by a Certificate filed

with the Trustee.

(4) “Board of Directors” shall mean the Board of Directors of the

Company, as duly elected from time to time.

(5) "Certificate” or "Certification” shall mean a written Certificate
signed by two Authorized Representatives of the Company for a

‘ Certificate of the Company, or two Authorized Representatives of

the Committee for a Certificate of the Committee.



(6)

(7

(8)

(9)

(10).

(11)

(12)

“Code” shall mean the Internal Revenue Code of 1986, as the same

may be amended from time to time.

“Committee” shall mean the Nuclear Facilities Decommissioning

Master Trust Committee established pursuant to Article III.

"CPUC" shall mean the California Public Utilities Commission, as

defined and set forth in Section I of Article XII of the california

Constitution, or its successor.

“CPUC Order” shall mean an order or resolution issued by the CPUC
after the Company, the Committee, the CPUC Staff, the Trustee, and
other interested parties have been given notice and an opportunity
to be heard. The order may be issued with or without hearing or

by the cpuC Advice'Letter procedure or comparable procedure.

"Decommissioning Contributions” shall mean all amounts for
decommissioning expenses of the Plants reflécted in the Company's
adopted annualized cost of service in and for the CPUC
jurisdiction and contributed to the Funds for decommissioning

expenses of the Plants.

“Decommissioning Costs" shall mean the costs incurred in
decommissioning the Plants, to the extent that such costs may be
Paid out of the Funds pursuant to Section 468A of the Code, and

any regulations or rulings of the Service issued thereunder.

“Disbursement Certificate” shall mean a document properly completed



(13)

(14)

(15)

(16)

17

(18)

and executed by two Authorized Répresentatives of the Company and

substantially in the form of Exhibit A hereto.

“Excess Contribution” shall have the meaning set forth in

Section 2.03 hereof.

“Funds” shall mean the SONGS Unit No. 1l Qualified Fund, the SONGS
Unit No. 2 Qualified Fund, the SONGS Unit No. 3 Qualified Fund,
the Palo Verde Unit No. 1 Qualified Fund, the Palo Verde_unit
No. 2 Qualified Fund, and the Palo Verde Unit No. 3 Qualified

Fund, collectively.

“Fund Account” shall mean a separate account established by this
Agreement and maintained by the Trustee for each Fund td account
for'all Decommissioning.Contributions (or other contributioﬁs.as
described in Section 2.02)‘made to each Fund, éll income and other

increments to each Fund and all disbursements from each Fund.

"Final Disbursements” shall have the meaning set forth in Section

2.01(6) hereof.

“Interim Disbursements” shall have the meaning set forth in

Section 2.01(S) hereof.

"Investment Manager(s)"” shall mean the fiduclary specified in the

Investment Manager Agreement(s):

(a) Wwhich has been retained by the Committee to manage, acquire.




or dispose of any asset belonging to the Master Trust:; and

(b) which is:

(1) registered as an investment adviser under the Investment

Advisers Act of 1940, or
(11) a bank, as defined in that Act, or

(11i) An insurance company qualified to perform services
described in subsection (a) above, under the laws of more

than one state, and

(c) which has acknowledged, in writing, that it is a fiduciary
. ' , " with respect to the Master Trust, that it is qualified to act
under subsection (b) above, and has agreed to be bound by all

of the terms, provisions, and covenants of this Agreement.

(19) "Investment Manager Agreement(s)" shall mean the agreement(s)

between the Committee and an investment manager(s) selected by the

Committee which agreement governs the management of the assets of

the Master Trust and is confirmed by the CPUC.

(20) “Master Trust” shall consist of all contributions to any Fund
together with investments and reinvestments thereof and any income

earnings and appreciation thereon.

(21) "Plants” shall mean the San Onofre Nuclear Generating Station Unit




Nos. 1, 2 and 3 and the Palo Verde Nuclear Generating Station Unit

(. . Nos. 1, 2, and 3, collectively.

(22) “Palo Verde Unit No. 1" shall mean Unit One of the Palo Verde

Nuclear Generating Station.

(23) "Palo Verde Unit No. ! Qualified Fund“ shall mean the Fund
established and maintained under the Master Trust for
decommissioning Palo Verde Unit No..l to which monies are
contributed subject to the conditions and limitations of

Section 468A of the Code.

(24) “Palo Verde Unit No. 2" shall mean Unit Two of the Palo Verde

Nuclear Generating Station.

(25) “Palo Verde Unit No. 2 Qdalified Fund” shall mean the Fund
established and maintained under the Master Trust for
decommissioning Palo Verde Unit No. 2 to which monies are
contributed subject to the conditions and limitations of

Section 468A of the Code.

(26) “Palo Verde Unit No. 3" shall mean Unit Three of the Palo Verde

Nuclear Generating Station.

(27) “Palo Verde Unit No. 3 Qualified Fund” shall mean the Fund

establishéd and maintained under the Master Trust for

‘ . decommissioning Palo Verde Unit No. 3 to which monies are




(28)

(29)

(30)

(31)

(32)

(33)

(34)

contributed subject to the conditions and limitations of Section

468A of the Code.

"Ratepayers” shall mean those customers of the Company receiving

electric service in accordance with CPUC approved tariff schedules.

"Schedule of Ruling Amounts” shall have the meaning set forth in

Section 468A(d) of the Code.
“Service"” shall mean the Internal Revenué Service.

"SONGS Unit No. 1" shall mean Unit One of the San Onofre Nuclear

Generating Station.

"SONGS Unit No. 1 Qualified Fund"” shall mean the Fund established
and maintained under the Master Trust for decommissioning SONGS
Unit No. 1 to which monies are contributed subject to the

conditions and limitations of Section 468A of the Code.

"SONGS Unit No. 2" shall mean Unit Two of the San Onofre Nuclear

Generating Station.

"SONGS Unit No. 2 Qualified Fund” shall mean the Fund established
and maintained under the Master Trust for decomissioning SONGS
Unit No. 2 to which monies are contributed subject to the

conditions and limitations of Section 468A of the Code.



1.02

1.03

(35) “SONGS Unit No. 3" shall mean Unit Three of the San Onofre Nuclear

Generating Station.

(36) "SONGS Unit No. 3 Qualified Fund" shall mean the Fund established
and maintained for decommissioning SONGS Unit No. 3 to which monies
are contributed subject to the conditions and limitations of

Section 468A of the Code;

(37) “Trustee” shall have the meaning set forth in the first paragraph

of this Agreement.

(38) “uUnits" shall mean SONGS Unit No. 1, SONGS Unit No. 2, SONGS Unit

No. 3, Palo Verde Unit No. l, Palo Verde Unit No. 2, and Palo Verde

Unit No. 3, collectively.
(39) “withdrawal Certificate" shall mean a document properly completed
and executed by two Authorized Representatives of the Company and

substantially in the form of Exhibit B hereto.

Authorization. The Trustee and the Company hereby represent and warrant

that each has full legal authority and is duly empowered to enter into
this Agreement, and has taken all action necessary to authorize the

execution of this Agreement by the officers and persons signing it.

Master Trust Purpose. The exclusive purposes of this Master Trust are
to provide monies for the decommissioning of the Plants: and to
constitute qualified nuclear decommissioning funds for the Units within

the meaning of Section 468A of the Code, any applicable successor




1.04

1.05

provision and the regulations thereunder.

Establishment of Master Trust. By execution of‘this Agreement, the

Company :

(a) establishes the Master Trust which shall consist of such
Decommissioning Contributions (or other contributions as described in
Section 2.02) as may be delivered to the Trustee by the Company for the
Funds. The Master Trust also shall include additional Decommissioning
Contributions (or other contributions as described in Section 2.02).
investments and reinvestments thereof, and earnings and appreciation

thereon;

(b) establishes the Funds, each of which shall constitute a trust
consisting of such Decommissiéning Contributions (or other
contributions as described in Section 2.02) as may be delivered to the
Trustee by the Company designated for such Fund. Each Fund shall also
include additional Decommissioning Contributions (or other
contributions as described in Section 2.02) designated for such Fund,

together with ;nvestments and reinvestments thereon; and

(c) appoints Harris Trust and Savings Bank as Trustee of the Master

Trust and each of the Funds.

Name of Master Trust. The monies received by the Trustee from the

Company (together with any additional monies contributed by the Company

and the proceeds and reinvestments thereof) shall constitute the

"Southern California Edison Company Nuclear Facilities Qualified CPUC



Decommissioning Master Trust for San Onofre and Palo Verde Nuclear

O Generating Stations".
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II

DISPOSITIVE PROVISIONS

After payment of the expenses described in Section 6.0l hereof, the Trustee

shall distribute the Master Trust as follows:

2.01 Payment of Nuclear Decommissioning Costs. The Trustee shall make

payments of the Decommissioning Costs in accordance with the following |

procedures:

(1)

(2)

(3)

Authorized Representative. The Committee shall promptly notify the

Trustee of the selection and appointment of any Authorized
Representative of the Committee. The Trustee shall have no duty
to inquire into or investigate the continued authority of such
per#on to act as the Authorized Representétive. Thé Comhittee
shall érovide the Trustee Qith written notice of the termination

of any Authorized Repreéentative's authority.

Disbursements to Third Parties. Requests for payments of

Decommissioning Costs to any person (other than the Company) for
goods provided or labor or other services rendered to the Company
in connection with the decommissioning of the Plants shall be

submitted to the Trustee on a Disbursement Certificate.

Reimbursement to the Company. Requests for payments to the

Company in reimbursement of Decommissioning Costs actually

incurred by the Company and paid by the Company to any other person

shall be submitted to the Trustee on a Withdrawal Certificate.




® ¥

(5)

Payment of Decommissioning Costs. The Trustee shall pay

Decommissioning Costs when a Disbursement Certificate or
Withdrawal Certificate is filed with the Trustee, showing with

respect to each withdrawal of money:

(a) the name and address of the person or entity to whom payment

is due (which may be the Company);
(b) the amount of money to be paid;

(c) the purpose for which the obligation to be paid was incurred;

and

(d) a CPUC Order authorizihg either Interim Disbursements or
Final Disbursements. A copy of such order shall accompany

the Disbursement Certificate or Withdrawal Certificate.

Each Disbursement Certificate or Withdrawal Certificate must
certify that the expenses to be paid constitute Decommissioning
Costs and shall provide satisfactory evidence to the Trustee of

Interim Disbursements. The estimated costs and schedule for

decommissioning each of the Plants shall be reviewed periodically
and updated when the revenue requirement for decommissioning is

reviewed by the CPUC in the Company's general rate cases. Two

Years prior to the time decommissioning of a Plant or Plants 1is




(6)

estimated to begin, the Company shall apply for CPUC approval of

_the estimated cost and schedule for decommissioniﬁg each Plant or

Plants. Upon approval of the cost and schedule for decommlssionin§
each Plant or Plants, the CPUC shall authorize Interim
Disbursements from the applicable Fund to pay Decommissioning
Costs. Upon the occurrence of changed circumstances the Company
may apply to the CPUC for approval of amendments to the cost and
schedule for decommissioning each Plant. Interim Disbursements
shall be.limited to 90% of the forecast of Decommissioning Costs
approved by the CPUC. Final payment from the applicable Pund for
all Decommissioning costs shall be made pursuant to Section

2.01(6).

Final Disbursements. The Company shall apply for and acquire CPUC

approval of the estimated final cost for decommissioning each
Plant or Plants. Such application shail be made one year in
advance of the time the Company estimates use of funds exceeding
90% of the forecast of Decomissioning Costs approved by the CPUC
will be required. Upon approval of the final cost of
decommissioning each Plant or Plants, the CPUC shall authorize
Final Disbursements from the applicable Fund to pay Decommissioning
Costs. The Trustee shall make a Final Disbursement when a CPUC
Order and a Disbursement Certificate or Withdrawal Certificate is

filed with the Trustee to show:

(a) the name and address of the person or entity to whom payment

is due., including reimbursement to the Company;




2.02

2.03

2.04

(b) the amount of money to be paid; and

(c) the purpose for which the obligation to be paid‘was incurred.

Additions to Master Trust. From time to time after the initial

contribution to the Master Trust and prior to the termination of this
Trust, the Company may make, and the Trustee shall accept, additional
contributions of money to the Master Trust to satisfy the purpose of
this Master Trust as set forth in Section 1.03, which contributions may

be made to the applicable Fund Account(s).

Adjustments for Excess Contributions. The Trustee and the Company

understand and agree that the contributions made by the Company to any
of the Funds from time to time may exceed the amount permitted to be
paid into suéh fund(s) pursuant to Section 468A bf the Code and any
requlations thereunder based upon changes in estimates, subsequent
developments, or any other event or occurrence which could not
reasonably have been foreseen by the Company at the time such
cont;ibution was made (Excess Contribution). Upon Certification of the
Company, setting forth the amount of the Excess Contribution, the
amount of any Excess Contribution (together with any income accrued
thereon) shall be paid to the person or persons specified by the

Company in a Certification to the Trustee.

No Transfers Between Fund Accounts. The Trustee and the Company

further understand and agree that it is of the essence that no transfer

of monies 1s to occur between Fund Accounts except when explicitly

indicated by Certificate of the Company that such transfer 1s necessary




2.05

2.06

to effectuate the purposes of this Master Trust and is not contrary to

the requirements of Section 468A of the Code.

Designation of Funds. Upon: (a) the initial contribution to the

Master Trust; (b) any withdrawal from the Master Trust for

Decommissioning Costs pursuant to Section 2.0l or for administrative

expenses pursuant to Section 6.0l; (c) any addition to the Master Trust

pursuant to Section 2.02; or (d) any adjustment to the Funds pursuant

to Section 2.03, the Company shall designate, by Certificate, the

appropriate Fund Account(s) which are to be credited or debited by such

contribution, withdrawal, addition, or adjustment, and the Trustee shall

credit or debit the appropriate Fund Account(s) in accordance with such

designation.

Distribution of Income.

(2)

Generally. The Trustee shall not be precluded from pooling
Decommissioning Contributions (or other contributions as described
in Section 2.02) with respect to each of the Fund Accounts for
investment purposes, and may treat each Fund Account's
Decommissioning Contributions (or other contributions as described
in section 2.02) as having received or accrued a ratable portion

of the Master Trust income in any year.

Principal and Income. All questions relating. to the ascertainment
of income and principal and the allocation of receipts and
disbursements between income and principal shall be resolved by the

Trustee in accordance with the terms of the Act.

_16-



2.07

2.08

(3) Income on Current Collections. As of the end of each accounting

period of the Trust, the income of the Master Trust shall, for
purposes of all subsequént accounting periods, be treated as

Master Trust principal.

No Transferability of Interest in Trust. The interest of the Company 1in

the Master Trust is not transferable by the Company, whether voluntarily
or involuntarily, nor subjecf to the claims of creditors of the Company,
provided, however, that any creditor of the Company as to which a
Disbursement Certificate has been properly completed and submitted to
the Trustee may assert a claim directly against the Master Trust in an
amount not to exceed the amount épecified on such Disbursement
Certificate. Nothing herein shall be consfrued to prohibit a transfer
of the Company's interest in the Master Trust upon sale of all or part
of the Company's ownership interest ;n any Plant or Plants; provided,
however, that any such transfer shall be subject to the prior approval

of the CpuUC.

Resolution of Disagreements. If any disagreement arises between the
Company, the Committee, and/or the CPUC Staff reqgarding the Master
Trust, the disagreement shall be submitted to the CPUC for re#olution
by issuance of a CPUC Order after notice and an opportunity to be
heard, as provided in the California Public Utilities Code, has been
given to the Company, the Committee, the CPUC staff, the Trustee, and
ahy interested parties. The CPUC, on its own motion, may raise and
consider any issue with regard to the Master Trust, and any such issue
raised on the CPUC's own motion shall be resolved as provided above.

Pending resolution of the disagreement, the Trustee shall act in

_l"-




2.09

2.10

accordance with the Committee's direction. Nothing in this Agreement
shall be construed to limit the rights of the Company, the Committee,
the CPUC staff, the Trustee or any other interested party under cﬁe
California Public Utilities Code or the California Constitution or

other applicablé laws or requlations.

Termination of Master Trust. This Master Trust shall be irrevocable

and will terminate (in whole or in part) upon the earlier of:

(1) Receipt by the Trustee of a Certificate from the Committee stating
that substantial completion of the nuclear decommissioning of the
Plants has occurred (as defined in Treasury Regulations promulgated

under Code Section 468A);

(2) The twentieth anniversary of the date of the death of the survivor
from among a ciass consisting of all of the descendants of John D.
Rockefeller, late of New York, New York, born on or prior to

January 1, 1987; or

(3) At such earlier time as the CPUC may order the Committee to

terminate all or a portion of this Master Trust.

Termination of Punds of Master Trust. One or more of the Funds shall

terminate upon the earlier of:

(1) TIts disqualification from the application of Section 468A of the
Code, whether pursuant to an administrative action on the part of

the Service or the decision of any court of competent jurisdiction,

-18-




2.11

but in no event earlier than the date on which all available
appeals have been either prosecuted or abandoned and the period of

time for making any further appeals has elapsed: or
(2) The disposition by the Company of any interest in the Plants, to
the extent provided in regulations by the Service promulgated under

Code Section 468A.

Distribution of Master Trust Upon Termination. Upon termination of

this Master Trust or of any one or more of the Fund(s), the Trustee
shall assist the Investment Manager in liquidating the assets of the
Master Trust, or Fund(s), and thereupon distributing the then-existing
asséts of the Master Trust, or Fund(s) (including accrued, accumulated,
and undistributed net income) less final Master Trust administ;gtive

expenses (including accrued taxes) to the Company; provided, however,

that no such distribution shall be made unless the Committee provides a
Certificate to the Trustee stating that a CPUC Order has been issued
which specifically authorizes such payment to the Company for
distribution to the Company's then current Ratepayers, or as otherwise
provided in the order. In the event the Funds are no longer needed for
Decommissioning Costs and/or Master Trust administration expenses, they
shall be returned to Ratepayers in a manner to be préScribed in an
Order of the CPUC. In the event the CPUC or a successor no longer
exists, the Trustee shall make such distribution to the Company upon
receipt of an opinion of legal counsel to the Company accompanying a

Certificate of the Company stating that no CPUC Order is necessary to

authorize such distribution.

- 19 -




2.13

Alterations and Amendments. The Trustee and the Company understand and

agree that modifications or amendments may be required to this Agreement

from time to time to effectuate the purposes of this Trust.

The CPUC by Order may direct the Company to amend, in whole or in part,
any or all of the provisions of this Agreement; provided that the CPUC
shall not cause the Company to amend this Agreement if such action would
defeat the purpose of the Master Trust or the Company's right to elect

a current income tax deduction under Code Section 468A and the
requlations promulgated thereunder. The Committee may also amend this
Agreement thirty days after flling a copy of the proposed amendment
with the CPUC. No proposed amendment may be made if written objections
to the proposed amendment are filed within the thirty-day period. Any
party making written objections to a proposed amendment shall serve the
written objections with a certificate of service on the Company, the
Committee, the Trustee, and the CPUC Staff on the same day the written
objections are filed with the CPUC. Any written objections which
cannot be settled shall be resolved in accordance with Section 2.08.
Proposed amendments filed with the CPUC shall include in the transmittal
letter a reference to the foregoing procedure for making written
objection to such proposed amendments. Notwithstanding anything herein
to the contrary, no amendment which affects the specific rights,

dutiles, responsibilities. or liabilities of the Trustee, shall be made
without its consent and no amendment shall be effective prior to the

Trustee receiving reasonable notice thereof.

No Authority to Conduct Business. The purpose of this Master Trust is

limited to the matters set forth in Section 1.03 above, specifically,

_20-




and there is no objective to carry on any business unrelated to the

O Master Trust purposes set forth in Section 1.03 hereof, or divide the

gains therefrom.
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3.01

III

THE COMMITTEE

Members. The Committee shall consist of five (5) members. The members
shall be nominated by the management of the Company, and their
nomination shall be confirmed by the Board of Directors of the

Company. No more than two (2) of the members of the Committee shall be
employees, officers, or directors of the Company, or otherwise be
agents of the Company in any capacity except as members of the
Committee. The names of the nominees shall be furnished to the CPUC in
writing within ten (10) days pf thelir nomination. The Company shall
furnish the CPUC with a resume of their background and qualifications.
The three (3) nominees who are not affiliated with the Company shall be
confirmed by the CPUC within 60 days of their submittal. For these
three nominees, the Company shall furnish to the CPUC a statement in
writing affirming that such nominees.are not employees, officers,
directors, or otherwise agents of the Company and providing sufficient
additional information to determine the existence of any conflict or
potential conflict Qf interest. The three (3) nominees who are not
affiliated with the Company shafl furnish the CPUC with a declaration
that the nominee has no financial or other interest that would conflict
with the discharge of their responsibilities as Committee members.
Ownership of minor amounts of the Company's stock and/or being a
customer of the Company, and/or having routine business relationships
such as providing normal banking services shall not be regarded as

creating such a conflict or an agency relationship.

If at any time and for any reason there are insufficient members of the
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3.02

3.03

Committee not affiliated with the Company to permit the Committee to
obtain a quorum. the CPUC, at the request of the Company, may issuye an
Order allowing the Committee to function for a limited period of time
with more than two (2) members who are employees, officers and/or
directors of the Company. Should the CPUC issue such an Order, it
shall prescribe in that Order the limited period of time during which
the Committee may be composed of more than two (2) members who are
officers, employees and/or 51rectors of the Company, and it shall
prescribe a time by which the Company must submit the names of new
nominees for confirmation'by the CPUC. The Committee shall not
function with more than two (2) members who are officers, employees
and/or directors of the Company except upon such Order of the CPUC, and

then only within the period of time prescribed in the Order of the CPUC.

Term. The term of each member shall be five (5) years; however, any
member may be removed by the CPUC for reasonable cause at any time.
The Company shall notify thé Trustee and the Investment Manager(s) of
all appointments and replacements of Committee members in writing
signed by an Authorized Representative. 1Initial appointments of
Committee members may be for less than a five-year term in order to

establish staggered membership terms among the members of the Committee.

Acts of Committee. Each member of the Committee shall have one vote

and the Committee shall act by majority decision. It shall require a
minimum of four (4) members of the Committee to constitute a quorum in
order for the Committee to act. Votes of members of the Committee

shall be recorded on all matters voted on or decided by the Committee.

Full minutes of Committee meetings shall be maintained. The Committee
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3.04

3.05

shall be subject to the jurisdiction of the CPUC.

Duties of Committee. The Committee shall direct and manage the Master

Trust and perform all duties attendant thereto, including the
appointment of trustees and lnvestment managers and the execution of
whatever contracts, agreements, or other documents it deems necessary
to manage and invest such assets. The Committee may retain the
services of such professional advisors, legal counsel, and
admiﬁistrative support as it déems necessary to carry out its
responsibilities hereunder. The reasonable fees and/or compensation of
any such assistance the Committee may desire to retain shall be

regarded as appropriate Master Trust administration expenses.

Committee Reports. The Committee shall evaluate the performance_of _the
Trustee and Investment Manager(s) annﬁally and submit a written-rePOtt
to the CPUC. The report shall be confidential and submitted to the
CPUC by the Company under the provisions of Section 583 of the Public
Utilities Code or applicable successor provision. The report shall

include, at a minimum:;

(a) A finding, with supporting analysis, as to whether the current

Trustee and Investment Manager(s) should be retained or replaced;

(b) 1In the case where more than one investment manager is used, a

Justification therefor;

(c) The voting record of the Committee members and the minutes of all

Committee meetings; and
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(d) An itemized accounting of the Master Trust administration expenses

and the basis therefor.

At least once every three years the Committee shall evaluate potential
substitute trustees and investment managers and submit a report thereon
to the CPUC. The report shall be confidential and submitted to the
CPUC by the Company under the provisions of Section 583 of the Public
Utilitles Code or applicable successor provision. This report may be
combined with the annual report described above, and shall include, at

a minimum:

(a) A description of the Committee's attempts to solicit proposals
from other firms which can perform the trust and investment

management duties;

(b) An evaluation of at least three firms which could potentially

replace the current Trustee and/or Investment Manager(s); and

(¢) A justification of the continued use of investment manager(s) on a
retainer basis, as opposed to the Trustee's employment of an "in

house” investment advisor.

The Committee shall not be required to solicit proposals to replace a
Trustee(s) or Investment Manager(s) who, in the judgment of the
Committee, are performing adequately and have served as a Trustee
and/or Investment Hanager.heteunder for less than three years.

Compensation. Each Committee member who is not an employee, officer,
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director, or otherwise an agent of-the Company shall be entitled to
reasonable fees and/or compensation for their services hereunder. At
the time a nominee's name is furnished to the CPUC. the Company shall
furnish to the CPUC a statement in writing setting forth all proposed
fee and/or compensation arrangements with such nominee. The fee and/or
compensation arrangements shall be subject to the approval of the

CPUC. If the fee and/or compensation arrangements with any member
should be changed for any reason whatsoever, within ten (10) days of
such change, the Company shall furnish to the CPUC a statement in
writing fully describing the new fee and/or compensation arrangements,
and such changes shall be subject to the approval of the CPUC. Each
Committee member shall be reimbursed for all reasonable expenses
incurred in connection with the performance of his duties under this
Agreement. Fees and/or compensation pald tq members of the Committee,
reasonable expenses of the members of the Committee, including premiums
for liability insurance if applicable. shall be reqgarded as appropriate

Master Trust administration expenses.

Committee May Limit Trustee Actions. The Trustee shall not take any

act or participate in any transaction which would violate the terms and
conditions of any instructions provided by a Certificate of the
Committee so long as the terms and conditions of the Certificate are

consistent with this Agreement.
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4.01

v

TRUSTEES

Desiqnation and Qualification of Successor Trustee(s). The Company by

this Agreement has appointed the corporate fiduciary named herein having
all requisite corporate power and authority to act as the sole original
Trustee. The Trustee shall act in accordance with the directions
provided to it by the Committee under the terms of this Aqreement. At
any time during the term of this Trust, the Committee shall have the
right to remove the Trustee acting hereunder and appoint another
qualified corporation as a Successor Trustee upon thirty (30) days'
notice in writing to the Trustee, or upon such shorter notice as may be
acceptable to the Trustee. 1In the event that the Trustee or any

Successor Trustee shall: (a) become insolvent or admit in writing its

- " insolvency; (b) be unable or admit in writing its‘inability to pay its

debts as such debts mature; (c) make a general assignment for the
benefit of creditors; (d) have an involuntary petition in bankruptcy
filed against it; (e) commence a case under or otherwise seek to take
advantage of any bankruptcy, reorganization, insolvency, readjustment
of debt, dissolution or liquidation law, statute, or proceeding; or
(£) resign, the Trustee or Successor Trustee shall cease to act as a
fiduclary of this Master Trust and the Committee shall appoint a
Successor Trustee. In the event of any such removal or resignation,
the Trustee or Successor Trustee shall have the right to have its
accounts settled as provided in Section 4.05 hereof. Any successor to

the Committee, as provided herein, shall have the same right to remove

and to appoint any Trustee or Successor Trustee.




4.02

4.03

Any Sﬁccessor Trustee shall qualify by a duly acknowledged acceptance
of this Master Trust, delivered to the Company, the Committee, «nd the
CPUC. Upon acceptance of such appointment by the Successor Trustee,
the Trustee shall assign, transfer and pay over to such Successor
Trustee the monies and properties then constituting the Master Trust.
Any Successor Trustee shall have all the rights, powers, duties and:

obligations herein granted to the original Trustee.

If for any reason the Committee cannot or does not act in the event of
the resignation or removal of the Trustee, as provided above, the
Trustee may apply to the CPUC for the appointment of a Successor
Trustee. Any expenses incurred by the Trustee in connection therewith
shall be deemed to be an expense of administration payable in

acgordance with Section 6.0)1 hereof.

Resignation. The-Trustee or any Successor Trustee hereof may resign and
be relieved as Trustee at any time without prior application to or
approval by or order of the CPUC or of any court by a duly acknowledged
1nstrument.‘wh1ch shall be delivered'to the Company and the Committee
by the Trustee not less than sixty (60) days prior to the effective
date of the Trustee's resignation or upon such shorter notice as may be

acceptable to the Company and the Committee.

Compensation. The Trustee shall be entitled to compensation from the

Master Trust as follows:
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Fee Schedule
Base Fee: 3500 per investment manager
Transaction Charge: $15 per transaction

Combined Asset Charge (applied to the total of all assets held by

the Trustee in the Company's nuclear decommissioning trusts):

20¢ per $1,000 on the first $50 million

12¢ per $1,000 on the next $150 million
S5¢ per 31,000 on the excess

This fee schedule is effective for the first six years from the date
assets are initially contributed to the Company's nuclear
decommissioning Master Trust. Nothing herein shall preclude
renegotiation of the foregoing fee schedule due to significantly
changed circumstances, provided, however, that any change in the fee

|
{
7¢ per 31,000 on the next $100 million
schedule shall require the approval of the CPUC prior to becoming

effective. |

Whenever the Trustee exercises its investment discretion as provided in

as follows:

|
i Article VII, it shall be entitled to compensation from the Master Trust
|
|




4.04

4.05

Investment Management

Fee Schedule

Combined Asset Charge (applied to the total market value of the assets

placed under the Trustee's investment discretion):

$1.00 per $1.000 on the.first $50 million
$0.80 per 31,000 on the next $150 million

$0.70 per $1,000 on the excess

This fee schedule shall be effective through 1995 for all assets placed
under the Trustee's investment discretion prior to January 1, 1990.

The fee schedule for assets placed under the Trustee's investment

~discretion on or after January 1, 1990 shall be subject to

renegotiation. Thé-renegotiated fee schedule shall require the

approval of the CPUC priof to becoming effective.

Establish Fund Accounts. The Trustee shall maintain separate Fund

Accounts for each Pund established by this Agreement to account Eo;
Decommissioning Contributions (or other contributions as described in
Section 2.02) made to each Fund, and all income and other increments to
each Pund, and disbursements from each Fund subject to the provisions

of Section 2.05 above.

Accounts. The Trustee shall present financial statements to the
Company and the Committee on a quarterly basis (within forty-five
(45) days following the close of each quarter). or at such other

frequency as the Committee shall from time to time require. The
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financial statements shall show the financial condition of the Master
Trust, including, without limitation, income and expenses of the Master
Trﬁst for the period. The Trustee shall assume responsibility for
employing independent certified public accountants to audit the
financial statements not less frequently than annually, subject to the
provisions contained in section 6.05. The Company and the Committee
shall have the right to object to any of the Trustee's audited
financial statements. If either the Company or the Committee desires
to object to the Trustee's audited financial statements it shall
deliver notice of its objection to the Trustee in writing within three
years from the day the Trustee shall mail or deliver such audited
financial statements to the Company and the Committee. If no written
objection is made within that time, the presentation of the audited
financial statements to the Company and the Committee shall release and
diséharge the Trustee with respect to all acts or omissions to the date
of said audited financial statements; provided, however, that nothing
contalned herein shall be deemed to relieve the Trustee of any

liability which may be imposed pursuant to Section 4.07 hereof.

Tax Returns and Other Reports. The Trustee, the Committee, and the

Company shall cooperate in the preparation of income or franchise tax
returns or other reports as may be required from time to time and,
subject to the limitations contained in Section 6.05, may employ
independent certified public accountants or other tax counsel to
prepare or review such returns and reports. The Trustee shall present
to the Company and the Committee on a monthly basis a report setting

forth all investments purchased by the Investment Manager(s) during the

previous month. The Trustee shall advise the Company and the Committee
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i{f any of the investments, in the Trustee's opinion, may constitute a
violation of the restrictions on investment of trust assets outlined in
Code Section 501(c)(21), or successor provision, as applicable to the
Master Trust.

Liability. The Trustee shall be liable fof the acts, omissions ort
defaults of its own officers and employees. The Trustee shall not be
liable for the acts, omissions or defaults of its agents, provided any
such égents were selected with reasonable care and the perfdrmance and
status of the agent is monitored with reasonable care throughout the
duration of the agency relationship. The Trustee shall not be liable
for the failure or default of any bank or depositary, provided any such
bank or depositary was selected with reasonable care and its

performance and status is monitored with reasonable care. Except where

 -the Trustee exercises its investment discretion as provided in this

Agreement, the Trustee shall not be liable for the acts or omissions of
any Investment Manager(s) acting hereunder. Except as provided in
Section 4.05, the Trustee shall not be liable in regard to the exercise
or nonexercise of any powers and discretions properly delegated

pursuant to the provisions of this Agreement.

Notwithstanding the foregoing, the Trustee (and not the Master Trust)
shall be liable for (a) any tax imposed pursuant to Section 4951 of the
Code (or any applicable successor provision) as such section is made
applicable to the Master Trust or the Trustee, and/or (b) any
consequences flowing from violation of the restrictions on the
investment of trust assets outlined in Code Section 501(c)(2l) (or

applicable successor Code sections) where the act giving rise to the
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imposition of any tax pursuant to Section 4951 of the Code or the
decision to invest trust assets in investments not meeting the
restrictions outlined in Code Section SO0l(c)(2l) was made by or was in

the power and control of the Trustee as provided in this Agreément.

Pursuant to Section 6.08 of this Agreement, the Trustee is prohibited
from doing any act or knowingly engaging in any transaction that would
violate the terms and conditions of any instructions provided by
written Certificate of the Committee, or contravening any provision of
this Agreement. Upon receipt of a Certificate of the Committee giving
the Trustee notice of either (a) instructions of the Committee to the
Trustee, or (b) acts or transactions the Committee believes constitute
a violation by the Trustee of the provisions of this Agreement, the

Trustee shall follow the instructions of the Committee, and/or cease

and desist from the acts identified in the Certificate as violating the .

provisions of this Agreement. To the extent the Trustee fails to
follow the instructions of the Committee, or continues with any act
identified in the Certificate as violating the provisions of this
‘Agreement, from the date of receipt of the Certificate providing the
instructions and/or notice of violation of the provisions of this
Agreement, the Trustee (and not the Master Trust) shall be liable for
all consequences flowing from any failure to follow the Committee's
instructions, and/or flowing from any violation by the Trustee of the
provisions of this Agreement. Notwithstanding the foregoing, the
Trustee (and not the Master Trust) shall be liable for all consequences
flowing from any violation by the Trustee of the provisions of this

Rgreement, regardless of whether notice thereof was provided by the

- Committee.
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4.08 Indemnity of Trustee. The Trustee shall be held harmless from any and

. all liability in acting in accordance with a proper Certificate or
Certification of the Company or the Committee.

/

/
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5.01

5.02

v

INVESTMENTS

Appointment of Investment Manager(s). The Committee may appoint one or

more Investment Managers to direct the investment of all or part of the
Master Trust. The Committee shall also have the right to remove any
such Investment Manager. The appointment of the Investment Manager(s)
shall be made in accordance with any procedures specified by the
Committee. Thé Committee shall provide notice of any such appointment
by Certification to the Trustee which shall specify the portion of the
Master Trust with respect to which the Investment Manager(s) has been
designated. The Investment Manager(s) shall certify in writing to the
Trustee that it is qualified to act in the capacity provided under the
Investment Manager Agreement, shall accept its appointment as such
Investment Manager(s), shall certify the identity of the person or
persons authorized to give instructions or directions to the Trustee on
its behalf, including specimen signatures, and shall undertake to
perform the duties imposéd on it under the Investment Manager Agreement.
The Trustee may continue to rely upon all such certifications unless
otherwise notified in writing by the Committee or the Investment

Manager(s), as the case may be.

Direction by Investment Manager(s). Notwithstanding Section 7.04, the

Investment Manager(s) designated by the Committee to manage any portion
of the Master Trust shall have authority to manage, acquire, and
dispose of the assets of the Master Trust, or a portion thereof as the
case may be. The Investment Manager(s) is authorized to invest in the

securities specified in Section 7.02. The Investment Manager(s) shall
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have the power and authority, exercisable in its sole discretion at any
time, and from time to time, to issue and place ordersvfor the purchase
or sale of portfolio securities directly with qualified brokers or
dealers. The Trustee, upon proper notificaiion from an investmen:
Manager, shall execute and deliver in accordance with the‘appropriate
trading authorizations. Written notification of the issuance of each
such authorization shall be given promptly to the Trustee by the
Investment Manager(s), and the Investment Manager(s) shall cause the
execution of such order to be confirmed in writing to the Trustee by
the broker or dealer. Such notification shall be proper authority for
the Trustee to pay for portfolio securities purchased against recéipt
thereof and to deliver portfolio securities sold against payment

therefor, as the case may be.

The ‘authority of the Investment Manager(s) and the terms and conditions
of the appointment and retention of the Investment Manager(s) shall be
the responsibility solely of the Committee, and the Trustee shall not be
deemed to be a party to or to have any obligations under any agreement
with the Investment Manager(s). Any duty of supervision or review of

the acts, omissions or overall performance of the Investment Manager(s),

. shall be the exclusive responsibility of the Committee, and, except as

provided in Section 4.06, the Trustee shall have no duty to review any
securities or other assets purchased by the Investment Manager(s), or
to make suggestions to the Investment Manager(s) or to the Committee
with respect to the exercise or nonexercise of any power by the

Investment Manager(s).

Unless the Trustee participates knowingly in, or knowingly undertakes to
conceal an act or omission of an Investment Manager(s) knowing such act
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or omission to be a breach of thé fiduclary responsibility of the
Investment Manager(s), the Trustee shall be under no liability for any
loss of any kind which may result by reason of any action taken by it
in accordance with any direction of the Investment Manager(s). In any
event, the Trustee shall be under no liability for any loss of any kind
by reason of changes in value of the investments purchased, sold, or
retained by the Investment Manager(s), nor for the risk or
diversification of the portfolio, nor for the turnover of the
investments, nor for any other aspect of a portfolio for which an
Investment Manager(s) has been appointed.

/
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VI

D TRUSTEE'S GENERAL POWERS

The Trustee shall have, with respect to the Master Trust, the following
powers, all of which powers aré fiduciafy powers to be exercised in a
fiduciary capacity and in the best interests of this Master Trust and the
beneficiaries thereof, and which are to be exercised as the Trustee, acting in
such fiduciary capacity, in its discretion, shall determine and, except as
otherwise provided, which are intended in no way‘to limit the powers of the

office, namely:

6.01 Payment of Expenses of Administration. To pay all ordinary and

necessary expenses and other incidental costs including, but not

‘ : limited to, Investment Manager(s) fees and Committee member(s) fees,
the fees and/or compensation of an& professional advisors, legal |
counsel. or administrative support hired by the Committee as provided in
Section 3.04, expenses and insurance policy premiums as provided in
Section 3.06 incurred in connection with this Master Trust or the
Master Trust in the discharge of the Trustee's fiduciary obligations
under this Agreement, but only to the extent that such amount may be
incurred and paid from the Master Trust without causing the Funds to
become disqualified from the application of Section 468A of the Code or

any applicable successor provisions.

6.02 Extension of Obligations and Negotiation of Claims. To renew or extend

the time of payment of any obligation, secured or unsecured, payable to

. or by this Trust, for as long a period or periods of time and on such

terms as the Trustee shall determiné. and to adjust, settle, compromise,




6.03

6.04

6.05

6.06

6.07

and arbitrate claims or demands in favor of or against this Trust.
including claims for taxes, upon such terms as the Trustee may deem
advisable, subject to the limitations contained in Section 7.03

(regarding self-dealing), and the procedures contained in Section 2.01.

Registration of Securities. To hold any stocks, bonds, securities,

and/or other property in the name of a nominee, in a street name, or by

other title-holding device, without indication of trust.

Location of Assets. To keep any property belonging to the Master Trust

at any place in the United States.

Retention of Professional Services. To execute any of the powers hereof

and perform the duties required of it hereunder by or through its

employees, agents, attorneys, or receivers.

Deleqation of Ministerjal Powers. To delegate to other persons such

ministerial powers and duties as the Trustee may deem to be advisable.

Powers of Trustee to Continue Until Final Distribution. To exercise any

of such powers after the date on which the principal and income of the
Master Trust shall have become distributable and until such time as the
entire principal of, and income from, the Master Trust shall have been
actually distributed by the Trustee. It is intended that distribution
of the Master Trust will occur as soon as possible upon termination of

the Trust, subject, however, to the limitations contained in

Sections 2.09, 2.10, and 2.1 hereof.
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Discretion_in Exercise of Powers. To do any and all other acts which

the Trustee shall deem proper to effectuate the powers specifically
conferred upon it by this Master Trust Agreement, provided, however,
that the Trustee may not do any act or knowingly engage in any

transaction which would:

(1) Disqualify the Funds from the application of Section 468A

(or any applicable successor provision) of the Code:

(2) Contravene any provision of this Agreement; or

(3) vViolate the terms and conditions of any instructions provided by
written Certificate by the Committee.

/

/
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VII

. ‘. TRUSTEE'S INVESTMENT POWERS

The Trustee recognizes the authority of the Investment Manager(s) to manage,
invest, and relnvest the assets of the Master Trust pursuant to the Investmen;
Manager Agreement and as provided in Section 5.02 of this Agreement, and the
Trustee agrees to cooperate withvtherlnvestmenc Manager(s) as deemed necessary
to accomplish these tasks. Notwithstanding the forégoing. the Trustee shall
without the written authorization of the Committee invest cash balances in an
investment account on a daily basis to the extent reasonable. Upon the
written authorization of the Committee from time to time, the Trustee shall
have the following investment powers, all of which are fiductary powers to be
executed in a flduciary capacity and in the best interest of this Master Trust
and the beneficlaries thereof, and which are to be exercised by the Trustee in

. its discretion, acting in such fiduciary capacity:

7.01 Preservation of Principal. The Trustee in its exercise of investment

discretion as authorized by the Committee shall hold, manage, and
invest the assets of this Master Trust in a manner designed to maximize
and preserve the income and principal of this Master Trust for the

purposes of this Trust, except as provided in Sections 7.02 and 7.03;

7.02 Investment of Punds. To invest and reinvest all or part of the Funds,
including any undistributed income therefrom; provided, however, that
no such investment or reinvestment of the Funds may be made by the
Trustee:

(1) Unless such investment is permitted to be made by Code
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Sections 501(c)(21)(B)(i1) and 468A(e)(4)(C), the requlations

thereunder, and any applicable successor provisions; or
(2) Wwhich would contravene any instructions issued by the Committee.

In all cases, however, the total investments by the Trustee must be
sufficiently liquid to enable the Master Trust to fulfill the purposes
of the Master Trust and to satisfy obligations as such obligations
become due. Nothing in this Section 7.02 shall be construed as
authorizing the Trustee to carry on any business or to divide the gains

therefrom.

Management of Master Trust. To sell, exchange, partition, or otherwise

dispose of all or any part of ;he Master Trust at public or private
sale, without prior application to, or approval by, or order of any
court, upon such terms and in such manger and at such prices as the
Trustee shall determine; to modify, renew or extend bonds, notes or
other obligations or any installment of principal thereof or any
interest due thereon and to waive any defaults in the performance of
the terms and conditions thereof; and to executé and deliver any and
all bills of sale, assignments, bonds or other instruments in
connection with these powers, all at such times, in such manner and
upon such terms and conditions as the Trustee may deem expedient to

accomplish the purposes of this Master Trust as set forth in

Section 1.03.

Notwithstanding anything contained in this Agreement to the contrary,

the Trustee may not authorize or carry out (a) any sale, exchange or
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other transaction which would constitute an act of “self-dealing”
within the meaning of Section 4951 of the Code. as such section is made
applicable to the Funds by Section 468A(e)(5) of the Code, any
requlations thereunder, and any applicable successor provision, or (b)
any investment which would violate the restrictions on investment of
trust assets outlined in Code Section SO01l(c)(2l) and any applicable

successor provision.

Disposition of Investments. Wwhen required to make any payments under

Sections 2.0l or 6.0l hereof, the Trustee shall sell investments at the
best price reasonably obtainable, or present investments for prepayment,
but only upon'written direction from the Committee. The Trustee shall

have no iiab;lity. except for its own negligence or willful misconduct,
with respect to any sale or prepayment of an investment directed by the

Committee or an Investment Manager or made by an Investment Manager

through a broker-dealer.




VIII

MISCELLANEOUS

8.01 Headings. The section headings set forth in this Agreement and the
Table of Contents are inserted for convenience of reference only and
shall be disregarded in the construction or interpretation of any of the

provisions of this Agreement.-

8.02 Pparticular Words. Any word contained in the text of this Agreement
shall be read as the sinqular or plural and as the masculine, feminine,
or neuter as may be applicable or permissible in the pargiculat context.
Unless otherwise specifically stated, the word "person" shall be taken
to mean and include an individual, partnership, asséciation. trust,

company, or corporation.

8.03 Parties Interested Herein. Nothing expressed or implied in this

Agreement is intended or shall be construed to confer upon, or to give
to, any person or corporation, other than the Company, the Committee,
the Trustee and the CPUC any right, remedy or claim under or by reason
of this Agreement, or any covenant, condition or stipulation contained
herein. The Company shall be entitled to receive payments for
Decommissioning Costs and administrative expenses of the Master Trust
which the Company may incur in carrying out the purpose set forth in
Section 1.03 of this Agreement. It is intended by all parties hereto
that the Company's Ratepayers, who shall be represented solely by the
CPUC, be the ultimate beneficiary of this Agreement in that the
decommissioning activities contemplated by this Agreement, which are to

be performed by the Company, will inure to the benefit of the Company's



Ratepayers and the General Public.

8.04 Severability of Provisions. If any provision of this Agreement or its
application to any person or entity or in any circumstances shall be
invalid and unenforceable, the application of such provision to persons
and in circumstances other than those as to which it is invalid or
unenforceable and the other provisions of this Agreement, shall not be

affeéted by such invalidity or unenforceability.

8.05 Form and Content of Communications. The names of any person authorized
to act on behalf of the Company and/or the Committee shall be
certified, with the specimen signature of such person, to the Trustee
by the Company and the Committee. Until appropriate written evidence
to the contrary is received by the Trustee, it shall be fully protected

. in relying upon or acting in accordance with any writ;en notice, |
instruction, diréctlon. certificate, resolution, or other communication
believed by it to be genuine and to be signed and/or certified by any
proper person, and the Trustee shall be under no duty to make any
iﬁvestigation or inquiry as to the truth or accuracy of any statement
contained therein. Until notified in writing to the contrary, the
Trustee shall have the right to assume that there has been no change in
/the identity or authority of any person previously certified to it

hereunder.

8.06 Delivery of Notices Under Aqreement. Any notice required by this

Rgreement to be given to the Company or the Trustee shall be deemed to

‘ have been properly given when mailed, postage prepaid, by registered or

certified mail, to the person to be notified as set forth below:




8.07

If to the Company:

SOUTHERN CALIFORNIA EDISON COMPANY
P.0. Box 800

2244 valnut Grove Avenue

Rosemead, California 91770

Attention: Nuclear Facilities Decommissioning

Trust Committee

If to the Trustee:

Harris Trust and Savings Bank
111 West Monroe Street

P.O. Box 755

Chicago, Illinois 60690

Attention: Southern California Bdison Company
Nuclear Facilities Decommissioning

Master Trust(s)

If to the CPUC:

California Public Utilities Commission
505 Van Ness Avenue, Room 5025

San Francisco, California 94102

Attention: Executive Director

If to the CPUC Staff:

California Public uUtilities Commission
505 van Ness Avenue, Room

San Prancisco, California 94102

Attention: Director of the Commission

Advisory and Compliance Division

(or its successor division)

The Company or the Trustee may change that address by delivering notice

thereof in writing to the other party.

Successors and Assiqns. Subject to the provisions of Sections 2.07 and

4.01. this Agreement shall be binding upon and inure to the benefit of
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8.08

8.09

8.10

8.11

the Company, the Trustee and their respective successors, assiqgns,

personal representatives, executors and heirs.

Governing Jurisdiction. This Master Trust is a California trust and
all questions pertaining to its validity, construction. and
administration shall be determined in accordance with the laws of the
State of California as if executed in and tq be wholly performed within

the State of California.

Accounting Year. The Master Trust shall operate on an accounting year

which coincides with the calendar Year, January 1 through December 31.
Counterparts. This Agreement may be executed in any number of
counterparts., each of which shall be an original, with the same effect

as if the signatures thereto and hereto were upon the same instrfument.

Disbursement/Withdrawal Certificate. No provision of this Agreement

shall be construed or applied so as to require the preparation of a
Disbursement Certificate or a Withdrawal Certificate to authorize the
payment of compensation to the Trustee under Section 4.03 or of the
expenses of administration under Section 6.01.

/

/
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8.12  Approval. This agreement shall be effective when approved by the CPUC

O and signed by all parties.

IN WITNESS WHEREOF, the Company and the Trustee have set their

hands and seals to this Agreement as of the day and year first above written.

'ritle- 7/ O

APPROVED AS TO FORM. Sou CRLIFORNIA EDISON COMPANY
JOHN R. BURY
' By (2
v g -
S e o
Attorney ¢ { o

e
. 2119 r7 ,2 Attest: oy T
e e e s iy b tam imimn en i e e e o Tit le: ‘ s

HARRIS TRUST AND SAVINGS
BY SZ%‘{W Q/ﬂﬁ,&&

Title: Vice Hvsl’e,.k

Attest: [/(L:é’L aq U«kl ‘CJ’

Title: Tvwst CGReer

aqsa




Exhibit A

DISBURSEMENT CERTIF[CATE

The undersigned, being Authorized Representatives of Southern
California Bdison Company ("Company”), a California corporation. and, in such
capacity, being authorized and empowered to execute and deliver this
certificate, hereby certifies to the Trustee of the Southern California Edison
Company Nuclear Facilities Qualified CPUC Decommissioning Master Trust for San
Onofre and Palo Verde Nuclear Generating Stations, pursuant to Section 2.01 of
that certain Master Trust Agreement, dated » 1987, between the
Trustee and Company as follows:

(1) there is due and owing to each payee (“Payees") (all)-or-{a
portion of] the invoiced cost to the Company for goods or services
provided in connection with the decommissioning of [SONGS/Palo Verde])
as evidenced by the Invoice Schedule (with supporting exhibits)
attached as Exhibit 1 hereto:;

(2) all such amounts due and owing to the Payees constitute
Decommissioning Costs; and

(3) all conditions precedent to the making of this withdrawal and
disbursement set forth in any agreement between such Payee and the
Company have been fulfilled. .

Accordingly, you are hereby authorized to withdraw 3 from
the [SONGS Unit No. 1/SONGS Unit No. 2/SONGS Unit No. 3/ Palo Verde Unit -

No. 1/Palo Verde Unit No. 2/Palo Verde Unit No. 3] Qualified Fund of the
Master Trust in order to permit payment of such sum to be made to Payees for
such purpose. You are further authorized to disburse such sum, once
withdrawn, directly to such Payees in the following manner: [DESCRIBE: JOINT
PAYEE CHECK, WIRE TRANSFER, ETC.) on or before o 19_ .

Executed this day of e 19

BY

Authorized Representative

By

Authorized Representative

= 49 -



Exhibit B

WITHDRAWAL CERTIPICATE

The undersigned, Authorized Representatives of Southern California
Edison Company ("Company"), a california corporation, and .
a corporation and, in such capacity, being duly authorized and
empowered to execute and deliver this certificate, hereby certify to the
Trustee of the Southern California Edison Company Nuclear Facilities Qualified
CPUC Decommissioning Master Trust for San Onofre and Palo Verde Nuclear
Generating sStations, pursuant to Section 2.0l of that certain Master Trust
Agreement, dated . 1987, as follows:

(1) there is due and owing to the Company [all] or (a portion of]
the invoiced cost to the Company for goods or services provided in
connection with the decommissioning of [SONGS/Palo Verde] as
evidenced by the Invoice Schedule with supporting exhibits attached
as Exhibit 1 hereto:

(2) all such amounts have been paid by the Company and constitute
Decommissioning Costs: and

(3) all conditions precedent to the making of this withdrawal and
disbursement and the payment by the Company of the Decommissioning
Costs set forth in any agreement between such payee of the Company
and the Company have been fulfilled. ' o

Accordingly, you are hereby authorized to withdraw $ from
the (SONGS Unit No. l/SONGS Unit No. 2/SONGS Unit No. 3/ Palo Verde Unit’
No. 1l/Palo Verde Unit No. 2/Palo Verde Unit No. 3] Qualified FPund of the
Master Trust in order to permit payment of such sum to be made to the Company
for such purpose. You are further authorized to disburse such sum, once
withdrawn, directly to the Company in the following manner: ([DESCRIBE:
CHECK, WIRE TRANSFER, ETC.] on or before , 19__.

Executed this day of _ __  , 19

SOUTHERN CALIFORNIA EDISON COMPANY

By

Authorized Representative

BY

Authorized Representative
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ENCLOSURE 3.B
(Applicable to SONGS 1, 2, and 3)

SOUTHERN CALIFORNIA EDISON COMPANY - -
NUCLEAR FACILITIES NON-QUALIFIED CPUC DECOMMISSIONING MASTER
TRUST AGREEMENT FOR SAN ONOFRE -
NUCLEAR GENERATING STATION




SOUTHERN CALIFORNIA EDISON COMPANY

NUCLEAR FACILITIES NONQUALIFIED CPUC DECOMMISSIONING MASTER TRUST AGREEMENT

FOR_SAN ONOFRE AND PALO VERDE

. NUCLEAR GENERATING STATIONS
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NUCLEAR FACILITIES NONQUALIFIED CPUC DECOMMISSIONING MASTER TRUST AGREEMENT

AGREEMENT made this 5 day of A["VOW\LU , 1987, by and

between Southern California Edison Company, a California corporation
("Company"), and Harris Trust and Savings Bank, an Illinois banking

corporation having trust powers (“Trustee”).

WHEREAS, the Company is the owner of: (1) an 80 percent undivided

interest in Unit One of the San Onofre Nuclear Generating Station ("SONGS Unit

No 1“): (2) a 75 05 percent undivided interest in Unit Two of the San Onofre

Nuclear Generating Station (“SONGS Unit No. 2"); (3) a 75.05 percent undivided
interest in Unit Three of the San Onofre Nuclear Generating Station ("SONGS
Unit No. 3"); (4) a 15.80 percent undivided interest in Unit One of the Palo
Verde Nuclear Generating Station ("Palo Verde Unit No. 1"); (5) a 15.80 percent
undivided interest in Unit Two of the Palo Verde Nuclear Generating Station
("palo vérde Unit No. 2"); and (6) a 15.80 percent undivided interest in Unit
Three of the Palo Verde Nuclear Generating Station ("Palo Verde Unit No. 3");

and

WHEREAS, the Company 1is ;ubject to regulation by the California
Public Ufilities Commission (“CPUC"), an agency of the State of California
created and existing pursuant to California Constitution Article XII, §l1, and
by the Nuclear Regulatory Commission ("NRC"), an agency of the United States

government created and existing pursuant to 42 U.S.C. §5841; and

WHEREAS, the CPUC has permitted the Company to include in its cost
of service for ratemaking purposes certain amounts to be contributed by the

Company to decommissioning funds which are not qualified under Section 468A of



the Internal Revenue Code of 1986, 26 U.S.C. §l et seq. in order to provide
adequate monies for the Company's share of decommissioning costs with respect

to SONGS and Palo Verde:

NOW, THEREFORE, in consideration of the mutual promises herein
contained, the Company hereby agrees to deliver to the Trustee and the Trustee
hereby agrees to receive the initial contribution of monies to the Master

Trust on or before Marcle |, 198/:' and

TO HAVE AND TO HOLD, such monies and such additional monies as may
from time to time be added thereto as provided herein, together with the
proceeds and reinvestments thereof (hereinafter collectively called the

"Master Trust") unto the Trustee;

IN TRUST NEVERTHELESS, for the uses and purposes and upon the terms

and conditions hereinafter set forth:
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I

DEFINITIONS, PURPOSE, AND NAME

Definitions. As used in this Decommissioning Master Trust Agreement,

the following terms shall have the following meanings:

(1)

(2)

(3)

(4)

(3)

"Act” shall mean the Uniform Principal and Income Act from time to
time in effect in the State of California, and on the date hereof

set forth in california Probate Code §16300 et seq.

"Agreement” shall mean and include this Decommissioning Master
Trust Agreement as the same may from time to time be amended,

modified, or supplemented.

"Authorized Representative” shall mean, with respect to the
Company;'the chief.Execﬁtive Officer, President, or ady Vice
President of the Company:; and with respect to the Committee, the
members of the Committee, or any other person designated as an
Authorized Representative of the Committee by a Certificate filed

with the Trustee.

"Board of Directors"” shall mean the Board of Directors of the

Company, as duly elected from time to time.

"Certificate” or "Certification” shall mean a written Certificate
signed by two Authorized Representatives of the Company for a
Certificate of the Company, or two Authorized Representatives of

the Committee for a Certificate of the Committee.




(6)

n

(8)

(9)

(10)

(11)

(12)

"Code"” shall mean the Internal Revenue Ccde of 1986, as the same

may be amended from time to time.

"Committee” shall mean the Nuclear Facilities Decommissioning

Master Trust Committee established pursuant to Article IIT.

"CPUC" shall mean the California Public Utilities Commission, as
defined and set forth in Section I of Article XII of the california

Constitution, or its successor.

"CPUC Order"” shall mean an order or resolution issued by the CPUC
after the Company, the Committee, the CPUC Staff, the Trustee, and
other interested parties have been given notice and an opportunity
to be heard. The oraer may be issued with or without hearing or

by the CPUC Advice Letter procedure or comparable procedure.

"Decommissioning Contributions" shall mean all amounts for
decommissioning expenses of the Plants reflected in the Company's
adopted annualized cost of service in and for the CPUC
jurisdiction and contributed to the Funds for decommissioning

expenses of the Plants.

“Decommissioning Costs" shall mean the costs incurred in

decommissioning the Plants.

"Disbursement Certificate” shall mean a document properly completed
and executed by two Authorized Representatives of the Company and

substantially in the form of Exhibit A hereto.




(13)

(14)

(15)

(16)

(17

"Funds” shall mean the SONGS Unit No. 1 Nonqualified Fund, the
SONGS Unit No. 2 Nonqualified Fund, the SONGS Unit No. 3
Nonqualified Fund, the Palo Verde Unit No. 1 Nonqualified Fund,
the Palo Verde Unit No. 2 Nonqualified Fund, and the Palo Verde

Unit No. 3 Nonqualified Fund, collectively.

"Fund Account” shall mean a separate account established by this
Agreement and maintained by the Trustee for each Fund to account
for all Decommissioning Contributions (or other contributions as
described in Section 2.02) made to each Fund, all income and other

increments to each Fund and all disbursements from each Fund.

“Final Disbursements” shall have the meaning set forth in Section

2.01(6) hereof.

;Interim Disbursements” shall have the meaning set forth in

Section 2.01(5) hereof.

“Investment Manager(s)" shall mean the fiduciary specified in the

Investment Manager Agreement(s):

(a) which has been retained by the Committee to manage, acquire,

or dispose of any asset belonging to the Master Trust; and

(b) which is:

(1) registered as an investment adviser under the Investment

Advisers Act of 1940, or



(11) a bank, as defined in that Act, or
. (1i1) An insurance company qualified to perform services
described in subsection (a) above, under the laws of

more than one state, and

(¢) Wwhich has acknowledged, in writing, that it is a fiduciary
with respect to the Master Trust, that it is qualified to act
under subsection (b) above, and has agreed to be bound by all

of the terms, provisions, and covenants of this Agreement.

(18) "Investment Manager Adgreement(s)" shall mean the agreement(s)
between the Committee and an investment manager(s) selected by the
Committee which agreement governs the management of the assets of

' the Master Trust and is confirmed by the CPUC.

(19) “Master Trust” shall consist of all contributions to any Fund
together with investments and reinvestments thereof and any

income, earnings and appreciation thereon.

(20) "Plants" shall mean the San Onofre Nuclear Generating Station Unit

Nos. 1, 2 and 3 and the Palo Verde Nuclear Generating Station Unit

Nos. 1, 2, and 3, collectively.

| (21) "Palo Verde Unit No. 1" shall mean Unit One of the Palo Verde:

Nuclear Generating Statlon.

' (22) "palo Vverde Unit No. 1 Nonqualified Fund" shall mean the Fund



(23)

(24)

. (25)

(26)

(27)

(28)

established and maintained under the Master Trust for
decommissioning Palo Verde Unit No. 1 to which monies are
contributed which are not subject to the conditions and

limitations of Section 468A of the Code.

"Palo Verde Unit No. 2" shall mean Unit Two of the Palo Verde

Nuclear Generating Station.

“Palo Verde Unit No. 2 Nonqualified Fund” shall mean the Fund
established and maintained under the Master Trust for
decommissioning Palo Verde Unit No. 2 to which monies are
contributed which are not subject to the conditions and

limitations of Section 468A of the Code.

"Palo Verde Unit No. 3" shall mean Unit Three of the Palo Verde

Nuclear Generating Station.

“Palo Verde Unit No. 3 Nonqualified Fund" shall méan the Fund
established and maintained under the Master Trust for
decommissioning Palo Verde Unit No. 3 to which monies are
contributed which are not subject to the conditions and

limitations of Section 468A of the Code.

"Ratepayers"” shall mean those customers of the Company receiving

electric service in accordance with CPUC approved tariff schedules.

"Service” shall mean the Internal Revenue Service.




(29)

(30)

(31)

(32)

(33)

(34)

®

"SONGS Unit No. 1" shall mean Unit One of the San Onofre Nuclear

Generating Station.

"SONGS Unit No. 1 Nonqualified Fund" shall mean thé Fund
established and maintained under the Master Trust for
decommissioning SONGS uUnit No. 1 to which monles are contributed
which are not subject to the conditions and limitations of

Section 468A of the Code.

“SONGS Unit No. 2" shall mean Unit Two of the San Onofre Nuclear

Generating Station.

“SONGS Unit No. 2 Nonqualified Fund“ éhall mean the Fund
established and maintained under the Master Trust for
decommissioning SONGS_Unit No. 2 to which monies are contributed
which are not subjéct to the conditions and limitations of

Section 468A of the Code.

“SONGS Unit No. 3" shall mean Unit Three of the San Onofre Nuclear

Generating Station.

"SONGS Unit No. 3 Nonqualified Fund" shall mean the Fund
established and maintained under the Master Trust for
decommissioning SONGS Unit No. 3 to which monies are contributed
which are not subject to the conditions and limitations of

Section 468A of the Code.

"Trustee" shall have the meaning set forth in the first paragraph

of this Agreement.




1.02

1

.03

.04

(36) “units" shall mean SONGS Unit No. 1, SONGS Unit No. 2, SONGS Unit
No. 3, Palo Verde unit No. 1, Palo Verde Unit No. 2, and Palo Verde

Unit'No. 3, collectively.
(37) “"withdrawal Certificate"” shall mean a document properly completed
and executed by two Authorized Representatives of the Company and

substantially in the form of Exhibit B hereto.

Authorization. The Trustee and the Company hereby represent and warrant

that each has full legal authority and is duly empowered to enter into
this Agreement, and has taken all action necessary to authorize the

execution of this Agreement by the officers and persons signing it.

Master Trust Purpose. The exclusive purposes of this Master Trust are

to provide monies for the contemplated decommissioning of the Plants.

Establishment of Master Trust. By execution of this Agreement, the

Company:

(a) establishes the Master Trust wh;ch shall consist of such
Decommissioning Contributions (or other contributions as described in
Section 2.02) as may be delivered to the Trustee by the Company for the
Funds. The Master Trust also shall include additional Decommissioning
Contributions (or other contributions as described in Section 2.02),
investments and reinvestments thereof, and earnings and appreciation

thereon;

(b) establishes the Funds, each of which shall constitute a trust




1

.05

consisting of such Decommissioning Contributions (or other
contributions as described in Seétion 2.02) as may be delivered té the
Trustee by the Company designated for such Fund. Each Fund shall also
include additional Decommissioning Contributions (or other
contributions as described in Section 2.02) designated for such Fund,

together with investments and reinvestments thereon: and

(c) appoints Harris Trust and deings Bank as Trustee of the Master

Trust and each of the Funds.

Name of Master Trust. The monies received by the Trustee from the

Company (together with any additional monies contributed by the Company
and the proceeds and reinvestments thereof) shall constitute the
“Southern California Edison Company Nuclear Facilities Nonqualified
CPUC Decommissibning Master Trust for San Onofre and Palo Verde Nuclear

Generating Stations".

- 10 -



II

DISPOSITIVE PROVISIONS

After payment of the expenses described in Section 6.01 hereof} the Trustee

shall distribute the Master Trust as follows:

2.01

Payment of Nuclear Decommissioning Costs. The Trustee shall make

payments of the Decommissioning Costs in accordance with the following

procedures:

(1)

(2)

(3)

Authorized Representative. The Committee shall promptly notify the

Trustee of the selection and appointment of any Authorized
Representative of the Committee. The Trustee shall have no duty
to inquire into or investigate the continued authority of such
person to act as the Authorized Representative. The Committee
shall provide the Trustee with wriften ﬁdticé of the termination

of any Authorized Representative's authority.

Disbursements to Third Parties. Requests for payments of

Decommissioning Costs to any pefson_(other than the Company) for
goods provided or labor or other services rendered to the Company
in connection with the decommissioning of the Plants shall be

submitted to the Trustee on a Disbursement Certificate.

Reimbursement to the Company. Requests for payments to the

Company in reimbursement of Decommissioning Costs actually
incurred by the Company and paid by the Company to any other person
shall be submitted to the Trustee on a Withdrawal Certificate.

_ll-



(4)

(5)

Payment of Decommissioning Costs. The Trustee shall pay

Decommissioning Costs when a Disbursement Certificate or
Withdrawal Certificate is filed with the Trustee, showing with

respect to each withdrawal of money:

(a) the name and address of the person or entity to whom payment

is due (which may be the Company);
(b) the amount of money to be paid;

(c) the purpose for which the obligation to be paid was incurred;

and

(d) a CPUC Order authorizing either Interim Disbursements or
Final Disbursements. A copy of such order shall accompany

the-Disbursement Certificate or Withdrawal Certificate.

Each Disbursement Certificate or Withdrawal Certificate must
certify that the expenses to be paid constitute Decommissioning
Costs and shall provide satisfactory evidence to the Trustee of

same.

Interim Disbursements. The estimated costs and schedule for

decommissioning each of the Plants shall be reviewed periodically
and updated when the revenue requ;rement for decommissioning is
reviewed by the CPUC in the Company's general rate cases. Two
years prior to the time decommissioning of a Plant or Plants is

estimated to beqin, the Company shall apply for CPUC approval of

._12_



(6)

the estimated cost and schedule for decommissioning each Plant or
Plants. Upon approval of the cost and schedule for decommissioning
each Plant or Plants, the CPUC shall authorize Interim
Disbursements from the applicable Fund to pay Decommissioning
Costs. Upon the occurrence of changed circumstances the Company
may apply to the CPUC for approval of amendments to the cost and
schedule for decommissioning each Plant. Interim Disbursements
shall be limited to 90% of the forecast of Decommissioning Costs
approved by the CPUC. Final payment from the applicable Fund for
all Decommissioning costs shall be made pursuant to Section

2.01(6).

Final Disbursements. The Company shall apply for and acquire CPUC
approval of the estimated final cost for decommissioning each
Plant dr Plants. Such‘application shall be made one year in
advance of the time the Company.estimates use of funds exceeding
90% of the forecast of Decomissioning Costs approved by the CPUC _ |
will be required. Upon approval of the final cost of

decommissioning each Plant or Plants, the CPUC shall authorize

Final Disbursements from the applicable Fund to pay

Decommissioning Costs. The Trustee shall make a Final

Disbursement when a CPUC Order and a Disbursement Certificate or

Withdrawal Certificate is filed with the Trustee to show:

(a) the name and address of the person or entity to whom payment

i1s due, including reimbursement to the Company;

(b) the amount of money to be paid; and

- 13 -




2.02

2.03

2.04

2.05

(c) the purpose for which the obligation to be pald was incurred.

Additions to Master Trust. FfFrom time to time after the initial

contribution to the Master Trust and prior to the termination of this
Trust, the Company may make, and the Trustee shall accept, additional
contributions of money to the Master Trust to satisfy the purpose of
this Master Trust as set forth in Section 1.03, which contributions may

be made to the applicable Fund Account(s).

No Transfers Between Fund Accounts. The Trustee and the Company
understand and agree that it is of the essence that no transfer of
monies 1s to occur between Fund Accounts except when explicitly
indicated by Certificate of the Company that such transfer is necessary

to effectuate the purposes of this Master Trust.

Designation of Funds. Upon: (a) the initial contribution to the

Master Trust; (b) any withdrawal from the Master Truét for
Decommissioning Costs pursuant to Section 2.01 or for administrative
expenses pursuant to Section 6.01; or (c) any addition to the Master
Trust pursuant to Section 2.02, the Company shall designate, by
Certificate, the appropriate Fund Account(s) which are to be credited
or debited by such contribution, withdrawal, addition, or adjustment,
and the Trustee shall credit or debit the appropriate Fund Account(s)

in accordance with such designation.

Distribution of Income.

(1) Génerallx. The Trustee shall not be precluded from pooling

_14-




2.

06

Decommissioning Contributions (or other contributions as described
in Section 2.02) with respect.to each of the Fund Accounts for
investment purposes, and may treat each Fund Account's
Decommissioning Contributions (or other contributions as described
in Section 2.02) as having received or accrued a ratable portion

of the Master Trust income in any year.

(2) Principal and Income. All questions relating to the ascertainment
of income and principal and the allocation of receipts and
disbursements between income and principal shall be resolved by the

Trustee in accordance with the terms of the Act.

(3) Income on Current Collections. As of the end of each accounting

period of the Trust, the income of the Master Trust shall, for
purposes of all subsequent accounting periods, be treated as

Master Trust principal.

No Transferability of Interest in Master Trust. The interest of the

Company in the Master Trust is not transferable by the Company, whether
voluntarily or involuntarily, nor subject to the claims of creditors of
the Company, provided, however, that any creditor of the Company as to
which a Disbursement Certificate has been properly completed and
submitted to the Trustee may assert a claim directly against the Master
Trust in an amount not to exceed the amount specified on such
Disbursement Certificate. Nothing herein shall be construed to
prohibit a transfer of the Company's interest in the Master Trust upon
sale of all or part of the Company's ownership interest in any
Plant(s); provided, however, that any suqh transfer shall be subject to

the prior approVal of the CPUC.
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2.07 Resolution of Disaqreements. If any disagreement arises between the

Company, the Committee and/or the CPUC Staff regarding the Master
' v Trust, the disagreement shall be submitted to the CPUC for resolution
by 1issuance of a CPUC Order after notice and an opportunity to be
heard, as provided in the California Public Utilities Code, has been
_ 9iven to the Company, the Committee, the CPUC Staff, the Trustee, and
any 1nterésted parties. The CPUC, on its own motion, may raise and
consider any issue with regard to the Master Trust, and any such 1ssue_
raised on the CPUC's own motion shall be resolved as provided above.
Pending resolution, of the disagreement, the Trustee shall act in
accordance with the Committee's direction. Nothing in this Agreement
shall be construed to limit the rights of the Company, the Committee,
the CPUC sStaff, the Trustee or any other interested party under the i
California Public Utilities Code or the cCalifornia Constitution or

other applicable laws or requlations.

2.08 Termination of Master Trust. This Master Trust shall be irrevocable

and will terminate (in whole or in part) upon the earlier of:

(1) Receipt by the Trustee of a Certificate from the Committee stating
that substantial completion of the nuclear decommissioning of the
Plants has occurred (as defined in Treasury Requlations promulgated

under Code Section 468A):

(2) The twentieth anniversary of the date of the death of the survivor
from among a class consisting of all of the descendants of John D.

Rockefeller, late of New York, New York, born on or prior to

' January 1, 1987; or
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2.09

2.10

(3) At such earlier time as the CPUC may order the Committee to

terminate all or a portion of this Master Trust.

Distribution of Master Trust Upon Termination. Upon termination of

this Master Trust, the Trustee shall assist the Investment Manager in
liquidating the assets of the Master Trust, and thereupon distributing
the then-existing assets of the Master Trust, (including accrued,
accumulated, and undistributed net income) less final Master Trust
administrative expenses (including accrued taxes) to the Company;

provided, however, that no such distribution shall be made unless the

Committee provides a Certificate to the Trustee stating that a cpucC
Order has been issued which specifically authorizes such payment to the
Company for distribution to the Company's then current Ratepayers, or
as. otherwise provide@ in the order. 1In the event the Funds are no
longer needed for Decommissioning Costs and/or Master Trust
administration expenses, they shall be returned to Ratepayers in a
manner to be prescribed in an Order of the CPUC. 1In the event the CPUC
or a successor no longer exists, the Trustee shall make such
distribution to the Company upon receipt of an opinion of legal counsel
to the Company accompanying a Certificate of the Company stating that

no such CPUC Order is necessary to authorize such distribution.

Alterations and Amendments. The Trustee and the Company understand and

agree that modifications or amendments may be required to this Agreement

from time to time to effectuate the purposes of this Trust.

The CPUC by Order may direct the Company to amend, in whole or in part,

any or all of the provisions of this Agreement; provided that the CPUC
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2.11

shall not caﬁse the COmpaﬁy‘to'amend this Agreement if such action
would defeat the purpose of the Master Trust. The.Committee may also
amend this Aqreement thirty days after filing a copy of the proposed
amendment with the CPUC. No proposed amendment may be made if written
objections to the proposed amendment are filed within the thirty-day
period. Any party making written objections to a proposed amendment
shall serve the written objections with a certificate of service on the.
Company, the Committee, the Trustee, and the CPUC Staff on the same day
the written objections are filed with the CPUC. Any written objections
which cannot be settled shall be resolved in accordance with
Section 2.07. Proposed ;mendments filed with the CPUC shall include in
the transmittal letter a reference to the foregoing procedure for
making written objection to such proposed amendments. Notwifhstanding
anything herein to the contrary, no amendment which affects the
specific rights, duties, responsibilities, or liabilities of the
Trusteé, shall be made without its consent and no amendment shall be

effective prior to the Trustee receiving reasonable notice thereof.

No Authority to Conduct Business. The purpose of this Master Trust is

limited to the matters set forth in Section 1.03 above, specifically,
and there is no objective to carry on any business unrelated to the
Master Trust purposes set forth in Section 1.03 hereof, or divide the

gains therefrom.
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III

THE COMMITTEE

Members. The Committee shall consist of five (5) members. The members
shall be nominated by the management of the Company, and their
nomination shall be confirmed by the Board of Directors of the

Company. No more than two (2) of the members of the Committee shall be
employees, officers, or directors of the Company, or otherwise be
agents of the Company in any capacity except as members of the
Committee. The names of the nominees shall be furnished to the CPUC in
writing within ten (10) days of their nomination. The Company shall
furnish the CPUC with a resume of their background and qualifications.
The three (3) nominees who are not affiliated with the Company shallvbe
confirmed by the CPUC within 60 days of their submittal. For these
three nominees, the Company shall furnish to the CPUC a statement in
writing affirming that such nominees are not employees, officers,
directors, or otherwise agents of the Company and providing sufficient
additional information to determine the existence of any conflict or
potential conflict of interest. The three (3) nominees who are not
affiliated with the Company shall furnish the CPUC with a declaration
that the nominee has no financial or other interest that would conflict
with the discharge of their responsibilities as Committee members.
ownership of minor amounts of the Company's stock and/or being a
customer of the Company, and/or having routine business relationships,
such as providing normal banking services shall not be regarded as '

creating such a conflict or an agency relationship:
If at any time and for any reason there are insufficient members of the
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3.02

3.03

Committee not affiliated with the Company to permit the Committee to
obtain a quorum, the CPUC, at the request of the Company, may issue an
Order allowing the Committee to function for a limited pericd of time
with more than two (2) members who are employees, officers and/or
directors of the Company. Should the CPUC issue suchlan Order, it
shall prescribe in that Order the limited period of time during which
the Committee may be composed of more than two (2) members who are
officers, employees and/or directors of the Company, and it shali
prescribe é time by which the Company must submit the names of new
nominees for confirmation by the CPUC.‘ The Committee shall not
function with more than two (2) members who are officers, employees
and/or directors of the Company excepi,upon such Order of the CPQC. and

then only within the period of time prescribed in the Order of the CPUC.

gggg. The term of each member shall be five (5) years; however, any
member may be removed by the céUC for reasonable cause at any time.
The Company shall notify the Trustee and the Investment Manager(s) of
all appointments and replacements of Committee members in writing
signed by an Authorized Representative. Initial appointments of
Committee members may be for less than a five-year term in order to

establish staggered membership terms among the members of the Committee.

Acts of Committee. Each member of the Committee shall have one vote

and the Committee shall act by majority decision. It shall require a
minimum of four (4) members of the Committee to constitute a quorum in
order for the Committee to act. Votes of members of the Committee
shall be recorded on all matters voted on or decided by the Committee.

Full minutes of Committee meetings shall be maintained. The Committee




3.04

3.05

shall be subject to the jurisdiction of the CPUC.

Duties of Committee. The Committee shall direct and manage the Master
Trust and perform all duties attendant thereto, including the.
appointment of trustees and investment managers and the execution of
whatever contracts, agreements, or other documents it deems necessary
to manage and invest such assets. The Committee may retain the
services of such professional advisors, legal couhsel, and
administrative support as it deems necessary to carry out its
responsibilities hereunder. The reasonable fees and/or compensation of
any such assistance the Committee may desire to retain shall be

reqgarded as appropriate Master Trust administration expenses.

Committee Reports. The Committee shall evaluate the performance of the

Trﬁstee and Investment Manager(s) annually and submit a written report
to the CPUC. The réport shall be confidential and submitted to the
CPUC by the Company under the provisions of Section 583 of the Public
Utilities Code or applicable successor provision. The report shall

include, at a minimum:

(a) A finding, with supporting analysis, as to whether the current

Trustee and Investment Manager(s) should be retained or replaced;

(b) In the case where more than one investment manager is used, a

justification therefor;

(¢) The voting record of the Committee members and the minutes of all

Committee meetings; and




3.06

(d) Aan itemized accounting of the Master Trust administration expenses

and the basis therefor.

At least once every three years the Committee shéll evaluate potential
substitute trustees and investment managers and submit a report thereon
to the CPUC. The report shall be confidential and submitted to the
CPUC by the Company under the provisions of Section 583 of the Public
Utilities Code or applicable successor provision. This report may be
combined with the annual report described above, and shall include, at

a minimum:

(a) A description of the Committee's attempts to solicit proposals
from other firms. which can perform the trust and investment

management duties;

(b) An evaluation of at least three firms which could potentially

replace the current Trustee and/or Investment Manager(s); and

{(c) A Justification of the continued use of investment manager(s) on a
retainer basis, as opposed to the Trustee's employment of an "in

house” investment advisor.

The Committee shall not be required to solicit proposals to replace a

Trustee(s) or Investment Manager(s) who, in the judgment of the

Committee, are performing adequately and have served as a Trustee

and/or Investment Manager hereunder for less than three years.

Compensation. Each Committee member who is not an employee, officer,
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.07

director, or otherwise an agent of the Company shall be entitled to
reasonable fees and/or compensation for their services hereunder. At
the time a nominee's name 1is Eufnished to the CPUC, the Company shall
furnish to the CPUC a statement in writing setting forth all proposed
fee and/or compensation arrangements with such nominee. The fee and/or
compensation arrangements shall be subject to the approval of the

CPUC. 1If the fee and/or compensation arrangemeﬁts with any member
should be changed for any reason whatsocever, within ten (10) days of
such change, the Company shall furnish to the CPUC a statement in‘
writing fully describing the new fee and/or compensation arrangements,
and such changes shall be subject to the approval of the CPUC. Each
Committee member shall be reimbursed for all reasonable expenses
incurred in connection with the performance of his duties under this
Agreement. Fees and/or compensation paid to members of the Committee,
reasonable expenses of the members of the Committee, including premipms
for liability insurance if applicable, shali be regarded as>appropriate

Master Trust administration expenses.

Committee May Limit Trustee Actions. The Trustee shall not take any

act or participate in any transaction which would violate the terms and
conditions of any instructions provided by a Certificate of the
Committee so long as the terms agd conditions of the Certificate are

consistent with this Agreement.
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4.01

v

. TRUSTEES

Designation and Qualification of Successor Trustee(s). The Company by

this Agreement has appointed the corporate fiduciary named herein having
all ;equisite corporate powér and authority to act as the sole original
Trustee. The Trustee shalL act in accordance with the directions
provided to it by the Committee'under the terms of this Agreement. At
any time during the term of ‘this Trust, the Committee shall have the
right to remove the'Trustee_acting hereunder and appoint another
qualified corporation as a Successor Trustee upon thirty (30) days’
notice in writing to the Trustee, or upon such shorter notice as may be
acceptable to the Trustee. In the event that the Trustee or any
successor Trustee shall: (a) become insolvent or admit in writing its
insolvency; (b) be unabie or admit in writing its inability to pay its
debts as such debts mature; (c) make a general assignment for the
benefit of creditors; (d) have an involuntary petition in bankruptcy
filed against it; (e) commence a case under or otherwise seek to take
advantage of any bankruptcy; reorganization, insolvency, readjustment of
debt, dissolution or liquidation law, statute, or proceeding; or

(f) resign, the Trustee or Successor Trustee shall cease to act as a
fiduclary of this Master Trust and the Committee shall appoint a
Successor Trustee. In the event of any such removal or resignation,
the Trustee or Successor Trustee shall have the right to have its
accounts settled as provided in Section 4.05 hereof. Any successor to
the Committee, as provided herein, shall have the same right to remove

and to appoint any Trustee or Successor Trustee.
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.03

Any Successor Trustee shall qualify by a duly acknowledged acceptance
of this Master Trust, delivered to the Company, the Committee and the
CPUC. Upon acceptance of such appointment by the Successor Trustee,
the Trustee shall assign, transfer and pay over to such Successor

Trustee the monies and properties then constituting the Master Trust.
Aﬁy Successor Trustee shall hAQe all the rights, powers, duties and

obligations herein granted to the original Trustee.

If for any reason the Committee cannot or does not act in the event of
the fesignation or removal of the Trustee, as provided above, the
Trustee may apply to the CPUC for the appointment of a Successor
Trustee. Any expenses incurred by the Trustee in connection therewith
shall be deemed to be an expense of administration payable in

accordance with Section 6.0l hereof.

Resignation. The ?rustee or any Successor Trusiee hereof may resign and
be relleved as Trustee at any time without prior application to or
approval by or order of the CPUC or of any court by a duly acknowledged
instrument, which shall be delivered to the Company and the Committee
by the Trustee not less than sixty (60) days prior to the effective
date of the Trustee's resignation or upon such shorter notice as may be

acceptable to the Company and the Committee.

Compensation. The Trustee shall be entitled to compensation from the

Master Trust as follows:
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Fee Schedule
Base Fee: $500 per investment manager
Transaction Charge: 315 per transaction

Combined Asset Charge (applied to the total of all assets held by

the Trustee in the Company's nuclear decommissioning trusts):

20¢ per $1,000 on the first $50 million
12¢ per $1.000 on the next $150 million
7¢ per $1,000 on the next $100 million

S5¢ per 31,000 on the excess

This fee schedule is effective for the first six years from the date
assets are initially contributed to the Company's nuclear |
decommissioning Master Trust. Nothing herein shall preclude
renegotiation of the foregoing fee schedule due to significantly
changed circumstances, provided, however, that any change in the fee
schedule shall require the approval of the CPUC prior to becoming

effective.
Whenever the Trustee exercises its investment discretion as provided in

Article VII, it shall be entitled to compensation from the Master Trust

as follows:
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4.05

Investment Management

Fee Schedule

Combined Asset Charge (applied to the total market value of the assets

placed under the Trustee's investment discretion):

$1.00 per $1,000 on the first $50 million
$0.80 per $1,000 on the next $150 million

$0.70 per $1.000 on the excess

This fee schedule shall be effective through 1995 for all assets placed
under the Trustee's investment discretion prior to January 1, 1990.

The fee schedule for assets placed under the Trustee's investment
discretion on or after January 1, 1990 shall be subject to

renegotiation. The renegotiated fee schedule shall require the

‘approval of the CPUC prior to becoming effective.

Establish Fund Accounts. The Trustee shall maintain separate Fund

Accounts for each Fund established by this Agreement to account for
Decommissioning Contributions (or other contributions as described in
Section 2.02) made to each Fund, and all income and other increments to
each Fund, and disbursements from each Fund subject to the provisions

of Section 2.04 above.

Accounts. The Trustee shall present financial statements to the
Company and the Committee on a quarterly basis (within forty-five (45)
days following the close of each quarter), or at such other frequency

as the Committee shall from time to time require. The financial
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4.06

s:atemehts shall show the financial condition of the Master Trust,
including, without limitation, income and expenses of the Master Trust
for the period. The Trustee shall assume responsibility for employing
independent certified public accountants to audit the financial
statements not less frequently than énnually, subject to the provisions
contained in Section 6.05. The Company and the Committee shall have
the right to object to any of the Trustee's audited financial
statements. If either the Company or the Committee desires to object
to the Trustee's audited financial statements it shall deliver notice
of its objection to the Trustee in writing within three years from the
day the Trustee shall mail or deliver such audited financial statements
to the Company and the Committee. If no written objection is made
within that time, the presentation of the audited financial statements
to the Company and the Committee shall release and discharge the
Trustee with respect to all acts or omissions to the date of said
éudited financial statements; provided, however, that nothing containéd
herein shall be deemed to relieve the Trustee of any liability which

may be imposed pursuant to Section 4.07 hereof.

Tax Returns and Other Reports. The Trustee, the Committee and the

Company shall cooperate in the preparation of income or franchise tax
returns or other reports as may be required from time to time and,
subject to the limitations contained in Section 6.05, may employ
independent certified public accountants or other tax counsel to
prepare or review such returns and reports. The Trustee shall present
to the Company and the Committee on a monthly basis a report setting
forth all investménts purchased by the Investment Manager(s) during the

previous month. The Trustee shall advise the Company and the Committee
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if any of the investments, in the Trustee's opinion, may constitute a

violation of the restrictions on investment of trust assets outiined in

Section 7.02 hereof.

Liability. The Trustee shall be liable for the acts, omissions or
defaults of its own officers and employees. The Trustée shall not be
liable for the acts, omissions or defaults of its agents, provided any
such agents were selected with reasonable care and the performance and
status of the agent is monitored with reasonable care throughout the
duration of the agency relationship. The Trustee shall not be liable
for the failure or default of any bank or depositary, provided any such
bank or depositary was selected with reasonable care and its performance
and status is monitored with reasonable care. Except where the Trustee
exercises 1its investment discretion as provided in this Agreement, the
Trustee shall not be liable for the acts or omissions of any Investment
Manager(s) acting hereunder. éXcept as provided'in Section 4.05, the
Trustee shall not be liable in regard to the exercise or nonexercise of
any powers and discretions properly delegated pursuant to the

provisions of this Agreement.

Notwithstanding the foregoing, the Trustee (and not the Master Trust)
shall be liable for any losses, penalties or assessments flowing from
violation of the restrictions on the investment of trust assets as set
forth in Section 7.02 hereof where the decision to invest trust assets
in investments not meeting the restrictions outlined in Section 7.02
hereof was made by or was in the power and control of the Trustee as

provided in this Agreement.
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4.08

Pursuant to Section 6.08 of this Agreement, the Trustee is prohibited
from doing any act or knowingly engaging in any transaction that would
violate the terms and conditions of any instructions provided by
written Certificate of the Committee, or contravening any provision of
this Agreement. Upon receipt of a Certificate of the Committee giving
the Trustee notice of either (a) instructions of the Committee to the
Trustee, or (b) acts or transactions the Committee believes constitute
a violation by the Trustee of the provisions of this Agreement, the
Trustee shall follow the instructions of the Committee, and/or cease
and desist from the acts identified in the Certificate as violating the
provisions of this Agreement. To the extent the Trustee fails to
follow the instructions of the Committee, or continues with any act
identified in the Certificate as violating the provisions of this
Agreement, from the date of receipt of the Certificate providing the
instructions and/or notice of violation of the provisions of this
Agreement, the Trustee (aﬁd not the Master Trusf)'shall be liable for
all consequences flowing from any failure to follow the Committee's
instructions, and/or flowing from any violation by the Trustee of the
provisions of this Agreement. Notwithstanding the foregoing, the
Trustee (and not the Master Trust) shall be liable for all consequences
flowing from any violation by the Trustee of the provisions of this
Agreement, regardless of whether notice thereof was provided by the

Committee.

Indemnity of Trustee. The Trustee shall be held harmless from any and

all liability in acting in accordance with a proper Certificate or
Certification of the Company or the Committee.

/
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INVESTMENTS

Appointment of Investment Manaqer(s). The Committee may appoint one or

more Investment Managers to direct the investment of all or part of the
Master Trust. The Committee shall also have the right to remove any
such Investment Manager. The appointment of the Investment Manager(s)
shall be made in accordance with any procedures specified by the
Committee. The Committee shall provide notice of any such appointment
by Certification to the Trustee which shall specify the portion of the
Master Trust with respect to which the Investment Manager(s) has been
designated. The Investment Manager(s) shall certify in writing to the
Trustee that it is qualified to act in the capacity provided under the
Investment Manager Agreement, shall accept its appointment as such
Investment Manager(s), shall certify ﬁhe identity of the person or
persons authorized to give instructions or directions to thé Trustee on
its behalf, including specimen signatures, and shall undertake to
perform the duties imposed on it under the Investment Manager Agreement.
The Trustee may continue to rely upon all such certifications unless
otherwise notified in writing by the Committee or the Investment

Manager(s), as the case may be.

Direction by Investment Manager(s). Notwithstanding Section 7.04, the

Investment Manager(s) designated by the Committee to manage any portion
of the Master Trust shall have authority to manage, acquire, and
dispose of the assets of the Master Trust, or a portion thereof as the
case may be. The Investment Manager(s) is authorized to invest‘in the

securities specified in Section 7.02. The Investment Manager(s) shall
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have the power and authority, exercisable in its sole discretion at any
time, and from time to time, to issue and place orders for the purchase
or sale of portfolio securities dirgctly with qualified brokers or
dealers. The Trustee, upon proper notification from an Investment
Manager, shall execute and deliver in accordance with the appropriate
trading authorizations. written notification of the issuance of each
such authorization shall be given promptly to the Trustee by the
Investment Manager(s), and the Investment Manager(s) shall cause the
execution of such order to be confirmed in writing to the Trustee by
the broker or dealer. Such notification shall be proper authority for
the Trustee to pay for portfolio securities purchased against receipt
thereof and to deliver portfolio securities sold against payment

therefor, as the case may be.

The authority of the Investment Manager(s) and the terms and conditions
of thé appointment and reténtion of the Investment Manager(s) shall be
the responsibility solely of the Committee, and the Trustee shall not be
deemed to be a party to or to have any obligations under any agreement
with the Investment Manager(s). Any duty of supervision or review of
the acts, omissions or overall performance of the Investment Manager(s),
shall be the exclusive responsibility of the Committee, and except as
provided in Section 4.06 herein, the Trustee shall have no duty to
review any securities or other assets purchased by the Investment
Manager(s), or to make suggestions to the Investment Manager(s) or to
the Committee with respect to the exercise or nonexercise of any power

by the Investment Manager(s).

. Unless the Trustee participates knowingly in, or knowingly undertakes to
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conceal an act or omission of an Investment Manager(s) knowing such act
or §mission to be a breach of the fiduciary responsibility of the
Investment Manager(s), the Trustee shall be under no liability for any
loss of any kind which may result by reason of any action taken by it
in accordance with any direction of the Investment Manager(s). In any
event, the Trustee shall be under no liability for any loss of any kind
by reason of changes in value of the investments purchased, sold, or
retained by the Investment Manager(s), nor for the risk or
diversification of the portfolio, nor for the turnover of the
investments, nor for any other aspect of a portfolio for which an
Investment Manager(s) has béen appointed.

/

/
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VI

. TRUSTEE'S GENERAL POWERS

The Trustee shall have, with respect to the Master Trust, the following
powers, all of which powers are fiduciary powers to be exercised in a
fiduciary capacity and in the best interests of this Master Trust and the
beneficiaries thereof, and which are to be exercised as the Trustee, acting in
such fiduciary capacity, in its discretion, shall determine and, éxcept as
otherwise provided, which are intended in no way to limit the powers of the

office, namely:

6.01 ~ payment of Expenses of Administration. To pay all ordinary and

necessary expenses and other incidental costs including, but not
limited to, Investment Manager(s) fees and Committee member(s) fees,
. the fees and/or compensation of any professional advisors, lega_l
| | couhsei or administrative support hired by-tﬁe Committee as provided in
Section 3.04, expenses and insurance policy premiums as provided in
Section 3.06, incurred in connection with this Master Trust or the
Master Trust in the discharge of the Trustee's fiduciary obligations

under this Agreement.

6.02 Extension of Obligations and Neqotiation of Claims. To renew or extend

the time of payment of any obligation, secured or unsecured, payéble to
or by this Trust, for as long a period or periods of time and on such
terms as the Trustee shall determine, and to adjust, settle, compromise,
and arbitrate claims or demands in favor of or against this Trust,
including claims for taxes, upon such terms as the Trustee may deem

‘ advisable, subject to the procedures contained in Section 2.0l.
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6.03

6.04

6.05

6.06

6.07

6.08

Registration of Securities. To hold any stocks, bonds, securities,

and/or other property in the name of a nominee, in a street name, or by

other title-holding device, without'indication of trust.

Location of Assets. To keep any property belonging to the Master Trust

at any place in the United States.

Retention of Professional Serviéeg. To execute any of the powers hereof

and perform the dutles required of it hereunder by or through its

employees, agents, attorneys, or receivers.

Delegation of Ministerial Powers. To delegate to other persons such

ministerial powers and duties as the Trustee may deem to be .advisable.

Powers of Trustee to Continue Until Final Distribution. To exercise any
of such powers after the date.on which the principal and‘income of the
Master Trust shall have become distributablé and until such time as the
entire principal of, and income from, the Master Trust shall have been
actually distributed by the Trustee. It is intended that distribution
of the Master Trust will occur as soon as possible upon termination of
the Trust, subject, however, to the limitations contained in

Sections 2.08 and 2.09 hereof.

Discretion in Exercise of Powers. To do any and all other acts which

the Trustee shall deem proper to effectuate the powers specifically
conferred upon it by this Master Trust Agreement, provided, however,
that the Trustee may not do any act or participate in any transaction

which would:
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(1) Contravene any provision of this Agreement; or

(2) Violate the terms and conditions of any instructions provided by
written Certificate by the Committee. |
| /
/

/
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VII

TRUSTEE'S INVESTMENT POWERS

The Trustee recognizes the authority of the Investment Manager(s) to manage,
invest, and reinvest the assets of the Master Trust pursuant to the Investment
Manager Agreement and as provided in Section 5.02 of this Agreement, and the
Trustee agrees to cooperate with the Investment Manager(s) as deemed necessar:
to accomplish these tasks. Notwithstanding the foregoing, the Trustee shall
without the written authorization of the Committee invest cash balances in an
investment account on a daily basis to the extent reasonable. Upon the
written authorization of the Committee from time to time, the Trustee shall
have the following investment powers, all of which are fiducliary powers to be
executed in a fiduciary capacity and in the best interest of this Master Trus .
and the beneficiaries thereof, and which are to be exercised by the Trustee 1i.

its discretion, acting in such fiduciary capacity:

7.01 Preservation of Principal. The Trustee in its exercise of investment

discretion as authorized by the Committee shall hold, manage, and
invest the assets of this Master Trust in a manner designed to maximiz
and preserve the income and principal of this Master Trust for the

purposes of this Trust, except as provided in Sections 7.02 and 7.03.

7.02 Investment of Funds. To invest and reinvest all or any part of the

Funds, including any undistributed income therefrom, in:

(1) Public debt securities of the United States, obligations of a
state or local government that are not in default as to principal
or interest, or time or demand deposits in a bank or insured
credit union;
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(2) Guaranteed investment contracts, high-quality corporate bonds and
equity securities as established by written gquidelines of the
. Committee which shall be provided to the Trustee from time to
time, and other securities quaranteed or secured by the U. s.
government; provided however, that investments in high quality
equity securities shall not exceed 60% of the Master Trust's fair

market value;

(3) Such other investments authorized by the CPUC as the Committee so

notifies the Trustee by Certification: or

(4) An investment fund whose underlying assets include the investments

permitted in (1), (2) and (3) above.

The Trustee shall also have power to make loans of Master Trust

‘ | securities to brokers, dealers and financial institutions provided that
cash or other collateral having a market value of at least 102% of the
market value of the securities loaned is deposited by the borrower with
the Trustee and is maintained at a minimum of 100% of the market value
of the loaned securities for each day the securities loan remains

outstanding.

In all cases, however, the total investments must be sufficiently liquid
to enable the Master Trust to fulfill the purposes of the Master Trust
and to satisfy obligations as they become due. Nothing in this
Section 7.02 shall be construed as authorizing the Trustee toicarry on

any business or to divide the gains therefrom.
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7.03

7.04

Management of Master Trust. To sell, exchange, partition, or otherwise

dispose of all or any part of the Master Trust at public or private
sale, without prior application to, or approval by, or order of any
court, upon such terms and in such manner and at such prices as the

Trustee shall determine; to modify, renew or extend bonds, notes or

‘other obligations or any installment of principal thereof or any

interest due thereon and to waive any defaults in the performance of
the terms and conditions thereof; and to execute and deliver any and
all bills of sale, assignments, bonds or other instruments in
connection with these powers, all at such times, in such manner and
upon such terms and conditions as the Trustee may deem expedient to
accomplish the purposes of this Master Trust as set forth in

Section 1.03.

Notwithstanding anything contained in this Agreement to the contrary,
the Trustee may not authorize or carry out any investment which would
violate the restrictions on investment of trust assets as set forth in

Section 7.02 herein.

Disposition of Investments. When required to make any payments under

Sections 2.0l or 6.01 hereof, the Trustee shall sell investments at the
best price reasonably obtainable, or present investments for prepayment,
but only upon written direction from the Committee. The Trustee shall
have no liability, except for its negligence or willful misconduct,

with respect to any sale or prepayment of an investment directed by the

Committee or an Investment Manager or made by an Investment Manager

through a broker-dealer.




VIII

. MISCELLANEOUS

8.01 Headings. The section headings set forth in this Agreement and the
Table of Contents are inserted for convenience of reference only and |
shall be disregarded in the construction or interpretation of any of the

provisions of this Agreement.

8.02 Pparticular Words. Any word contained in the text of this Agreement

shall be read as the singular or plural and as the masculine, feminine,
or neuter as may be applicable or permissible in the particular context.
Unless otherwise épecifically stated, the word "person” shall be taken
to mean and include an individual, partnership, association, trust,

company, or corporation.

8.03 Partiles Interested Herein. Nothing expressed or implied in this

Agreement is intended or shall be construed to confer upon, or to give
to, any person or corporation, other than the Company, the Committee,
the Trustee and the CPUC any riéht. remedy or claim under or by reason
of this Agreement, or any covenant, condition or stipulation contained
herein. The Cthany shall be entitled to receive payments for
Décommissioning Costs and administrative expenses of the Master Trust
which the Company may incur in carrying out the purpose set forth in
Section 1.03 of this Agreement. It is intended by all parties hereto
that the Company's Ratepayers, who shall be represented solely by the
CPUC, be the ultimate beneficilary of this Agreement in that the
decommissioning activities contemplated by this Agreement, which are to

. be performed by the Company, will inure to the benefit of the Company's
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8.04

8.05

8.06

Ratepayers and the General Public.

Severability of Provisions. If any provision of this Agreement or its

application to any person or entity or in any circumstances shall be
invalid and unenforceable, the application of such provision to persons
and in circumstances other than those as to which it is invalid or
unenforceable and the other provisions of this Agreement, shall not be

affected by such invalidity or unenforceability.

Form and Content of Communications. The names of any person authorized

to act on behalf of the Company and/or the Committee shall be
certified, with the specimen signature of such person, to the Trustee
by the Company and the Committee. Until appropriate written evidence
to the contrary 1s received by the Trustee, it shall be fully protected
in relying upon or acting in accordance with any writ;en notice,
instruction, direction, certificate, resolution, or other communication
believed ﬁy it to be genuine and to be signed and/or certified by any
proper person, and the Trustee shall be under no duty to make any
investigation or inquiry as to the truth or accuracy of any statement
contained therein. Until notified in writing to the contrary, the
Trustee shall have the right to assume that there has been no change in
the identity or authority of any person previously certified to it

hereunder.

Delivery of Notices Under Agreement. Any notice required by this

Agreement to be given to the Company or the Trustee shall be deemed to
have been properly given when mailed, postage prepaid, by registered or

certified mail, to the person to be notified as set forth below:
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If to the Company:

SOUTHERN CALIFORNIA EDISON COMPANY
'II’ P.O. Box 800

2244 valnut Grove Avenue
| Rosemead. California 91770

Attention: Nuclear Facilities Decommissioning
Trust Committee

If to the Trustee:

Harris Trust and Savings Bank
111 West Monroe Street

P.O. Box 755

Chicago, Illinois 60690

Attention: Southern California Edison Company
Nuclear Facilities Decommissioning
Master Trust(s)

If to the CPUC:

California Public utilities Commission

505 van Ness Avenue, Room 5025

san Francisco, California 94102

.» ' Attention: Executive Director

| If to the CPUC sStaff:

California Public uUtilities Commission
505 van Ness Avenue, Room
san Francisco, California 94102

Attention: Director of the Commission's
Evaluation and Compliance Division
(or its successor division)
The Company or the Trustee may change that address by delivering notice

thereof in writing to the other party.
8.07 Successors_and Assigns. Subject to the provisions of Sections 2.06 and

4.01, this Agreement shall be binding upon and inure to the benefit of

the Company, the Trustee and their respective successors, assigns,
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8

.08

8.09

8.

8.

10

11

personal representatives,'executors and heirs.

Governing Jurisdiction. This Master Trust is a California trust and
all questions pertaining'to its validity, construction, and
administration shall be determined in accordance with the laws of the
State of California as if executed in and to be wholly performed within

the State of California.

Accounting Year. The Master Trust shall operate on an accounting year

which coincides with the calendar year, January 1 through December 31.

Counterparts. This Agreement may be executed in any number of

counterparts, each of which shall be an original, with the same effect

as if the signatures thereto and hereto were upon the same instrument.

Disbursement/Withdrawal Certificate. No provision of this Agreement

shall be construed or applied so as to require the preparation of a
Disbursement Certificate or a Withdrawal Certificate to authorize the
payment of compensation to the Trustee under Section 4.03 or of the

expenses of administration under Section 6.0l.

/

/




8.12 Approval. This agreement shall be effective when approved by the cpuc

and signed by all parties.

IN WITNESS WHEREOF, the Company and the Trustee have set their

hands and seals to this Agreement as of the day and year first above written.

g

Attest: 4@ /"”/;>
Title: ;// 7 (;/

SOuU N CALIFORNIA E N COMPANY

el R 10 FORM: By <;j >
o oY le: ¢ :
?; Pl £xéc. V.P. | J
A attornay Attése: _ ./
et Title: SEC
- Nev. 2419;2—- , / v

-mnli?\s'r AND SAVINGS %
17 .
BY 19 . y / -

Title: ¢ Vice ,US,JIQ.,.T
Attest: /FC(L (( )AC—I#(/

Title:

Ty \Hg( ""
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Exhibit A

DISBURSEMENT CERTIFICATE

The undersigned, being Authorized Representatives of Southern
california Edison Company (“Company"), a California corporation, and, in such
capacity, being authorized and empowered to execute and deliver this
certificate, hereby certifies to the Trustee of the Southern California Edison
Company Nuclear Facilities Nonqualified CPUC Decommissioning Master Trust for
San Onofre and Palo Verde Nuclear Generating Stations, pursuant to
Section 2.01 of that certain Master Trust Agreement, dated R
1987, between the Trustee and Company as follows:

(1) there is due and owing to each payee ("Payees") [all]-or-{a
portion of] the invoiced cost to the Company for goods or services
provided in connection with the decommissioning of [SONGS/Palo Verde]
as evidenced by the Invoice Schedule (with supporting exhibits)
attached as Exhibit 1 hereto;

(2) all such amounts due and owing to the Payees constitute
Decommissioning Costs; and

- (3) all conditions precedent to the making of this withdrawal and
disbursement set forth in any agreement between such Payee and the
Company have been fulfilled.

T T"Rccordingly, you are hereby authorized to withdraw $ from

the [SONGS Unit No. 1/SONGS Unit No. 2/SONGS Unit No. 3/ Palo Verde Unit

No. 1/Palo Verde Unit No. 2/Palo Verde Unit No. 3] Nonqualified Fund of the
Master Trust in order to permit payment of such sum to be made to Payees for
such purpose. You are further authorized to disburse such sum, once
withdrawn, directly to such Payees in the following manner: [DESCRIBE: JOINT
PAYEE CHECK, WIRE TRANSFER, ETC.] on or before , 19

Executed this day of ,» 19

By

Authorized Representative

By

Authorized Representative
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Exhibit B

WITHDRAWAL CERTIFICATE

The undersigned Authorized Representatives of Southern California
Edison Company (“Company"), a California corporation, and
a corporation and, in such capacity, being duly authorized and
empowered to execute and deliver this certificate, hereby certify to the
Trustee of the Southern California Edison Company Nuclear Facilities
Nonqualified CPUC Decommissioning Master Trust for San Onofre and Palo Verde
Nuclear Generating Stations, pursuant to Section 2.0l of that certain Master
Trust Agreement, dated ,» 1987, as follows:

(1) there is due and owing to the Company [all] or [a portion of]
the invoiced cost to the Company for goods or services provided in
connection with the decommissioning of [SONGS/Palo Verde] as
evidenced by the Invoice Schedule with supporting exhibits attached
as Exhibit 1 hereto;

(2)  a11 such amounts have been paid by the Company and constitute
Decommissioning Costs; and

(3) all conditions precedent to the making of this withdrawal and
disbursement and the payment by the Company of the Decommissioning
Costs set forth in any agreement between such payee of the Company
and the Company have been fulfilled.

Accordingly, you are hereby authorized to withdraw $ ___ from
the [SONGS Unit No. 1/SONGS Unit No. 2/SONGS Unit No. 3/ Palo Verde Unit
No. 1/Palo Verde Unit No. 2/Palo Verde Unit No. 3] Nonqualified Fund of the
Master Trust in order to permit payment of such sum to be made to the Company
for such purpose. You are further authorized to disburse such sum, once
withdrawn, directly to the Company in the following manner: [DESCRIBE:
CHECK, WIRE TRANSFER,.ETC.] on or before s 19__.

Executed this day of » 19

SOUTHERN CALIFORNIA EDISON COMPANY

By

Authorized Representative

By

Authorized Representative
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Amendment No, 1 To The Nonqualified
. CPUC Master Tru Agreement

1. Southern California Edison Company ("Edison") hereby amends
Article 6.01 of its Non-tax Qualified Nuclear
Decommissioning Trust to allow for reimbursement from the
Trustee of the trust, Harris Trust and Savings Bank, for the
taxes Edison must pay on the Nonqualified Trust earnings.

2. Article 6.01 is hereby amended as follows:
Page Amendment (Additions are italicized)
34 Shown as:

6.01 Payment of Expenses of Administration. To pay

all ordinary and necessary expenses and other
incidental costs including, but not limited to,
Investment Manager(s) fees and Committee
member(s) fees, the fees and/or compensation of
any professional advisors, legal counsel or
administrative support hired by the Committee as
provided in Section 3.04, expenses and insurance
policy premiums as provided in Section 3.06,
incurred in connection with this Master Trust or
the Master Trust in the discharge of the
Trustee's fiduciary obligations under this
Agreement.

‘ Amended to:

6.01 Payment of Expenses of Administration. To pay
all ordinary and necessary expenses and other
incidental costs including, but not limited to,
Investment Manager(s) fees and Committee
member(s) fees, reimbursement to the Company for taxes
paid on trust earnings, the fees and/or compensation
of any professional advisors, legal counsel or
administrative support hired by the Committee as
provided in Section 3.04, expenses and insurance
policy premlums as provided in Section 3.06,
incurred in connection with this Master Trust or
the Master Trust in the discharge of the
Trustee's fiduciary obligations under this
Agreement.

3. This amendment shall be effective as of November 25, 1987,
the date the Non-tax Qualified Nuclear Decommissioning Trust
was originally executed.




4.

Dated:

February

IN WITNESS WHEREOF, Edison, the Trustee, and the California
Public Utilities Commission have set their hands and seals to
this Amendment as of the day and year below written.

- CALIFORNIA PUBLIC UTILITIES COMMISSION

J\( XM

Vf&éoerels§6r 7 N
Executive Director

SOUTHERN CALIFORNIA EDISON COMPANY

Ny /' g“‘ {/
By: ‘ R : SRR
/ John E. Bryson J

. Executive Vice President

e

.Atte§$s zé’ //] ’ﬁ\-f"

Jenn fer Moran
-qup rate Secretary

/

P/
HARRIS TRUST AND SAVINGS BANK

[ CL,ef}— Cl ")/U’uq \LC\P

Katherine A. Freytag
Assistant Vice President

,/ :
Attest:\:kgﬂd&A~i>J\_u(b¢~bhtvu

Assistant Secretary




ENCLOSURE 3.C
(SDG&E Encl. 2.B.i.a)
(Applicable to SONGS 1, 2, and 3)

SAN DIEGO GAS & ELECTRIC COMPANY -

NUCLEAR FACILITIES QUALIFIED CPUC DECOMMISSIONING MASTER
TRUST AGREEMENT FOR SAN ONOFRE NUCLEAR GENERATING STATIONS
NUCLEAR GENERATING STATIONS
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NUCLEAR FACILITIES QUALIFIED CPUC DECOMMISSIONING

MASTER TRUST AGREEMENT

AGREEMENT made this 2" day of Depwndizn  , 1987, by

and between San Diego Gas & Electric Company, a California-
corporation ("Company"), and Harris Trust and Savings Bank, an

Illinois banking corporation having trust powers ("Trustee").

WHEREAS, the Company is the ownerlof: (1) a 20 percent
undivided interest in Unit One of the San Onofre Nuclear Generating.
Station ("SONGS Unit No. 1"); (2) a 20 percent undivided interest
in Unit Two of the San Onofre Nuclear Generating Station ("SONGS
Unit No. 2"); and (3) a 20 percent undivided interest in Unit Three
of the San Onofre Nuclear Generating Station ("SONGS Unit No. 3");:

and

WHEREAS, the Company is subject to regqgulation by the
California Public Utilities Commission ("CPUC"), an agency of the
State of Célifornia created and existing pursuant to California
Constitution Article XII, § 1, and by the Nuclear Regulatory
Commission ("NRC"), an agency of the United States government.

created and existing pursuant to 42 U.S.C. § 5841; and

WHEREAS, pursuant to Section 468A of the Internal Revenue
Code of 1986, 26 U.S.C. § 1 et seq., certain Federal income tax

benefits are available to the Company by creating and funding



.
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qualified decommissioning funds associated with the San Onofre

Nuclear Generating Station ("SONGS"); and

WHEREAS, the CPUC has permitted the Company to include in
its cost of service for ratemaking purposes certain amounts to be
contributed by the Company to qualified decommissioning funds in
order to provide adequate monies for the Company's share of decohe

missioning costs with respect to SONGS:

NOW, THEREFORE, in consideration of the mutual promises
herein contained, the Company hereby agrees to deliver to the
Trustee and the Trustee hereby agrees to receive the initial
contribution of monies to the Master Trust on or before

, 1987; and

TO HAVE AND HOLD, such monies and such additional monies
as may from time to time be added thereto as provided herein,
together with the proceeds and reinvestments thereof (hereinafter

collectively called the "Master Trust") unto the Trustee;

IN TRUST NEVERTHELESS, for the uses and purposes and upon

the terms and conditions hereinafter set forth:



.
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DEFINITIONS, PURPOSE, AND NAME

1.01 Definitions. As used in this Decommissioning Master Trust

Agreement, the following terms shall have the following

meanings:

(1)

(2)

(3)

(4)

"Act" shall mean the Uniform Principal and Income Act
from time to time in effect in the State of California,
and on the date hereof set forth in California Probate

Code § 16300 et seq.

"Agreement"” shall mean and include this Decommissioning

‘Master Trust Agreement as the same may from time to time

be amended, modified, or supplemented.

"Authorized Representative" shall mean, with respect to-
the Company, the Chief Executive Officer, President,
Treasurer, or any Vice President of the Company; and with
respect to the Committee, the members of the Committee,

or any other person designated as an Authorized

- Representative of the Committee by a Certificate filed

with the Trustee.

"Board of Directors" shall mean the Board of Directors of

the Company, as duly elected from time to time.



(5)

(6)

(7)

(8)

(9)

(10)

."' ) N ",

"Certificate” or "Certification" shall mean a written
Certificate signed by two Authorized Representatives of
the Company for a Certificate of the Company, or two
Authorized Representatives of the Committee for a Certif-

icate of the Committee.

"Code" shall mean the Internal Revenue Code of 1986, as

the same may be amended from time to time.

"Committee" shall mean the Nuclear Facilities Decommis-
sioning Master Trust Committee established pursuant to

Article III.

"CPUC" shall mean the California Public Utilities Commis-
sion, as defined and set forth in Section I of Arti-

cle XII of the California Constitution, or its successor.

"CPUC Order" shall mean an order or resolution issued by
the CPUC after the Company, the Committee, the CPUC
Staff, the Trustee, and other interested parties have
been given notice and an opportunity to be heard. The
order may be issued with or without hearing or by the

CPUC Advice Letter procedure or comparable procedure.

"Decommissioning Contributions” shall mean all amounts

for decommissioning expenses of the Plants reflected in

the Company's addpted annualized cost of service in and




(11)

(12)

.' ' | (13)

(14)

(15)

' and all disbursements from each Fund.

o 0 "

for the CPUC jurisdiction and contributed to the Funds

for decommissioning expenses of the Plants.

"Decommissioning Costs" shall mean the costs incurred in

decommissioning the Plants, to the extent that such costs
may be paid out of the Funds pursuant to Section 468A of
the Code, and any regulations or rulings of the Service

issued thereunder.

"Disbursement Certificate" shall mean a document properly
completed and executed by two Authorized Representatives

of the Company and substantially in the form of Exhibit A

hereto.

"Excess Contribution" shall have the meaning set forth in

Section 2.03 hereof.

"Funds" shall mean the SONGS Unit No. 1 Qualified Furd,
the SONGS Unit No. 2 Qualified Fund, and the SONGS Unit

No. 3 Qualified Fund, collectively.

"Fund Account"” shall mean a separate account established

by this Agreement and maintained by the_Trustee for each
Fund to account for all Decommissioning Contributions (or
other contributions as described in Section 2.02) made to

each Fund, all income and other increments to each Fund




. ' (16) "Final Disbursements” shall have the meaning set forth in

Section 2.01(6) hereof.

(17) "Interim Disbursements" shall have the meaning set forth

in Section 2.01(5) hereof.

(18) “Investment Manager (s)" shall mean the fiduciary

specified in the Investment Manager Agreement(s):

(2) Which has been retained by the Committee to manage,
acquire, or dispose of any asset belonging to the

Master Trust; and

‘ (b) Which is:

(i) registered as an investment adviser under the

Investment Advisers Act of 1940, or
(ii) a bank, as defined in that Act, or

(iii) an insurance company gqualified to perform
services described in subsection (a) above,

under the laws of more than one state, and

(c) Which has acknowledged, in writing, that it is a
fiduciary with respect to the Master Trust, that it

is qualified to act under subsection (b) above, and



(19)

(20)

(21)

(22)

(23)

(24)

(25)

has agreed to be bound by all of the terms, provi-

sions, and covenants of this Agreement.

"Investment Manager Agreement (s)" shall mean the

agreement (s) between the Committee and an investment
manager (s) selected by the Committee which agreement
governs the management of the assets of the Master Trust

and is confirmed by the CPUC.
"Master Trust" shall consist of all contributions to any
Fund together with investments and reinvestments thereof

and any income earnings and appreciation thereon.

"Plants" shall mean the San Onofre Nuclear Generating

Station Unit Nos. 1, 2 and 3, collectively.

"Ratepayers" shall mean those customers of the Company

receiving electric service in accordance with CPUC

approved tariff schedules.

"Schedule of Ruling Amounts" shall have the meaning set

forth in Section 468A(d) of the Code.

"Service" shall mean the Internal Revenue Service.

"SONGS Unit No. 1" shall mean Unit One of the San Onofre

Nuclear Generating Station.

-8~



(26)

(27)

(28)

(29)

(30)

(31)

A

‘"SONGS Unif No. 1 Qualified Fund”" shall mean the Fund

established and maintained under the Master Trust for

decommissioning SONGS Unit No. 1 to which monies are -
contributed subject to the conditions and limitations of

Section 468A of the Code.

"SONGS Unit No. 2" shall mean Unit Two of the San Onofre

Nuclear Generating Station.

"SONGS Unit No. 2 Qualified Fund" shall mean the Fund

established and maintained under the Master Trust for
decommissioning SONGS Unit No. 2 to which monies are
contributed subject to the conditions and limitations of

Section 468A of the Code.

"SONGS Units No. 3" shall mean Unit Three of the San

Onofre Nuclear Generating Station.

"SONGS Unit No. 3 Qualified Fund" shall mean the Fund
established and maintained for decommissioning SONGS Unit
No. 3 to which monies are contributed subject to the

conditions and limitations of Section 468A of the Code.

"Trustee" shall have the meaning set forth in the first

paragraph of this Agreement.

"Units" shall mean SONGS Unit No. 1, SONGS Unit No. 2

’




1.02

1.03

1.04

Ay

and SONGS Unit No. 3, collectively.

(33) "wWithdrawal Certificate" shall mean a document properly
completed and executed by two Authorized Representatives
of the Company and substantially in the form of Exhibit B

hereto.

Authorization. The Trustee and the Company hereby represent

and warrant that each has full legal authority and is duly
empowered to enter into this Agreement, and has taken all
action necessary to authorize the execution of this Agreement

by the officers and persons signing it.

Master Trust Purpose. The exclusive purposes of this Master

Trust are to provide monies for the decommissioning of the
Plants; and to constitute qualified nuclear decommissioning
funds for the Units within the meaning of Section 468A of the
Code, any applicable successor provision and the regulations

thereunder.

Establishment of Master Trust. By execution of this Agree-

‘ment, the Company:

(a) establishes the Master Trust which shall consist of such
Décommissioning Contributions (or other contributions as
described in Section 2.02) as may be delivered to the Trustee

by the Company for the Funds. The Master Trust also shall
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include additional Decommissioning Contributions (or other

contributions as described in Section 2.02), investments and

reinvestments thereof, and earnings and appreciation thereon;

(b) establishes the Funds, each of which shall constitute a
trust consisting of such Decommissioning Contributions (or
other contributions as described in Section 2.02) as may be
delivered'to-the Trustee by the Company designated for sﬁch
Fund. Each Fund shall also include additional Decommissioning
Contributions (or other contributions as described in Sec-
tion 2.02) designated for such Fund, together with investments

and reinvestments thereon; and

(c) appoints Harris Trust and Savings Bank as Trustee of the

Master Trust and each of the Funds.

Name of Master Trust. The monies received by the Trustee from

the Company (together with any additional monies contributed
by the Company and the proceeds and reinvestments thereof)
shall constitute the "San Diego Gas & Electric Company Nuclear
Facilities Qualified CPUC Decommissioning Master Trust for San

Onofre Nuclear Generating Stations."
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II

DISPOSITIVE PROVISIONS

After payment of the expenses described in Section 6.01 hereof, the

Trustee shall distribute the Master Trust as follows:

2.01 Payment of Nuclear Decommissioning Costs. ' The Trustee shall

make payments of the Decommissioning Costs in. accordance with

the following procedures:

(1)

(2)

Authorized Representative. The Committee shall'promptly
notify the Trustee of the selection and appointment of
any Authorized Representative of the Committee. The
Trustee shall have no duty to inquire_into or investigate
the continued authority of such person to act as the
Authorized Representative. The Cémmittee shall provide
the Trustee with written notice of the termination of any

Authorized Representative's authority.

Disbursements to Third Parties. Requests for payments of

Decommissioning Costs to any person (other than the
Company) for goods provided or labor or other services
rendered to the Company in connectioﬁ with the decommis-
sioning of the Plants shall be submitted to the Trustee

on a Disbursement Certificate.
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(3)

(4)

o .

Reimbursement to the Company. Requests for payments to

the Company in reimbursement of Decommissioning Costs
actually incurred by the Company and paid by the Company
to any other person shall be submitted to the Trustee on

a Withdrawal Certificate.

Payment of Decommissioning Costs. The Trustee shall pay

Decommissioning Costs when a Disbursement Certificate or
Withdrawal Certificate is filed with the Trustee, showing

with respect to each withdrawal of money:

(a) the name and address of the person or entity to whom

'payment is due (which may be theICompany);
(b) the amount of money to be paid;

(c) the purpose for which the obligation to be paid was

incurred; and

(d) a CPUC Order authorizing either Interim Disburse-
ments or Final Disbursements. A copy of such order
shall accompany the Disbursement Certificate or

Withdrawal Certificate.

Each Disbursement Certificate or Withdrawal Certificate must

certify that the expenses to be paid constitute



i

Decommissioning Costs and shall provide satisfactory evidence

' to the Trustee of same.

(5)

(6)

Interim Disbursements. The estimated costs and schedule

for decommissioning each of the Plants shall be reviewed
periodically and updated when the revenue requirement for
decommissioning is reviewed by the CPUC in the Company's
general rate cases. Two yeafs prior to the time decom-
missioning of a Plant or Plants is estimated to begin,
the Company shall apply for CPUC approval of the estimat-
ed cost and schedule for decommissioning each Plant.
Upon the occurrence of changed circumstances, the Company
may apply to the CPUC for amendments to the estimated
cost and schedule for decommissioning each plant. Upon
approval of the cost and schedule for decommissioning
each Plant or Plants, the CPUC shall authorize Interim
Disbursements from the applicable  Fund to pay
Decommissioning Costs. Interim Disbursements shall be
limited to 90% of the forecast of Decommissioning Costs

apprerd by the CPUC. Final payment from the applicable

Fund for all Decommissioning costs shall be made pursuant-

to Section 2.01(6).

Final Disbursements. The Company shall apply for and

acquire CPUC approval of the estimated final cost for
decommissioning each Plant or Plants. Such application

shall be made one year in advance of the time the Company
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esﬁimates use of funds exceeding 90% of the forecas£ of
Decommissioning Costs approved by the CPUC will be
required. Upon approval of the final cost of decommis-
sioning each Plant, the CPUC shall authorize Final
Disbursements from the applicable Fund to pay
Decommissioning Costs. The Trustee shall make a Final
Disbursement ~when a CPUC Order and a Disbursement

Certificate or Withdrawal Certificate is filed with the

Trustee to show:

(a) the name and address of the person or entity to whom
payment is due, including reimbursement to the
Company;

(b) the amount of money to be paid; and

(c) the purpose for which the obligation to be paid was

incurred.

2.02 Additions to Master Trust. From time to time after the

initial contribution to the Master Trust and prior to the
termination of this Trust, the Company may make, and the
Trustee shall accept, additional contributions of money to the
Master Trust to satisfy the purpose of this Master Trust as
set forth in Section 1.03, which contributions may be made to

the applicable Fund Account (s).
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2.03

.
‘ ¢

Adjustments for Excess Contributions. The Trustee and the

Company understand and agree that the contributions made by
the Company to any of the Funds from time to time may exceed

the amount permitted to be paid into such fund(s) pursuant to

. Section 468A of the Code and any regulations thereunder based

upon changes in estimates, subsequent developments, or any
other event or occurrence which could not reasonably have been
foreseen by the Company at the time such contribution was made
(Excess Contribution). Upon Certification of the Company,
setting forth the amount of the Excess Contribution, the
amount of any Excess Contribution (together with any income
accrued thereon) shall be paid to the person or persons

specified by the Company in a Certification to the Trustee.

No Transfers Between Fund Accounts. The Trustee and the

Company further understand and agree ﬁhat it is of the essence
that no transfer of monies is to occur between Fund Accounts
except when explicitly indicated by Certificate of the Company
that sﬁch transfer is necessary to effectuate the purposes of
this Master Trust and is not contrary to the requirements of

Section 468A of the Code.

Designation of Funds. Upon: (a) the initial contribution to

the Master Trust; (b) any withdrawal from the Master Trust for
Decommissioning Costs pursuant .to Section 2.01 or for adminis-
trative expense pursuant to Section 6.01; (c) any addition to

the Master Trust pursuant to Section 2.02; or (d) any
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adjustment to the Funds pursuant to Section 2.03, the Cbmpany
shall - designate, by Certificate, the appropriate Fund
Accouht(s) which are to be credited or debited by such
contribution, withdrawal, addition, or adjustment, and the
-. Trustee shall qredit or debit the appropriate Fund Account (s)

in accordance with such designation.

2.06 Distribution of Income.

(1) Generally. The Trustee shall not be precluded from
pooling Decommissioning Contributions (or other contribu-
tions as described in Section 2.02) with respect to each
of the Fund Accounts for investment purposés, and may
treat each Fund Account's Decommissioning Contributions
(or other contributions as described in Section 2.02) as
having received or accrued a ratable portion of the

Master Trust income in any year.

(2) Principal and Income. All gquestions relating to the

ascertainment of income and principal and the allocation
of receipts and disbursements between income and princi-
pal shall be resolved by the Trustee in accordance with

the terms of the Act.

(3) Income on Current Collections. As of the end of each

accounting period of the Trust, the income of the Master
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2.07

Trust shall, for purposes of all subsequent accounting

periods, be treated as Master Trust principal.

No Transferability of Interest in Trust. The interest of the

. Company in the Master Trust is not transferable by the Compa-

ny, whether voluntarily or involuntarily, nor subject to the

claims of creditors of the Company, provided, however, that

any creditor of the Company as to which a Disbursement Certif-
icate has been properly completed and submitted to the Trustee
may assert a claim directly agaihst the Master Trust in an
amount not to exceed the amount specified on such Disbursement
Certificate. Nothing herein shall be construed to prohibit a
transfer of the Company's interest in the Master Trust upon
sale of all or part of the Company's ownership interest. in any
Piant or Plants; provided, however, that any such transfer

shall be subject to the prior approval of the CPUC.

Resolution of Disagreements. If any disagreement arises

between the Company, the Committee, and/or the CPUC Staff
regarding the Master Trust, the disagreement shall be submit-
ted to the CPUC for resolution by issuance of a CPUC Order
after notice and an opportunity to be heard, as provided in
the California Public Utilities Code, has been given to the
Company, the Committee, the CPUC Staff, the Trustee, and any
interested parties. The CPUC, on its own motion, may raise
and consider any issue with regard to the Master Trust, and

any such issue raised on the CPUC's own motion shall be
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resolved as provided above. Pending resolution of the dis-
agreement, the Trustee shall act in accordance with"  the
Committee's direction. Nothing in this Agreement shall be

construed to limit the rights of the Company, the Committee,

. the CPUC sStaff, the Trustee or any other interested party

2.09

under the California Public Utilities Code or the California

Constitution or other applicable laws or requlations.

Termination of Master 'Trust. This Master Trust shall be

irrevocable and will terminate (in whole or in part) upon the

earlier of:

(1) Receipt by the Trustee of a Certificate from the Commit-
tee stating that substantial completion of the nuclear
decommissioning of the Plants has occurred (as defined in

Treasury Regulations promulgated under Code Sec-

tion 468Aa);

(2) The twentieth anniversary of the date of the death of the
survivor from among a class consisting of all of the.
descendants of John D. Rockefeller, late of New York, New.

York, born on or prior to January 1, 1987; or

(3) At such earlier time as the CPUC may order the Committee

to terminate all or a portion of this Master Trust.




2.10 Termination of Funds of Master Trust. One or more of the

Funds shall terminate upon the earlier of:

(1) Its disqualification from the application of Section 468A
of the Code, whether pursuant to an administrative action
on the part of the Service or the decision of any court
of competent jufisdiction, but in no event earlier than
the date on which all available appeals have been either
prosecuted or abandoned and the period of time for making

any further appeals has elapsed; or

(2) The disposition by the Company of any interest in the
Plants, to the extent provided in regulations by the

Service promulgated under Code Section 468A.

2.11 Distribution of Master Trust Upon Termination. Upon

termination of this Master Trust or of any one or more of the
Fund(s), the Trustee shall assist the Investment Manager in
liquidéting the assets of the Master Trust, or Fund(s), and
thereupon distributing the then-existing assets of the Master
Trust, or Fund(s) (including accrued, accumulated, and
undistributed net income) less final Master  Trust
administrative expense (including accrued taxes) to the

Company; provided, however, that no such distribution shall be

made unless the Committee provides a Certificate to . the
Trustee stating that a CPUC Order has been issued which

specifically authorizes such payment to the Company for



distribution to the Company's then current Ratepayers, or as
otherwise provided in the order. 1In the event the Funds are
no longer needed for Decommissioning Costs and/or Master Trust

administration expenses, they shall be returned to Ratepayers

.. in a manner to be prescribed in an Order of the CPUC. 1In the

2.12

event the CPUC or a successor no longer exists, the Trustee
shall make such distribution to the Company upon receipt of aﬁ
opinion of 1legal counsel to the Company accompanying a
Certificate of the Company stating that no CPUC Order is

necessary to authorize such distribution.

Alterations and Amendments. The Trustee and the Company

‘understand and agree that modifications or amendments may be

required to this Agreement from time to time to effectuate the

purposes of this Trust.

The CPUC by Order may direct the Company to amend, in whole or
in part, any or all of the provisions of this Agreement;
provided that the CPUC shall not cause the Company to amend
this Agreement if such action would defeat the purpose of the
Master Trust or the Company's right to elect a current income
tax deduction under Code Section 468A and the regulations
promulgated thereunder. The Committee may also amend this
Agreement thirty days after £filing a copy of the proposed

amendment with the CPUC. No proposed amendment may be made if

written objections to the proposed amendment are filed within

the thirty-day period. Any party making written objecticns to



a proposed amendment shall serve the written objections with a

certificate of service on the Company, the Committee, the

. Trustee, and the CPUC Staff on the same day the written

objections are filed with the CPUC. Any written objections

. Which cannot be settled shall be resolved in accordance with

Section 2.08. Proposed amendments filed with the CPUC shall
include in the transmittal letter a reference to the foregoing
procedure for making written objection to such proposed
amendments. Notwithétanding anything herein to the contrary,
no amendment which affects the specific rights, duties,
responsibilities, or liabilities of the Trustee, shall be made
without its consent and no amendment shall be effective prior

to the Trustee receiving reasonable notice thereof.

No Authority to Conduct Business. The purpose of this Master

Trust is limited to the matters set forth in Section 1.03
above, specifically, and there is no objective to carry on any
business unrelated to the Master Trust purposes set forth in

Section 1.03 hereof, or divide the gains therefrom.
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III

THE COMMITTEE

3.01 Members. The Committee shall consist of five (5) members.

The members shall be nominated by the management of the
Company, and their nomination shall be confirmed by the Board
of Directors of the Company. No more than two (2) of the
members of the Committee shall be emﬁloyees, officers, or
directors of the Company, or otherwise be agents of the
Company in any capacity except as members of the Committee.

The names of the nominees shall be furnished to the CPUC in.

‘writing within ten (10) days of their nomination. The Company

shall furnish the CPUC with a resume of their backgréund and
qualificatiéns. The three (3) nominees who are not affiliated
with the Company shall be confirmed by the CPUC within 60 days
of their submittal. For these three nominees, the Company
shall furnish to the CPUC a statement in writing affirming
that such nominees are not employees, officers, directors, or
otherwise agents of the Company and providing sufficient
additional information to determine the existence of any
conflict or potential conflict of interest. The three (3)
nominees who are not affiliated with the Company shall furnish
the CPUC with a declaration that the nominee has no financial
or other interest that would conflict with the discharge of
their responsibilities as Committee members. Ownership of
minor amounts of the Company's stock, being a customer of the

Company, or having routine business relationships such as
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providing normal banking services shall not be regarded as

creating such a conflict or an agency relationship.

If at any time and for any reason there are insufficient

. members of the Committee not affiliated with the Company to

permit the Committee to obtain a quorum, the CPUC, at the
request of  the Company, may issue an order allowing the
Committee to function for a limited period of time with more
than two (2) members who are empl&yees, officers and/or
directors of the Company. Should the CPUC issue such an
order, it shall prescribe in that order the limited period of
time during which the Committee may be composed of more than
two (2) members who are officers, employees and/or directors
of-the Company, and it shall prescribe a time by which the
Company must submit the names of new nominees for confirmation

by the CPUC. The Committee shall not function with more than

- two (2) members who are officers, employees and/or directors

of the Company except upon such order of the CPUC, and then
only within the period of time prescribed in the order of the

CPUC.

Term, The term of each member shall be five (5) years;

however, any member may be removed by the CPUC for reasonable
cause at any time. The Company shall notify the Trustee and
the Investment Manager(s) of all appointments and replacements

of Committee members in writing signed by an Authorized

Representative. 1Initial appointments of Committee members may
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. be for 1less than a five-year term in order to establish

staggered membership terms among the members of the Committee,

3.03 Acts of Committee. Each member of the Committee shall have

- one vote and the Committee shall act by majority decision. It
shall require a minimum of four (4) members of the Committee
to constitute a quorum in order for the Committee to act.
Votes of members of the Committee shall be recorded on all
‘matters voted on or decided by the Committee. Full minutes of
Committee meetings shall be maintained. The Committee shall

be subject to the jurisdiction of the CPUC.

3.04 Duties of Committee. The Committee shall direct and manage

‘ the Master Trust and perform all duties attendant thereto,
' including the appointment of trustees and investment managefs
and the execution of whatever contracts, agreements, or other

documents it deems necessary to manage and invest such assets.

The Committee may retain the services of such professional

advisors, legal counsel, and administrative support as it

deems necessary to carry out its responsibilities hereunder.

The reasonable fees and/or compensation of any such assistance

the Committee may desire to retain shall be regarded as

appropriate Master Trust administration expenses.

3.05 Committee Reports. The Committee shall evaluate the perform-

ance of the Trustee and Investment Manager (s) annually and

' 2 submit a written report to the CPUC. The report shall be




L)

confidential and submitted to the CPUC by the Company under
the provisions of Section 583 of the Public Utilities Code or

'any applicable successor provision. The report shall include,

at a minimum:

(a) A finding, with supporting analysis, as to whether the
current Trustee and Investment Manager(s) should be

retained or replaced;

(b) In the case where more than one investment manager 1is

used, a justification therefor;

(c) The voting record of the Committee members and the

minutes of all Committee meetings; and

(d) An itemized accounting of the Master Trust administration

expenses and the basis therefor.

At least once every three years the Committee shall evaluate
potential substitute trustees and investment managers and
submit a report thereon to the CPUC. The report shall be
confidential and submitted to the CPUC by the Company under
the provisions of Section 583 of the Public Utilities Code or
any applicable successor provision. This feport may be
combined with the annual report described above, and shall

include, at a minimum:
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(@) A description of the Committee's attempts to solicit
. ' proposals from other firms which can perform the trust

and investment management duties;

(b)  An evaluation of at least three firms which could
potentially replace the current Trustee and/or Investment

Manager (s); and

(c) A justification of the continued use of investment
manager (s) on a retainer basis, as opposed to the Trus-

tee's employment of an "in house" investment advisor.

The Committee shall not be required to solicit proposals to

- replace a Trustee(s) or Investqent Manager (s) who, in the

. judgment of the Committee, are performiﬁg adequately and have
served as a Trustee and/or Investment Manager hereunder for

less than three years.

3.06 Compensation. Each Committee member who is not an employee,

officer, director, or otherwise an agent of the Company shall
be entitled to reasonable fees and/or compensation for their
services hereunder. At the time a nominee's name is furnished
to the CPUC,‘the Company shall furnish to the CPUC a statement
in writing setting forth all proposed fee and/or compensation
arrangements with such nominee. The fee and/or compensation
arrangements shall be subject to the approval of the CPUC. If

. the fee and/or compensation arrangements with any member

©27=

%J




shouid pe changed for any r;asoﬂ whatsoever, within ten‘(lof
days of such change, the Company shail furnish to the CPUC a
statement in writing fully 'describing the new fee and/or
compensation arrangements, and such changes shall be subject
to the approval of the CPUC. Each Committee member shall be
reimbursed for all reasonable expenses incurred in connection
with the performance of his duties under this Agreement. Fees
and/or compensation paid to members of the Committee, reason-
able expenses of the “members of the Committee, including
premiums for 1liability insurance if applicable, shall be

regarded as appropriate Master Trust administration expenses.

Committee May Limit Trustee Actions. The Trustee shall not

- take any act or participate in any transaction which would

violate the terms and conditions of any instructions provided
by a Certificate of the Committee so 1long as the terms and
conditions of the Certificate are consistent with this Agree-

ment.
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TRUSTEES

4.01 Designation and Qualification of Successor Trustee(s). The

'Company by this Agreement has appointed the corporate fiduci-
ary named herein having all requisite corporate power and
authority to act as the sole original Trustee. The Trustee
shall act in.accordance with the directions provided to it by
the Committee under the terms of this Agreement. At any time
during the term of this Trust, the Committee shall have the
right to remove the Trustee acting hereunder and appoint
another qualified corporation as a Successor Trustee upon

thirty (30) days' notice in writing to the Trustee, or upon

such shorter notice as may be acceptable to the Trustee. 1In

the event that the Trustee or any Successor Trustee shall:
(a) become insolvent or admit in writing 1its insolvency;
(b) be unable or admit in writing its inability to pay its
debts as such debts mature; (c) make a general assignment for
the benéfit of creditors; (d) have an inyoluntary petition in
bankruptcy filed against it; (e) commence a case under or
otherwise seek to take advantage of any bankruptcy, reorgan-
ization, insolvency, readjustment of debt, dissolution or
liquidation law, statute, or proceeding; or (f) resign, the
Trustee or Successor Trustee shall cease to act as a fiduciary
of this Master Trust and the Committee shall appoint a Succes-
sor Trustee. In the event of any such removal or resignation,

the Trustee or Successor Trustee shall have the right to have
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its accounts settled as provided in Section 4.05 hereof. Any
successor to the Committee, as provided herein, shall have the
same right to remove and to appoint any Trustee or Successor

Trustee.

Any Successor Trustee shall qualify by a duly acknowledged
acceptance of this Truét, delivered to the Company, the
Committee, and the CPUC. Upon acceptance of such appointment
by the Successor Trustee, the Trustee shall assign, transfer
and pay over to such Successor Trustee the monies and
properties then constituting the Master Trust. Any Successor
Trustee shall have all the rights, powers, duties and

obligations herein granted to the original Trustee.

1f for any reason the Committee cannot or does not act in the .

event of the resignation or remoQal of the Trustee, as provid-
ed above, the Trustee may apply to the CPUC for the appoint-
ment of a Successor Trustee. Any expenses incurred by the
Trusteé in connection therewith shall be deemed to be an
expense of administration payable in accordance with Sec-

tion 6.01 hereof.

Resignation. The Trustee or any Successor Trustee hereof may

resign and be relieved as Trustee at any time without prior
application to or approval by or order of the CPUC or of any
court by a duly acknowledged instrument, which shall be

delivered to the Company and the Committee by the Trustee not
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less' than sixty (60) days prior to the effective date of the

Trustee's resignation or upon such shorter notice as may be

. acceptable to the Company and the Committee.

4.03

Compensation. The Trustee shall be entitled to compensation

from the Master Trust as shown on Exhibit C.

This fee schedule is effective for the first six years from
the date assets are initially contributed to the Company's
nuclear decommissioning Master Trust. Nothing herein shall
preclude renegotiation of the foregoing fee schedule due to
significantly changed circumstances, provided, however, that
any change in the fee schedule shali require the approval of

the CPUC prior to becoming effective.

Whenever the Trustee exercises its investment discretion as
provided in Article VII, it shall be entitled to compensation

from the Master Trust as shown on Exhibit D.

This fee schedule shall be effective through 1995 for all
assets placed under the Trustee's investment discretion prior
to January 1, 1990. The fee schedule for assets placed under
the Trustee's investment discretion on or after January 1,
1990 shall be subject to renegotiation. The renegotiated fee
schedule shall require the approval of the CPUC prior to

becoming effective.

=31




.

4.04 Establish Fund Accounts. The Trustee shall maintain separate

Fund Accounts for each Fund established by this Agreement to
account for Decommissioning Contributions (or other contribu-
tions as described in Section 2.02) contributed to each Fund,
and all income and other increments to each Fund, and
disbursements from each Fund subject to the provisions of

Section 2,05 above.

Accounts. The Trustee shall present financial statements to
the Company and the Committee on a quarterly basis (within
forty-five (45) days following the close of each quarter), or
at such other frequency as the Committee shall from time to
time require. The financial statements shall show the finan-

cial condition of the Master Trust, including, without limita-

- tion, income and expenses of the Master Trust for the period.

The | Trustee shall assume responsibility for employing
independent certified public accountants to audit the
financial statements not less frequently than annually,
subject to the provisions contained in Section 6.05. The
Company and the Committee shall have the right to object to
any of the Trustee's audited finéncial statements. If either
the Company or the Committee desires to object to the
Trustee's audited financial statements it shall deliver notice
of its objection to the Trustee in writing within three years
from the day the Trustee shall mail or deliver such audited
financial statements to the Company and the Committee. If no

written objection is made within that time, the presentation
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of the audited financial statements to the Company ané thé
Committee shall release and discharge the Trustee with respect
to all acts or omissions to thé date of said audited financial
statements; provided, however, that nothing contained herein
shall be deemed to relieve the Trustee of any liability which

may be imposed pursuant to Section 4.07 hereof.

Tax Returns and Other Reports. The Trustee, the Committee,

and the Company shall cooperate in the preparation of income
Sr franchise tax returns or other reports as may be required
from time to time and, subject to the limitations contained in
Section 6.05, may employ independent certified public account-
ants or other tax counsel to prepare or review such returns
and reports. ThebTrustee shall present to the Company and the
Commit;ee_ on a monthly basis a report setting forth all
investments purchased by the Investment Managerfsf during the
previous month. The Trustee shall advise the Company and the
Committee if any of the investments, in the Trustee's opinion,
may constitute a violation of the restrictions on investment
of trust assets outlined in Code Section 501 (c) (21), or

successor provision, as applicable to the Master Trust.

Liability. The Trustee shall be 1liable for the acts,
omissions or defaults of its own officers and employees. The
Trustee shall not be 1liable for the acts, omissions or
defaults of its agents, provided any such agents were selected

with reasonable care and the performance and status of the
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agent 1is monitored with reasonable cate throughout the
duration of the agency relationship. The Trustee shall not be
liable for the failure.or default of any bank or depositary,
provided any such bank or depositary was selected with reason-
~ able care and its performance and status is monitored with
| reasonable care. Except where the Trustee exercises its

investment discretion as Aprovided in this Agreement, the
Trustee shall not be liable for the acts or omissions of any
Investment Manager (s) acting hereunder. Except as provided in
Section 4.05, the Trustee shall not be liable in regard to the
exercise or nonexercise of any powers and discretions properly

delegated pursuant to the provisions of this Agreement,

Notwithstanding the fore901ng, the Trustee (and not the Master
Trust) shall be liable for (a) any tax 1mposed pursuant “to
Section 4951 of the Code (or any applicable successor provi-
sion) as such section is made applicable to the Master Trust
or the Trustee, and/or (b) any consequences flowing from
violation of the restrictions on the investment of trust
assets outlined in Code Section 501(c)(21) (or applicable
successor Code sections) where the act giving rise to the
imposition of any tax pursuant to Section 4951 of the Code or
the decision to invest trust assets in investments not meeting
the restrictions outlined in Code Section 501 (c) (21) was made
by or was in the power and control of the Trustee as provided

in this Agreement.




Pursuant to Section 6.08 of this Agreement, the Trustee is
prohibited from doing any act or knowingly engaging in any
transaction fhat would violate the terms and conditions of any
instructions provided by written Certificate of the Committee,
. Or contravening any provision of this Agreement. Upon receipt
| of a Certificate of the Committee giving}the Trustee notice of
either (a) instructions of the-Committée to the Trustee, or
(b) acts or transactions the Committee believes constituté a
violation by the Trustee of the provisions of this Agreement,
the Trustee shall follow the instructions of the Committee,
and/or cease and desist from the acts identified in the
.Certificate as violating the provisions of this Agreement. To
the extent the Trustee fails to follow the instructions of the
Committee, or continues with any act identified in the Certif-
icate as violating the provisions of this Agreement, from the
date of receipt of the Certificaﬁe providing the instructions
and/or notice of violation of the provisions of this Agree-
ment, the Trustee (and not the Master Trust) shall be liable
for all consequences flowing from any failure to follow the
Committee's instructions, and/or flowing ffom any violation by
the Trustee of the provisions of this Agreement. Notwith-
standing the foregoing, the Trustee (and not the Master Trust)
shall be liable for all consequences flowing from any viola-
tion by the Trustee of the provisions of this Agreement,
regardless of whether notice thereof was provided by the

Committee.
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4.08 Indemnity of Trustee. The Trustee shall be held harmless from

. - any and all liability in acting in accordance with a proper

Certificate or Certification of the Company or the Committee.
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5.01

\

INVESTMENTS

Appointment of Investment Manager(s). The Committee may

appoint one or more Investment Managers to direct the
investment of all or part of the Master Trust. The
Committee shall also have the right to remove any such
Investment Manager. The appointment of the Investment
Manager (s) shall be made in accordance with any proce-
dures specified by the Committee. The Committee shall
provide notice of any such appointment by Certification
to the Trustee which shall specify the portion of the
Master Trust with respect to which the Investment Manag-
er (s) has been» designated. The Investment Manager (s)
shall qertify 'in writing to the Trustee that it 1is
qualified to act in the capacity provided under the
Investment Manager Agreement, shall accept its appoint-
ment as such Investment Manager(s), shall certify the
identity of the person or persons authorized to give
instructions or directions to the Trustee on its behalf;
including specimen signatures, and shall undertake to
perform the duties imposed on it under the Investment
Manager Agreement. The Trustee may continue to rely upon
all such certifications unless otherwise notified in
writing by the Committee or the Investment Manager(s), as

the case may be.
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5.02 Direction by Investment Manager (s). Notwithstanding Sec-

tion 7.04, the Investment Manager(s) designated by the Commit-

tee to manage any portion of the _Mastér Trust shall have
authori£y to manage; acquire, and dispose of the assets of the
Master Trust, or a portion thereof as the case may be. The
Investment Manager(s) is authorized to invest in the securi-
ﬁies specified in Section 7.02. The Investment Manager (s)
shall have the power and aufhority, exercisable in its sole
discretion at any time, and from time to time, to issue and
place orders for the purchase or sale of portfolio securities
directly with qualified brokers or dealers. The Trustee, upon
proper notification from an Investment Manager, shall execute
and deliver in accordance with the appropriate trading

authorizations. Written notification of the issuance of each

such authorization shall be given promptly to the Trustee by

the Investment Manager(s), and the Investment Manager(s) shall
cause the execution of such order to be confirmed in writing
to the Trustee by the broker or dealer. Such notification
shall be proper authority for the Trustee to pay for portfolio

securities purchased against receipt thereof and to deliver

portfolio securities sold against payment therefor, as the

case may be.

The authority of the Investment Manager(s) and the terms and
conditions of the appointment and retention of the Investment
Manager (s) shall be the responsibility solely of the Commit-

tee, and the Trustee shall not be deemed to be a party to or
-38-



to have any obligations under any agreement with the Invest-
ment Manager(s). Any duty of supervision or review of the
acts, omissions or overall performance of the Investment
Manager(s), shall be the exclusive responsibility of the
Committee, and, except as provided in Section 4.06, the
Trustee shall have no duty to review any securities or other
assets purchased by the Investment Manager(s) or to the
Committee with respect to the exercise or nonexercise of any

power by the Investment Manager (s).

Unless the Trustee participates knowingly in, or knowinglf"
undertakes to conceal an act or omission of an Investment
Manager (s) knowing such act or omission to be a breach of the
fiduciary responsibility of the Investment Manager(s), the
Trustee shall be under no liability for any loss of any kind
which may result by reason of any action taken by it in
accordance with any direction of the Investment Manager(s).
In any event, the Trustee shall be under no liability for any
loss of any kind by reason of changes in value of the invest-
ments purchased, sold, or retained by the Investment Manag-
er(s), nor for the risk or diversification of the portfolio,
nor for the turnover of the investments, nor for any other

aspect of a portfolio for which an Investment Manager(s) has

been appointed.




VI

TRUSTEE'S GENERAL POWERS

The Trustee /shall have, with respect to the .Master Trust, the
following powers, all of which ?owers are fiduciary powers to be
exefcised in a fiduciary capacity and in the best interests of this
Master Trust and the beneficiaries thereof, and which are to be
exercised as the Trustee, acting in such fiduciary capacity, in its
discretion, shallrudepgrmipg[ and, which, 'except as otherwise
provided, are intended in no way to limit the powers of the office,

namely:

6.01 Payment of Expenses of Administration. To pay all ordinary

and necessary expenses and other incidehtal.costs including,
but not limited to, Investment Manager (s) fees and Committee
member (s) fees, the fees and/or compensation of any profes-
sional advisors, legal counsel or administrative support hired
by the Committee as provided in Section 3.04, expenses and
insurance policy premiums as provided in Section 3.06 incurred
in connection with this Master Trust or the Master Trust in
the discharge of the Trustee's fiduciary obligations under
this Agreement, but only to the extent that such amount may be
incurred and paid from the Master Trust without causing the

Funds to become disqualified from the application of Sec-

tion 468A of the Code or any applicable successor provisions.




6.02 Extension of Obligations and Negotiation of Claims. To renew

6.05

or extend the time of payment of any obligation, secured or
unsecured, payable to or by this Trust, for és long a period
or periods of time and on such terms as the Trustee shall
determine, and to adjust, settle, compromise, and arbitrate
claims or demands in favor of or against this Trust, including
claims for taxes, upon such terms as the Trustee may deem

advisable, subject to the limitations contained in Sec-

tion 7.03 (regarding‘ self-dealing), and the procedures con-

tained in Section 2.01.

Registration of Securities. To hold any stocks; bonds,

securities, and/or other property in the name of a nominee, in
a street name, or by other title-holding device, without

indication of trust,.

Location of Assets. To keep any property belonging to the

Master Trust at any place in the United States.

Retention of Professional Services. To execute any of the

powers hereof and perform the duties required of it hereunder

by or through its employees, agents, attorneys, or receivers.

Delegation of Ministerial Powers. To delegate to other
persons such ministerial powers and duties as the Trustee may

deem to be advisable.




6.07

Powers of Trustee to Continue Until- Final Distribution. To

exercise any of such powers after the date on which the
principal and income of the Master Trust shall have become

distributable and until such time as the entire principal of,

. and income from, the Master Trust shall have been actually

distributed by the Trustee. It is intended that distribution
of the Master Trust will occur as soon as possible upon

termination of the Trust, subject, however, to the limitations

contained in Sections 2.09, 2.10, 2.1l hereof.

Discretion in Exercise of Powers. To do any and all other
acts which the Trustee shall deem pfoper to effectuate the
powers specifically conferred upon it by this Master Trust
Agreement, provided, however, that the Trustee may not do any

act or knowingly engage in any transaction which would:

(1) Disqualify the Funds from the application of Section 468A

(or any applicable successor provision) of the Code;
(2) Contravene any provision of this Agreement; or

(3) Violate the terms and conditions of any instructions

provided by written Certificate by the Committee.
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VII

TRUSTEE'S INVESTMENT POWERS

The Trustee recognizes the authority of the Investment Manager (s)

to manage, invest, and reinvest the assets of the Master Trust

pursuant to the Investment Manager Agreement and as provided in.

Section 5.02 of this Agreement, and the Trustee agrees to cooperate
with the Investment Manager(s) as deemed necessary to accomplish
these tasks. Notwithstanding the fdregoing;‘ the " Trustee 'shall
without the written authorization of the Committee invest cash
balances in an investment account on a daily basis to the extent
reasonable, and shall wupon the written authorization of the
Committee from time to time, the Trustee shall have the following
investment powers, all of which are fiduciary powers to be executed
in a fiduciary capacity and in the best interest of this Master
Trust and the beneficiaries thereof, and which are to be exercised
.by the Trustee, acting in such fiduciary capacity, in its
discretion,_ shall determine and, except as otherwise provided,
which are intended in no way to limit-the powers of the office,

namely:

7.01 Preservation of Principal. The Trustee in its exercise of

investment discretion as authorized by the Committee shall

hold, manage, and invest the assets of this Master Trust in a
manner designed to maximize and preserve the income and
principal of this Master Trust for the purposes of this Trust,

except as provided in Sections 7.02 and 7.03;
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7.02

’ .

Investment of Funds. To invest and reinvest all or part of

the Funds, and to keep all liquid assets fully invested on a
daily basis to the extent reasonable including any

undistributed income therefrom; provided, however, that no

such investment or reinvestment of the Funds may be made by

the Trustee:

(1) Unless such investment is permitted to be made by Code

A Sections 591(c)(21)(B)(ii) and 468A(e) (4) (C), the regula--

tions thereunder, and any applicable successor provi-

sions; or

(2) Which would contravene any instructions issued by the

Committee.

In all cases, however, the.total investments by the Trustee
must be sufficiently 1liquid to enable the Master Trust to
fulfill the purposes of the Master Trust and to satisfy
obligations as such obligations become due. Nothing in this
Section 7.02 shall be construed as authorizing the Trustee to

carry on any business or to divide the gains therefrom.

Management of Master Trust. To sell, exchange, partition, or

otherwise dispose of all or any part of the Master Trust at
public or private sale, without prior application to, or

approval by, or order of any court, upon such terms and in

such manner and at such prices as the Trustee shall determine;
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to modify, renew or extend bonds, notes or other oblig;tions
or any iﬁstallment of principal thereof or any interest due
thereon and to waive any defaults in the performance of the
terms and conditions thereof; and to execute and deliver any
and all bills of sale, assignments, bonds or other instruments
in connection with these powers, all at such times, in such
manner and upon such terms and conditions as the Trustee may
deem expedient to accomplish the purposes of this Master Trust

as set forth in Section 1.03,

Notwithstanding anything contained in this Agreement to the
contrary, the Trustee may not authorize or carry out (a) any
sale,\exchange or other transaction which would constitute an
act of "self-dealing" within the meaning of Section 4951 of.
the Code, as such section is made applicable to the Funds by
Section 468A(e) (5) of the Code, any regulations thereunder,
and any applicable successor provision, or (b) any investment
which would violate the restrictions on investment of trust
assets outlined in Code Section 501 (c) (21) and any applicable

successor provision.

Disposition of Investments. When required to make any pay-

ments under Sections 2.01 or 6.01 hereof, the Trustee shall
sell investments at the best price reasonably obtainable, or
present investments for prepayment, but only upon written'
direction from the Committee. The Trustee shall have no

liability, except for its own negligence or willful
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misconduct, with respect to any sale or prepayment of an
‘ investment directed by the Committee or an Investment Manager

or made by an Investment Manager through a broker-dealer.
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8.01

8.03

VIII

MISCELLANEOQUS

Headings. The section headings set forth in this Agreement
and the Table of Contents are inserted for convenience of
reference only and shall be disregarded in the construction or

interpretation of any of the provisions of this Agreement.

.Particular .Words.. Any word contained in the text of this

Agreement shall be read as the singular or plural and as the
masculine, feminine, or neuter as may be applicable or permis-
sible in the particular context. Unless otherwise specifical-
ly stated, the word "person" shall be taken to mean and
include an individual, partnership, assoc;ation, trust,

company, or corporation.

Parties Interested Herein. Nothing expressed or implied in
this Agreement is intended or shall be construed to confer
upon, or to give to, any person or corporation, other than the
Company, the Committee, the Trustee and the CPUC any right,
remedy or claim under or by reason of this Agreement, or any
covenant, condition or stipulation contained herein. The
Company shall be entitled to receive payments for Decommis-
sioning Costs and administrative expenses of the Master Trusf
which the Company may incur in carrying out the purpose set
forth in Section 1.03 of this Agreement. It is intended by

all parties hereto that the Company's Ratepayers, who shall be



8.04

! -

represented solely by the CPUC, be the ultimate beneficiary of
this Agreement in thaﬁ the decommissioning activities contem-
plated by this Agreement, which are to be performed by the
Company, will inure to the benefit of the Company's Ratepayers

and the General Public.

Severability of Provisions. If any provision of this Agree-

ment or its ap§lication to any person or entity or in any
circumstances shall be invalid and unenforceable, the applica-
tion of such provision to persons and in circumstances other
than those as to which it is invalid or unenforceable and the
other provisions of this Agreement, shall not be affected'by

such invalidity or unenforceability.

- Form and Content of Communications. The names of any person

authorized to act on behalf of the Company and/or the Commit-
tee shall be certified, with the specimen signature of such
person, to the Trustee by the Company and the Committee.
Until appropriate written evidence to the contrary is received
by the Trustee, it shall be fully protected in relying upon or
acting in accordance with any written notice, instruction,
diréction, 'certificate, resolution, or other communication
believed by it to be genuine and to be signea and/or certified
by any proper person, and the Trustee shall be under no duty
to make any .investigation or inquiry as to the truth or
accuracy of any statement contained therein. Until notified

in writing to the contrary, the Trustee shall have the right
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8.06

to assume that there has been no change in the identity or

authority of any person previously certified to it hereunder.

Delivery of Notices Under Agreement. Any notice required by

this Agreement to be given to the Company or the Trustee shall
be deemed to have been properly given when mailed, postage
prepaid, by registered or certified mail, to the person to be

notified as set forth below:
If to the Company:

SAN DIEGO GAS & ELECTRIC COMPANY
P. O. Box 1831

101 Ash Street

San Diego, California 92112

Attention: Nuclear Facilities Decommissioning Trust Committee

If to the'Tfustee:

Attention:

If to the CPUC:

California Public Utilities Commission
505 Van Ness Avenue, Room 5025

San Francisco, California 94102
Attention: Executive Director

If to the CPUC Staff:

California Public Utilities Commission
505 Van Ness Avenue, Room
San Francisco, California 94102
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8.07

8.09

v \
’ 8 %

Attention: Director of the Commission's }
Evaluation and Compliance Division
(or its successor division)
The Company or the Trustee may change that address by deliver-

ing notice thereof in writing to the other party.

Successors and Assigns. Subject to the provisions of Sec-

tions 2.06 and 4.01, this Agreement shall be binding upon and
inure to the benefit of the Company, the Trustee and their
respective successors,  assigns, personal representatives,

executors and heirs.

Governing Jurisdiction. This Master Trust is a California

trust and all questions pertaining to its validity, construc-

tion, and administration shall be determined in accordance

with the laws of the State of Califdrnia as if executed in and

to be wholly performed within the State of California.

Accounting Year. The Master Trust shall operate on an ac-

counting year which coincides with the calendar year, Janu-

ary 1 through December 31.

Counterparts. This Agreement may be executed in any number of

counterparts, each of which shall be an original, with the
same effect as if the signatures thereto and hereto were upon

the same instrument.
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8.11 Disbursement/Withdrawal Certificate. No provisién of this

‘ Agr‘eément shall be construed or applied so as to require the
preparation of a Disbursement Certificate or a Withdrawal
Certificate to authorize the payment of compensation to the
Trustee under Section 4.03 or of the expenses of administra-

tion under Section 6.01.

8.12 Approval. This agreement shall be effective when approved by

the CPUC and signed by all parties.

IN WITNESS WHEREOF, the Company and the Trustee have set
their hands and seals to this Agreement as of the day and year
-first above written.

CALIFORNIA WPUBLIC UTILITIES
‘COMMISSIONX '

By: // /jT,j/l )/)}{l}\‘\

Tlt_l’éo(,_{lJ /.,tAV ij e (

Attest: /7 w4
Title?, s/ 4- Af eriec e
C,/“/) ' JA :

SAN DIEGO GAS & ELECTRIC COMPANY

By: /L(anza*? A /M

Tltléﬁ“ﬂwM\

- / - \__J

Attest: =7 oo ‘.ji.,.,.,
Title: T
2} 350518 'I1 S&R‘ ﬁac’-
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[TRUST COMPANY] -

| By Title: R[%T%%iiﬁof ;
Attest: ‘J&M‘\/\ .V\ﬁaﬁ\@

Title:' TRUST CFiIuaR
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Exhibit A

DISBURSEMENT CERTIFICATE

The undersigned, being Authorized Representatives of San
Diego Gas & Electric Company ("Company"), a California corporation,
and, in such capacity, being authorized and empowered to execute
and .deliver this certificate, hereby certifies to the Trustee of
the San Diego Gas & Electric Company Nuclear Facilities Qualified

CPUC Decommissioning Master Trust for San Onofre Nuclear Generating

Stations, pursuant to Section 2.01 of that certain Master Trust

Agreement, dated _ » 1987, between the Trustee and Company

as follows:

(1) there is due and owing to each payee ("Payees")
[all]-or=-[a portion of] the invoiced cost to the
Company for goods or services provided in connection
with the decommissioning of SONGS as evidenced by
the Invoice Schedule (with supporting exhibits)
attached as Exhibit 1 hereto;

(2) all such amounts due and owing to the Payees consti-
tute Decommissioning Costs; and

(3) all conditions precedent to the making of this
withdrawal and disbursement set forth in any agree-
ment between such Payee and the Company have been
fulfilled.

' Accordingly, you are hereby authorized to withdraw
S from the [SONGS Unit No. 1/SONGS Unit No. 2/SONGS Unit
No. 3] Qualified Fund of the Master Trust in order to permit
payment of such sum to be made to Payees for such purpose. You are
further authorized to disburse such sum, once withdrawn, directly

to such Payees in the following manner: [DESCRIBE: JOINT PAYEE
CHECK, WIRE TRANSFER, ETC.] on or before r 19 . :
Executed this day of 19 .
By:

Authorized Representative
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Exhibit B

WITHDRAWAL CERTIFICATE

The undersigned, Authorized Representatives of San Diego
Gas & Electric Company ("Company"), a California corporation, and
y a corporation and, in such capacity, being
duly authorized and empowered to execute and deliver this
certificate, hereby certify to the Trustee of the San Diego Gas &
Electric Company Nuclear Facilities Qualified CPUC Decommissioning
Master Trust for San Onofre Nuclear Generating Stations, pursuant
to Section 2.01 of that certain Master Trust Agreement, dated

, 1987, as follows:

(1) there is due and owing to the Company [all] or [a
portion of] the invoiced cost to the Company for
goods or services provided in connection with the
decommissioning of SONGS as evidenced by the Invoice
Schedule with supporting exhibits attached as
Exhibit 1 hereto;.

(2) all such amounts have been paid by the Company and
constitute Decomm1551on1ng Costs; and

(3) all conditions precedent to the making of this
withdrawal and disbursement and the payment by the
Company of the Decommissioning Costs set forth in
any agreement between such payee of the Company and
the Company have been fulfilled.

Accordingly, you are hereby authorized to withdraw
$ from the [SONGS Unit No. 1/SONGS Unit No. 2/SONGS Unit
No. 3] Qualified Fund of the Master Trust in order to permit
payment of such sum to be made to the Company for such purpose.
You are further authorized to disburse such sum, once withdrawn,

directly to the Company in the following manner: [DESCRIBE:
CHECK, WIRE, TRANSFER, ETC.] on or before s 19 .
By:

Authorized Representative
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Exhibit C

' TRUSTEE FEE SCHEDULE

Base Fee: §$750 per investment manager account
Sub=-Account Charge: $200 per fund account

Transaction Charge: §15 per transaction

Combined Asset Charge (applied to the total of all assets held
by the Trustee in the Company's nuclear decommissioning
trust):

20¢ per $1,000 on the first $50 million
12¢ per $1,000 on the next $150 million
7¢ per $1,000 on the next $100 million
5¢ per $1,000 on the excess
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Exhibit D

‘ : INVESTMENT MANAGEMENT

FEE SCHEDULE

Combined Asset Charge (applied to the total market value of

" the assets placed under the Trustee's supervision for
investment):

$1.00 per $1,000 on the first $50 million
$0.80 per $1,000 on the next $150 million
$0.70 per $1,000 on the excess
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's5.01

V.

INVESTMENTS

Appointment of'Investment'Manéger(s). The Committee may

_appoi‘ht one or more Investment Managers to direct the

Ainvg;tmept of all or 'part of the Master Trust. The

';Cdmmiftée”Shall“also have the right to remove any such

Investment~Manager. The appointment of the Investment

Manager (s) shall be made in accordance with any proce=

‘dures specified by the Committee. The Committee shall

“éfbviae notice of any such appointment by Certification

to the Trustee which shall specify the portion of the

_jf_Master_Trust'with respect to which the Investment Manag-

er(s) has been designated. The Investment Manager (s)
shall certify in writingi to the Trustee that it is
qualified to act ‘ihv the capacity provided under the

Investment Manager Agreement, shall acéept its appoint-

ment as such Investment Manager(s), shall certify the

identity of the 'person or persons authorized to give

instructions or directions to the Trustee on its behalf,

including specimen signatures, and shall undertake to

perform the duties imposed  on it under the Investment
Manager Agreement. The Trustee may continue to rely upon
all such ceftifiéatioﬁs unless otherwise notified in
writing by the Committee 6r the Investment Manager (s), as

the case may be.
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. 5.02 Direction by Investment Manager(s). Notwithstanding - Sec-

tion 7.04, the Investment Manaéer(s) designated by the Commit-
ngge,ﬂ_”htee to manage any portlon of. the Master ‘Trust shall have
v'authorlty to manage, acqulre, and dispose of the assets of the
. Master Trust, or a portxon thereof as the case may be. The
Investment Manager(s) is authorized to invest in the securi-
ties specified in Section 7.02. The Investment Manager (s)
shall have the power and authority, exercisable in its sple
discretion at any time, and.from time to time, to issue and
place orders for the purchase or sale of portfolio securities
directly with qualified brokers or dealers. The Trustee, upon
proper notification from an Investment Manager, shall execute
and deliver 1n accordance with the approprlate trading authori-
. o ‘zatlons. ertten notification of the issuance of each such
authorization shall be given promptly to the Trustee by the
Investment Manager(s), and the Investment Manager(s) shall
cause the execution of such order to be confirmed in writing
to the Trustee by the broker or dealer. Such notification
shall be proper authority for the Trustee to pay for portfolio
securities purchased against receipt thereof and to deliver
portfolio securities sold against payment therefor, as the

case may be.

The authority of the Investment Manager(s) and the terms and
conditions of the appointment and retention of the Investment
Manager(s) shall be the responsibility solely of the Commit-

. tee, and the Trustee shall not be deemed to be a party to or
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to have any obligatibns under any agreement with the Invest-

ment Manager(s). Any duty of supervision or review of the

acts, omissions or overall performance of the Investment

Manager (s), shall be ﬁhe'.ekélﬁsive responsibility of the

' Committee, and, except as provided in Section 4.06, the

Trustee shall have no duty to review any securities or other
assets purchased by the Investment Manager(s) or to the
Committee with respect to the exercise or nonexercise of any

power by the Investment Manager (s).

Unless the Trustee participates knowingly in, or knowingly

-undertakes to conceal an act or omission of an Investment

Manager(s) knowing such act or omission to be a breach of the

"'fiduciary' résponsibility of the Investment Manager(s), the

Trustee shall be under no liability for any loss of any kind
which may result by reason of any action taken by it in
accordance with any direction of the Investment Manager(s).
In any event, the Trustee shall be under no liability for any
loss of any kind by reason of changes in value of the invest-
ments purchased, sold, or retained by the Investment Manag-
er(s), nor for the risk or diversification of the portfolio,
nor for the turnover of the investments, nor for any other
aspect of a portfolio for which an Investment Manager(s) has

been appointed.
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VI

TRUSTEE'S GENERAL POWERS

The Trustee shall have, with respect to the Master Trust, the

following powers, all of which powers are fiduciary powers to be

exercised in a fiduciary capacity and in the best interests of this

Master Trust and the beneficiaries thereof, and which are to be

exercised as the Trustee, acting in such fiduciary capacity, in its

discretion, shall determine and, which, except as otherwise provid-

ed, are intended in no way to limit the powers of the office,

namely:

6.01 Payment of Expenses of Administration. To pay all ordinary

6.02

and.necessary expenses and other incidental costs including,
but not limited to, Investment Manager(s) fees and Committee

member (s) fees, the fees and/or compensation of any profes-
sional advisors, legal counsel or administrative support hired
by the Committee as provided in Section 3.04, expenses and
insurance policy premiums as provided in Séction 3.06.incurred
in connection with this MasterATrust or the Master Trust in
the discharge. of the Trustee's .fiduciary obligations under

this Agreement.

Extension of Obligations and Negotiation of Claims. To renew

or extend the time of payment of any obligation, secured or

unsecured, payable to or by this Trust, for as long a period

or periods of time and on such terms as the Trustee shall
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determine, and to adjust, settle, compromise, and arbitrate

claims or demands in favor of or against this Trust, including

.+ claims. for taxes, upon such terms as the Trustee may deem

~advisable, subject to the 1limitations contained in Sec-

" tion 7.03 (regarding self-dealing), and the procedures con-

6.03

tained in Section 2.01.

Registration of Securities. To hold' any stocks, bonds,

‘securities, and/or other property in the name of a nominee, in

6.04

6.05

6,06

6.07

a street name, or by other title-holding device, without

indication of trust.

Location of Assets. - To keep any property belonging to the

Master Trust at any place in the United States.

Retention of Professional Services. To execute any of the

powers hereof and perform the duties required of it hereunder

by or through its employees, agents, attorneys, or receivers.

Delegation of Ministerial Powers., To delegate to other

persons such ministerial powers and duties as the Trustee may

deem to be advisable.

Powers of Trustee to Continue Until Final Distribution. To

exercise any of such powers after the date on which the
principal and income of the Master Trust shall have become

distributable and until such time as the entire principal of,

=39-



and income from, the Master Trust shall have beern actually
distributed by the Trustee. It is intended that distribution
—.of the Master  Trust .willAwoccur .as sooh*'as,'possible upon.
términation of the Trust, subjedt, however, to the limitations

“x '_ g contained in Seétions 2;09; 2.10, 2.11 hereof.

6.08 Discretion in Exercise of Powers. To do any and all other

‘acts which the Trustee shall deem proper to effectuate the
powers specifically conferred upon it by this Master Trust
Agreement, provided, however, that the Trustee may not do any

act or knowingly engage in any transaction which would:
~ .. (1) Contravene any provision of this Agreement; or

(2) Violate the terms and conditions of any instructions

provided by written Certificate by the Committee.



VII

TRUSTEE'S INVESTMENT POWERS

fhe Tfeseee.fecognizes the authority of the Investment Manager (s)
to'manage,einvest, and reinQest the assets of the Master Trust
pursuant to the Investment Maﬁager Agreemeht and as provided in
Section 5.02 of thie Agreement, and the Trustee agrees to cooperate
ﬁith the Investment Manager(s) as deemed necessary to accomplish
these tasks. Notwithstanding the foregoing, thev Trustee shall
without the written authorization of the Committee invest cash
balances in an investment account on a daily basis to the extent
reasonable. Upon the written authorization of the Committee from
time  to tlme, the Trustee shall have _the follow1ng 1nvestment
powefej'all of whlch are f1duc1ary powers to be executed in a
fiduciary capacity and in the best interest of this Master Trust

and the beneficiaries thereof, and which are to be exercised by the

Trustee, in its discretion, acting in such fiduciary capacity:

7.01 Preservation of Principal. The Trustee in its exercise of

investmenf discretion as authorized by the Committee shall
hold, manage, and invest the assets of this Master Trust in a
manner designed to maximize and preserve the income and
principal of this Master Trust for the purposes of this Trust,

except as provided in Sections 7.02 and 7.03;

7.02 Investment of Funds. To invest and reinvest all or part of

the Funds, including any undistributed income therefrom, in:
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(1)

Public debt securities of the United States, obligations

of a state or local government that a:e'not in default as

- to principal or interest, or time or demand deposits in a

(2)

(3)

(4)

bank or insured credit union;

Guaranteed investmentAEontraéts, high Quality corporate
bondé and equity securities as estégiished in written
guidelines by the Committee, which-shall be provided to

the Trustee from time to time, and other securities
guaranteed or secured by the U.S. Government; provided,
however, that investments in high quality equity

securities shall not exceed 60% of any funds fair market

" value; or |

Such other investments authorized by the CPUC as the

Committee so notifies the trustee by certification; or

An investment fund or any commingled or pooled funds
whose underlying assets include the investments permitted

in (1), (2), and (3) above; or

In all cases, however, the total investments by the Trustee

must- be sufficiently 1liquid to enable the Master Trust to

fulfill the purposes of the ~Master Trust and to satisfy

obligations as such obligations become due. Nothing in this

Section 7.02 shall be construed as authorizing the Trustee to

carry on any business or to divide the gains therefrom.
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7.03 Management of Master Trust. To sell, exchange, partitidn, or

otherwise dispose of all or any part of the Master Trust at
public or private sale, without prior application to, or

approval by; or order of any court, upon such terms and in

" such manner and at such prices as the Trustee shall determine; .

to modify) renew or ex;end bonds, notes or other obligations
or any installment of principal thereof.or any interest due
thereon and to wéive any defaults in the performance of the
terms and conditions thereof; and to exécute and deliver any
and all bills of sale, assignments, bonds or other instruments

in connection with these powers, all at such times, in such

manner and upon such terms and conditions as the Trustee may

-i “§e¢m“egpedient>to accomplish the purposes of this Master Trust

~as set forth in Section 1.03.

Notwithstanding anything contained in this Agreement to the

- contrary, the Trustee may not authorize or carry out any

7.04

investment which would violate the investment restrictions on
investment of trust assets as set forth in Section 7.02

herein.

Disposition of Investments. When required to make any pay-

ments quer Sections 2.01 or 6.01 hereof, the Trustee shall
sell investments at the best price reasonably obtainable, or
present investments for prepayment, but only upon written
direction from the Committee. The Trustee shall have no

liability, except for its own negligence or . willful

43



misconduct, with respect to any sale or prepayment of an
investment directed by the Committee or an Investment Manager

or made by an Investment Manéger through a broker-dealer.

o
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8.01

s "

VIII

MISCELLANEOUS

Headings. The section headings set forth in this Agreement

. and the Table of Contents are inserted for convenience of

8.02

reference only and shall be disregarded in the construction or

interpretation of any of the provisions of this Agreement.

Particular Words. Any word contained in the text of this

Agreement shall be read as the singular or plural and as the

masculine, feminine, or neuter as may be applicable or permis-

sible in the particular context. Unless otherwise specifical-

ly stated, the word "person"™ shall be taken to mean and

“include an individual, partnership, association, trust,

8.03

company, or corporation.

Parties Interested Herein. Nothing expresSed or implied in

this Agreement is intended or shall be construed to confer
upon, or to give to, any person or corporation, other than the
Company, fhe Committee, the Trustee andbthe CPUC any right,
remedy or claim under or by reason of this Agreement, or any
covenant, condition or. stipulation contained herein. The
Company shall be entitled to receive payments for Decommis-
sionidg Costs and administrative expenses of the Master Trust
which the Company may incur in carrying out the purpose set
forth in Section 1.03 of this Agreement. It is intended by

all parties hereto that the Company's Ratepayers, who shall be
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- and the General ?ublic.

8.04

. a

represented solely by the CPUC, be the ultimate beneficiary of
this Agfeement in that the decommissioning activities contem-
plated by this Agreement, which are to be performed by the

Company, will inure to the benefit of the Company's Ratepayers'

Severability of Provisions. If any provision of this Agree-

ment or its application to any person or entity or in any

circumstances shall be invalid and unenforceable, the applica-

tion of such provision to persons and in circumstances other
than those as to which it is invalid or unenforceable and the

other provisions of this Agreement, shall not be affected by

fithch invaiidity or uneﬁforceability.

8.05

Form and Content of Communications. The names of any person

-authorized to act on behalf of the Company and/or the Commit-

tee shall be certified, with the specimen signature of such
person, to the Trustee by the Company and the Committee.
Until appropfiate written evidence to the contrary is recéived
by the Trustee, it shall be fully protected in relying upon or
acting in accordance with any written notice, instruction,
direction, certificate, resolution, or other communication
beliévgd by it to be genuine and to be signed and/or certified
by any proper person, and the Trustee shall be under no duty

to make any investigation or inquiry as to the truth or

'accuracy of any statement contained therein. Until notified

in writing to the contrary, the Trustee shall have the right
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‘ to assume that there has been no change in the identity or

authority of any person previously certified to it hereunder.

8.06 Delivery of Notices Under Agreement. Any notice required by

i{ '. this Agreement to be glven to the Company or the Trustee shall
be deemed to have been properly given when mailed, postage
prepaid, by registered or certified mail, to the person to be

notified as set forth below:
If to the Company:

‘SAN DIEGO GAS & ELECTRIC COMPANY
P. O. Box 1831 '
o ~ 101 Ash Street
. "~ +° - "San Diego, California 92112

Attention: Nuclear Facilities Decomm1551on1ng Trust Commlttee
c/o Manager - Financial Services

If to the Trustee:

Attention:

If to the CPUC:

California Public Utilities Commission
505 Van Ness Avenue, Room 5025

San Francisco, California 94102
Attention: Executive Director

If to the CPUC Staff:

. California Public Utilities Commission |
_ 505 Van Ness Avenue, Room |
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San Francisco, California 94102
Attention: Director of the Commission's
' Evaluation and Compliance Division
(or its successor division)

The Company or the Trustee méy change that address by deliver-

- ing notice thereof in writing to the other party.

8.07

4.8.08

8.09

8.10

Successors and Assigns. Subject to thé“brovisions of Sec--

tions 2.06 and 4.01, this Agreement shall be binding upon and
inure to the benefit of the Company, the Trustee and their
fespective successors, assigns, personal representatives,

executors and heirs.

Governing Jurisdiction. - This Master Trust is a California

trust and all questions pertaining to its validity, construc-
tion, and administration shall be determined in accordance
with the laws of the State of California as if executed in and

to be wholly performed within the State of California.

Accounting Year. The Master Trust shall operate on an ac-

counting year which coincides with the calendar year, Janu-

ary 1 through December 31.

Counterparts. This Agreement may be executed in any number of

countefparts, each of which shall be an original, with the
same effect as if the signatures thereto and hereto were upon

the same instrument.
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8.11 Disbursement/Withdrawal Certificate. No provisior of this

Agreement shall be construed 6r applied so as to require the

- preparation of a Disbursement Certificate or a Withdrawal
Certificate to authorize the payment of compensation to the

ﬁ . . Trustee under Section 4.03 or of the expenses of administra-

- tion under Section 6.01.

8.12 Approval. This agreement shall be effective when approved by
the CPUC and signed by all parties.

IN WITNESS WHEREOF, the Company and the Trustee have set
 their hands and seals to this Agreement as of the day and year
'»"first above written.

CALIFORNIA PUBLIC =~ UTILITIES
COMMISSION 1

Lo b 74
TitIESZ’- ' L- ‘_._-.,,."1/4" t] FeSesecc.
Gl

SAN DIEGO GAS & ELECTRIC COMPANY

By+ i A .,/M

Title: , _
T/’.EﬁSuﬁf/y ‘_;‘/‘ 1,//_’ :

Attest: < ,£}¢%C“'$Qéggjy
Title:
AssT- Secvetoan
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g ' . By:
' . . , | A o Attest: MV\A @

Title:! mppgm QFFICER

" ' [TRUST COMPANY] . '
|
!
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xhibic A

DISBURSEMENT CERTIFICATE

The undersigned, being Authorized Representatives of San
Diego-Gas & Electric Company ("Company"), a California corporation,
and, in such capacity, being authorized and empowered to execute
‘and deliver this certificate, hereby certifies to the Trustee of
the San Diego Gas & Electric Company Nuclear Facilities Non-
Qualified CPUC Decommissioning Master Trust for San Onofre Nuclear
Generating Stations, pursuant .to Section 2.01 of that certain
Master Trust Agreement, dated - r 1987, Dbetween the
-Trustee and Company as follows: )

- (1) there is due and owing to each payee ("Payees")

- [all)-or-[a portion of] the invoiced cost to the

. Company for goods or services provided in connection

with the decommissioning of SONGS as evidenced by

the 1Invoice Schedule (with supporting exhibits)
attached as Exhibit 1 hereto;

~ “(2) all such amounts due and owing to the Payees consti-
' tute Decomm1551on1ng Costs- and

(3) ‘all condltlons precedent to the maklng- of this

. ‘withdrawal and disbursement set forth in any agree-
ment between such Payee and the Company have been
fulfilled.

Accordinély, you are hereby authorized to withdraw.

S from the [SONGS Unit No. 1/SONGS Unit No. 2] Non-
Qnallfled Fund of the Master Trust in order to permit payment of
such sum to be made to Payees for such purpose. You are further
authorized to disburse such sum, once withdrawn, directly to such
' Payees in the following manner: ([DESCRIBE: JOINT PAYEE CHECK,
WIRE TRANSFER, ETC.] on or before , 19 . »

_ Executed this day of , 19_ .

By:

Authorized Representative
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Exhibi¢ B

WITHDRAWAL CERTIFICATE

The undersigned, Authorized Representatives of San Diego
Gas & Electric Company ("Company"), a California corporation, and
: a corporation and, in such capacity, being

. . ’
duly authorized and empowered to execute and deliver this certifi-

cate, hereby certify to the Trustee of the San Diego Gas & Electric
Company Nuclear Facilities Non-Qualified CPUC Decommissioning
Master Trust for San Onofre Nuclear Generating Stations, pursuant

- to Section 2.01 of that certain Master Trust Agreement, dated

, 1987, as follows:

v

(1) there is due and owing to the Company [all] or [a
portion of] the invoiced cost to the Company for
goods or services provided in connection with the
decommissioning of SONGS as evidenced by the Invoice
Schedule with supporting exhibits ~“attached as
Exhibit 1 hereto;

(2) all such amounts have been paid by the Company and
‘constitute Decommissioning Costs; and

(3) all conditions precedent to the making of this

: withdrawal and disbursement and the payment by the
Company of the Decommissioning Costs set forth in
any agreement between such payee of the Company and
the Company have been fulfilled.

Accordingly, you are hereby authorized to withdraw
S from the [SONGS Unit No. 1/SONGS Unit No. 2/SONGS])
Non-Qualified Fund of the Master Trust in order to permit payment
of such sum to be made to the Company for such purpose. You are
further authorized to disburse such sum, once withdrawn, directly
to the Company in the following manner: (DESCRIBE: CHECK, WIRE,
TRANSFER, ETC.] on or before e 19 .

Authorized Representative
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Exhibi+ C
TRUSTEE FEE.SCHEDULE

- Base Fee: §750 per investment manager account
f.Sub-chount'Charge: $200 per fund account
- Transaction Charge: $15:per transaction

- Combined Asset Charge (applied to the total of all assets held
by the Trustee in the Company's nuclear decommissioning
trust): : :

20¢ per $1,000 on the first $50 million
12¢ per $1,000 on the next $150 million
7¢ per $1,000 on the next $100 million
5¢ per $1,000 on the excess
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Exhibit D
INVESTMENT MANAGEMENT

FEE SCHEDULE

- Combined Asset Charge (applied to the total market value of

the assets placed under the Trustee's supervision for'invest-
ment) : o :

$1.00 per $1,000 on the first $50 million
$0.80 per $1,000 on the next $150 million
~$0.70 per $1,000 on the excess

=54~
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. ENCLOSURE 3.D

(SDG&E Encl. 2.B.i.b)
(Applicable to SONGS 1, 2, and 3)

SAN DIEGO GAS & ELECTRIC COMPANY -
NUCLEAR FACILITIES NON-QUALIFIED CPUC DECOMMISSIONING MASTER
TRUST AGREEMENT FOR SAN ONOFRE NUCLEAR GENERATING STATIONS
NUCLEAR GENERATING STATIONS




SAN DIEGO GAS & ELECTRIC COMPANY1

NUCLEAR FACILITIESINON:QUALIFIED CPUC DECOMMISSIONING

MASTER TRUST AGREEMENT

FOR_SAN ONOFRE

NUCLEAR GENERATING STATIONS
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NUCLEAR FACILITIES NON-QUALIFIED CPUC DECOMMISSION.ING

- MASTER TRUST AGREEMENT

REOI

I AGREEMENT made this‘ gjd‘ day of DZQLWMJJL« » 1987, by

_aﬁd'between San Diego Gas & EleétriCFCompany, a California corpora-

tion ("Compahy"), and Harris Trust and Savings Bank, an Illinois

banking corporation having trust powers ("Trustee").

WHEREAS, the Company is the owner of: (1) a 20 percent
undivided interest in Unit One of the San Onofre Nuclear Generating

Station ("SONGS Unit No. 1"); and (2) a 20 percent undivided inter-

est in Unit Two of the San Onofre Nuclear Generating Station

("SONGS Unit No. 2"); and

WHEREAS, the Company is subject to regulation by the
California Public Utilities Commission ("CPUC"), an agency of the
State of California created and existing pursﬁant td California
Constitution Article XII, § 1, and by the Nuclear Regulatory
Commission ("NRC"), an agency of the United States government

created and existing pursuant to 42 -U.S.C. § 5841; and

WHEREAS, the CPUC has permitted the Company to include in
its cost of service for ratemaking purposes certain amounts to be
contributed by the Company to decommissioning funds in order to

provide adequate monies for the Company's share of decommissioning

costs with respect to SONGS:

tal




.» o | NOW, THEREFORE, in consideration of the mutua. promises

- herein contained, the Company hereby agrees to deliver to the

'*fscontrlbutlon of monles‘ to the Master Trust on or before

er . , 1987; and
TO HAVE AND HOLD, such monies and such additional monies
as may from time to' time be added thereto as provided herein,
together with the proceeds and reinvestments thereof (hereinafter

collectively called the "Master Trust") unto the Trustee;

IN TRUST NEVERTHELESS, for the uses and purposes and upon

,g,Ltbé’té#ms and’¢onditipns hereinafter set forth:

;Trustee and the Trustee hereby agrees to receive the initial-




.. DEFINITIONS, 'PURPOSE, AND NAME -

% 1,01 Definitions. As used in this Decommissioning Master Trust

Agreement, the following terms shall have the following

meanings:

(1)

(3)

- (4)

(2)

"Act" shall mean the Uniform Principal and Income Act
from time to time in effect in the State of California,

and on the date hereof set forth in California Probate

Code § 16300 et seq.

"Agreement” shall mean and include .this Decommissioning
Master Trust Agreement as the same may from time to time

be amended, modified, or supplemented.

"Authorized Representative" shall mean, with respect to
the Company, the Chief Executive Officer, President,
Treasurer, or any Vice President of the Company; and with
respect to the Committee, the members of the Committee,
or any other person designated as an Authorized Represent-
ative of the Committee by a Certificate filed with the

Trustee.

"Board of Directors™ shall mean the Board of Directors of

the Company, as duly elected from time to time.




(5)

(6)

(7)

(8)

(9)

(10)

d'f. .
"Certificate"™ or ”Certification" shall mean a wfitten

Certificate signed by two Authorized Representatives of

‘the Company for a Certificate of the Company, or two
‘Authorized Represehtati#es of the Committee for a Certif-

" -icate of the Committee.

"Code" shall mean the Internal Revenue Code of 1986, as

the same may be amended from time to time.

"Committee" shall mean the Nuclear Facilities Decommis-

sioning Master Trust Committee established pursuant to

~ Article III.

"CPUC" shall mean the California Public Utilities Commis-
sion, as defined and set forth in Section I of Arti-

cle XII of the California Constitution, or its successor.

"CPUC Order" shall mean an order or resolution issued by
the CPUC after the Company, the Committee, the CPUC
Staff, the Trustee, and other interested parties have
been given notice and an opportunity to be heard. The
order may be issued with or without hearing or by the

CPUC Advice Letter procedure or comparable procedure.

"Decommissioning Contributions" shall mean all amounts

for decommissioning expenses of the Plants reflected in

the Company's adopted annualized cost of service in and
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for the CPUC jurisdiction and contributed to the Funds

for decommissioning expenses of the Plants.

"Decommissioning Costs" shall mean the costs incurred in

- decommissioning the Plants.

"Disbursement Certificate" shall mean a document properly
completed and executed by two Authorized Representatives
of the Company and substantially in the form of Exhibit A

hereto.

"Funds" shall mean the SONGS_Unit No. 1 Non-Qualified

]ghFund and the SONGS Unit No. 2 Non-Qualified Fund, collec-

(14)

(15)

tively.

"Fund Account"” shall mean a separate account established
by this Agreement and maintained by the Trustee for each -
Fund to account for all Decommissioning Contributions (or
other céntributions as described in Section 2.02) made to
each Fund, all income and other increments to each Fund

and all disbursements from each Fund.

"Final Disbursements" shall have the meaning set forth in

Section 2.01(6) hereof.



(16) "Interim Disbursements" shall have the meaning set forth

in Section 2,01(5).hereof,‘__

(a)

(b)

(c)

'(17) 'Ihvestmént Manager (s)" shall mean the fiduciary

speéified in the Investment Manager Agreement (s) :

Which has been retained by the Committee to manage,

acquire, or dispose of any asset belonging to the
Master Trust; and

Which is:

(1) ‘registered as an investment adviser under the

Investment Advisers Act of 1940, or

(ii) a bank, as defined in that Act, or

(iii) an insurance company qualified to perform

services described in subsection (a) above,

under the laws of more than one state, and

Which has acknowledged, in writing, that it is a
fiduciary with respect to the Master Trust, that it
is qualified to act under subsection (b) above, and

has agreed to be bound by all of the terms, provi-

sions, and covenants of this Agreement.




(19)

(20)

(22)

(23)

(24)

" - manager(s) ' selected by the Committee which agreement

e .."
"Investment Manager Agreement (s)" shall mean the

agreement (s) between the Committee and an investment

- governs the management of the assets of the Master Trust

and is confirmed by the CPUC.
"Master Trust" shall consist of all contributions to any
Fund together with investments and reinvestments thereof

and any income earnings and appreciation thereon.

"Plants" shall mean the San Onofre Nuclear Generating

Station Unit Nos. 1 and 2, collectively.

"Ratepayers" shall mean those customers of the Company
receiving electric service in accordance with CPUC

approved tariff schedules.

"Service? shall mean the Internal Revenue Service.

"SONGS Unit No. 1" shall mean Unit One of the San Onofre

Nuclear Generating Station.

"SONGS Unit No. 1 Non-Qualified Fund" shall mean the Fund
established and maintained under the Master Trust for
decommissioning SONGS Unit No. 1 to which monies are
contributed that are not subject'to the conditions and

limitations of Section 468A of the Code.
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(25) "SONGS Unit No. 2" shall mean Unit Two of the San Ohofre

Nuclear Generating Station.

(26) "SONGS Unit No. 2 Non-Qualified Fund" shall mean the Fund
estéblished and maintéined under the Master Trust for .
decommissioning SONGS Unit No. 2 to which monies are

contributed that are not subject to the conditions and

limitations of Section 468A of the Code.

(27) "Trustee" shall have the meaning set forth in the first

paragraph of this Agreement.

{28) "Units" shall mean SONGS Unit No. 1 and SONGS Unit No. 2,

collectively.

(29) "withdrawal Certificate™ shall mean a document properly
completed and executed by two Authorized Representatives
of the Company and substantially in the form of Exhibit B

hereto.

1.02 Authorization. The Trustee and the Company hereby represent

and warrant that each has full legal authority and is duly
empowered to enter into this Agreement, and has taken all
action necessary to authorize the execution of this Agreement

by the officers and persons signing it.

1.03 Master Trust Purpose. The exclusive purposes of this Master
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Trust are to provide monies  for the decommissioning of the

Plants.

Establishment of Master Trust. By execution of this Agree-

" ment, the Company:

(a) establishes the Master Trust which shall consist of such

- Decommissioning Contributions (or other contributions as

described in Section 2.02) as may be delivered to the Trustee

by the Company for the Funds. The Master Trust also shall

-include additional Decommissioning Contributions (or other
~ contributions as described in Section 2.02), investments and

" reinvestments thereof, and earnings and appreciation thereon;

(b) establishes the Funds, each of which shall constitute a

trust consisting of such Decommissioning Contributions (or

~other contributions as described in Section 2.02) as may be

delivered to the Trustee by the Company designated for such

. Fund. Each Fund shall also include additional Decommissioning

Contributions (or other contributions as described in Sec-
tion 2.02) designated for such Fund, together with investments
and reinvestments thereon; and

(c) appoints Harris Trust and Savings Bank as Trustee of the

Master Trust and each of the Funds.

=10-
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Name of Master Trust. The monies received by the Trustee from

the Company (together with any add1t10na1 monies contributed

"”iby the Company and the proceeds and reinvestments thereof)

-shall constitute the "San Diego Gas & Electric Company Nuclear

'~ FPacilities Non-Qualified CPUC Decommissioning Master Trust for

San Onofre Nuclear Generating Stations."®

=}]]=
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II

DISPOSITIVE PROVISIONS

After payment of the expenses descrlbed in Section 6. 01 hereof, the

Trustee shall distribute the Master Trust as follows.

-+ 2.01 Payment of Nuclear Decommissioning Costs.“&he Trustee shall

make payments of the Decommissioning Costs in accordance with

the following procedures:

(1)

(2)

Authorized Representative. The Committee shall promptly

notify the Trustee of the selection and appointment of

”'any Authorized Representative of the Committee. The

Trustee shall have no duty to inguire into or investigate
the continued authority of such person to act as the

Authorized Representative. The Committee shall provide

the Trustee with written notice of the termination of any |

Authorized Representative's authority.

Disbursements to Third Parties. Requests for payments of

Decommissioning Costs to any person (other than the

.Company) for goods provided or labor or other services

rendered to the Company in connection with the decommis-
sioning of the Plants shall be submitted to the Trustee

on a Disbursement Certificate.
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‘ (3) Reimbursement to the Company. Requests for paymerits to

the Company in Areihbursement of Decommissioning Costs

to any other person shall be submitted to the Trustee on

”i . - a Withdrawal Certificate.

(4) Payment of Decommissioning Costs. The Trustee shall pay

Decommissioning Costs when a Disbursement Certificate or
Withdrawal Certificate is filed with the Trustee, showing

with respect to each withdrawal of money:

(a) the name and address of the person or entity to whom

payment is due (which may be the Company):

(b) the amount of money to be paid;
(c) the purpose for which the obligation to be paid was

incurred; and

(d) a CPUC Order authorizing either Interim Disburse-
ments or Final Disbursements. A copy of such order
shall accompany the Disbursement Certificate or

Withdrawal Certificate, -

Each Disbursement Certificate or Withdrawal Certificate must

certify. that the expenses to be paid constitute

=]3=
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Decommissioning Costs and shall provide satisfactory evidence

to the Trustee of same.

(5)

(6)

Interih Disbursements. The estimated costs and schedule
for decommissioning.eachiof the Plants shall be reviewed
periodically and updated when the revenue requirement for
decommissioning is reviewed by the CfUC in the Company's
general rate cases. .Two years prior to the time decom-
missioning of a Plant or Plants is estimated to begin,
the Company shall apply for CPUC approval of the estimat-

ed cost and schedule for decommissioning each Plant.

Upon the occurrence of changed circumstances, the Company

‘may apply to the CPUC for amendments to the estimated

cost and schedule for decommissioning each plant. Upon
approval of the cost and schedule for decommissioning
each Plant or Plants, the CPUC shall authorize Interim
Disbursements from the apblicable Fund to pay Decommis-
sioning Costs. Interim Disbursements shall be limited to
90% of ﬁhe forecast of Decommissioning Costs approved by
the CPUC. Final payment from the applicable Fund for all
Decommissioning costs shall be made pursuant to Sec-

tion 2.01(6).

Final Disbursements. The Company shall apply for and

acquire  CPUC approval of the estimated final cost for

decommissioning each Plant or Plants. Such application

shall be made one year in advance of the time the Company
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. estimates use of funds exceeding 90% of the forecast of

Decommissioning Costs approved by the CPUC will be

'required. ' Upon approval of the final cost of decommis-
sioning each Plant, the CPUC shall authorize Final
Disbursements from the applicable Fund to pay Decommis—'
sioning Costs. The Trustee shall make é Final Disburse--
ment when a CPUC Order and a Disbur#ément Certificate or

Withdrawal Certificate is filed with the Trustee to show:

(a) the name and address of the person or entity to whom
payment 1is due, including reimbursement to the
Company;

._ v ~ (b)  the amount of money to be paid; and

(c) the purpose for which the obligatiqn to be paid was

_incurred.

2.02 Additions to Master Trust. From time to time after .the

initial contribution to the Master Trust and prior to the
termination of this Trust, the Company may make, and the
Trustee shall accept, additional contributions of money to the
Master Trust to satisfy the purpose of this Master Trust as
set‘forth in Section 1.03, which contributions may be made to

the applicable Fund Account(s).
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No Transfers Between Fund Accounts. The Trustee and the

Company further under§tand_and agree that it is of the essence

'ﬂﬁthgt no transfer of monies is to occur between Fund Accounts

-except when expiicitly indicated by Certificate of the Company

. that such transfer is necessary to effectuate the purposes of

2.04

this Master Trust.

Designation of Funds. Upon: (a) the initial contribution to
the Master Trust; (b) any withdrawal from the Master Trust for
becommissioning Costs pursuant to Section 2.01 or for adminis-

trative expense pursuant to Section 6.01; (c) any addition to

the Master Trust pursuant to Section 2.02, the Company shall

"désignate, by ‘Certificate,~ the approprlate Fund Account (s)

.which are to be credited or deblted. by such contribution,.

withdrawal, addition, or adjustment, and the Trustee shall
credit or debit the appropriate Fund Account(s) in accordance

with such designation.

2.05 Distribution 6f Income.

(1) Generally. The Trustee shall not be precluded from

pooling Decommissioning Contributions (or other contribu-

tions as described in Section 2.02) with respect to each

of the Fund Accounts for investment purposes, and may
treat each Fund Account's Decommissioning Contributions

(or other contributions as described in Section 2.02) as

-16-
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2.06 No Transferability of Interest in Trust. The interest of the

. o

having received or accrued a ratable portion of the

Master Trust income in any year.

(2) Principal and Income. All questions relating to the

ascertainment of income and principal and the allocation
of receipts and disbursements between income and princi-

pal shall be resolved by the Trustee in accordance with

the terms of the Act.

(3) Income on Current Collections. As of the end of each

accountihg period of the Trust, the income of the Master
"Trust shall, for purposes of all subsequent accounting

~ _periods, be treated as Master Trust principal.

Company in the Master Trust is not transferable by the Compa-
ny, whether voluntarily or involuntarily, nor subject to the

claims of creditors of the Company, provided, however, that

any crediﬁor of the Company as to which a Disbursement Certif-
icate has been properly completed and submitted to the Trustee
may assert a claim directly against the Master Trust in an
amount not to exceed the amount specified on such Disbursement
Certificate. Nothing herein shall be construed to prohibit a
transfer of the Company's interest in the Master Trust upon
sale of all or part of the Coméany's ownership interest in any
Plant or Plants; provided, however, that any such transfer

shall be subject to the'prior approval of the CPUC.
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2.07 Resolution of Disagreements. If any disagreement arises

between the Company, the Committee, and/or the CPUC Staff

- regarding the Master Trust, the disagreemenf shall be submit-

ted to the CPUC for resolution by issuance of a CPUC Order

- after notice and an opportunity to be heard, as provided in

2.08

‘the California Public Utilities Code, has been given to the

Company, the Committee, the CPUC Staff, the Trustee, and any
interested parties. The CPUC, on its own motion, may raise
and consider any issue with regard to the Master Trust, and
any such issue raised on the CPUC's own motion shall be
resolved as provided above. Pending resolution of the dis-

agreement, the Trustee shall act in accordance with the

‘Committee's direction. Nothing in this Agreement shall be

construed to limit the rights of the Company, the Committee,

the CPUC Staff, the Trustee or any other interested party
under the California Public Utilities Code or the California

Constitution or other applicable laws or regulations.

Termination of Master Trust. This Master Trust shall be
irrevocable and will terminate (in whole or in part) upon the

earlier of:

(1) Receipt by the Trustee of a Certificate from the Commit=
tee stating that substantial completion of the nuclear
decommissioning of the Plénts has occurred (as defined in
Treasury Regulations promulgated under Code Sec-

tion 468A);
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._ (2) The twentieth anniversary of the date of the death of the
survivor from among a class consisting of all of the
desééndants'of'thh;D.'kdckeféller, late of New York, New'

York, born on or prior to January 1, 1987; or

(3) At such earlier time as the CPUC may order the Committee

to terminate all or a portion of this Master Trust.

2.09 Distribution of Master Trust Upon Termination. Upon termina-"

tion of this Master Trust or of any one or more of the

Fund(s), the Trustee shall aésist'the Investment Manager in

_liquidating the assets of the Master Trust, or Fund(s), and

thereupon distributing the then-existing assets of thé Master

. - _. Trust, or Fund(s) (including accrued, accumulated, and undis-
tributed net income) less final Master Trust administrative

expense (including accrued taxes) to the Company; groVided,

however, that no such distribution shall be made unless the

Committee provides a Certificate to the Trustee stating that a

CPUC Order has been issued which specifically authorizes such

payment to the Company for distribution to the Company's then
current Ratepayers, or as otherwise provided in the order. 1In
the event the Funds are no 1on§er needed for Decommissioning
Cosﬁs and/or Master Trust administration expenses, they shall
be returned to Ratepayers in a manner to be prescribed in an
Order of the CPUC. In the event the CPUC or a successor no
. 16nger exists, the Trustee shall make such distribution to the

Cbmpany upon teceipt of an opinion of legal counsel to the
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2.10

Company accompanying a Certificate of the Company stating .that

no CPUC Order is necessary to authorize such distribution.

Alterations and Amendments. The Trustee and the Company

" understand and agree that modifications or amendments may be

required to this Agreement from time to time to effectuate the

purposes of this Trust.

The CPUC by Order may direct the Company to amend, in whole or

in part, any or all of the provisions of this Agreement;

provided that the CPUC shall not cause the Company to amend

this Agreement if such action would defeat the purpose of the

Master Trust. The Committee may also amend this Agreement

- thirty days after filing a copy of the proposed amendment with

the CPUC. No proposed amendment may be made if written
objections to the proposed amendment are filed within the
thirty-day period. Any party making written objections to a
proposed amendment shall serve the written objections with a

certificate of service on the Company, the Committee, “the

Trustee, and the CPUC Staff on the same day the written

objections are filed with the CPUC. Any written objections
which cannot be settled shall be resolved in accordance with
Section 2.07. Proposed amendments filed with the CPUC shall
include in the transmittal letter a reference to the foregoing
procedure for making written objection to such proposed
amendments. Notwithstanding anything herein to the contrary,

no amendment which affects the specific rights, duties,
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2.11

. »

responsibilities, or liabilities of the Trustee, shall be made

without its consent and no amendment shall be effective prior

to the Trustee receiving reasonable notice thereof.

No Aﬁthority't6‘Conduct Business. The purpose of this Master
Trusﬁ is iimited to the matters set forth in Section 1.03
above,'spécifically, and there is no objective to carry on any
busineés unrelated to the Master Trust purposes set forth in

Section 1.03 ﬁereof, or divide the gains therefrom.
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III

THE_COMMITTEE

3.01 Members. The Co@mittee'shall consist of five (5) members.

" The members shall be nominated by the management of the

Company, and their nomination shall be confirmed by the Board

‘of Directors of the Company. No more than two (2) of the

‘members of the Committee shall be employees, officers, or

directors of the Company, or otherwise be agents of the
Company in any capacity except as members of the Committee.
The names of the nominees shall be furnished to the CPUC in

writing within ten (10) days of their nomination. The Company

"shéllhfurnish the CPUC with a resume of their background and

qualifications. The three (3) nominees who are not affiliated

with the Company shall be confirmed by the CPUC within 60 days

of their submittal. For these three nominees, the Company
shall furnish to the CPUC a statement in v}riting affirming
that such nominees are not employees, officers, directors, or
otherwise _agénts of the Company and providing sufficient
additional information to determine the existence of any
conflict or potential conflict of interest. The three (3)
nominees who are not affiliated with the Company shall furnish
the CPUC with a declaration that the nominee has no financial
or other interest that would conflict with the discharge of
their responsibilities as Committee members. Ownership of
minor amounts of the Company's stock, being a customer of the

Company, or having routine business relationships such as
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providing normal banking services shall not be regarded as

creating such a conflict or an agency relationship.

If at any time and for any reason there are insufficient

h members of the Committee not affiliated with the Company to

permit the Comm:.ttee to obtain a quorum, the CPUC, at the

- request of the Company, may issue an order allowing the

Committee to function for a limited period of time with more
thao two (2) members who are employees, officers and/or
directors of the Company. Should the CPUC issue such an
order, it shall prescribe in that order the limited period of

time during which the Committee may be composed of more than

i two (2) members who are officexs, employees and/or directors

3.02

of the Company, and it shall prescribe a time by which the
Company must submit the names of new nominees for confirmation
by the CPUC. The Committee shall not function with more than
two (2) members who are officers, employees and/or directors
of the Company except upon such order of the CPUC, and then
only within the period of time prescribed in the order of the

CPUC.,

Term, The term of each member shall be five (5) years;
however, any member may be removed by the CPUC for reasonable
cause at any time. The Company shall notify the Trustee and

the Investment Manager(s) of all appointments and replacements

of Committee members in writing signed by an Authorized

‘Representative. Initial appointments of Committee members may
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3.03

3.04

be for less than a five-year term in order to. establish

staggered membership terms among the members of the Committee.

Acts of Committee. Each member of the Committee shall have

one vote apd the Committee shall act by majority decision. It
shall require a minimum of four (4) members of the Cohmittee
to constitute a quorum in order for thé- Committee to act.
Votes of members of the Committee shall be recorded on all
matters voted on or decided by the Committee. Full minutes of
Committee meetings shall be maintained. The Committee shall

be subject to the jurisdiction of the CPUC.

Duties of Committee. The Committee shall direct and manage

- the Master Trust and perform all duties attendant thereto,

3.05

including the appointment of trustees and investment managers

and the execution owahatever contracts,vagreements, or other
documents it deems necessary to manage and ihvest such assets.
The Committee may retain the services of such professional
advisors, legal counsel, and administrative support as it
deems necessary to carry out its responsibilities hereuﬁder.
The reasonable fees and/or compensation of any such assistance
the Committee may desire to retain shall be regarded as

appropriate Master Trust administration expenses.

Committee Reports. The Committee shall evaluate the perform-

ance of the Trustee and Investment Manager (s) annually and

submit a written report to the CPUC. The report shall be
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confidential and submitted to the CPUC by the Company under

the provisions of Section 583 of the Public Utilities Code or

.~ any applicable successor provision. The report shall include;

at a minimum:

(a) A finding, with supporting analysis, as to whether the
current Trustee and Investment Mahéger(s) should be

retained or replaced;

(b) In the case where more than one investment manager is

used, a justification therefor;

(c) The voting record of the Committee ‘members and the

minutes of all Committee meetingé; and

(d) An itemized accounting of the Master Trust administration

expenses and the basis therefor.

At least once every three years the Committee shall evaluate
potential »substitute trustees and investment managers. and
submit a report thereon to the CPUC. The report shall be
confidential and submitted to the CPUC by the Company under
the provisions of Section 583 of the Public Utilities Code or
any applicable successor provision. This report may be
combined with the annual repdrt described above, and shall

include, at a minimum:
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(a) A description of the Committee's attempts to sclicit '

proposals from other firms which can perform the trust

~.and investment management duties;

(b) An evaluation of at least three firms which could poten~-
tially replace the current Trustee and/or Investment

Manager (s); and

(c) A Jjustification of the continued use of investment
manager (s) on a retainer basis, as opposed to the Trus-

tee's employment of an "in house" investment advisor.

" The Committee shall not be required to solicit proposals to

3.06

replace a Trustee(s) or Investment Manager(s) who, in the

judgment of the Committee, are performing adequately and have

served as a Trustee and/or Investment Manager hereunder for

less than three years.

Compensation. Each Committee member who is not an employee,

officer, director, or otherwise an agent of the Company shall
be entitled to reasonable fees and/or compensation for their
services hereunder. At the time a nominee's name is furnished
to the CPUC, the Company shall furnish to the CPUC a statement
in writing setting forth ail proposed fee and/or compensation
arrangements with such nominee. The fee and/or cdmpensation
arrangements shall be sﬁbject to the approval of the CPUC. If

the fee and/or compensation arrangements with -any member
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should be changed for any reason whatsoever, within ten (10)

~days of such change, the'Compény shall furnish to the CPUC a

statement in writing fully describing the new fee and/or

compensation érrangements, and such changes shall be subject

. to the approval of the CPUC. Each Committee member shall be

3.07

reimbursed for all reasonable expenses incurred in connection

with the performance of his duties under this Agreement. Fees

and/or compensation paid to members of the Committee, reason-

"able expenses of the members of the Committee, including

premiums for liability insurance if applicable, shall be

regarded as appropriate Master Trust administration expenses.

Committee May Limit Trustee Actions. The Trustee shall not

'fake'any act or participéte in ény‘transaction which would

violate the terms and conditions of any instructions provided

- by a Certificate of the Committee so long as the terms and

conditions of the Certificate are consistent with this Agree-

ment,
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Iv

TRUSTEES

Designation and 'gualification of Successor Trustee(s). The

. Company by this Agreement has appointed the corporate fiduci-

ary named} herein having all requisite corporate power and
authority to act as the sole original Trustee. The Trustee
shall act in accordance with the directions provided to it by
the Committee under the terms of this Agreement. At any time
during the term of this Trust, the Committee shall have the

right to remove the Trustee acting ‘hereunder and appoint

" another qualified corporation as a Suceessor Trustee upon
thxrty (30) days' notlce in wrltlng to the Trustee, or upon

'such shorter notlce as may be acceptable to the Trustee. 1In

the event that the Trustee or any Successor Trustee shall:

‘(a) become insolvent or admit in writing its insolvency;

(b) be unable or admit in writing its inability to pay its

debts as such debts mature; (c) make a general assignment for

 the benefit of creditors; (d) have an involuntary petition in

bankruptcy filed against it; (e) commence a case under or
otherwise seek to take advantage of any bankruptcy, reorgan-

ization, insolvency, readjustment of debt, dissolution or

.liquidation law, statute, or proceeding; or (f) resign, the

Trustee or Successor Trustee shall cease to act as a fiduciary
of this Master Trust and the Committee shall appoint a Succes-
sor Trustee. In the event of any such removal or resignation,

the Trustee or Successor Trustee shall have the right to have
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its accounts settled as provided in Section 4.05 hereof. Any

successor to the Committee, aslprovided‘herein, shall have the

.. same right to remove and to appoint any Trustee or Successor

4.02

Trustee;

Any Successor Trustee shall qualify by a duly acknowledged

acceptance of this Trust, delivered to the Company, the
Committee, and the CPUC. Upon acceptance of such appointment
by the Successor Trustee, the Trustee shall assign, transfer
and pay over to such Successor Trustee the monies and proper-
ties then constituting the Master Trust. Any Successor

Trustee shall have all the rights, powers, duties and obliga-

' tions herein granted to the original Trustee.

1f for any reéson the Committee cannot or does not act in the
event of the resignation or removal of the'Trustee, as provid-
ed above, the Trustee may apply to the CPUC for the appoint-
ment of a Successor Trustee. Any expenses incurred by the
Trustee in connection therewith shall be deemed to be an

expense of administration payable in accordance with Sec-

tion 6.01 hereof.

Resignation. The Trustee or any Successor Trustee hereof may
resign and be relieved as Trustee at any time without prior
application to or approval by or order of the CPUC or of any
court by a duly acknowledged instrument, which shall be

delivered to the Company and the Committee by the Trustee not
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less than sixty (60) days prior to the effective date of the

Trustee's resignation or upon such shorter notice as may be

'ﬁqﬁacceptéble-to the Company and the Committeé;

4.03

Compensation. The Trustee shall be entitled to compensation

from the Master Trust as shown on Exhibit C.

This fee schedule is effective for the. first six years from

the date assets are initially contributed to the Company's

nuclear decommissioning Master Trust. Nothing herein shall
preclude renegotiation of the foregoing fee schedule due to

significantly changed circumstances, provided, however, that

vahywphange in the fee schedule shall require the approval of

the CPUC prior to becoming effective.

Whenever the Trustee exercises its investment discretion as
provided in Article VII, it shall be entitled to compensation

from the Master Trust as shown on Exhibit D.

This fee schedule shall be effective through 1995 for all
assets placed under the Tfustee's investment discretion prior
to January 1, 1990. The fee schedule for assets placed under
the Trustee's investment discretion on or after January 1,
1990 shall be subject to renegotiation. The renegotiated fee

schedule shall require the approval of the CPUC prior to

becoming effective.




' ., 4.04 Establish Fund Accounts. The Trustee shall maintain separate '
Fund Accounts for each Fund established by this Agreement to
V‘account for Decomm1551on1ng Contr;butlons (or other contribu-
i ﬁfﬂ3;  - " tions as descrlbed in Sectlon 2.02) contributed to each Fund,
and all income and other increments to each Fund, and dis-
bursements'ffom éach Fund -subject to the provisions of Sec-

tion 2.04 above. v -

»4.05 Accounts. The Trustee shall present financial statements to
the Company and the Committee on a quarterly basis (within
forty-five (45) days following the close of each quarter), or
at such other frequency as the Committee shall from time to
fime redui:e. The financial statements shall show the finan-

‘ o c:.al cona.i»tién of fhe Masﬁer Trust, includiné, without limita-
o tibn, income and expenses of the Master Trust for the peridd.
The Trustee shall assume responsibility for employing independ-

ent certified public accountants to audit the financial
statements not less frequently than annually, subject to the
provisions contained in Section 6.05. The Company and the
Committee shall have the right to object to any of the Trus-

tee's audited financial statements. If either the Company or

the Committee desires éo object to the Trustee's audited
financial statements it shall deliver notice of its objection

to the Trustee in writing within three years from the day the
Trustee shall mail or deliver such audited financial state-

ments to the Company and the Committee. 1If no written objec-

. tion is made within that time, the presentation of the audited

=31- |

O




R

financial statements tc the Company and the Committee shall

release and dlscharge the Trustee with respect to all acts or

-o;om1551ons to the date of sald audlted financial statements;

:prov1ded, however, that nothlng contalned herein shall be

- deemed to relieve the Trustee of any liability which may be

- imposed pursuant to Section 4,07 hereof.

Tax Returns and Other Reports. The Trustee, the Committee,

and the Company shall cooperate in the preparation of income

or franchise tax returns or other reports as may be required

from time to time and, subject to the limitations contained in

Section 6.05, may employ independent certified public account-

“ants or other tax counsel to prepare or rev1ew such returns

A'and reports.‘ The Trustee shall present to the Company and- the

4.07

Committee on a monthly basis a report setting forth all
investments purchased by the Investment Manager (s) during the
previous month. The Trustee shall advise the Company and the
Committee if any of the investments, in the Trustee's opinion,
may constitute a violation of the restrictions on investment

of trust assets outlined in Section 7.02 hereof.

Liability. The Trustee ehall be liable for the acts, omis-
sions or defaults of its own offioers and employees. The
Trustee shall not be liable for the acts, omissions or de-
faults of its agents, provided any such agents were selected
with reasonable care and the performance and status of the

agent 1is monitored with reasonable .care throughout the




duration of the agency reiationship. The Trustee shall rot be.

liable for the failure or default of any bank or depositary,
- provided any such bank‘or depositary was selected with.reason-
able ca;é and its-performance and status is monitored with
. reasonablé care. Except where the Trustee exercises its
investment discretion as provided in this Agreement, the
Trustee shall nbt be liable for the acts or omissions of any

Investment Manager (s) acting hereunder. Except as provided in

Section 4.05, the Trustee shall not be liable in regard to the

exercise or nonexercise of any powers and discretions properly

delegated pursuant to the provisions of this Agreement.

'»thwithstanding the foregoing, the Trustee (and not the Master
.f£ﬂéti :;ﬁgli tbe liable} for any 'losées," penaltieé, or
éssessments flowing from viélation of the réstfictions on the
investmént of trust assets as set forth in:Section 7.02 hereof
where the decision to invest trust assets in investments not
meeting the restrictions outlined in Section 7.02 hereof was
made by or was in the power and control of the Trustee as

provided in this Agreement.

Pursuant to Section 6.08 Qf this Agreement; the Trustee 1is
prohibited from doing any act or knowingly engaging in any
transaction that would violate the terms and conditions of any
instructions provided by written Certificate of the Committee,
or contravening any provision of this Agreement. Upon receipt

of a Certificate of the Committee giving the Trustee notice of
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either (a) instructions of the Committee to the Trustée, or

(b) acts or transactions the Committee believes constitute a

f?Violation by the Trustee of_the'provisicns.of this Agreement,

the Trpsteevshall follow the instructions of the Committee,
and/or cease and desist from the acts identified in the
Certificate as violating the provisions of this Agreement. To
the extent the Trustee fails to follow thewinstructions of'the
Committee, or continues with any act identified in the Certif-
icate as violating the provisions.of this Agreement, from the
date of receipt of the Certificate providing the instructions
and/or notice of violation of the provisions of this Agree-

ment, the Trustee (and not the Master Trust) shall be liable

»lfo:_all conseQuences flowing from any failgre to follow the

Committee's instructions, and/or flowing from any violation by
the Trustee of the provisions of this Agreement. Notwith-
standing the foregoing, the Trustee (and not the Master Trust)
shall be liable for all consequences flowiné from any viola-
tion by the Trustee of the provisions of this Agreement,
regardless of whether notice thereof was provided by the

Committee.

Indemnity of Trustee. The Trustee shall be held harmless from

any and all liability in acting in accordance with a proper

Certificate or Certification of the Company or the Committee.
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. ENCLOSURE 4.A
(Applicable to SONGS 1, 2, and 3)

SOUTHERN CALIFORNIA EDISON COMPANY -
INVESTMENT MANAGEMENT AGREEMENT BETWEEN RCM CAPITAL MANAGEMENT
AND THE NUCLEAR FACILITIES DECOMMISSIONING MASTER TRUST
COMMITTEE FOR THE CPUC QUALIFIED MASTER TRUST
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INVESTMENT MANAGEMENT AGREEMENT

PARTIES _

The Parties to this INVESTMENT MANAGEMENT AGREEMENT
("Agreement”) are RCM Capital Management ("Investment
Manager®) and the Nuclear Facilities Decommissioning Master
Trust Committee ("Committee") created pursuant to
Article III of that certain Nuclear Facilities Qualified
CPUC Decommissioning Master Trust Agreement, dated

November 25, 1987 ("CPUC Qualified Master Trust®).

RECITALS

2.1 Southern California Edison Company (“Company”) is a
public utility subject to regulation by the
California Public Utilities Commission ("cpuc").

2.2» Pursuant to Section 468A of the Internal Revenue Code
of 1986 ("IRC") (all references to the IRC shall
include any amendments thereto, any requlations
thereunder and any applicable successor provisions)
certain Federal income tax benefits are available to
the Company by creating and funding qualified
decommissioning funds associated with the San Onofre
Nuclear Generating Station ("SONGS") and the Palo
Verde Nuclear Generating Station ("Palo Verde").

2.3 The Company has established the CPUC Qualified Master
Trust with Harris Trust and Savings Bank ("Trustee"),

in order to provide adequate monies for the Company's




CPUC jurisdictional share of decommissioning costs
associated with SONGS and Palo Verde.

The Committee has been created to direct and manage
all assets of the CPUC Qualified Master Trust and to
perform all duties attendant thereto, including the
appointment of investment managers and the execution
of whatever contracts, agreements, or other documents
it deems necessary to manage and invest such assets.
The Committee desires to employ the Investment
Manager to manage a portion of the CPUC Qualified

Master Trust.

AGREEMENT

In consideration of the promises and mutual covenants

contained herein, the Committee and the Investmeht Manager

hereby mutually covenant and agree as follows:

EMPLOYMENT

4.1

The Committee hereby employs the Investment Manager
to manage the CPUC Qualified Master Trust assets
("Investment Account") shown on Appendix A, attached
hereto and made a paft hereof, and such other assets
as the Committee may, from time to time, designate in
writing.

By execution-of this Agreement the Investment Manager
accepts the appointment as investment manager and
agrees to supervise and direct the investments of the
Investment Account in accordance with Section 7.4

hereof.




‘ ‘ 4.3 The Investment Manager shall not under any
circumstances have custody or physical control of any
assets of the Investment Account, it being intended
that the Trustee, pursuant to the terms of the CPUC
Qualified Master Trust, shall be responsible for the
safekeeping thereof and for thé physical consummation
of all transactions made pursuant to the directions

of the Investment Manager or otherwise.

5. THE MMITTEE
In this Agreement certain powers (including, without
limitation, the right to give certain directions, notices,
instructions and consents) are reserved to the Committee.
. The Committee shall have authority to vde]..egate the right to

exercise such powers, or any one or more of them, and any

responsibilities in connection therewith, to such person or
persons, as the Committee may from time to time determine.
The Committee shall give the Investment Manager written
ndtice of any such delegation, including specimen
signatures of all persons authorized to exercise such
powers or to sign any documents on behalf of the Committee,
and the Investment Manager shall be entitled to rely on
such written notice of any such delegation, including
specimen signatures of all persons authorized to exercise
such powers or to sign any documents on behalf of the
Committee, and the Investment Manager shall be entitled to
. rely on such written notice of delegation until given

written notice of any revocation of any such delegation.



THE INVE N N

The Committee shall provide, or shall cause the Trustee to
provide,_ to the Investment Manager on a continuing basis
such information concerning security transactions and the
status of the Investment Account as the Investment Manager
may reasonably request. Payments from the CPUC Qualified
Master Trust which are chargeable against the Investment
Account, and allocations of assets to or from the
Investment Account, may be made from time to time as
provided in the CPUC Qualified Master Trust agreement. The
Committee shall promptly notify, or shall cause the Trustee
promptly to notify, the Investment Manager of any such
payment or allocation. The Committee shall give the
In&estment Manager reasonable advance notice of any cash
requirements, and the Invéstmeht.ﬁahager shall maintain in
cash or cash equivalents sufficient assets to meet such

cash requirements.

MANAGEMENT OF A NT

7.1 The Investment Manager shall, subject to the
provisions of Section 7.4 hereof, have complete
discretion in the investment and reinvestment of the
assets held in the Investment Account and shall
determine what securities or other property shall be
acquired, held or disposed of for the Investment
Account and, subject to the provisions of Section 6
hereof, what portion of the assets held in the

Investment Account shall be held in cash or cash

equivalents. |




The Investmént Manager shall have authority as
provided in Section 5.02 of the CPUC Qualified Master
Trust -agreement to direct the Trusﬁee with respect to
the investment and management of the assets held in
the Investment Account. The Investment Manager shall
exercise its power and carry out its duties hereunder
at all times in a manner which conforms to the terms
of this Agreement, the CPUC Qualified Master Trust
agreement, and applicable law.

Unless otherwise specified in writing to the
Investment Manager by the Committee, all orders for
the purchase and sale of securities for the
Investﬁent Account shall be placed in such markets
and through such brokers or dealers as in the
Investment Manager's best jhdgment offer the most
favorable price and market for the execution of such
transactions. The Committee understands and agrees
that the Investment Manager may effect securities
transactions which cause the Investment Account to
pay an amount of commission in excess of the amount
of commission another broker or dealer would have
charged, provided, however, that the Investment
Manager determines in good faith that such amount of
commission 1is reasonable. Brokerage fees or
commissions shall be evaluated in relation to the

value of brokerage and research services provided by

such broker or dealer, viewed in terms of either the




specific transaction or the Investment Manager's

overall responsibilities for the Investment Accounts
for which the Investment Manager exercises investment
discretion. The Committee also understands that the

receipt and use of such services will not reduce the

Investment Manager's customary and normal research

activities.

7.4 The Investment Account shall be invested in

‘conformity with the provisions of IRC Section 468A.

Specifically, investments for the Investment Account

shall be limited to:

(A)

(B)

()

Public debt securities of the United States
(Obligations that are taken into consideration

for purposes of the public debt limit);

Obligations of a state or local government that
are not in default as to principal or interest
(Obligations of a State or local government means
the obligations of a State or local governmental
unit the interest on which is exempt from tax

under IRC Section 103(a)); and

Time or demand deposits in a bank (as defined in
IRC Section 581) or an insured credit union
(within the meaning of Section 101(6) of the

Federal Credit Union Act, 12 U.S.C. 1752(7)),



located in the United States. The term "time or
demand deposits” includes checking accounts,
savings accounts, certificates of deposit or
~other time or demand deposits. The term does not
include common or collective trust funds, such as

a common trust fund as defined in IRC Section 584.

The Investment Account may not be invested in any
investment which would violate the provisions’against
self-dealing contained in IRC Section 4951 as made
applicable to the CPUC Qualified Master Trust by IRC
Section 468A(e)(5) any reqgulations thereunder, and any
successor provision. The Committee agrees to cooperate
with the Investment Manager in identifying and/or
ascertaining any conduct, act'or transactiod which may
constitute "self-dealing®” under IRC Section 4951.

The Investment Manager is hereby empowered to issue orders
for the purchase or sale of securities for the Investment
Account directly to a broker or dealér. The Investment
Manager shall give the Trustee prompt written notification
of each such order unless the Trustee settles such orders
through a securities depository using an institutional
delivery system, in which case the Trustee may deliver or
receive securities in accordance with appropriate trade
reports or statements given the Trustee by such depository
without having received communications or instructions

“from the Investment Manager. In any event, the Investment




Manager shall instruct the broker or dealer concerned to
forward a copy of the confirmation of the execution or
such order to the Trustee and, if the Committee so

requests, to the Committee and other interested parties.

TAT REPRESENTATION AND ACKNOWLEDGEMENT F_INVESTMENT MANAGER
8.1 The Investment Manager-represents and warrants that it is
(a) duly registered as an investment adviser under the
Investment Advisers Act of 1940 or (b) a bank, as defined
in that Act, or (c) an insurance company qualified to
perférm investment advisory services under the laws of
more than one state. The Investment Manager agrees to
maintain such registration or status in fuil force and
effect. The Investment Manager agrees that as soon as it
knows or has-reason to knoﬁ that such registration or
status may terminate it shall notify the Committee
forthwith. |

8.2 The Investment Manager acknowledges that it shall be a
“fiduciary” with respect to the CPUC Qualified Master
Trust and that it shall discharge its duties hereunder at
all times with the care, skill, prudence, and diligence

under the circumstances then prevailing that a prudent man

i acting in a like capacity and familiar with such matters

| ' t would use in the conduct of an enterprise of a like
character and with like aims. The Investment Manager
agrees to exercise its-powers and to discharge its duties

' hereunder in accordance with the provisions of the CPUC



Qualified Master Trust agreement. The Investment Manager
acknowledges that it has received copies of the CPUC

Qualified Master Trust agreement.

9. INFORMATION AND REPORTS

9.1

Within 45 days after the close of each calendar
quarter, the Investment Manager shall submit a
written report to the Committee detailing the actions
taken by the Investment Manager under this Agreement
during such calendar quarter. Such reports shall be
furnished to the Committee containing an asset
summary, the Investment Account investments' cost and
market values, before and after-tax rate of return
measurements computed on a time-weighted basis, along
with other selected measurés and characteristics as
may be requested by the Committee. Available
twelve-month and market cycle period results shall
also be provided.

The Trustee in performing its duties under
Section 4.05 of the CPUC Qualified Master Trust
agreement may from time to time request the
Investment Manager to furnish the Trustee with
repoits of the valuation of particular assets held in
the Investment Account and copies or summaries of any

reports of the Investment Manager containing

‘reasonably current information as to the valuation or

factors affecting the valuation of such assets. The




9.3

Investment Manager shall provide such reports as the
Trustee reasonably requests.

The Investment Manager shall keep accurate and
detailed records and accounts of all investments of
the Investment Account and of all receipts,
disbursements and other transactions hereunder
affecting the Investment Account. All such records
and accounts and all documents relating thereto shall
be open at all reasonable times and under reasonable
conditions to inspection and audit by any person or
persons designated by the Committee.

The Committee and the Investment Manager agfee fo
provide to each other vsuch information as the
Investment Manager, or the Committee, as the case may
be, maf reésonably request to enablé it to carry ouf
its duties, obligations and responsibilities wunder
this Agreement, the CPUC Qualified Master Trust
agreement and applicable law. The Investment Manager
agrees to notify the Committee promptly in writing of
(i) the commencement of any proceeding, suit or
action, whether «c¢ivil or criminal, or the
commencement by any state or federal administrative
authority of any investigation or other
administrative proceeding, if such proceeding, suit,
action or investigation arises out of the conduct by

the Investment Manager or itsv principals, or

 employees, or arises out of a violation or alleged

-10-



violation by any such person of any state or federal
securities law, rule of requlation, and (ii) the
commencement of any other proceeding, suit or action,
whether c¢ivil or criminal, against the Investment
Manager or any of its principals, affiliates or
employees if an unfavorable determination in such
proceeding, suit or action against any such person
would have a material adverse effect on the
Investment Manager's financial position or stability
or otherwise interfere with performance of its duties
hereunder.

All information and advice furnished to or obtained
by the Committee, the Investment Manager, the Trustee
or the CPUC under or in connection with this
Agreement ‘shall be treated as confidential and shall
not be disclosed to third parties except as required
by law.

As provided in the CPUC Qualified Master Trust
agreement, the Committee shall evaluate the
performance of the Investment Manager annually and
submit a written report to the CPUC. The report
shall be confidential and submitted to the CPUC under
the proviSions of Section 583 of the Public Utilities
Code or an applicable successor provision. Also, as
provided in the CPUC Qualified Master Trust

agreement, the Committee shall evaluate potential

- substitute investment managers at least once every

-11-




three years and shall submit a report to the CPUC.

‘ The report may be combined with the annual report

described above and shall be subject to the same

confidentiality provisions.

The following factors may necessitate a formal

reconsideration of the retention of the Investment

Manager or the allocation of funds to the Investment

Manager at any time:

(A)

(B)

(©)

A change in investment philosophy and/or
style of the Investment Manager as discerned

by the Committee;

A substantive change, aé defined by the
Committee, 1in the managehent of the
Investment Manager, including a significant
change of professional staff, a change in
ownership of the Investment Manager's firm,
or other significant organizational changes;

or

Any violation of permitted investment
strategies as defined by IRC
Sections 501(c) (21)(B)(ii) and

468A(e)(4)(C), or this Agreement.

-12-




10.

10.1

10.2

10.3

LIABILITY

The Investment Manager shall be liable for any acts,
omissions or defaults of its own officers and agents;
provided, however, that the Investment Manager shall
not be liable for the acts, omissions or defaults of
an agent acting 'in its capacity as a broker/dealer
provided that such agent (1) is a widely recognized
bank or broker/dealer that commonly engages in
similar investment transactions with institutional
investors, and (2) was selected with reasonable care
and the performance and status of the agent is
monitored with reasonable care throughout the
duration of the agency relationship. This Section
10.1 shall not apply to any liabilities imposed under
the IRC. ’ | |

The Investment Manager shall be liable for any tax
imposed pursuant to IRC Section 4951 (or any
applicable successor provision) with respect only to
investment transactions authorized by the Investment
Manager for the CPUC Qualified Master Trust provided,
however, that in determining the applicability of
Section 4951, the Investment Manager may rely on a
list provided and maintained by the Committee of
"disqualified persons” as defined in Section
4951(e)(4) of the IRC.

Except as provided in Sections 10.1, 10.2, 10.4, and

10.5, the Investment Manager shall not be responsible

-13-




10.4

for, and shall be held harmless from, any and all
liability to the Company, the Committee, or the CPUC
qulified Master Trust, including, but not limited
to, any and all 1liability resulting from
disqualification of the CPUC Qualified Master Trust
by the Internal Revenue Service or taxes imposed on
the CPUC Qualified Master Trust, the Committee, or
the Company.

In the event the Investment Manager authorizes
purchase of a security for the CPUC Qualified Master
Trust which, on the date the security was purchased,
violates the investment restrictions set forth in IRC
Sections 501 (c)(21)(B)(ii) and 468 A (e)(4)(c), the
Investment Manager will purchase the security from
the CPUC Qualifiéd Master Trust at its cost to fhe
trust and will repléce it with a_quélifying security
of equal value. The cost of the replacement security
will be determined by the applicable prevailing
yields or prices on the date the restricted security
was purchased. Should a security or securities
subsequently become restricted, at the time this is
ascertained, the Investment Manager will sell the
security or securities and use the proceeds to

purchase qualifying securities.

In the event the 1Investment Manager authorizes

purchase of a security for the CPUC Qualified Master

-14-



Trust which, on the date the security was purchased,
violates the investment restrictions set forth in IRC
Sections 501(c)(21)(B)(ii) and 468 A(e)(4)(C) and the
Internal Revenue Service imposes a tax on that
transaction wunder IRC Section 4952(a)(1l), the
Investment Manager shall be liable for that tax.
However, the Investment Manager, shall not be liable
for, and shall be held harmless from, any tax imposed
on the Trustee pursuant to IRC Section 4952(a)(2), or
any other tax resulting from the nonqualifying

transaction.

Should the Internal Revenue Service disqualify the
CPUC Qualified Master Trust and the Committee

- determines to defend 1its qpalified status, the
Investment Manager shall cooperate with the Committee
and the Company in every reasonable manner, including
prdviding its investment and trading professionals as
expert witnesses at no cost to the Committee, the

CPUC Qualified Master Trust or the Company.

The Committee shall promptly notify the Investment
Manager upon its discovery of any security purchased
by the Investment Manager for the CPUC Qualified
Master Trust which, in the opinion of the Committee
or the Trustee, may not meet the investment

. restrictions set forth in IRC

Sections 501(c)(21)(B)(ii) and 468 A(e)(4)(c).

-15-




10.5

Should the Investment Manager, knowingly and
willfully, with scienter violate the restrictions on
the investment of trust assets set forth in IRC
Sections 501 (c)(21)(B)(ii) and 468 A (e)(4)(c) with
respect to the CPUC Qualified Master Trust the
Investment Manager shall be 1liable for any

consequences flowing from such violation(s).

11. COMPENSATION

12.

The Investment Manager's fee rates are set forth on

Appendix B which is attached hereto and by this reference

made a part hereof.

AMENDMENT AND TERMINATION

12.1

12.2

‘This Agreement may be amended by written agteement of

the Committee and the Investment Manager. Any
amendments, however, shall not be effective until
approved by the CPUC.

Except as noted below, this Agreement shall cohtinue
in force until termination by the Committee or the
Investment Manager upon 30 days prior written notice
to the other party. Fees paid in advance will be
prorated to the date of termination and any unearned
portion thereof will be refunded. If at any time the
representation contained in the first sentence of

Section 8.1 hereof ceases to be'true, this Agreement



shall terminate immediately and the Investment

Manager shall cooperate with the Committee and the
Truste;-in the delivery of any of the assets, books
or records pertaining to the CPUC Qualified Master

Trust which are then in the possession, or control,

of the Investment Manager.

13. MI NE.
13.1 No assignment of this Agreement OrI any rights or

13.2

13.3

duties hereunder shall be made by the Investment
Manager without the written consent of the
Committee. AS used herein, the term »assignment”
shall have the meaning given in the Investment
Advisers Act of 1940 and the rules and regulations
adopted thereunder.

The Investment Manager shall promptly notify the
Committee in writing of any significant change in the
management of the Investment Manager, including a
change 1in professional staff, ownership, Or other
significant organizational changes.

Any notice, direction, report or other communication
to the Commiftee, the Investment Manager Or the |

Trustee shall be addressed as follows:

(a) To the Committee:

Southern california Edison Company
2244 Walnut Grove Avenue, G.O. 1, Room 233
Rosemead, CA 91770

-17-
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Attention: Nuclear Facilities Decommissioning
Master Trust Committee

‘ ' (b) To the Investment Manager:

-RCM Capital Management
Four Embarcadero Center, Suite 2900
San Francisco, CA 94111

Attn: Southern California Edison Company
Nuclear Facilities Decommissioning Master
Trust(s)

(c) To the Trustee:

Harris Trust and Savings Bank
111 West Monroe Street

P.O0. Box 755

Chicago, IL 60690

‘ Attn: Southern California Edison Company
| ' Nuclear Facilities Decommissioning Master
| Trust(s)

13.4 In the event that the cpuc Qualified Master Trust

agreement is amended after the execution of this
. Agreement, the Committee shall furnish the Investment

Manager with a Copy of such amendment promptiy after
such amendment is adopted.

13.5 This Agreement and its performance shall be governed
by and construed in accordance with the laws of the
State of cCalifornia as if this Agreement were
executed in and were to be wholly performed within
the State of California. In case any provision of
this Agreement shall be held to be illegal or invalid
for any reason, such illegality or invalidity Shall
not affect the remaining Provisions of the Agreement

but shall be fully Severable, and the Agreement shall

-18-~




13.6

13.7

13.8

be construed and enforced as if such illegal or

invalid provisions had not been included herein.

The titles to sections of this Agreement are intended
solely as a convenience and shall not be used as an
aid in construction of any of the provisions hereof.
This Agreement may be executed in three (3)
counterparts, and any such counterpart shall be
deemed . an original if it has been signed and
delivered by the parties hereto.

This Agreement shall be effective when approved by

the CPUC and signed by all parties.

-19-



In recognition of

their acceptance of the terms and

conditions of this Agreement, the Committee and the Investment

Manager hereby execute this Agreement by their duly authorized

representatives, as of theJS%“~day of :ﬁKNUAT>' , 1988.

APPROVED BY:
PUBLIC UTILYTIES| COMMISSION

@

Exécutive Director

By: /%

Date:

APPROVED AS TO FORM:
¢ R. BURY
77
By

2@;, 5. 85

NUCLEAR FACILITIES
DECOMMISSIONING MASTER TRUST
COMMITTEE FOR THE SOUTHERN
CALIFORNIA EDISON COMPANY
NUCLEAR FACILITIES QUALIFIED
CPUC DECOMMISSIONING MASTER
TRUST AGREEMENT, DATED
NOVEMBER 25, 1987

;;?‘\\§>Q<i;»aig;ﬁixb<\\

[ N

Authortzed Representati\f

By: \7QLkL——-€;-. e

Authorized Representative

H
\/

RCM CAPITAL MANAGEMENT

By: Q\/{l_\,\~kL\§i&;fV

Title: S .. '

By: 2 //1?
Title: ’ /’ ;//
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. ENCLOSURE 4.B

SOUTHERN CALIFORNIA EDISON COMPANY -
INVESTMENT MANAGEMENT AGREEMENT BETWEEN RCM CAPITAL MANAGEMENT
AND THE NUCLEAR FACILITIES DECOMMISSIONING MASTER TRUST
COMMITTEE FOR THE CPUC NON-QUALIFIED MASTER TRUST




ENCLOSURE 4.B
(Applicable to SONGS 1, 2, and 3)

SOUTHERN CALIFORNIA EDISON COMPANY -
INVESTMENT MANAGEMENT AGREEMENT BETWEEN RCM CAPITAL MANAGEMENT
AND THE NUCLEAR FACILITIES DECOMMISSIONING MASTER TRUST
COMMITTEE FOR THE CPUC NON-QUALIFIED MASTER TRUST




INVESTMENT MANAGEMENT AGREEMENT
BETWEEN

RCM CAPITAL MANAGEMENT

AND

THE NUCLEAR FACILITIES DECOMMISSIONING
MASTER TRUST COMMITTEE
FOR THE

CPUC NON-QUALIFIED MASTER TRUST
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INVESTMENT MANAGEMENT AGREEMENT

PARTIE
The Parties to this INVESTMENT MANAGEMENT AGREEMENT

("Agreement”) are RCM Capital Management ("Investment
Manager”) and the Nuclear Facilities Decbmmissiqning Master
Trust Committee ("Committee*) created pursuant to
Article IITI of that <certain Nuclear Facilities

Non-Qualified CPUC Decommissioning Master Trust Agreement,

dated November 25, 1987 ("CPUC Non-Qualified Master Trust").

RECITALS

2.1 Southern California Edison Company ("Company") is a
public utility subject to requlation by the
California Public Utilities Commission ("CPUC").

2.2 The CPUC has permitted the Company to include in its
cost of service for ratemaking purposes certain
amounts to be contributed by the Company to
decommissioning funds which are not tax qualified
under Section 468A of the Internal Revenue Code of
1986 ("IRC") (all references to the IRC shall include
any amendments thereto, any requlations thereunder
and any applicable successor provisions) in order to
provide adequate monies for the Company's share of
decommissioning costs with respect to the San Onofre
Nuclear Generating.Station ("SONGS") and the Palo

Verde Nuclear Generating Station ("Palo Verdef).




2.3

The Company has established the CPUC Non-Qualified

Master Trust with Harris Trust and Savings Bank
("Trustee”), in order to provide adequate monies for
the Company's CPUC jurisdictional share of
decommissioning costs associated with SONGS and Palo

Verde.

The Committee has been created to direct and manage
all assets of the CPUC Non-Qualified Master Trust and
to perform all duties attendant thereto, including
the appointment of investment managers and the
execution of whatever contracts, aéreements, or other

documents it deems necessary to manage and invest

such assets.

The Committee desires to employ the Investment
Manager to manage a portion of the CPUC Non-Qualified

Master Trust.

AGREEMENT

In consideration of the promises and mutual covenants

contained herein, the Committee and the Investment Manager

hereby mutually covenant and agree as follows:

EMPLOYMENT

4.1

The Committee hereby employs the Investment Manager

to manage the CPUC'Non-Qualified Master Trust assets

("Investment Account”) shown on Appendix A, attached




hereto and made a part hereof, and such other assets
as the Committee may, from time to time, designate in

writing.

4.2 By execution of this Agreement the Investment Manager

accepts the appointment as investment manager and
agrees to supervise and direct the investments of the
Investment Account in accordance with Section 7.4

hereof.

4.3 The Investment Manager shall not under any

circumstances have custody or physical control of any
assets of the Investment Account, it being intended
that the Trustee, pursuant to the terms of the CPUC
Non-Qualified Master Trust, shall be responsible for
the safekeeping thereof - and for the physical
consummation of all transactions made pursuant to the

directions of the Investment Manager or otherwise.

THE COMMITTEE

In this Agreement certain powers (including, without
limitation, the right to give certain directions, notices,
instructions and consents) are reserved to the Committee.
The Committee shall have authority to delegate the right to
exercise such powers, or any one or more of them, and any
responsibilities in connection therewith, to such person or
persons, as the Committee may from time to time determine.

The Committee shall give thé Investment Manager written



notice of any such delegation, including specimen

signatures of all persons authorized t:}o exercise such
powers or to sign any documents on behalf of the Committee,
and the Investment Manager shall be entitled to rely on
such written notice of any such delegétion, including
specimen signatures of all persons authorized to exercise
such powers or to sign any documents on behalf of the
Committee, and the Investment Manager shall be entitled to
rely on such written notice of delegation until given

written notice of any revocation of any such delegation.

THE INVESTMENT ACCOUNT

The Committee shall provide, or shall cause the Trustee to
provide, to the Investment Manager on a continuing basis
such information cohcernin§ security transactions‘and the
status of the Investment Account as the Investment Manager
may reasonably request. Payments from the CPUC
Non-Qualified Master Trust which are chargeable against the
Investment Account, and allocations of assets to or from
the Investment Account, may be made from time to time as
provided in the CPUC Non-Qualified Master Trust agreement.
The Committee shall promptly notify, or shall cause the
?rustee promptly to notify, the Investment Manager of any
such payment or allocation. The Committee shall give the
Investment Manager reasonable advance notice of any cash
requirements, and the Investment Manager shall maintain in
cash or cash equivalents sufficient assets to meet such

cash requirements.




7.

MANAGEMEN F_INVESTMENT A NT

7.1

7.2

. The Investment Manager shall, subject to the
provisions of Section 7.4 hereof, have complete
discretion in the investment and reinvestment of the
assets held in the Investment Account and shall
determine what securities or other property shall be
acquired, held or disposed of for the Investment
Account and, subject to the provisions of Section 6
hereof, what portion of the assets held in the
Investment Account shall be held in cash or cash
equivalents.

The Investment Manager shall have authority as
provided in Section 5.02 of the CPUC Non-Qualified
Master Trust agreement to direct the Trustee with
respect to the investment and management of the
assets held in the Investment Account. The
Investment Manager shall exercise its power and carry
out its duties hereunder at all times in a manner
which conforms to the terms of this Agreement, the
CPUC Non-Qualified Master Trust aéreement, and
applicable law.

Unless otherwise specified in writing to the
Investment Manager by the Committee,.all orders for
the purchase and sale of securities for the

Investment Account shall be placed in such markets

and through such brokers or dealers as in the

|
o




Investment Manager's best judgment offer the most

favorable price and market for the execution of such
transactions. The Committee understands and agrees
that the Investment Manager may effect securities
transactions which cause the Investment Account to
pay an amount of commission in excess of the amount
of commission another broker or dealer would have
charged, provided, however, that the Investment
Manager determines in good faith that such amount of
commission 1is reasonable. = Brokerage fees or
commissions shall be evaluated in reiation to the
value of brokerage and research services provided by
such broker or dealer, viewed in terms of either the
specific transaction or the Investment Manager's
ovefall responsibilities for the Investmént.Accounts
for which the Investment Manager exercises investment
discretion. The Committee also understands that the
receipt and use of such services will not reduce the
Investment Manager's customary and normal research
activities.
Investments for the Investment Account shall be
limited to:

(A) Public debt securities of the United States

(Obligations that are taken into consideration

for purposes of the public debt limit);




(B)

(<

(D)

Obligations of a state or local government that
are not in default as .to principal or interest
(Obligations of a State or local government means
the obligations of a State or local governmental
unit the interest on which is exempt from tax

under IRC Section 103(a)):;

Time or demand deposits in a bank (as defined in
IRC Section 581) or an insured credit union
(within the meaning of Section 101(6) of the
Federal Credit Union Act, 12 U.S.C. 1752(7)).,
located in the United States. The term "time or
demand deposits® includes checking accounts,
savings accounts, certificates of deposit or
other time or demand deposits. The term does not
include common or collective trust funds, sﬁch as

a common trust fund as defined in IRC Section 584;

Guaranteed investment contracts, high-quality
corporate bonds and equity securities as
established by written gquidelines of the
Committee which shall be provided to the
Investment Manager from time to time by the
Committee, and other securities guaranteed or
secured by the U.S. government; provided however,
that investments in high quality equity
securities shall not exceed 60 percent of the
CPUC Non-Qualified Master Trust's fair market

value;




(E) Such other investments authorized by the CPUC as

the Committee so notifies the Investment Manager;

or

(F) An investment fund whose underlying assets
include the investments permitted in (A), (B),

(C), (D) and (E) above.

The Investment Manager is hereby empowered to issue orders
for the purchase or sale of securities for the Investment
Account directly to a broker or dealer. The Investment
Manager shall give the Trustee prompt wfitten notification
of each such order unless the Trustee settles sugh orders
through a securities deéository using an institutional
delivery system, in which case the Trustee may deliver or
:eceive securities in accordance with appropriate trade
reports or statements given the Trustee by such depository
without having received communications or instructions
from the Investment Manager. In any event, the Investment
Manager shall instruct the broker or dealer concerned to
forward a copy of the confirmation oflthe execution or
such order to the Trustee and, if the Committee so

requests, to the Committee and other interested partiés.

The Investment Manager represents and warrants that it is

(a) duly registered as an investment adviser under the




9.

Investment Advisers Act of 1940 or (b) a bank, as defined
in that Act, or (c) an insurance company qualified to
perform investment advisory services under the laws of
more than one state. The Investment Manager aqgrees to
maintain such registration or status in full force and
effect. The Investment Manager agrees that as soon as it
knows or has reason to know that such registration or
status may terminate it shall notify the Committee
forthwith.

The Investment Manager acknowledges that it shall be a
"fiduciary"” with respect to the CPUC Non-Qualified Master
Trust and that it shall discharge its duties hereunder at:
all times with the care, skill, prudence, and diligence
under the circumstances ﬁhen prevailing that a prudent man
acting in a like capacity and familiar with such matters
would use in the conduct of an enterprise of a like
character and with like aims. The Investment Manager
agrees to exercise its powers and to discharge its duties
hereunder in accordance with the provisions of the CPUC
Non-Qualified Master Trust agreement. The Investment
Manager acknowledges that it has received copies of the

CPUC Non-Qualified Master Trust agreement.

INFORMATION AND REPORTS

9.1

Within 45 days  after the close of éach calendar

}qu;ter, the Investment Manager shall submit a




written report to the Committee detai;ing the actions
taken by the Investment Manager under this Agreement
during such calendar quarter. Such reports shall be
furnished to the Committee containing an asset
summary, Ehe Investment Account investments' cost and
market values, before and after-tax rate of return
measurements computed on a time-weighted basis, along
with other selected measures and characteristics as
may be requested by the Committee. Available
twelve-month and market cycle period results shall
also be provided.

The Trustee in performing its duties under
Section 4.05 ,of the CPUC Non-Qualified Master Trust
agreement may from time to time request the
Investment Manager to furnish tﬁe Trustee with
reports of the valuation of particular assets held in
the Investment Account and copies or summaries of any
reports of the Investment Manager containing
reasonably current information as to the valuation or
factors affecting the valuation of such assets. The
Investment Manager shall provide such reports as the
Trustee reasonably requests.

The Investment Manager shall keep accurate and
detailed records and accouﬁts of all investments of
the Investment Account and of all receipts,
disbursements and other transactions hereunder

affecting the Investment Account. all such records

-10-



and accounts and all documents relating thereto shall
be open at all reasonable times and under reasonable
conditions to inspection and audit by any person or
persons designated by the Committee.

The Committee and the Investment Manager agree to
provide to each other such information as the
Investment Ménager, or the Committee, as the case may
be, may reasonably request to enable it to carry out
its duties, obligations and responsibilities under'
this Agreement, the CPUC Non-Qualified Master Trust
agreement and applicable law. The Investment Manager
agrees to notify the Committee promptly in writing of
(i) the commencement of  any proceeding, suit or
action, whether ‘'civil or criminal, or the
commencement by any state or federal administrative
authority of any investigation or other
administrative proceeding, if sﬁch proceeding, suit,
action or investigation arises out of the conduct by
the Investment Manager or its principals, or
employees, or arises out of a violation or alleged
violation by any such person of any state or federal
securities law, rule or requlation, and (ii) the
commencement of any other proceeding, suit or action,
whether civil or criminal, against the Investment
Manager or any of its principals, affiliates or
employees if an uhflavorable determination in such

proceeding, suit or action against any such person

-11-




would have a material adverse effect on the

Investment Manager's financial position or stability

or otherwise interfere with performance of its duties
hereunder.

All information and advice furnished to or obtained

by the Committee, the Investment Manager, the Trustee

or the CPUC under or in vconnection with tfhis

Agreement shall be treated as confidential and shall

not be disclosed to third parties except as required

by law.

As provided in the CPUC Non-Qualified Master Trust
agreement, the Committee shall evaluate the

performance of the Investment Manager annually and

submit a written report to the CPUC. The report |
shall be confidential andAsubmitted to the CPUC under ‘
the provisions of Section 583 of the Public Utilities |
Code or an applicable successor provision. Also, as : |
provided in the CPUC Non-Qualified Master Trust i
agreement, the Committee shall evaluate potential
substitute investment managers at least once every

three years and shall submit a report to the CPUC.

The report may be combined with the annual report
described above and shall be subject to the same

confidentiality provisions.

The following factors may necessitate a formal

.reconsidération of the retention of the Investment

~12-



Manager or the allocation of funds to the Investment

Manager at any time:

(A) A change in investment philosophy and/or
style of the Investment Manager as discerned

by the Committee;

(B) A substantive change, as defined by the
Committee, in the managemeht of the
Investment Manager, including a significant
change of professional staff, a change in
ownership of the Investment Manager's firm,
or other significant organizationa; changes;

or

(C) Any violation of permitted investment
strategies as set forth in Section 7.4 of

this Agreement.

10. LIABILITY
10.1 The Investment Manager shall be liable for any acts,
omissions or defaults of its own officers and agents;
provided, however, that the Investment Manager shall
not be liable for the acts, omissions or defaults of
an agent acting in its capacity as a broker/dealer
provided that such agent (1) is a widely recognized

. bank or broker/dealer that commonly engages in

-13-




10.2

10.3

similar investment transactions with institutional
investors, and (2) was selected with reasonable care
and the performance and status of the agent is
monitored with reasonable care throughout the
duration of the agency relationship.

Except as provided in Sections 10.1, 10.3 and 10.4,
the Investment Manager shall not be responsible for,
and shall be held harmless from, any and all
liability to the Company, the Committee, or the CPUC
Non-Qualified Master Trust.

In the event the Investment Manager authorizes
purchase of a security for the CPUC Non-Qualified
Master Trust which, on the date the security was
purchased, violates the investment restrictions set
forth in Section 7.4 of this Agreement, the
Investment Manager will purchase the security from
the CPUC Non-Qualified Master Trust at its cost to
the trust and will replace it with an acceptable
security of equal value. The cost of the replacement
security will be determined by the applicable
prevailing yields or prices on the date the
restricted security was purchased. Should a security
or securities subsequently become restricted, at the
time this is ascertained, the Investment Manager will
sell the security or securities and use the proceeds

to purchase acceptable securities.
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The Committee shall p;omptly notify the Investment

. Manager upon its discovéry of any security purchased

by the Investment Manager for the CPUC Non—Qualified
Master Trust which, in the opinion of the Committee
or the Trustee, may not meet the investment
restrictions set forth in Section 7.4 of this
Agreement.

10.4 Should the Investment Manager, knowingly and
willfully, with scienter violate the restrictions on
the investment of trust assets set forth in
Section 7.4 of this Agreement the Investméﬁt Manager
shall be liable for any consequences fldwing from

such violation(s).

‘ 11. COMPENSATION
The Investment Manager's fee rates are set forth on
Appendix B which is attached hereto and by this reference

made a part hereof.

12. AMENDMENT AND TERMINATION

12.1 This Agreement may be amended by written agreement of
the Committee and the Investment Manager. Any
amendments, however, shall not be effective until
approved by the CPUC. |

12.2 Except as noted below, this Agreement shall céntinue

in force until termination by the Committee or the



Investment Manager updn 30 days prior written notice
to the other party. Fees paid in advance will be
prorated to the date of termination and any unearned
porfion thereof will be refunded. If at any time the
representation contained in the first sentence of
Sedtion 8.1 hereof ceases to be true, this Agreement
shall terminate immediately and the Investment
Manager shall Cooperate with the Committee and the
Trustee in the delivery of any of the assets, books
or records pertaining to the cCpPUC Non-Qualified
Master Trust which are then in the possession, or

control, of the Investment Manager.

13. MISCELLANEQUS

13.1

13.2

13.3

No assignment of thigs Agreement or any rights or
duties hereunder shall be made by the Investment
Managei without the written .consent of the
Committee. As used herein, the term "assignment"”
shall have the meaning given in the Investment
Advisers Act of 1940 and the rules and requlations
adopted thereunder.

The Investment Manager shall promptly notify the
Committee in writing of any significant change in the
managemént of the Investment Manager, including a
change in professional staff, ownership, or other
significant organizational changes.

Any notice, direction, report or other communication
to the Committee, the Investment - Manager or the

Trustee shall be addressed as follows:

-16-



13.4

13.5

(a) To the Committee:

Southern California Edison Company
2244 Walnut Grove Avenue, G.0. 1, Room 233
Rosemead, CA 91770

Attention: Nuclear Facilities Decommissioning
Master Trust Committee

(b) To the Investment Manager:

RCM Capital Management
Four Embarcadero Center, Suite 2900
San Francisco, CA 94111

Attn: Southern California Edison Company
Nuclear Facilities Decommissioning Master
Trust(s) :

(c) To the Trusteeﬁ

Harris Trust and Savings Bank
111 West Monroe Street
P.O. Box 755
Chicago, IL 60690
Attn: Southern California Edison Company
Nuclear Facilities Decommissioning Master
Trust(s)
In the event that the CPUC Non-Qualified Master Trust
agreement is amended after the execution of this
Agreement, the Committee shall furnish the Investment
Manager with a copy of such émendment promptly after
such amendment is adopted.
This Agreement and its performance shall be governed

by and construed in accordance with the laws of the

State of California as 'if - this Agreement were

~executed in and were to be wholly performed within

the State of California. In case any provision of

-17-



13.6

13.7

. 13.8

this Agreement shall be held to be illegal or invalid
for any reason, such illegality or invalidity shall
not affect the remaining provisions of the Agreement
but shall be fully severable, and the Agreement shall
be construed and enforced as if such illegal or
invalid provisions had not been included herein.

The titles to sections of this Agreement are intended
solely as a convenience and shall not be used as an
aid in construction of any of the provisions hereof.
This Agreement may be executed in three (3)
counterparts, and any such counterpart shall be
deemed an original if it has been signed and
delivered by the parties hereto.

This Agreement shall be effective when approved by

the CPUC and signed by all parties.
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' In recognition of their acceptance of the terms and

conditions of this Agreement, the Committee and the Investment

Manager hereby execute this Agreement by their duly authorized

representatives, as of thelfékday of Cﬁﬁxuacy‘ , 1988.

APPROVED BY: NUCLEAR FACILITIES

CALIFORNIA |PUB C UTILITIES DECOMMISSIONING MASTER TRUST
COMMITTEE FOR THE SOUTHERN

/ o CALIFORNIA EDISON COMPANY

// NUCﬁEAR”FACILITIES~NON—QUALIFIED
CPUC DECOMMISSIONING MASTER

TRUST AGREEMENT, DATED

NOVEMBER 25, 1987

‘<ZLSL;>:~\\

Date:

c——_\
By: ===

Authorized Representative

RCM CAPITAL MANAGEMENT
BY:’—E¥th‘_\ié;évL~

Title:.quu,.

TifTe:
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ENCLOSURE 4.C
(Applicable to SONGS 1, 2, and 3)

SOUTHERN CALIFORNIA EDISON COMPANY -
INVESTMENT MANAGEMENT AGREEMENT BETWEEN STW FIXED INCOME MANAGEMENT
AND THE NUCLEAR FACILITIES DECOMMISSIONING MASTER TRUST
COMMITTEE FOR THE CPUC QUALIFIED MASTER TRUST




INVESTMENT MANAGEMENT AGREEMENT
BETWEEN

STW FIXED INCOME MANAGEMENT
AND

THE NUCLEAR FACILITIES DECOMMISSIONING
MASTER TRUST COMMITTRE
FOR THE

CPUC QUALIFIED MASTER TRUST
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¢'l' INVESTMENT MANAGEMENT AGREEMENT

1. PARTIES
The Parties to this INVESTMENT MANAGEMENT AGREEMENT
("Agreement”) are STW Fixed Income Management (”"Investment
Manager”) and the Nuclear Facilities Decommissioning Master
Trust Committee ("Committee"”) created pursuant to Article III
of that certain Nuclear Facilities Qualified CPUC
Decommissioning Master Trust Agreement, dated November 25,

1987 ("CPUC Qualified Master Trust").

2. RECITALS
| 2.1 Southern California Edison Company (“Company®) is a
. public utility subject to regulatipn by the California
| Public Utilities Commission ("CPUC").
2.2 Pursuant to Section 468A of the Internal Revenue Code of
1986 ("IRC”) (all references to the IRC shall include
any amendments thereto, any requlations thereunder and
any applicable successor provisions) certain Federal
income tax benefits are available to the Company by
creating and funding qualified decommissioning funds
associated with the San Onofre Nucléar Generating
Station ("SONGS”) and the Palo Verde Nuclear Generating i
Station ("Palo Verde").
2.3 The Company has established the CPUC Qualified Master

Trust with Harris Trust and Savings Bank ("Trustee®), in

. order to provide adequate monies for the Company's




CPUC jurisdictional share of decommissioning costs
associated 'with SONGS and Palo Verde.

The Committee has been created to direct and manage
all assets of the CPUC Qualified Master Trust and to
perform all duties attendant thereto, including the

appointment of investment managers and the execution

.0of whatever contracts, agreements, or other documents

it deems necessary to manage and invest such assets.
The Committee desires to employ the Investment
Manager to manage a portion of the CPUC Qualified

Master Trust.

AGREEMENT

In consideration of the promises and mufual covenants

contained herein, the Committee and the Inveétment Manager

hereby mutually covenant and agree as follows:

EMPLOYMENT

4.1

4.2

The Committee hereby employs the Investment Manager
to manage the CPUC Qualified Master Trust assets
("Investment Account®) shown on Appendix A, attached
hereto and made a part hereof, and such other assets
as the Committee may, from time to time, designate in
writing.

By execution of this Agreement the Investment Manager
accepts the appointment as investment manager and
agrees to supervise and direct the investments of the
Investment Account in accordance with Section 7.4

hereof.



The Investment Manager shall not under any
circumstances have custaody or physical control of any
assets of the Investment Account, it being intended
that the Trustee, pursuant to the terms of the CPUC
Qualified Master Trust, shall be responsible for the
safekeeping thereof and for the physical consummation
of all transactions made pursuant to the directions

of the Investment Manager or otherwise.

THE COMMITTEE

In this Agreement certain powers (including, without
limitation, the riqht to give certaih directions, notices,
instructions and consents) are reserved to the Committee.
The Committee shall have authority to delebate the right to
exercise such powers, Ot'any one or more of them, and any
responsibilities in connection therewith, to such person or
persons, as the Committee may from time to time determine.
The Committee shall give the Investment Manager written
notice of any such delegation, including specimen
signatures of all persons authorized to exercise such
powers or to sign any documents on behalf of the Committee,
and the Investment Manager shall be entitled to rely on
such written notice of any such delegation, including
specimen signatures of all persons authorized to exercise

. such powers or to sign any documents on behalf of the
Committee, and the Investment Manager shall be entitled to
rely on such written notice of delegation until given

written notice of any revocation of any such delegation.



THE I NT_ A T

The Committee shall provide, or éhall cause the Trustee to
provide, to the Investment Ménager on a continuing basis
such information concerning security transactions and the
status of the Investment Account as the Investment Manager
may reasonably request. Payments from the CPUC Qualified
Master Trust which are chargeable against the Investment
Account, and allocations of assets to or from the
Investment Account, may be made from time to time as
provided in the CPUC Qualified Master Trust agreement. The
Committee shall promptly nbtify, or shall cause the Trustee
promptly to notify, the Investment Manager of any such
payment or allocation. The Committee shall give the
Investment Manager reasonable advance nptice of any cash
requirements, and the Inveétment‘Manager shall maintain in
cash or cash equivalents sufficient éssets to meet such

cash requirements.

MANAGEMENT OF INVESTMENT ACCOUNT

7.1 The Investment Manager shall, subject to the
provisions of Section 7.4 hereof, have complete
discretion in the investment and reinvestment of the
assets held in the Investment Account and shall
determine what securities or other property shall be
acquired, held or disposed of for the Investment
Account and, subject to the provisions of Section 6
hereof, what portion of the assets held in the
Investment Account shall be held in cash or cash

- equivalents.



The Investment Manager shall have authority as
provided in Section 5.02 of the CPUC Qualified Master
Trust agreement to direct the Trustee with respect to
the investment and management of the assets held in
the Investment Account. The Investment Manager shall
exercise its power and carry out its duties hereunder
at all times in a manner which conforms to the terms
of this Agreement, the CPUC Qualified Master Trust
agreement, and applicable law.

Unless otherwise specified in writing to the
Investment Manager by the Committee, all orders for
the purchase and sale of securities for the
Investment Accoﬁnt shall be placed in such markets
and through such brokers or dealexs as in the
Investment Manager's best judgment offer the most
favorable price and market for the execution of such
transactions. The Committee understands and agrees
that the Investment Manager may effect securities
transactions which cause the Investment Account to
pay an amount of commission in excess of the amount
of commission another broker or dealer would have
charged, provided, however, ﬁhat the Investment
Manager determines in good faith that such amount of
commission is reasonable.  Brokerage fees or
commissions shall be evaluated in relation to the
value of brokerage and research services provided by

such broker or dealer, viewed in terms of either the



specific transaction or the Investment Manager's
overall responsibilities for the Investment Accounts
for which the Investment Managef exercises investment
discretion. The Committee also understands that the
receipt and use of such services will not reducé the
Investment Manager's customary and normal research
activities.
The Investment'Account shall be invested in
conformity with the provisions of IRC Section 468A.
Specifically, investments for the Investment Account
shall be limited to:

(a) Public debt securities of the United States

(Obligations that are taken into consideration

for purposes of the public debt limit);

(B) Obligations of a state or local government that
are not in default as to principal or interest .
(Obligations of é State or local government means
the obligations of a State or local governmental
unit the interest on which is exempt from tax

under IRC Section 103(a)); and

(C) Time or demand deposits in a bank (as defined in
IRC Section 581) or an insured credit union
(within the meaning of Section 101(6) of the

Federal Credit Union Act, 12 U.S.C. 1752(7)),




located in the United States. The term "time or

demand deposits* includes checking accounts,
savings accounts, certificates of deposit or

other time or demand deposits. The term does not

include common or collective trust funds, such as

a common trust fund as defined in IRC Section 584

The Investment Account may not be invested in any

investment which would violate the provisions against

self-dealing contained in IRC Section 4951 as made

applicable to the cpuc Qualified Master Trust by IRC

Section 468A(e) (5) any regqulations thereunder, and any

Successor provision. The Committee agrees to cooperate

-with the Investment Manager in ident%fying and/or

ascertaining any conduct, act or transaction which may

constitute "self-dealing" hnder IRC Section 4951.

The Investment Manager is hereby empowered to issue orders

for the purchase or sale of securities for the Investment

Account directly to a broker or dealer. The Investment

Manager shall give the Trustee prompt written notification
of each such order unless the Trustee settles such orders

through a securities depository using an institutional

delivery System, in which case the Trustee may deliver or

receive securities in accordance with appropriate trade

reports or statements given the Trustee by such depository

without'having,receivedxcommunications or instructions

from'the:Investment*nanager, In any event, the Investment




Manager shall instruct the broker or dealer concerned to
forward a copy of the confirmation of the execution or
such order to the Trustee and, if the Committee so

requests, to the Committee and other interested parties.

REPRESENTATION EDGEME NAGE
The Investment Manager feptesents and warrants that it is
(a) duly registered as an investment adviser under the
Investment Advisers Act of 1940 or (b) a bank, as defined
in that Act, or (c) an insurance company qualified to
perform investment advisory services under the laws of
more than one state. The Investment Manager agrees to
maintain such registration or status in full force and
effect. The Investment Manager agrees that as soon as it
knows or has reasén_to kndw that such registration or
status may terminate it shall notify the Committee
forthwith.

The Investment Manager acknowledges that it shall be a
“fiduciary” with respect to the CPUC Qualified Master
Trust and that it shall discharge its duties hereunder at
all times with the care, skill, prudence, and diligence
under the circumstances then prevailing that a prudent man
acting in a like capacity and familiar with such matter;_
would use in the conduct of an enterprise of a like
character and with like aims. The Investment Manager
agrees to exercise its powers and to discharge its duties

hereunder in accordance with the provisions of the CPUC




Qualified Master Trust agreement. The Investment Manager
acknowledges that it has received copies of the CPUC

Qualified Master Trust agreement.

9. INFORMATION AND P

9.1

Within 45 days after the close of each calendar
quarter, the Investment Manager shall submit a
written report to the Committee detailing the actions
taken by the Investment Manager under this Agreement
during such calendar quarter. Such reports shall be
furnished to the Committee containing an asset
summary, the Investment Account investments' cost and
market values, before and after-tax rate of return
measurements computed on a time-weighted basis, along
with other selected measures and characteristics as
may be requested by the Committee. ‘AQailable
twelve-month and market cycle period results shall
also be provided.

The Trustee in performing its duties under

Section 4.05 of the CPUC Qualified Master Trust
agreement may from time to time request the

Investment Manager to furnish the Trustee with

‘reports of the valuation of particular assets held in

the Investment Account and copies or summaries of any
reports of the Investment Manager containing
reasonably current information as to the valuation or

factors affecting the valuation of such assets. The




9.3

Investment Manager shall provide such reports as the
Trustee reasonably requests.

The Investment Manager shall keep accurate and
detailed records and accounts of all investments of
the Investment Account and of all receipts,
disbursements and other transactions hereunder
affecting the Investment Account. All such records
and accounts and all documents relating thereto shall
be open at alil reasonab;e times and under reasonable
conditions to inspection and audit by any person or
Persons designated by the Committee.

The Committee and the Investment Manager agree to
provide to each other such information as the

Investment Manager, or the Committee‘ as the case may

‘be, may reasonably request to enable it to carry out

its duties, obligations and responsibilities under
this Agreement, the CPUC Qualified Master Trust
agreement and applicable 1law. The Investment Manager
agrees to notify the Committee promptly in writing of
(i) the commencement of any Proceeding, suit or
action, whether civil or criminal, or the
commencement by any state or federal administrative
authority of any investigation or other
administrative proceeding, if such procéeding, suit,
action or investigation arises out of the conduct by

the Investment Manager or its Principals, or

employees, or arises out of a violation or alleged
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violation by any such person of any state or federal
securities law, rule or reqgulation, and (ii) the
commencement of any other proceeding, suit or action,
whether civil or criminal, against the Investment
Manager or any of its principals, affiliates or
employees if an unfavorable determination in such
proceeding,‘suit or action against any such person
would have a material adverse effect on the
Investment Manager's financial position or stability
or otherwise interfere with performance of its duties
hereunder. |

All information and advice furnished to or obtained
by the Committee, the Investment Manager, the Trustee
or the CPUC ﬁnder or in connectioan with this
Agreement shall be treated as confidential aﬁd shéll
not be disclosed to third parties except as required
by‘law.

As provided in the CPUC Qualified Master Trust
agreement, the Committee sha;;mgyalgate the
performance:;gwghebInvestment négeggrmannually and
sﬁbmig a written rééé?t“to the_cggc. The report
shall be confidential and submitted to the CPUC under
the provisions of Section 583 of the Public Utilities

Code or an applicable successor provision. Also, as

provided in the CPUC Qualified Master Trust



three years and shall submit a report to the CPUC.

The report may be combined with the annual report

described above and shall be subject to the same

confidentiality provisions.

The following factors may necessitate a formal

reconsideration of the retention of the Investment

Manager or the allocation of funds to the Investment

Manager at any time:

(A)

(B)

(C)

A change in investment philosophy and/or
style of the Investment Manager as discerned

by the Committee;

A substantive change, as defined by tﬁe
Committee, in the management of the
Investment Manager, including a significant
change of professional staff, a change in
ownership of the Investment Manager's firm,
or other significant organizational changes;

or

Any violatgpn of permitted investment
strategies as defined by IRC
Sections 501(c)(21)(B)(ii) and

468A(e)(4)(C), or this Agreement.
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.10. LIABILI

10.1

10.2

©10.3

The Investment Manager shall be liable for any acts,
omissions or defaults of its own officers and agents;
provided, however, that the Investment Manager shall
not be liable for the acts, omissions or defaults of
an agent acting in its capacity as a broker/dealer
provided that such agent (1) is a widely recognized
bank or broker/dealer that commonly engages in
similar investment transactions with institutional
investors, and (2) was selected with reasonable care
and the berformance and status of the agent is
monitored with reasonable care throughout the
duration of the agency relationship. This Section
10.1 shall not apply to any liabilities jmposed under
the IRC. ' |

The Investment Manager shall be liable for any tax
imposed pursuant to IRC Section 4951 (or any
applicable successor provision) with respect only to
investment transactions authorized by the Investment
Manager for the CPUC Qualified Master Trust provided,
however, that in determining the applicability of
Section 4951, the Investment Manager may rely on a
list provided and maintained by the Committee of
*disqualified persons" as defined in Section
4951(e)(4) of the IRC.

Except as provided in Sections 10.1, 10.2, 10.4, and

10.5, the Investment Manager shall not be responsible




10.4

for, and shall be held harmless from, any and all
liability to the Company, the Committee, or the CPUC
Qualified Master Trust, including, but not limited
to, any and all liability resulting from
disqualification of the CPUC Qualified Master Trust
by the Internal Revenue Service or taxes imposed on
the CPUC Qualified Master Trust, the Committee, or
the Company.

In the event the Investment Manager authorizes
purchase of a security for the CPUC Qualified Master
Trust which, on the daﬁe the security was purchased,
violates the investment restrictions set forth in IRC
Sections 501 (c)(21)(B)(ii) and 468 A (e)(4)(c), the
Investment Manager will purchase thet'security from
the CPUC dualifiéd Masﬁer Trust at itslcost to the
trust and will replace it with a qualifying security
of equal value. The cost of the replacement security
will be determined by the applicable prevailingv
yields or prices on the date the restricted security
was purchased. Should a security or securities
subsequently become restricted, at the time this is
ascertained, the Investment Manager will sell the
security or securities and ﬁse the proceeds to

purchase qualifying securities.

- In the evenE the Investment Manager authorizes

purchase of a security for the CPUC Qualified Master
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Trust which, on the date the-security was purchased,
violates the investment restrictions set forth in IRC
Sections 501(c)(21)(B)(ii) and 468 A(e)(4)(C) and the
Internal Revenue Service imposes a tax on that
transaction under IRC Section 4952(a) (1), the
Investment Manager shall be liable for that téx.
However, the Investment Ménager, shall not be liable
for, and shall be held harmless from, any tax imposed
on the Trustee pursuant to'IRC Section 4952(a)(2), or
any other tax resulting from the nonqualifying

transaction.

Should the Internal Revenue Service disqualify the
CPUC Qualified Master Trust and the Committee
determines to defend its qualifiéd‘status, the
Investment Manager shall coopetate with the Committee
and the Company in every reasonable manner, including
providing its investment and trading professionals as
expert witnesses at no cost to the Committee, the

CPUC Qualified Master Trust or the Company.

The Committee shall promptly notify the Investment
Manager upon its discovery of any security purchased
by the Investment Manager for the CPUC Qualified
Master Trust which, in the opinion of the Committee
or the Trustee, may not'meet the investment

restrictions set forth in IRC

Sections 501(c)(21)(B)(ii) and 468 A(e)(4)(c).



10.5

Should the Investment Manager, knowingly and
Qillfully, with scienter violate the restrictions on
the investment of trust assets set forth in IRC
Sections 501 (c)(21)(B)(ii) and 468 A (e)(4)(c) with
respect to the CPUC Qualified Master Trust the
Investment Manager shall be liable for any

consequences flowing from such violation(s).

1l. COMPENSATION

The Investment Manager's fee rates are set forth»on

12.

Appendix B which is attached hereto and by this reference

made a part hereof.

12.2

AMENDMENT AND TERMINATION
lZ.l_

This Agréement may be amended by‘wriften agréeménf of
the Committee and the Investment Manager. Any
amendments, however, shall not be effective until
approved by the CPUC.

Except as noted below, this Agreement shall continue
in force until termination by the Committee or the
Investment Manager upon 30 days prior written notice
to the other party. Fees paid in advance will be
prorated to the date of termination and any unearned
portion thereof will be refunded. If at any time the

representation contained in the first sentence of

Section 8.1 hereof ceases to be true, this Agreement




shall terminate immediately and the Investment

Manager shall cooperate with the Committee and the
Trustee in the delivery of any of the assets, books
or records pertaining to the CPUC Qualified Master
Trust which are then in the possession, or control,

of the Investment Manager.

13. MISCELLANEQUS

13.1

13.2

13.3

No assignment of this Agreement or any rights or
duties hereunder shall.be made by the Investment
Manager without the written consent of the
Committee. As used herein, the term "assignment”
shall have the meaning given in the Investment
Advisers Act of 1940 and the rules and regulations
adopted thereunder. |

The Investment Manager shall promptly notify the
Committee in writing of any significant change in the
management of the Investment Manager, including a
change in professional staff, ownership, or other
significant organizational changes.

Any notice, direction, report or other communication
to the Committee, the Investment Manager or the

Trustee shall be addressed as follows:

(3a) To the Committee:

Southern California Edison Company _
2244 Walnut Grove Avenue, G.0. 1, Room 233
Rosemead, CA 91770
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Attention: Nuclear Facilities Decommissioning
‘ : Master Trust Committee
(b) To the Investment Manager:
STW Fixed Income Management
1165 Coast Village Road
Santa Barbara, CA 93108
Attn: Southern California Edison Company
Nuclear Facilities Decommissioning Master
Trust(s)
(c) To the Trustee:
Harris Trust and Savings Bank
111 West Monroe Street
P.0. Box 755
Chicago, IL 60690
Attn: Southern California Edison Company
Nuclear Facilities Decommissioning Master
Trust(s) _
13.4 In the event ‘that the CPUC Qualified Master Trust
‘ agreement is amended after the execution of this
Agreement, the Committee shall furnish the Investment
Manager with a copy of such amendment promptly after
such amendment is adopted.
13.5 This Agreement and its performance shall be governed
by and construed in accordance with the laws of the
State of California as if this Agreement were
executed in and were to be wholly performed within
the State of California. 1In case any provision of
this Agreement shall be held to be illegal or invalid
for any reason, such illegality or invalidity shall
not affect the remaining provisions of the Agreement

but shall be fully severable, and the Agreement shall
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13.6

13.7

13.8

be construed and enforced as if such illegal or
invalid provisions had not been included herein.

The titles to sections of this Agreement are intended
solely as a convenience and shall not be used as an
aid in construction of any of the provisions hereof.
This Agreement may be executed in three (3)
counterparts, and any such counterpart Shall be
deemed an original if it has been signed and
delivered by the parties hereto.

This Agreement shall be effective when approved by

the CPUC and signed by all parties.




. In recognition of their acceptance of the terms and
conditions of this Agreement, the Committee and the Investment

Manager hereby execute this Agreement by their duly authorized

~ -1
representatives, as of the;f“% day of ~J(u\¢c47¢ , 1988.

APPROVED -BY:i 4\ NUCLEAR FACILITIES

PUBLIC TIES, COMMISSION . DECOMMISSIONING MASTER TRUST
A ;? COMMITTEE FOR THE SOUTHERN
s/l V}{?ﬂ%&/ CALIFORNIA EDISON COMPANY

By: AR/, NUCLEAR FACILITIES QUALIFIED
Executive Diréctor CPUC DECOMMISSIONING MASTER

TRUST AGREEMENT, DATED
NOVEMBER 25, 1987

By: ‘EE:SE:::T_—szSL_>~=~_d\

Authortzeé’Representat1ve

g 2

(?bthorlzed Represdntatlve

STW FIXED OME\:%&&Q@MENT
By: /l_/)

Titley @2/~ €1/

Date:
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ENCLOSURE 4.D
(SDG&E Encl. 2.B.ii)
(Applicable to SONGS 1, 2, and 3)

SAN DIEGO GAS & ELECTRIC COMPANY -
INVESTMENT MANAGEMENT AGREEMENT BETWEEN DELAWARE INVESTMENT ADVISERS
AND THE NUCLEAR FACILITIES DECOMMISSIONING MASTER TRUST
COMMITTEE FOR THE CPUC QUALIFIED MASTER TRUST




INVESTMENT MANAGEMENT AGREEMENT

PARTIES

The Parties to this INVESTMENT MANAGEMENT AGREEMENT ("Agree-
ment") are Delaware Investment Advisers, a division of
Delaware Management Company, Inc. ("Investment Manager") and
the Nucleaf Facilities Decommissioning Master Trust Committee

("Committee®) as defined in Section 3.01 of each trust.

RECITALS

2.1 The Company has established the following tax qualified
and non-tax qualified Master Trusts with Harris Trust and
Savings Bank ("Trustee"), in order to provide adeguate
monies for the_Ccmpany's share of decommissioning costs
assoeiated with the San Onofre Nuclear Generating Station
("SONGS") :

(A) San Diego Gas & Electric Company Nuclear Facilities
Qualified CPUC Decommissioning Master Trust
("Qualified Trust"):

(i) SONGS Unit No. 1 Qualified Fund
(ii) SONGS Unit No. 2 Qualified Fund
(iii) SONGS Unit No. 3 Qualified Fund

(B) San Diego Gas & Electric Company Nuclear Faciliﬁies

Non-Qualified CPUC Decommissioning Master Trust

("Non-Qualified Trust"):



2.2

2.3

(i) SONGS Unit No. 1 Non-Qualified Fund
(ii) SONGS Unit No. 2 Non-Qualified Fund
The Committee has been created by ﬁhe Cbmpané to direct
the management of ail assets of‘the Master Trusts and to
perform all _duties attendant thereto, including the
appointment of investment managers and the execution of
whatever contracts, agreements, or other documents it
deems neéessary.to manage and invest such assets.

The Committee desires to employ the Investment Manager to

manage a portion of the Master Trust(s).

AGREEMENT

In consideration of the promises and mutual covenants con-=

tained herein, the Committee and the Investment Manager hereby

mutually covenant and agree as follows:

EMPLOYMENT

4.1

The Committee hereby employs the Investment Manager to
manage the assets shown on Appendix A (attached hereto
and made a part hereof) which are held in the Master
Trust (s)., and such other assets as the Company may, from
time to time, designate in writing ("Investment

Account(s)").

By execution of this Agreement the Investment Managerx
accepts the appointment as investment manager and agrees

to supervise and direct the investments of the Investment



Account (s) in accordance with the investment guidelines

set fqrth in Section 7.5.

4.3 The Investment Manager_shall not under any circumstances
have custody 6r physical contfol of any assets of the
Investment Account(s), it being intended that the Trustee
shall be responsible for the safekeeping thereof and for
the physical consummation of all transactions made
pursuant to the directions of the Investment :anager or

otherwise,

THE COMMITTEE

In this Agreement certain powers (including, without limita-

tion, the right to give certain directions, notices, instruc-

tions and consents) are reserved to the Committee. ' The.

Committee shall have authority to delegate the right to
exercise such powers, or anf one or more of them, and any
responsibilities in connection therewith, to such person or
persons, as the Committee may from time to time determine.
The Committee shall give the Investment Manager written notice
cf any such delegation, including specimen signatures of all
pérsons authorized to exercise such powers or to sign any

documents on behalf of the Committee, and the Investment

Manager shall be entitled to rely on such written notice of

any such delegation, including specimen signatures of  all
persons authorized to exercise such powers or to sign any
documents on behalf of any committee so authorized, and the

Investment Manager shall be entitled to rely on such written

D



" notice of delegation until given written notice of any revoca-

tion of any such delegatiomn.

| THE INVESTMENT ACCOUNTS -

The Committee shall provide, or shall cause the Trustee to
provide, the Investment Manager on a continuing basis with
such information concerning security transactions and the

status of the Investment Account(s) as the Investment Manager

may reasonably request. Payments from the Master Trust(s)

which are chargeable against the Investment Account(s), and

allocations of assets to or from the Investment Account(s),

may be made from time to time as provided in the Master Trust

agreement (s). The Committee shall promptly notify, or shall
cause the Trustee promptly to notify, the Investment Manager

of any such payment or allocation. Also, the Committee shall

give the Investment Manager reasonable -advance notice of any

cash requirements, and the Investment Manager shall maintain

-in cash or cash equivalents sufficient assets to meet such

cash regquirements.

bMANAGEMENT OF INVESTMENT ACCOUNT

7.1 The Investment Manager shall, subject to the provisions
of Section 7.5 hereof, have complete discretion in thel
investment and reinvestment of the assets held in the

Investment Accounts and shall determine what securities’

6r other property shall be acguired, held or disposed of

for the Investment Accounts and, subject to the



7.3

Y

!

provisions of Section 6 hereof, what portion of the \

assets held in the Investment Accounts shall be held
ﬁninvested.

The Investment Mahager shall have authority as provided

in Section 5.02 of tie Master Trust agreement(s) to

direct the Trustee with respect to the investment and

management of the assets held in the Investment Ac-

count (s) . The Investment \Manager shall exercise its

power and carry out its duties hereunder at all times in

a manner which conforms to the terms of this Agreement,

the Master Trust agreement (s), and applicable law.

Unless otherwise specified in writing to the Investment -

Manager by the Committee, all orders for the purchase and

sale of securities for the Investment Account (s) shall be

plaéed in such markets and through such brokers as in the
Investment Manager's best judgment. shall offer the most
favorable price and market for the executibn of each
transaction. The Committee understands and agrees that
the Investment Manager may effect securities transactions
which cause the Investment Account(s) to pay an amount of
commission in excess of the amount of commission another:
broker dealer would have charged. Provided, however,
that the Investment Manager determines in good faith that
such amount of commission is reasonable in relation to
the value of brokerage and research services provided by
such broker or dealer, viewed in terms of either the

specific transaction or the Investment Manager's overall



responsibilities to the In#estment Account (s) for which
the Investment Manager exercises investment discretion.
The Committee also understands that the receipt and use
.of such services will not reduce the Investment Manager'é
customary and normal research activities.

7.4 Provided the investment objectives of the Investment
Account (s) are adhéred to, the Committee agrees that the
Investment ‘Manager may aggregate sales and purchase
orders of securities held in the Investment Account (s)
with similar orders being made simultaneously for other
portfolios managed by the Investment Manager if, in ;he
Investment Manager's reasonabie judgment, such

aggregation shall result in an overall economic benefit

to. the Investment Account(s), taking into consideration
the adﬁantageoUS’selling or purchaée price and-brokerage
commission. In accounting for such aggregated order,
price’ and commission shall be averaged on a per bond or
share basis’daily. The Committee acknowledges that the
Investment Manager's determination of such economic
benefit to the Investment Account(s) is based on an
evaluation that the Investment Account (s) is benefited by
relatively better purchase or sales prices, lower
. commission expenses and ‘.benefiéial timing of
transactions, or a combination of these and other
factors.
7.5 The Investment Account(s) shall be invested in conformity

. with the provisions of the Tax Reform Act of 1984.

-
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Specifically, investments for the Qualified Trust

Investment Account(s) shall be limited to:

(a)

(B)

(C)

Public debt securities of the United States
(Obligations that are taken into consideration

for purposes of the public debt limit);

Obligations of a state or local government that
are not in default as to princiéal or interest
(Obligations of a State or local government
means the obligations of a State or local
government unit the interest on which is exempt
from tax under Section 103(a) of the Internal

Revenue Code.); and

Time or demand deposits in a bank (as defined
in Internal Revenue Code Section 581) or an
insured credit uﬂion (within the meaning of
Section 101(6) of the Federal Credit Union Act,
12 U.S.C. 1752(7), located in the United
States. The term "time or demand deposits”
includes checking accounts, savings accounts,
certificates of deposit or other time or demand
deposits. The term does not include common oOr
collective trust funds, such as a ccmmon trust

fund as defined in Section 584 of the Internal

Revenue Code.



In addition to the abové investments, thé Non-Qualified
Trust Investment Account (s) may also invest in guaranteed
investment contracts, high-quality corporate' bonds - (As.
rated by Moodf's or Standard and Poor's), high guality

equity securities, and other securities guaranteed or

secured by the U.S. government and other investments

which may be approved by the CPUC. However, investments
in equity securities shall not exceed 60 percent of the\

Non-Qualified Trusts' fair market value.

The Qualified Trust Investment Account (s) may not be
invested in any investment which would violate the
provisions against self-dealing contained in Section 4951
of the Internal Revenue Code, as made applicable to the
Qualified Tfust by Internal Revenue Code
Section 458A(e)(5), any regulations thereunder, and any
éﬁccessor provision. The Committee agrees to cooperate
with the Investment Manager in identifying and/or
ascertaining any conduct, act or transaction which may
constitute "self-dealing” under Section 4351 of the
Internal Revenue Code.

The Investment Manager is hereby empowered to issue
orders for the purchase or sale of securities for the

Investment Account(s) directly to a broker or dealer.

The Investment Manager shall give the Trustee prompt

written notification of each such order unless the

prustee. settles such orders through a securities



depository using an institutional delivery system, in

which case the Trustee may deliver or receive securities
in accordance with appropriate trade reports or
statements given the Trustee by such depository without
having received communications or instructions from the
vInvestment Manager. 1In any‘event, the Investment Manager
shall instruct the broker or dealer~concerned to forward
a copy of the confirmation of the execution or such order
to the Trustee and, if the Committee so réquests, to the

Committee and other interested parties.

8. STATUS, REPRESENTATION AND ACKNOWLEDGEMENTS OF INVESTMENT

MANAGER

._ 8.1 The Investment Manager represents and warrants that it is

8.2

(a) duly registered as an investment adviser under the

Investment Advisers Act of 1940 or '(b) a bank, as defined .

iﬂ that Act, or (c) an insurance company qualified to
perform investment advisory services under the laws of
more than one state. The Investment Manager agrees to
maintain such registration or status in full force and
effect. The Investment Manager agrees that as soon as it
knows or has reason to know that such registration or

status may terminate it shall forthwith notify the

.Committee thereof.

The Investment Manager acknowledges that it shall be a

"fiduciary" with respect to the Master Trust(s) and that’
, b

it shall discharge its duties hereunder at all times with

D |




the care, skill, .prudence, and diligence under the
circumstances then prevailing that a prudent man a;ting
in a likg capacity and familiar with such matters  would
use in the conduct of an enterprise of a like character
and with like aims. The Investment Manager agrees to
exercise its po@ers and to discharge its duties hereunder
in accordance_ with the provisions of the Mastér Trust
Agreement (s).  The Investment Manager acknowledges that

it has received copies of the Master Trust Agreement (s) .

9. INFORMATION AND REPORTS

9.1

Within. 45 business days after the close of each calendar
quarter, the Investment Manager shall submit a written
report to the Committee detailing the actions taken by
the Investment Manager under this Agreement during such
calendar gquarter. Such reports shall be furnished to the
Committee containing an asset summary, the Investment
Account (s) investments' cost and market values, before
and after-tax rate of return measurements computed on a
time-weighted basis along with other selected measures
and characteristics. Available twelve-month and market
cycle period results shall also be provided.

The Trustee in performing its duties under Section 4.05
of the Trust Agreement(s) may from time to time request
the Investment Manager to furnish the Trustee with
reports of the valuation of particular assets held in the

Investment Accounts and copies or summaries of any
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' | reports of the Investment Manager confaining reasonably
j current information as to the valuation or factors
gffecting the Valuatidn of such assets. The Investment
Manager shall provide,such reports as the Trustee reason-
ably requests.

9.3 The Investment Manager shall keep accurate and detailed
records and accounts of all investments of the Investment
Accounts and of all receipts, disbursements and other
transactions hereunder affecting the Investment Accounts.
- All such records and accounts and all documents relating
thereto shall be open at all reasonable times and under
reasonable conditions to inspection and audit by any

person or persons designated by the Committee.

._ 9.4 The Committee and the Investment Manager agree to provide
to each other such information as the Investment Manager
or the Committee, as the case may be, may reasonably
request to enable it to carry out its duties, obligations
and 'respdnsibilities under this Agreement, the Trust
Agreement (s) and applicable law. The Investment Manager
agrees to notify the Committee promptly in writing of

(1) the commencement of any proceeding, suit or action,

whether civil or criminal, or the commencement by any
staﬁe or federal administrative authority of any investi-
gation, if such proceeding, suit, action or investigation
arises out of the conduct by the Investment Manager or
its principals, affiliates or employees of the business

II of a broker, dealer, or investment adviser, or arises out

-11-

I <



9.5

of a violation of alleged violation by any such person of
any state or federal securities law, rule or ;egdlation,
andllii) the commencement of any other proceeding, suit
or action, whethgr civil or criminal, against the Invest-
ment Manager or any of its principals, affiliates or
emploYees if an unfavorable determination in such pro-
ceeding, suit or action against any such person would
havg a material adverse effect on the Inygstment Manag-
er's financial position or stability or othérwise inter-
fere with performance of his duties hereunder.

All information and advice furnished to or obtained by
the Committee, the Investment Manager or the Trustee
under or in connection with this Agreement shall be
treated as confidential and shall not be disclosed to
third parties except és required by law. |

The Committee shall evaluate the performance of the
Investment Manager .annually and submit'a written report
to the CPUC. The report shall be confidential and
submitted to the CPUC under the prdvisions of Section 583
of the Public Utilities Code or an applicable successor

provision.

The Committee shall evaluate potential substitute

investment managers at least once every three years and

shall submit a report to the CPUC. The report may be

‘combined with the annual report described above and shall

be subject to the same confidentiality provisions.

-12-



‘ The following factors may necessitate a formal

reconsideration of the allocation of funds to the

Investment Manager at any time:

(A) A change in investment philosophy and style of

(B)

(C)

10. LIABILITY

the Investment Manager as discerned by the

Committee;

A substantive change, in the ﬁanagement of ah
investment management firm, a significant
change of professional staff, a change in
ownership of the investment management firm, or

other significant organizational changes as

defined by the Committee.

Any violation of permitted investment
strategies as defined by Internal Revenue Code
Sections 501 (c) (21) (B) (ii) and 468Aa(e) (4) (C),

or this Agreement.

10.1 The Investment Manager shall be liable for any acts,

omissions or defaults of its own officers, employees and

agents;

provided however that the Investment Manager’

shall not be liable for the acts, omissions or defaults

. of an agent acting in its capacity as a broker/dealer

provided that such agent is (1) a wideiy‘recognized bank

D
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or . broker/deaier fhat commonly engages in similar
investment transactions with institutional investors, and
(2) was selected with reasonable care and the perfcrmance
and status of the agent is monitored with reasonable care
throughout the duration of the agency relationship.
10.2 Notwithstanding Section 10.1, the Invéstment Manager (and
| not the Committee, the Trustee or the Master Trust(s))
shall be liable with respect to its actions hereunder as
Investment Ménager for (a) any tax imposed pursuant to
Section 4951 of the Internal Revenue Code of 1986 (or any
applicable successor provision) as such section is made
applicable to the Qualified Trust and/or (b) any
consequences flowing from violation of the restrictions

on the investment of trust assets as set forth in

Section 7.5.

11. COMPENSATION

The Investment Manager's fee rates are set forth on Appendix B

which is attached hereto and made a part hereof.

12. AMENDMENT AND TERMINATION

12.1 This Agreement may be amended by written agreement of the
Committee and the Investment Manager. Any amendments,
however, shall not be effective until approved by the

CPUC.

12.2 Except as noted below, this Agreement shall continue in
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force until termination by the Committee or. the Invest-
ment Manager upon 30 days prior written notzce to the
other party. Fees paid in advance will be”prorated to
the date of termination and any unearned porfida thereof
will be refunded. If at any time the répresehtation
contained in the first sentence of Section 8.1 hereof

ceases to be true, this Agreement shall terminate

forthwith.

13. MISCELLANEQUS

13.1

13.2

No assignment of this Agreement or any rights or duties
hereunder shall be made by the Investment Manager without
the written consent of the Committee. As used herein,

the term "assignment"” shall have the meaning given in the

" Investment Advisers' Act' of 1946' and the rules and

regulations adopted thereunder.

The Investment Manager shall promptly notify the
Committee in writing of any significant change in the
management of the Investment Manager, including a change

in professional staff, ownership, or other significant

organizational changes.

13.3

Any notice, direction, report or other communication to

the Committee, the Investment Manager or the Trustee

shall be addressed as follows:

(a) To the Committee: -

San Diego Gas & Electrlc Company
P.0O. Box 1831
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13.4

13.5

13.6

101 Ash Street
San Diego, California 92112

Attention: Nuclear Facilities Decommissioning
Master Trust Committee
c/o Manager - Financial Services:
(b) To the Investment Manager:
Deleware Investment Advisers
One Commerce Square
Philadelphia, Pennsylvania 19103
Attn: Robert Bernstein, Vice President
(c) To the Trustee:

Harris Trust and Senlngs Bank

111 West Monroe Street

P. 0. Box 755

Chicago, Illinois 60690

Attn: Katherine Freytag, Master Trust Division
In the event that any of the Master Trust Agreement(s)
are amended after the execution of this Agreement, the
Committee shall furnish the Investment Manager Wiﬁh. a
copy of such emendment promptly efﬁer such amendment is
adopted. |
This Agreenent and its performance shall be governed by
and construed in accordance with the laws of the State of
California. In case any provision of ‘this Agreement
shall be held illegal or invalid for any reason, such
illegality or invalidity shall not affect the remaining
provisions of the'Agreement but shall be fnlly severable,
and the Agreementbshall be construed and enforced as if
such illegal or invalid provieions had not been included
herein. -

The titles to sections of this Agreement are intended



DELAWARE
Delawar

Tltle-

Title:

13.7

13.8

solelyIas a- convenience and:shall not be used as an aid
in construction of any provisiens hereof. |

Thie Agreenent‘may‘be_executed in any number of
counterparts, and any such counterpart or group of
counterpartsﬂshall'be deemed an original if it has been
signed and delivered by the éarties hereto.. |

This Agreement shall be- effectlve when. approved by the -

CPUC and 51gned by all partles.

In recognltlon of thelr acceptance df' the terms and

condltlons of this Agreement, the Commlttee and the Investment

Manager hereby execute ‘this Agreement by thelr duly authorlzed

representatives, as of the _23gt+ day of December » 1987.

NUCLEAR FACILITIES DECOMMISSIONING CALIF ' FAPUBLIC UTILITIES
MASTER TRUST COMMITTEE ,7 /. : COMMI

_ﬁg__,fé/éfr §\~—f"\91.—@ - ____By

Authorized epresentativecss : Execﬁtive Director

Authorized Representat?fi;ﬁig

NVESTMENT ADVISERS, division of
ageme anys/ Inc.

Presiaent

W it

Vlce Pre51dent/Secre¢ary
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ﬁ." '~ INVESTMENT MANAGER FEE SCHEDULE

.375% on first.$75 million -
.325% on next $75 million
.250% on next $50 million
.100% over $200 million:

- - . .
“. . APPENDIX-B
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TRUSTEE" SELECTION

10 Trustee'Banks.weré soiicited for Bids

. Banks were selected from among the top names in the.,

'based banks.

schedule for the same level of serv1ce. e e

e

. Bankers Trust
' Harrls Trust & Sav1ngs

. Securlty Pac1f1c Natlonal Bank

. We recommend Harris Trust & Sav1ngs due to the follow1ng
) considerations: ' , e R TSIy
. Competltlve fee schedule
. Certainty of h;gh level of serv1ce due to- thelr

- current assoc1atlon w1th the Pen51on Plan
. Performance Analytlc Capablllty

. wllllngness to work w1th the CPUC as needed

¥ Y

. Capablllty to download data

c:164.txt

o

P&I Age Master Trust Survey, and major Callfornla”qxr.

. 3 Finalists. were chosen based on thelr competltlve fee ..



